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EXECUTIVE SUMMARY

In the wake of the landmatkake Viewcourt case, the Arkansas General Assembly hasseapo
sweeping reforms to the amount and the distributioresources to Arkansas public schools.
Changes enacted during and since the 2003-04 $pegislative session were intended to both
increase the level of resources and enhance dayithianneling more resources to
disadvantaged students. In this report, we ashessxtent to which Arkansas has improved the
adequacy and equity of the state's school fundistem. We find that since the initial 2002
Arkansas Supreme Court ruling, state policymakeax&hmade considerable strides in terms of
overall resource levels and equity of resourcededd, the data presented in this report indicate
that the changes to Arkansas' funding formula, tvinesulted in significant funding increases
from 2004-05 to the present, dramatically enharbedesource adequacy of the public school
system.

Moreover, as this report shows, policymakers haae®d policies to improve equity by means
of increasing funding to small school districtsdistricts serving our most disadvantaged
students, to districts serving high percentagesiobrity students, and to districts whose
students are struggling academically.

Based on our study, we note the following key firgs:

Resource levels have increased since 2003-Qgergsupil revenue has increased by 27%
from $7,696 to $9,736.

The state's annual contribution to education fugdias increased from $3.45 billion to
$4.48 billion. Moreover, nearly 50 cents of eveojiar raised by the state government is
spent on K-12 education.

Per pupil expenditures have increased since 20@5%y; from $6,578 to $8,315.
Arkansas per pupil spending is equal to the natiawerage and rival only that of
Missouri relative to neighboring states.

Funding equity for disadvantaged and academic#ilggling students has improved
since the 2003-04 school year, and currently, idtstwith higher percentages of low-
income students spend more per pupil than do clistwith lower percentages.

Teacher salaries have increased dramatically tvegprievious ten yearsdeed,

adjusting for cost of living differences betweeatss, Arkansas teacher salaries in 2004-
05 were above those in most bordering states atd@low the national average, placing
the state 25th among the 50 states.

Recently, critics have voiced the concern that schoding is being diverted from
academics to athletics. We find that districts sham average of $270 per pupil on
athletic expenditures. However, there is reasdreteve that this does not capture total
spending for sports. Based on a 2008 legislativit af athletic expenditures for a
sample of Arkansas districts, the average distnistreported spending by nearly 20%.




Clearly, Arkansas policymakers have achieved atgiea over the past few years, increasing
overall funding substantially statewide, and paitidy for disadvantaged students. Moreover,
state leaders have also raised teacher salargeetfionally competitive level. Thus, the goals
outlined by thd_ake Viewcase's Special Masters have largely been met.

At the same time, Arkansas has made consideraidesin improving standards. Over the past
few years, for instance, student participation dvAnced Placement courses has steadily risen.
Furthermore, the state recently implemented Smame G rigorous secondary level curriculum
ensuring that all high school graduates are prep@rehigher education. As if to reinforce such
improvement, U.S. Secretary of Education Margapetilihgs recently praised Arkansas and
Massachusetts as the two states leading the wsstting new standards in their respective
educational systems.

Indeed, Arkansas' attainment of educational adggsiaculd be hailed as a long-overdue
achievement but should not be viewed as an endimg.Much work remains. Too many of our
high school graduates require remediation when teéagh college. Fewer than one in four
eighth grade students scored at proficient or ali#ee most recent administration of the
National Assessment of Educational Progress. Alsdyborn gaps in achievement persist in
most subject areas between advantaged and disadedrttudents across the state.

Arkansas lawmakers have spent the last severad yeaeasing the resources allocated to K-12
education, eliminating gaps in resources betwednand poor students, and ensuring that
rigorous standards were in place. Now, our educatieaders must work to find effective ways
to use our new resources to help all studentsydied disadvantaged students, to meet the
challenging standards.



The State of Education in Arkansas 2008:
How Much are Arkansas Schools Spending?

|. INTRODUCTION

Over the last half century, more than forty stae®ss the nation have experienced school
finance lawsuits as a consequence of funding gatveden rich and poor districts. Arkansas is
one such state, with a long history of school fagdyattles in the courts. The legal challenges
began in 1983, when the Arkansas Supreme Cousdlipifound the state's school funding
system unconstitutional under the equal proteatlanse of the state constitutfoiThe court
found “no legitimate state purpose” and “no ratiaedationship to educational needs” in the
state's method of financing public schools. Thigahfinding set the course of education
policymaking in Arkansas ever since.

In May 2001, an Arkansas trial court declared tlagess education funding system “inequitable
and inadequate” under the state constitution agdested an adequacy study be conddctad
November 2002, the state Supreme Court affirmedotiier court's finding and gave the state
until January 1, 2004, to improve the systetn response to the Supreme Court ruling, the
Arkansas General Assembly held a special sessiachwielded an increase in the total state
appropriation for elementary and secondary educ@ti®004-05 by $400 million to $1.84
billion — a 24% increase over the previous yeartvithstanding the state's effort, the legal
battle between the state and its school distrmtgicued. In 2005, the Arkansas Supreme Court
once again declared that the state had neglestetligation to adequately fund public
educatiofl. The Court found that the state did not meetdtamitment to make education the
state's top priority, and that the state had “dyassderfunded” education. The state then had
until December 1, 2006, to rectify the constitutibdeficiencies or face another ruling from the
Court. The legislature made further targeted irs@edo teacher salaries and school facilities.
The legislature also requested another statewidguaty report, which was conducted by
Lawrence O. Picus and Associates. After makingh&rrfunding changes to the foundation
formula, teacher retirement accounts, and schadltfafunding, the Legislature received news
that the court battle is over for now.

On May 31, 2007, the Arkansas Supreme Court apdrthestate's school funding formula,
bringing years of litigation to a close. In a urmanus opinion written by Justice Robert L.
Brown, the court concluded that “our system of pubthool financing is now in constitutional
compliance.” The opinion also cited the work of (eneral Assembly and Governor Beebe in
meeting the mandates set forth, and praised lawrsdfa their commitment to education.”
Although the Supreme Court holds open the optia¥esit school funding, David Matthews,
the Rogers Public Schools attorney who brough20@5 suit before the court, offered praise for
the decision, calling it “the Supreme Court’s finkeur in our state.”

! Dupree v. Aima School District No. 3861 S.W.2d 90.

% Lake View School District No. 25 v. Huckapide. 1992-5318

% Lake View School District , No. 25 of Phillips Counet al. v. Mike Huckabee, Governor of the Stétarkansas,
et al. No 01-836)

* Lake View Sch. Dist. No. 25 v. Huckao®@85 Ark. 617, 142 S.W.3d 643




Accordingly, the school funding court battle in Arlsas seems to be settled. Now that the state
has injected these additional resources into th&esy; it is worth examining the extent to which
the equity and adequacy of school funding has afdingArkansas. This paper presents a
thorough examination of school funding in Arkansasluding the most recent 2006-07 funding
information and, when possible, historical dataluding information from the National Center
for Education Statistics from 1960 through 2000e Plaper is divided into three primary
sections. In Section I, the study design and golestare described. In Section lll, results are
presented for each question. In Section IV, conehssare offered regarding the history and
future of Arkansas school funding.



[I. STUuDY DESIGN AND QUESTIONS

The purpose of this report is to examine the le¢ehanges in and uses of funding per pupil for
education in the state of Arkansas from the 2003dbvwol year, the year before the
implementation of Act 59, to the 2006-07 schoolryéze last year for which audited data are
available and the year when thake Viewcourt case concluded. The primary goals of this
analysis are:

To examine the level of various types of revenuthe extent to which those
revenues have increased since the implementatitredkct 59 school funding
formula.

To examine the distribution of school resourcesteeéind after implementation of
Act 59 by analyzing the educational expenditurescimool districts throughout the
state of Arkansas. Specifically, we assess resalistebution by district size,
percentage of low-income students, percentage wdmty students, district property
wealth, and by student performance.

To address the goals of this analysis, we exanoneley areas outlined in the section below:

A. Research Questions
1. Questions on Adequacy of Education Spending

How much is spent on education as a percentadgeedtate budget, and has this
amount changed since 2003-047?

How much in revenue is collected for education fnrarous sources, including
local, state, federal, and other, and has this atnchanged since 2003-04?

What is the composition of expenditures in the Adas education system, and has
this composition changed since 2003-047?

How much is spent in Arkansas on education comp@regending in other states?

2. Questions on Equity of Resource Distribution

How has per pupil spending changed based on tlewiol variables?
- District size
Percentage of low-income students
Percentage of minority students
Local property values
Percentage of low-performing students

3. Questions on Teacher Salaries

How have teacher salaries changed across theastdteompared to the U.S. average
from 2003-04 to 2006-07, and how have salaries gédubased on the following
variables?

District size




Percentage of low-income students
Percentage of minority students

Local property values

Percentage of low-performing students

4. Questions on Athletic Expenditures

How have athletic expenditures changed acrosstie som 2005-06 to 2006-07,
and how have expenditures changed based on tlo&viod variables?

District size

Percentage of low-income students

Percentage of minority students

Local property values

Percentage of low-performing students

B. Methodology: Data Sources
1. Indicators of Revenue and Spending

We focus on the following indicators of school didtfiscal resources:

Local revenue

State revenue for the foundation program

State revenue for categorical aid, excluding reeerfar facilities and capital
Federal revenue

We focus on the following indicators of school digtexpenditures:

Current operating expenditures (excluding expeneltdor debt service and
facilities)

Expenditures by function (instruction, maintenaand operations, transportation,
and other)

Average teacher salaries

Athletic expenditures

2. Characteristics of Districts

This analysis initially focused on statewide averagvenues and expenditures. However, an
important aspect of the study is the “subgroup’ysis, or the study of the overall
revenues/expenditures and change in expenditurearipus characteristics of districts,
including district size, percentage of low-incontedents, percentage of minority students,
property wealth per pupil, and student performamtéhe state test.




3. Definitions

Before addressing each of the questions regardikgnsas school funding, some definitions are
needed to clarify the discussion.

Foundation Amount The foundation amount is the amount of moneyi$iee by the General
Assembly each school year to be spent by schowladssfor the provision of an adequate
educational foundation for each student. This nurgbgenerally communicated in terms of the
foundation amount per pupivhich is simply the foundation amount multiplieg the average
daily membership of the previous school year irmeadistrict.

Like many other states, Arkansas uses a foundé&iomula for education funding. This

foundation formula is based on the minimum allowadtpenditure per student in the state. For
example, in 2004-05 and 2005-06, the state fouodamount per student was set at $5,400. In a
special legislative session in March 2006, theslegjre increased 2005-06 school foundation
funding from $5,400 to $5,486 and scheduled the&6ZDDamount to increase from $5,497 to
$5,620.

In Arkansas, the foundation amount is comprisetivofparts — the minimum local contribution,
which is defined as the amount generated by thieumirate of taxation (25 mills), and the state
eqgualization amount. Citizens pay an amount basdtiar property assessment each year. This
amount is used to create the per pupil local coation. Then, the state subtracts the per pupil
local contribution from the foundation amount aygthe remaining amount to the districts.
For example, in 2004-05 the formula was: local nene+ state revenue = $5,400. Therefore, in
2004-05, residents in Fayetteville for instanceedilocal revenue per pupil of $2,660;
consequently, the state contributed $2,740 ($5&€02,660 = $2,740) per pupil for Fayetteville
students.

Since the_ake Viewdecision, the term “$5,400” was publicly discusasch measure of how
much the state allocates for the education of daklnsas student. While this accurately
reflected the foundation amount, it led to somecongeptions regarding how much money is
actually spent on each pupil. Indeed, $5,400 refeexplicitly to the 2004-05 foundation

formula expenditure per pupil amount; however, #nwunt was not the total per pupil dollar
amount allocated for education in Arkansas. Ra®r00 was theninimumamount of local

and state money to be spent on each student; hovatudents in Arkansas had $8,902 provided
for them in 2004-05.

To clarify this distinction takes some explanatiBecall, the minimum amount of funding for
students is generated by the uniform rate of taratin assessed property at the local level (25
mills) minus the state established foundation am@f 400 in 2004-05). However, nearly all
districts charge more than the minimum number disimin fact, in 2003-04, 3 of 308 districts
charged the minimum 25 mills with an average chafdg®t.75 mills. In 2004-05, 1 of 254
districts charged the minimum of 25 mills with areeage charge of 34.99 mills. In 2005-06, 1
of 252 districts charged 25 mills with an averagarge of 35.11 mills. In 2006-07, O of 245
districts charged 25 mills with an average charg&gmB8 mills.

We learn from this brief millage examination thétdcts are consistently charging more than
the minimum and that all of the revenues generated the minimum 25 mills are retained by
the local district. Further, the state contributesources for categorical needs above the




foundation amount. Finally, the federal governnmaritributes resources for certain needs for
education. Therefore, the actual amount of moneytspn education is consistently higher than
the required foundation amount, which explains whg004-05 the foundation amount was
$5,400 but the actual revenue per pupil was $8,902.

Current ExpendituresTotal current expenditures represent the amotifunds spent for the
day-to-day operation of schools and school districicluding instruction costs, district level
support, school level support, non-instructionalses, payments to other LEAs, and other non-
programmed costs. In Arkansas, the majority ofentrexpenditures are allocated for instruction
(primarily for teacher salaries). Expendituresdebt service, school facility acquisition and
construction, as well as other capital outlaysrexgncluded in this tally.

Total Expenditures Total expenditures include all of the same costkided in current
expenditures, but also include expenditures foitabgnd debt service. Researchers generally
use current expenditures instead of total expereditwhen comparing education spending
between states or across time because currentaiiqoers exclude expenditures for capital
outlay, which tend to change dramatically each .y&kso, the current expenditures commonly
reported are for public elementary and secondangaten only. Many school districts also
support community services, adult education, peetucation, and other programs, which are
included in total expenditures. These programsthacekxtent to which they are funded by school
districts vary greatly both across and within state




lll. RESULTS

A. Adequacy of Education Spendin
1. How much is spent on education as a percentageeafthte budge

Our first question in examining educatispending in Arkansas is to determine how much®
state budget is dedicated towards education. egpast four years, spending on educatior
remained relatively constant as a percentage dftdite budget (see Table 1). Also importar
note isthat nearly half of the entire state general fumadget is distributed for genel
education. Figure 1 represents the portion of nessudistributed by category. Furthermore

every dollar distributed by the state, approximaf€l cents goes for geral education

Table 1: Percent of Entire State Budget by Categorgf Spending

% chang
Fiscal Year 20094 2004-05 2005-06  2006-07 2003 to 200
General Education 46% 53% 48% 46% 0%
Higher Education 16% 16% 17% 17% 1%
Health/Human Services 21% 20% 22% 24% 3%
Criminal Justice 9% 7% 9% 9% 0%
Remaining Government 8% 4% 4% 4% -4%

Figure 1: Arkansas General Funds Distribution, Fiscal Year 206-2007




2. How much in revenue is collected from variousreses?

Arkansas' education funding is derived from foujonaources of revenue: local, state, federal,
and other sources. Since 2003-04, Arkansas hasased the amount of funding on education by
27% (see Table 2). The most notable increase eniey has occurred in restricted, or
categorical, revenue for students in Alternativarneng Environments, students who are

English Language Learners, and students who qualifihe federal National School Lunch Act.
The large increase in revenue for these studeniseigo Act 59, 86-17-2401-2405; §6-20-2301-
2306 from the 2003 Special Session, which inclutiedguaranteed state funding for districts in
the following areas:

$5,400 per student in base funding
Supplementary funding for specialized needs thdude the following:

0 $3,250 per student for alternative learning programd secondary vocational
area centers

0 $195 per student for each identified English Lamgulearner

0 $480 per student in districts where less than 76%tunlents qualify for free and
reduced school lunches; $960 per student in distwbere 70% to 90% of
students qualify for free and reduced school luach#&,440 per student in
districts where more than 90% of students quabhyffee and reduced school
lunches

$50 per student for professional development
Special appropriations to specific districts fongeal facilities, debt service, student
growth, catastrophic occurrences, and for designatdated districts.

Due to these large increases in restricted fundiregtotal revenue for education increased from
$3.4 billion in 2003-04 to $4.0 billion in 2004-0Since this substantial increase in funding, the
state has continued to increase funding for edoicatip to $4.3 billion in 2005-06 and $4.5
billion in 2006-07. Local contributions per pupil €ducation have also increased, up 34% since
2003-04. Table 3 highlights revenues as a percerdhthe total state budget, where the state
portion increased from 50% in 2003-04 to 53% in&0d. Over this same time period, the
percentage of education funding coming from thefadgovernment and other sources has
decreased (see Table 3).

Table 2: Per Pupil Revenue by Source from 2003-04 2006-07

Finance Category 2003-042004-05 2005-06 2006-07 % change
2004 to 2007

Number of Students 447,872450,910 457,485 459,865 3%
Local Revenue $2,245 $2,436  $2,942  $3,006 34%
State Revenue $3,809 $4,734  $4,941  $5,156 35%
ALE, ELL, NSLA $16 $375 $347 $364 2,175%
Federal Revenue $1,000 $1,049  $1,009 $997 0%
Other Revenue $642 $684 $539 $577 -10%

Total Revenue $7,696 $8,902 $9,431 $9,736 27%




Table 3: Per Pupil Revenues as a % of Total from ZXB-04 to 2006-07

Finance Category 2003-042004-05 2005-06 2006-07 % change
2004 to 2007
Number of Students 447,872450,910 457,485 459,865 3%
Local Revenue 29% 27% 31% 31% 6%
State Revenue 50% 53% 52% 53% 7%
ALE, ELL, NSLA 0% 4% 4% 4% 1,698%
Federal Revenue 13% 12% 11% 10% -21%
Other Revenue 8% 8% 6% 6% -29%
Total Revenue 100% 100% 100% 100% 0%

3. What is the composition of expenditures?

Following a discussion of the revenue sources, xeenine where the money goes. In terms of
the actual amount of money spent on students facatbn, defined as current expenditures,
Arkansas districts increased per pupil spending@$s over this same period, beginning with
$6,578 in 2003-04, and rising substantially to $8,81 2006-07 (see Table 4). Also provided in
Table 4 are per pupil expenditures for instructwhich includes teacher salaries (the largest
portion of education spending), maintenance andatip@, which include expenditures
concerned with maintaining order and safety at slsha@ransportation, and total expenditures.
While overall expenditures have increased, we rdtat the greatest increase as a percentage
was for transportation costs. Given the increasdsal costs over the previous four years, this
increase is not surprising.

Table 4: Per Pupil Expenditures by Function from 203-04 to 2006-07

Finance Category 2003-04 2004-05 2005-06 2006-07 % change

2004 to 2007
Instruction $4,093 $4,604  $4,878 $5,005 22%
Maintenance & Operation $619 3676 $770 $828 34%
Transportation $242 $271 $335 $365 51%
Other $1,624 $1,844 $1,996 $2,117 30%
Total expenditures $6,578 $7,395 $7,979 $8,315 26%

Table 5 examines the spending by function as sepéage of the total per pupil expenditures.
That is, we look at how much of the total amour@rgpn education is spent for instruction
compared to transportation. What is consistentsactioe years is that spending for instruction
remains by far the largest expense in educatiowgkier, we do notice that instructional costs
are the only expense presented that decreased208e04. From Table 5, transportation costs
are shown to have increased from 3.68% of totappeil education spending in 2003-04 to
4.39% in 2006-07.




Table 5: Per Pupil Expenditures by Function as a %of Total from 2003-04 to 2006-07

Finance Category 2003-04 2004-05 2005-06 2006-07
Instruction 62% 62% 61% 60%
Maintenance & Operation 9% 9% 10% 10%
Transportation 3.68% 3.66% 4.20% 4.39%
Other 25% 25% 25% 25%
Total expenditures 100% 100% 100% 100%

4. How does Arkansas education spending compatetaf other states?

One way to assess whether Arkansas is allocatieguade resources to K-12 education is to
compare the level of spending in Arkansas with tiatther states throughout the nation. For
comparison purposes, we selected the states tragrodrkansas as well as the national average.
Notably, from 1960 until 2000, Arkansas rankedhe bottom ten of all states with regard to
expenditures per pupil, even after accounting &st-of-living differences (see Table 6).
However, after the dramatic increase in fundin@%#o in 2004-05, Arkansas' ranking improved
over fifteen other states and is now around thionak average.

Table 6 Cost-of-Living Adjusted® Total Expenditures Per Pupil for Arkansas and
Neighboring States from 1959-60 to 2004-05

State 1959-60 1969-70 1979-80 1989-90 1999-00 2004-05
Arkansas $25E $64z $1,781 $3,94: $6,36¢ $8,66¢
Louisiana $414 $721 $1,99¢ $4,34. $6,95¢ $8,531
Mississippi $23¢E $57z $1,89¢ $3,53: $6,11« $7,47¢
Missouri $382 $787 $2,151 $5,00¢ $7,51¢ $8,731
Oklahoma $357 $69z $2,207 $4,01¢ $6,60¢ $7,57:
Tennessee $267 $63c  $1,83: $4,107 $6,54« $7,68(
Texas $374 $70z $2,15¢ 3$4,66¢ $7,61° $8,15(
US Average $375 $816 $2,272 $4,980 $7,392  $8,701
% AR Diff. From US Avg. 32% 21% 22% 21% 14% 0%
AR Rank of 51 (high=1) 45 43 45 42 41 27

® Data from the National Council for Education Sttdis, Digest of Education Statistics: Table 17tr€nut
expenditure per pupil in average daily attendangaublic elementary and secondary schools, by state
jurisdiction: Selected years, 1959-60 through 2083Fable 6. Student membership and current expaediper
pupil for public elementary and secondary educatigrfunction, sub-function, and state or jurisiiot Fiscal year
2005.

® Cost-of-living adjustment taken from the Amerideederation of Teachers Survey and Analysis of TeraBhlary
Trends, 2002, Table I-5.




B. Equity of Resource Distribution

1. Are resources targeted to smaller districts?

In Arkansas, policymakers are concerned with tkiellef resources allocated to students in
small and rural districts across the state. Theegfwe examined the extent to which school
funding varies with regard to district size. Aswinan Table 7, districts serving the smallest
number of students, as measured by average dampership, had higher levels of expenditures
than did districts with higher enroliments. In 2608 the average spending in districts with the
lowest memberships (those with fewer than 554 stislevas $6,756, compared to $6,595 for
districts with the highest enroliments. Furtheg tlata below show that districts with
memberships below 825 spend the most resourcgaupérfollowed by districts with
memberships above 2,440. This finding indicatesdigricts with medium-sized memberships,
from approximately 825 to 2,450, spend the fewesburces per pupil.

In short, the state has produced a situation irclvthe districts with the smallest average daily
memberships are spending at the highest levelsrnemt expenditures per pupil since 2003-04.

Table 7: Current Expenditures by Average Daily Memtership from 2003-04 to 2006-07

Category Category N of N of 2003-04 2004-05 2005-06 2006-07 %

Definitions Districts Students change

2003 to

2007

Quintile 1 Below - 554 49 23,075 $6,756 $7,633 $8,176 $8,535 26%

Quintile 2 555 - 825 49 33,375 $6,797 $7,555 $8,002 $8,492 25%

Quintile 3 826 - 1,233 49 48,483 $6,492 $7,317 $7,712  $8,057 24%

Quintile 4 1,234 - 2,439 49 81,424 $6,377 $7,145 $7,728  $8,000 25%

Quintile 5 2,440 - above 49 273,510 $6,595 $7,415 $8,068 $8,413 28%
Diff Q5-Q1 -$161 -$219 -$108 -$122

State Total 245 459,865 $6,569 $7,378 $7,971 $8,315 27%




Figure 2: Current Expenditures by Average Daily Menbership from 2003-04 to 2006-07

1"%%9%

I#"'&%%

I#"%%%

1"&%%

1"%%%

I "&%%

I "96%%+— : . . .
%%$'% %% '%& %%&'% %% '%

——( - ( $ = == ( &

2. Are resources targeted to districts serving loweime students?

In Arkansas, policymakers have made decisionsduigee more resources to certain students.
One group of students identified by the state laglise as worthy of more resources are students
identified as disadvantaged or those who qualifitlie National School Lunch Act program.
Therefore, we examine the extent to which morewess have been provided to these students.

As shown by Table 8, districts serving the higluestcentrations of students in poverty, as
measured by percentage of students qualifyingierféderal National School Lunch Act
program, had higher levels of expenditures thardditticts serving fewer students in poverty. In
2003-04, the average spending in districts in ighdst poverty group (more than 71% of
students qualify for NSLA) was $7,290, compare@6@dl44 for districts in the lowest poverty
group. Not only do the districts with more povestydents have higher expenditure levels, but
these same districts have also experienced théegteacreases in spending from 2003-04 to
2006-07. For example, districts in Group 5, whiehve the highest percentage of poverty
students, experienced expenditure increases of thane$2,000 per pupil compared to spending
in districts in Group 1 which increased by lesstta,500.

In short, the state has produced a situation irchvthe districts with the highest concentration of
poverty students, and thus with the highest lef’eleed, are spending at the highest levels and
have experienced the greatest increases in expegglper pupil since 2003-04.



Table 8: Current Spending by % of Low-income Studets from 2003-04 to 2006-07

%

change

Category N of N of 2005- 2006- 2004 to

Category  Definitions Districts Students 2003-04 2004-05 06 07 2007

Quintile 1 0% - 45.58% 55 131,188 $6,144 $6,881 $7,298 $7,598 24%

Quintile 2 45.58% - 53.10% 59 122,371 $6,455 $7,237 $7,831 $8,145 26%

Quintile 3  53.11% - 60.85% 49 109,174 $6,807 $7,663 $8,416 $8,797 29%

Quintile 4  60.86% - 71.39% 44 51,226 $6,728 $7,515 $8,167 $8,601 28%

Quintile 5  71.40% - above 37 44,810 $7,290 $8,398 $9,000 $9,380 29%
Diff Q5-Q1 $1,146 $1,516 $1,702 $1,782

State Total 244 458,769 $6,578 $7,395 $7,979 $8,315 26%

Figure 3: Current Expenditures by % of Low-income Sudents from 2003-04 to 2006-07
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3. Are resources targeted to districts serving minositudents?

Throughout the years, analyzed districts servirghiighest concentrations of minority students
had higher levels of expenditures than did digrsgrving lower concentrations of minority
students.

In 2003-04, the average spending in districts withhighest concentration of minority students
(more than 43% of students) was $7,014, compar&6,8il6 for districts with the lowest
concentration of minority students. Not only do th&tricts with more minority students have
higher expenditure levels, but these same distnate also experienced the greatest increases in
spending from 2003-04 to 2006-07. For exampleridistwith more than 43% minority students
experienced expenditure increases of more thar®828r pupil compared to spending in

districts with less than 7% minority students, vhiccreased by less than $1,500.

In short, the state has produced a situation irckvthie districts with the highest concentration of
minority students are spending at the highest $eaeltl have experienced the greatest increases
in expenditures per pupil since 2003-04.

Table 9: Current Expenditures by % of Minority Stud ents from 2003-04 to 2006-07

%

change

Category N of N of 2003 to

Category  Definitions Districts Students 2003-04 2004-05 2005-06 2006-07 2007
Quintile1 0% - 3.17% 50 47,967 $6,316 $7,119 $7,587 $7,955 26%
Quintile 2 3.18% - 6.86% 51 70,567 $6,158 $6,905 $7,327 $7,548 23%
Quintile 3 6.87% - 20.50% 49 78,932 $6,154 $6,894 $7,379 $7,668 25%
Quintile 4  20.51% - 43.39% 49 102,987 $6,565 $7,357 $7,810 $8,197 25%
Quintile 5 43.39% - above 46 159,412 $7,014 $7,906 $8,757 $9,158 31%

Diff Q5-Q1 $698 $787 $1,170 $1,203

State Total 245 459,865 $6,569 $7,378 $7,971 $8,315 27%




Figure 4: Current Expenditures by % of Minority Stu dents from 2003-04 to 2006-07
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4. Are resources targeted to districts with lowperty values?

Because local wealth influences the ability ofriliss to raise local revenue, we find that

districts with the highest local wealth, as meadungthe per pupil assessed property valuation
of the district, spend the most on education. 163204, the average spending in districts with
the highest local wealth (more than $77,000 peatesit) was $6,813, compared to $6,306 for
districts with the lowest local wealth. The gagspending for the districts with the highest and
lowest local wealth also increased from over $302003-04 to about $700 in 2006-07.

In short, the state has produced a situation irckvthie districts with the highest local wealth are
spending at the highest levels and have experiatheegreatest increases in expenditures per

pupil since 2003-04. This is one indicator whiclygests inequity in the system.

Table 10: Current Expenditures by Assessed Propertyaluation from 2003-04 to 2006-07

%

change

Category N of 2003 to

Category  Definitions Students 2003-04 2004-05 2005-06 2006-07 2007

Quintile1 0-$41,717 57,876 $6,306 $6,960 $7,544 $7,959 26%

Quintile 2 $41,718 - $50,234 70,971 $6,474 $7,354 $7,811 $8,107 25%

Quintile 3 $50,235 - $62,223 66,408 $6,386 $7,228 $7,723 $8,060 26%

Quintile 4  $62,224 - $77,029 81,285 $6,457 $7,200 $7,829 $8,153 26%

Quintile 5  $77,030 - above 183,324 $6,813 $7,660 $8,323 $8,671 27%
Diff Q5-Q1 $507 $700 $779 $712

State Total 459,865 $6,569 $7,378 $7,971 $8,315 27%




Figure 5: Current Expenditures by Assessed Propertyaluation from 2003-04 to 2006-07

1"%%%

I
4" 8%% —

=

I#"%%%

1"&%%

1"%%%

I "&%%

~~
v
1"$%
1 "%%% . . T )
%%%$'% %% '%& %%&'% %% '%
——( - ( ( $ = == &

5. Are resources targeted to districts serving lowfpening students?

Another concern of policymakers is directing reses to students who need academic help.
Therefore, we examined the extent to which schaadling varies with regard to student
performance on the Arkansas Benchmark exam.

As shown in Table 11, districts with low-performisdents, as measured by lower percentage
of students scoring proficient on the Arkansas Bemark exam, had higher levels of
expenditures than did districts with higher perforgnstudents. In 2003-04, the average spending
in districts with the lowest performing studentswer than 40% of students scoring proficient)
was $7,185, compared to $6,293 for districts with highest performing students. Not only do
the districts with low-performing students haveh@gexpenditure levels (as evidenced by the
graph in Figure 6), but these same districts hés@experienced the greatest increases in
spending from 2003-04 to 2006-07. The gap in fugdmfavor of the districts with the lowest
performing students increased by nearly 100% fr008204 to 2006-07, where low-performing
districts now spend approximately $1,750 more pgilp

In short, the state has produced a situation irckvthe districts with the lowest performing
students are spending at the highest levels, anel dygperienced the greatest increases in
expenditures per pupil since 2003-04.



Table 11: Current Expenditures by % of Students Scong Proficient or Better on
Arkansas Benchmark Exam from 2003-04 to 2006-07

%

change

Category N of N of 2003 to

Category  Definitions Districts Students 2003-04 2004-05 2005-06 2006-07 2007

Quintile 1 0% - 40.17% 46 103,946 $7,185 $8,148 $9,096 $9,585 33%

Quintile 2 40.17% - 47.42% 50 77,433 $6,662 $7,365 $8,018 $8,307 25%

Quintile 3 47.43% - 52.00% 48 67,490 $6,415 $7,264 $7,721 $8,056 26%

Quintile 4  52.01% - 57.42% 51 98,925 $6,234 $7,024 $7,465 $7,724 24%

Quintile 5 57.43% - above 49 110,975 $6,293 $7,065 $7,471 $7,816 24%
Diff Q5-Q1 -$892 -$1,083 -$1,625 -$1,769

State Total 244 458,769 $6,578 $7,395 $7,979 $8,315 26%

Figure 6: Current Expenditures by % of Students Scang Proficient or Better on Arkansas
Benchmark Exam from 2003-04 to 2006-07
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C. Teacher Salaries

1. Have teacher salaries increased statewide?

We begin this section by examining how much teacheg being paid in Arkansas compared to
teachers in other states. Historically, Arkansasrikeaided among the lowest spenders in the
nation with respect to average teacher salariddeTi2 compares the average teacher salaries
(adjusted for cost of living differences betweeates) in Arkansas to neighboring states and the
national average over the previous four decadescinin 1969-70, 1979-80, and 1989-90, the
average Arkansas teacher salaries ranked in thenbdivo of all states. However, after the
2004-05 increase in funding, Arkansas teacher pakad 25th of 50. We further observe that
teacher salaries increased relative to teachetiesia other states in 1999-00, when Arkansas
improved to 37th of 50 states and drew closer éaiitional average. This finding indicates that,
during the previous five years, the increase iohieasalaries in Arkansas surpassed the increase
in teacher salaries in at least seven other states.

Table 12": Cost-of-Living Adjusted Average Teacher Salary Cparison, 1970-2005

Average Average Average Average Average

Salary Salary Salary Salan Salan
State 1969-70 1979-80 1989-90 1999-00 2004-05
Arkansas $7,13t  $13,91: $25,28¢ $37,76° $ 45,80
Louisiana $7,81¢  $15,30¢ $27,03( $36,82¢ $ 43,24
Mississippi $6,61¢  $13,527 $27,73: $ 36,36t $ 41,76
Missouri $8,66¢  $15,20: $ 30,10¢ $ 39,61t $43,30:
Oklahoma $7,88: $15,01¢ $26,42¢ $35,85. $ 42,54
Tennessee $7,90¢ $15,66¢ $ 30,327 $ 40,72t $ 46,55
Texas $8,161  $15,897 $ 30,92¢ $42,25¢ $ 46,12
US Average $8,62¢  $15,97( $31,36" $41,80° $47,75(
% AR Diff. From US Avg. 17% 13% 19% 10% 4%
AR Rank of 51 (high=1) 49 47 47 37 25

2. Do smaller districts pay lower teacher salaries?

Arkansas policymakers are very interested in teaghality in rural areas. Therefore, we
examined the extent to which average teacher sadargs by district size. As shown in Table
13, districts serving the smallest number of stislead lower average teacher salaries than did
larger districts. In 2003-04, the average teachlarg in districts with the lowest memberships
(those with fewer than 554 students) was $32,682\pared to $42,830 for districts with the
highest memberships. The gap in teacher salanglddistricts with the highest and lowest

" Data from the National Council for Education Sttdis, Digest of Education Statistics: Table 7@rated
average annual salary of teachers in public eleangr@ind secondary schools, by state or jurisdictmtected
years, 1969-70 through 2004-05




memberships did, however, decrease by six percemt 2003-04 to 2006-07, indicating that
smaller sized districts have gained in averagehrasalary compared to larger districts. Table
13 also indicates that the average teacher salakykiansas has increased by nearly 15% in four
years.

In short, teachers in smaller districts are gaining still earn salaries that trail those of teash
in larger districts.

Table 13: Average Teacher Salary by Average Daily Bmbership from 2003-04 to 2006-07

%

change

Category N of 2003 to

Category Definitions Teachers 2003-04 2004-05 2005-06 2006-07 2007
Quintile 1 Below - 554 1,936 $32,682 $35,722 $36,833 $37,970 16%
Quintile 2 555 - 825 2,641 $34,327 $37,584 $38,358 $39,946 16%
Quintile 3 826 - 1,233 3,730 $35,074 $37,867 $39,093 $39,998 14%

Quintile 4 1,234 - 2,439 5891 $36,347 $38,684 $40,366 $41,690 15%
Quintile 5 2,440 - above 18,913 $42,830 $44,401 $46,167 $47,557 11%
Diff Q5-Q1 $10,148 $8,678 $9,333 $9,587

State Total 33,112  $39,466 $41,541 $43,141 $44,494 13%

Figure 7: Average Teacher Salary by Average Daily Mmbership from 2003-04 to 2006-07
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3. Do districts serving low-income students paydoteacher salaries?

In Arkansas, policymakers are concerned with engunigh quality teachers are placed in front
of the highest need students. One way to examaedhity of teacher quality is to examine the
salary of teachers as related to the need of tluests. Therefore, we examined the extent to
which average teacher salary varies by districtgraage of low-income students. As shown by
Table 14, districts serving the highest concerdretiof students in poverty, as measured by
percentage of students qualifying for the federaidhal School Lunch Act program, paid lower
teacher salaries than did districts serving fewaaents in poverty. In 2003-04, the average
teacher salary in districts in the highest povgriyup (more than 71% of students qualify for
NSLA) was $36,136, compared to $40,186 for distrintthe lowest poverty group. The gap in
average teacher salaries, however, has decreased®jrom 2003-04 to 2006-07.

In short, the state has produced a situation irchvthe districts with the highest concentration of
low-income students, and thus with the highestlleffaeed, are providing lower average
teacher salaries, but have experienced the greatestases in average salary since 2003-04.

Table 14: Average Teacher Salary by % of Low-incom&tudents from 2003-04 to 2006-07
%

change

Category N of 2003 to

Categor Definitions Teaches 200304 200405 200506 200¢-07 2007
Quintile 1  0%- 45.58% 8,867 $40,186 $42,932 $44,104 $45,89¢ 14%

Quintile 2  45.58%-53.10% 8,782 $39,531 $42,529 $44,234 $44,841  13%
Quintile = 53.11%- 60.85% 7,981 $42,193 $42,531 $43,825 $45,362 8%
Quintile £  60.86%- 71.39%  392¢ $35,03€ $36,855 $39,18¢ $40,89€  17%
Quintile & 71.40%- abov 3462 $36,13€ $38,721 $40,596 $42,277  17%
Diff Q5-Q1 -$4,05( -$4,21. -$3,50¢ -$3,62

State Totz 3302C $39,404 $41,48S $43,088 $44,512  13%




Figure 8: Average Teacher Salary by % of Low-incométudents from 2003-04 to 2006-07
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4. Do districts serving minority students pay loweadker salaries?

We also examined the extent to which average teaehary varies by district percentage of
minority students. As shown by Table 15, distrggsving the highest concentrations of minority
students had higher average teacher salaries itiahstricts serving lower concentrations of
minority students. In 2003-04, the average teashkary in districts with the highest
concentration of minority students (more than 43%todents) was $42,249, compared to
$35,526 for districts with the lowest concentrat@dminority students. Interestingly, the
average salary by minority concentration narrowegdd04-05 and has expanded since.
Currently, teachers serving the highest conceomaif minority students are paid $6,163 more
than teachers in schools with the fewest minotifglents.

In short, the state has produced a situation irckvthie districts with the highest concentration of
minority students pay the highest average teadiariss, but these districts have experienced
the lowest growth since 2003-04.



Table 15: Average Teacher Salary by % of Minority $udents from 2003-04 to 2006-07

%

change

Category N of 2003 to

Category  Definitions Teachers 2003-04 2004-05 2005-06 2006-07 2007

Quintile1 0% -3.17% 3,656 $35,526 $38,387 $39,851 $40,383 14%

Quintile 2  3.18% - 6.86% 5,022 $37,003 $40,065 $41,002 $41,894 13%

Quintile 3  6.87% - 20.50% 5549 $38,401 $41,076 $42,058 $44,245 15%

Quintile 4  20.51% - 43.39% 7,317 $39,365 $41,924 $43,870 $45,277 15%

Quintile 5  43.39% - above 11,568 $42,249 $43,093 $45,148 $46,546 10%
Diff Q5-Q1 $6,722  $4,707 $5,298 $6,163

State Total 33,112 $39,466 $41,541 $43,141 $44,494 13%

Figure 9: Average Teacher Salary by % of Minority Sudents from 2003-04 to 2006-07
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5. Do districts with low property values pay loweatber salaries?

Districts with the highest local wealth, as meadurg the per pupil assessed property valuation
of the district, pay teachers the most. In 2003t0d average teacher salary in districts with the
highest local wealth (more than $77,000 per stydeas $43,120, compared to $37,474 for

districts with the lowest local wealth. The gagspending for the districts with the highest and
lowest local wealth did decrease from 2003-04 106207 .




In short, the state has produced a situation irclvthe districts with the highest local wealth pay

teachers at the highest levels, but these hightivdatricts have experienced the lowest

increases since 2003-04.

Table 16: Average Teacher Salary by Assessed Propgialuation from 2003-04 to 2006-

07

%
change
Category N of 2003 to
Category  Definitions Teachers 2003-04 2004-05 2005-06 2006-07 2007
Quintile1 0-$41,717 4,138 $37,474 $40,376 $41,018 $42,261 13%
Quintile 2 $41,718 - $50,234 5109 $36,845 $39,213 $41,161 $42,339 15%
Quintile 3 $50,235 - $62,223 4917 $36,342 $39,295 $40,612 $41,401 14%
Quintile 4 $62,224 - $77,029 5984 $37,902 $39,987 $42,334 $44,153 16%
Quintile 5  $77,030 - above 12,963 $43,120 $44,473 $45,953 $47,387 10%

Diff Q5-Q1 $5,646 $4,097 $4,935 $5,127
State Total 33,112 $39,466 $41,541 $43,141 $44,494 13%

Figure 10: Average Teacher Salary by Assessed PrapeValuation from 2003-04 to 2006-

07
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6. Do districts serving low-performing students pawéo teacher salaries?

In Arkansas, policymakers are concerned with engunigh quality teachers are placed in front
of the students most in need. One way to examedity of teacher quality is to examine the
salary of teachers as related to the needs ottllersts. Therefore, we examined the extent to




which average teacher salaries vary by districtoperance on the Arkansas Benchmark exam.
As shown in Table 17, districts with the highestles of student proficiency on the state
Benchmark exam spend the most on teacher salarig803-04, the average salaries in districts
with the highest student proficiency stood at jusler $40,000 per year, while average salaries
for districts with the lowest student proficiencene at $41,296.

In short, the state has produced a situation irckvthe districts with the lowest performing
students pay the highest salaries, but thesedisstrave experienced smaller salary growth since
2003-04.

Table 17: Average Teacher Salary by % of Studentsc®ring Proficient or Better on
Arkansas Benchmark Exam from 2003-04 to 2006-07

%

change

Category N of 2003 to

Category Definitions Teachers 2003-04 2004-05 2005-06 2006-07 2007
Quintile 1 0% - 40.17% 7,803 $41,296 $41,238 $43,260 $45,591 10%

Quintile 2 40.17% - 47.42% 5,831 $37,555 $40,040 $41,874 $42,064 12%
Quintile 3 47.43% - 52.00% 4,769 $37,463 $40,565 $41,575 $43,372 16%
Quintile 4  52.01% - 57.42% 6,894 $39,463 $42,312 $43,874 $44,910 14%
Quintile 5  57.43% - above 7,723 $39,971 $42,803 $44,094 $45,621 14%
Diff Q5-Q1 -$1,324 $1,566 $834 $30

State Total 33,020 $39,404 $41,489 $43,088 $44,513 13%




Figure 11: Average Teacher Salary % of Students Sdag Proficient or Better on
Arkansas Benchmark Exam from 2003-04 to 2006-07
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D. Athletic Expenditures

Athletic expenditures have garnered much discusgetthe data before 2005-06 are very
unreliable. Therefore, we only include 2005-06 26686-07 in our analyses below. Indeed, we
caution that these numbers should be viewed sladiytgiven the findings from the legislative
audit for athletic expenditures, which found the tiverage district mis-reported expenditures
by approximately 20%. We anticipate future evaluadiproviding more reliable data for
athletics; however, we include the following comgans to provide a glimpse into the level and
equity of spending for athletics.

1. How much is spent on athletics?

First of all, to assess the concern voiced by mhbaiytoo much of our school budgets are being
allocated to athletic expenditures, we provide diata 2005-06 on statewide athletic
expenditures. We can make no claims regarding vehelistricts are spending too much or too
little as we have no way to guess how msabkhuldbe spent in this area; however, we can
describe how much is categorized as athletic spendi

We find that, on average, districts in Arkansass@227 per pupil in athletic expenditures in
2005-06 and $270 per pupil in 2006-07. In each,yb&s accounted for roughly 3% of the
current expenditures per pupil.

2. Do smaller districts spend more on athletics?

As shown in Table 18, the largest and smallestidistspent at nearly the same levels for
athletics and had lower athletic expenditures pgilghan did districts with medium
enrollments. For instance, in 2005-06, the athleticenditures per pupil in the smallest districts
was $224, compared to $282 for districts with mersiips between approximately 1,250 and
2,500.

Table 18: Athletic Spending Per Pupil by Average Didy Membership from 2005-06 to
2006-07

%

change

Category Avg. ADM N of N of 2003 to

Category Definitions (06-07) Districts Students 2005-06 2006-07 2007
Quintile 1 Below - 554 471 49 23,075 $224 $257 15%
Quintile 2 555 - 825 681 49 33,375 $246 $244 -1%
Quintile 3 826 - 1,233 989 49 48,483 $257 $275 7%
Quintile 4 1,234 - 2,439 1,662 49 81,424 $282 $342 21%
Quintile 5 2,440 - above 5,582 49 273,510 $203 $253 24%

Diff Q5-Q1 -$21 -$4
State Total 1,877 245 459,865 $227 $270  19%




3. Do districts serving low-income students spend noorathletics?

We ask whether high-poverty districts are spendnoge on athletics. Here, we do not find any
clear pattern. The districts serving the fewest-ibeome students are the highest spenders (at
$310 per pupil in 2006-07), but the districts segvihe greatest concentration of low-income
students spend nearly as much at $294 per pupil.

Table 19: Athletic Spending Per Pupil by % of Low-hcome Students from 2005-06 to
2006-07

%

change

Category Avg. ADM N of N of 2003 to

Category  Definitions (06-07) Districts Students 2005-06 2006-07 2007

Quintile 1 0% - 45.58% 2,385 55 131,188 $263 $310 18%

Quintile 2  45.58% - 53.10% 2,074 59 122,371 $194 $288 48%

Quintile 3  53.11% - 60.85% 2,228 49 109,174 $203 $202 -1%

Quintile 4  60.86% - 71.39% 1,164 44 51,226 $270 $253 -6%

Quintile 5  71.40% - above 1,211 37 44,810 $221 $294 33%
Diff Q5-Q1 -$42 -$16

State Total 1,880 244 458,769 $227 $270 19%

4. Do districts serving minority students spendaaran athletics?

We examine the extent to which athletic expendgwagy by the percentage of minority

students within a district. As shown in Table 2@tritts serving the highest concentration of
minority students were the lowest spending of tteaigs on athletics, spending at levels well
below the state average. For example, in 2006t0dests in the highest-minority districts
benefited from $206 per pupil in athletic spendiisgcompared to the state average level of $270

per pupil.



Table 20: Athletic Expenditures Per Pupil by % of Minority Students from 2005-06 to
2006-07

%

Avg. change

Category District (06- N of N of 2003 to

Category Definitions 07) Districts Students 2005-06 2006-07 2007

Quintile1 0% -3.17% 959 50 47,967 $242 $262 8%

Quintile 2 3.18% - 6.86% 1,384 51 70,567 $244 $284 16%

Quintile 3 6.87% - 20.50% 1,611 49 78,932 $273 $299 9%

Quintile 4  20.51% - 43.39% 2,102 49 102,987 $237 $343 45%

Quintile 5  43.39% - above 3,465 46 159,412 $186 $206 11%
Diff Q5-Q1 -$56 -$56

State Total 1,877 245 459,865 $227 $270 19%

5. Do districts with low property values spend eon athletics?

We also asked whether districts with higher localperty values spend more on athletics. Here,
we find that the districts in the two highest whatoups spend below the state average on
athletics, while the districts in the three lowmestalth groups spend above the state average of
$270 per pupil.

Table 21: Athletic Expenditures Per Pupil by Assesxd Property Value from 2005-06 to
2006-07

%

Avg. change

Category District N of N of 2003 to

Category  Definitions (06-07) Districts Students 2005-06 2006-07 2007

Quintile1 0-$41,717 1,181 49 57,876 $245 $305 25%

Quintile 2 $41,718 - $50,234 1,448 49 70,971 $272 $275 1%

Quintile 3 $50,235 - $62,223 1,355 49 66,408 $247 $287 16%

Quintile 4  $62,224 - $77,029 1,659 49 81,285 $213 $252 18%

Quintile 5 $77,030 - above 3,741 49 183,324 $202 $260 28%
Diff Q5-Q1 -$42 -$45

State Total 1,877 245 459,865 $227 $270 19%

6. Do districts serving low-performing students spemate on athletics?

Finally, we examine whether districts that perfdratter academically spend more or less on
athletics. As shown in Table 22, districts thatf@en better spend more on athletics. In 2005-06,
the average spending in districts with the higlpestentage of students scoring proficient (more




than 57%) was $260, compared to $199 for the lopegbrming districts. This gap in spending
for the districts with the highest and lowest parfance remained stable in 2006-07.

Table 22: Total Athletic Expenditures Per Pupil by% Proficiency from 2005-06 to 2006-07

Avg. % change

Category District N of N of 2003 to
Category Definitions (06-07) Districts Students 2005-06 2006-07 2007
Quintile 1 0% - 40.17% 2,260 46 103,946 $199 $223 12%
Quintile 2 40.17% - 47.42% 1,549 50 77,433 $196 $234 20%
Quintile 3 47.43% - 52.00% 1,406 48 67,490 $255 $252 -1%
Quintile 4 52.01% - 57.42% 1,940 51 98,925 $225 $344 53%
Quintile 5 57.43% - above 2,265 49 110,975 $260 $285 10%
Diff Q5-
Q1 $61 $62

State Total 1,880 244 458,769 $227 $270 19%




IV. CONCLUSIONS

Since thd_ake Viewcourt case reached the Arkansas Supreme CoudAyrklamsas Legislature

has made dramatic changes to the level and distibaf resources to Arkansas schools. Past
challenges leveled against the state dealt witlessf adequacy of funding and the equity of the
distribution of funding. Changes enacted during sinde the 2003-04 special legislative session
were intended to both improve the adequacy of regsuand increase the equity by channeling
more resources to disadvantaged students. Theofhas report, simply put, has been to assess
the extent to which the state of Arkansas has heetourt mandate of improving the adequacy
and equity of the state's system of school fundimghort, state policymakers have made great
strides in both of these areas since the Supreme @@ndated change in its 2002 ruling.

A. Resource Levels have Increased

Per pupil revenue has increased by 27% from $7269$8,736, including a 17%
increase in the foundation amount from $4,805 t6383 per pupil.

Indeed, per pupil spending in Arkansas is now seéa@ly to that in Missouri of the
neighboring states and is equal to the nationalaaee

The state share of education funding has increfased49% to 53%.

Total revenue allocated to K-12 education has asxzd from $3.45 billion to $4.48
billion.

Today in Arkansas, nearly 50 cents of every doli#sed by the state government is
spent on K-12 education.

B. Resource Equity for Disadvantaged Students hdmproved

Districts with higher percentages of low-incomedgtnts spend more per pupil than
do districts with lower percentages, and this défee has increased. In 2006-07,
districts serving the greatest numbers of pooresitglhad current expenditures per
pupil of more than $9,300; this is $1,000 more tthenstate average.

Districts serving large numbers of minority studespend more per pupil than do
districts serving mostly white students, and thifecence has increased. In 2006-07,
districts serving the greatest numbers of mina@itidents had current expenditures
per pupil of nearly $9,200 as compared to the ste¢eage level of approximately
$8,300.

Districts serving academically-struggling studesgend more per pupil than do
districts serving higher performing students, and tifference has increased. In
2006-07, districts in which more than 60% of studehd not pass benchmark
exams had current expenditures per pupil of nek#)600 as compared to the state
average level of approximately $8,300.

Smaller school districts have higher than averagel$ of per pupil spending. In
2006-07, the state's smallest districts, most sgrigwer than 500 students, had
current expenditures per pupil of more than $8&90ompared to the state average
level of approximately $8,300.




C. Teacher Salaries have Increased

Teacher salaries are often at the center of dismssf funding adequacy and equity.
Policymakers frequently deal with the question: fa&cher salaries high enough? While there is
no evidence that across-the-board increases ihgeaalaries lead to improved teacher quality
or student achievement, policymakers often useeathyeational resources to improve teacher
salaries in the hopes of recruiting and retainaigrited teachers. In Arkansas, the story is no
different, and we find that the increased resouatlesated to schools have been accompanied
by increases in teacher salaries.

Unadjusted teacher salaries have improved 13% &8i0@8-04, from $39,466 to
$44,494.

Compared to neighboring states and the nationahgee Arkansas teacher salaries
have improved dramatically over the previous teargelndeed, adjusting for cost of
living differences between states, Arkansas teasailaries in 2004-05 were just
below the national average and placed the statedthong the 50 states and above
most bordering states.

Districts serving large numbers of minority studepdy higher salaries than do
districts serving mostly white students. In 2006-@igtricts serving the greatest
numbers of minority students had average teachariesin excess of $46,500 as
compared to the state average of approximatelyc8®4,

Districts serving academically-struggling studgray higher salaries than do most
other districts in the state. In 2006-07, distriatsvhich more than 60% of students
did not pass benchmark exams had average teadhgesan excess of $45,500 as
compared to the state average of approximatelyc8®4,

Larger districts continue to pay higher salariemttdo smaller districts, but this
difference has decreased since 2003-04.

Districts serving high numbers of low-income studerontinue to pay lower salaries
than do those serving fewer low-income studentsttbs difference has decreased
since 2003-04.

D. Athletic Spending is an Area of Concern

Beyond the discussion of adequacy and equity, @dtgps even more important to the taxpayer,
is a discussion of athletic expenditures. While yna@ople across the state discuss the
construction of a new sports complex or the sabfiy new coach, until recently, it was almost
impossible to determine how much Arkansas schqmatson sports, because districts were not
required to report their athletic budgets. For gghough, state education leaders, such as Sen.
Jim Argue and State Board of Education member Bagdylhave raised concerns about the
money spent on athletics.

In line with the persistent request for greatemactability in all aspects of education, the
legislature passed Act 255 of 2007, requiring thtgrto report athletic expenditures publicly.
We find that districts spend an average of $27(peil on athletic expenditures. However,
there is reason to believe that this does not capttal spending for sports. Based on a 2008
legislative audit of athletic expenditures for anpde of Arkansas districts, the average district
mis-reported spending by nearly 20%.




E. Summary and Implications

Throughout this report, we examined the adequadyeguity of school funding in Arkansas.
Historically, we find that Arkansas has been regklii equitable in funding in comparison to the
nation and neighboring states and remains so tétlayever, allegations have been leveled in
the past that Arkansas was not providing enougburess to provide an adequate education
prior to the 2002 court ruling and the subsequegislative responses. The data presented here
indicate that the changes to the funding systenthvtesulted in significant funding increases in
2004-05, 2005-06, and continued increases in 200Ba@e gone a long way toward improving
the resource adequacy of our system.

Moreover, policymakers have enacted policies taanh the equity of our system through
dramatic funding increases to small school digyidistricts serving our most disadvantaged
students, districts serving high percentages obnitinstudents, and districts whose students are
struggling academically.

Clearly, Arkansas policymakers have achieved atgiea over the past few years, increasing
overall funding substantially statewide, and pafady for disadvantaged students. Moreover,
state leaders have also raised teacher salargesetgionally competitive level. Thus, the goals
outlined by thd_ake Viewcase's Special Masters have largely been met.

At the same time, Arkansas has made consideraidesin improving standards. Over the past
few years, for instance, student participation dvanced Placement courses has steadily risen.
Furthermore, the state recently implemented Smam G rigorous secondary level curriculum
ensuring that all high school graduates are prep@rehigher education. As if to reinforce such
improvement, U.S. Secretary of Education Margapatlihgs recently praised Arkansas and
Massachusetts as the two states leading the wsstting new standards in their respective
educational systems.

Indeed, Arkansas' attainment of educational adggsiaculd be hailed as a long-overdue
achievement but should not be viewed as an endimg.Much work remains. Too many of our
high school graduates require remediation when teéagh college. Fewer than one in four
eighth grade students scored at proficient or ali#ee most recent administration of the
National Assessment of Educational Progress. Alsdyborn gaps in achievement persist in
most subject areas between advantaged and disadedrttudents across the state.

Arkansas lawmakers have spent the last severad y@aeasing the resources allocated to K-12
education, eliminating gaps in resources betwesdmand poor students, and ensuring that
rigorous standards were in place. Now, our educatieaders must work to find effective ways
to use our new resources to help all studentsydnal) disadvantaged students, to meet the
challenging standards.



