
THE DEPARTMENT OF 
EDUCATION BUDGET: 
SELECTED ISSUES IN 
PUBLIC SCHOOL FUNDING 
AND ACCOUNTABILITY 

Keith H. R ~ k u m o t o  
Krsrarcher 

Report 40. 6.  1991 

I.r-.gislativt Kcfert,nc.th Kurraau 
State (:apitol 
Hor~olulu ,  Hawaii 96813 



FOREWORD 

This report has been prepared in response to Section 92 of Act 296 (the Generai 
Appropriations Act of 1991), which requested the Legislative Reference Bureau to conduct a 
study on public schooi funding in Hawaii. 

The Bureau extends its sincere appreciation to the following individuals from the 
Hawaii Department of Education: Arthur lseri and Stanley Okano, Accounting Section. Office 
of Business Services; Selvin Chin-Chance and Marion Crislip, Test Development Section, 
Office of the Superintendent; Glenn Hirata and Thomas Gans, Eva!uation Section; Office of 
the Superintendent; Randall Honda, Budget Branch, Office of the Superintendent; Gael 
Mustapha, Communications Branch, Office of the Superintendent; Margaret Donovan and 
Patrick McGivern, Special Education Section, Office of Instructional Services, Appreciation is 
also extended to Marion Higa, Analyst, Office of the Legislative Auditor and Lawrence Picus, 
Center for Research in Education Finance. The generous assistance and cooperation of 
these individuals and countless others significantly facilitated the preparation of this report. 

Samuel 8. K. Chang 
Director 

December 1991 



TABLE OF CONTENTS 

FOREWORD 

EXECUTIVE SUMMARY .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  vii 

1. INTRODUCTION ....................................................................................... 1 

Legislative Histor 1 
Caveats 2 
Design of the Study 2 
Endnotes ....................................................................................................... 3 

2. MEASURES, METHODOLOGIES, AND DATA: THEIR DESIGN AND LIMITATIONS.. 4 

Introduction 4 
Measures of Expenditures for Education .................... .. ...... ... . . . . . . . . . . . . . . . . . . .  4 

Total Annual Expenditures for Educatio 

Pupil-teacher Ratio ......................................................................... 11 

Methods of Comparing Expenditures for Education ...................... .. ............... 11 

Proportions ............... .. .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 
Percent Change From a Base Yea 12 
Rank Order and Changes in Rank Orde 12 
Comparing Rates of Change 12 

Comparability of the National Center for Education 
Statistics' Expenditure Data 13 

Summar 13 
Endnote 14 

3. INFLATION AND CURRENT OPERATIONS EXPENDITURES .................................. 18 

Use of Price Indexes 
Theory and Design of 
The School Price lnde 
Current Operations Ex 

Equipment and Motor Vehicles .......................................................... 21 
Employee Benefits .................... .. 22 
Current Operations Expenditures Data 22 



Endnotes 

4 . EXPENDITURES FOR EDUCATION: AN INTERSTATE PERSPECTIVE ................. 31 

Introduction ................................................................................................. 31 
............................................... Direct Measures.. State Per Pupil Expenditures 31 

......................................................................................... Methodology 31 
Results .......................................................................................... 33 

Indirect Measures.. State Ratios of Student Membership to FTE Staff ............... 39 

....................................................................................... Methodology 39 
Results ................................................................................................ 41 

Indirect Measures.. State Ratios of FTE Staff .............. ....... ......................... 48 

....................................................................................... Methodology 48 
Results .............................. .......... .................................................. 49 

................. Additional Analyses of Indirect Measures.. State Ratios of FTE Staff 55 

........................................................................................ Methodology 55 
Results ................................................................................................ 56 

Discussion ................................................................................................... 56 

Direct Measures.. State Per Pupil Expenditures ................ .. .................. 56 
Indirect Measures.. State Ratios of Student Membership to FTE Staff ....... 57 
Indirect Measures.. State Ratios of FTE Staff .......................................... 58 
Additional Analyses of Indirect Measures.. State Ratios of FTE Staff ........ 59 

Summary ............................................................................................ 60 . . 
tndnotes ............................................................................................. 6 /  

5 . ACCOUNTABILITY .............................................................................................. 70 

Introduction ................................................................................................... 70 
............................ The Nature of Accountability ....................................... ... 70 

Foundation Program Objectives . Performance Expectations. Essential 
..................................... Competencies. and the Regular Instruction Program 71 

The Relationship Between Foundation Program Objectives. 
Performance Expectations. and Essential Competencies ...................... 77 

................................... The Objective of the Regular Instruction Program 71 

Competency-Based Measures ........................................................................ 72 
Educational Assessment and Accountability System ........................................ 75 

Background .......................................................................................... 75 
Applicability of the EAAS to the Regular Instruction 

Program. FPGs . PEs. and ECs ......................................................... 77 

........................................................................... ................... Discussion .. 79 



Summary .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  79 
Endnotes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  80 

ALLOCATION 86 

Introduction .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86 
Equity of Educational Inputs and Educational Outcomes ... 86 

PROGRAM STRUCTURE ...................................................................................... 101 

Introduction .................................................................................................. 101 
Evolution of the Program Structure for Education 101 

School-by-School Budgeting ................................................................. 108 
Translating ... ... . . .. . . . . ......... . ... ....... ... .... .. ...... .. ... ... ..... . .. .... ... ... ... ... ... . . . .. . 108 

Translation ................................................................................................... 109 
Summary 1 10 
Endnotes 110 

TABLES 

Change in Per Pupil Expenditure ........................................................................... 24 

Current Operations Expenditures in Current Dollars ................................................. 25 

Total Current Expenditures Per Pupil for Fiscal Year 1989 
Based on Student Membership as of Fal! 1988 ................ 

Current Expenditures Per Pupil for Instruction for Fiscal 
Year 1989 Based on Student Membership as of Fall 1988 

Current Expenditures Per Pupil for Support Services for Fiscal 
Year 1989 Based on Student Membership as of Fall 1988 ....... 

Currant Expendlriires Per Pupil for Noninstruct;on for Fiscal 



Year 1989 Based on Student Membership as of Fall 1988 

Current Expenditures Per Pupil for Direct Support for Fiscal 
Year 1989 Based on Student Membership as of Fall '988 ........................................ 38 

Ratios of Student Fjlembership to Full-Time Equivalent (FTE) 
lnstructicnal Staff: Fall 1989 ............................................ 

Ratios of Student Membership to Full-Time Equivalent (FTE) 
Administrative Staff: Fall 1989 ........................................... 

Ratios of Student Membership to Full-Time Equivalent (FTE) 
Support Staff: Fall 1989 ........................................................................................ 46 

Number of Full-Time Equivalent (FTE) lnstructional Staff FTE, 
Administrative Staff, and FTE Support Staff: Fall 1989 ........... 

Ratios of Full-Time Equivalent (FTE) lnstructional Staff and 
FTE Administrative Staff to FTE Support Staff: Fall 1989 ... 

Ratios of Full-Time Equivalent (FTE) lnstructional Staff and 
FTE Support Staff to F I E  Administrative Staff: Fall 1989 ... 

Ratios of Full-Time Equivalent (FTE) lnstructional Siaff to 
FTE Administrative Staff and FTE Support Staff: Fali 1989 

Ratios of All Full-Time Equivalent (FIE) Staff Other Than 
Officials and Administrators to FTE Officials and 
Administrators: Fall 1989 ....................................................................................... 61 

Ratios of All Full-Time Equivalent (FTE) Staff Other Than 
Other Support Staff to FTE Other Support Staff: Fail 1989 

Ratios o! All Full-Time Equivalent (FTE) Teachers to 
FTE Staff Other Than Teachers: Fall 1989 ........................................................ 65 

APPENDICES 

Expenditures for Equipmen! and Motor Vehic!es in Current Dollars ......................... 113 

Expenditures for Government Contribution to Social Security, Retirement 
Funds, Insurance, and Medical Pian In Current Dollars ........................... .. ....... 117 

Ccmrnents of the Department of Education Regarding a Preliminary 
Draft of this Reoort ...................................................................... 



EXECUTIVE SUMMARY 

Introduction 

This executive summary discusses the Legislative Reference Bureau's findings and 
recommendations with respect to selected issues in public school funding and accountability. 
This summary does not discuss the assumptions upon which some of the Bureau's findings 
and recommendationsare based and :he caveats regarding their interpretation and use. 

Because this is only a summary document, it should not be used in lieu of Chapters 2, 
3, 4, 5, 6, and 7, to support decisions affecting public pol icy~nciuding the apprcpriarion and 
allocation of personnel and material resources. At a minimum, readers should review 
carefully the indicated page or oages that discuss the Bureau's findings and 
reccmmendaticns with respect to a selected issue or selected issues in public school funding 
and accountability. 

Scope of the Study 

Section 92 of Act 296, Session Laws of Hawaii 1991 (the General Appropria!ions Act of 
1991), requests the Legislative Reference Bureau to: 

. . .  [Clonduct a study o f  p u b l i c  school funding,  i n c l u d i n g  such 
aspects as the appropriateness of the c u r r e n t  system o f  resource 
a l l o c a t i o n  and a c c o u n t a b i l i t y  i n  the  department o f  educat ion; 
ana lys is  o f  che amounts expended f o r  such func t i ons  as 
admin i s t ra t i ve  support i n  comparison t o  the  m o c n t s  expended 
d i r e c t l y  f o r  students, such as classroom teaching; [emphasis 
added] comparison o f  Hawai i ' s  funding l e v e l s  and funding systems 
with those o f  o ther  se lec ted  school systems; and ana lys i s  o f  
a l t e r n a t i v e s  t o  improve the  present methods o f  budgeting, 
appropr ia t ing ,  and a l l o c a t i n g  funds f o r  p u b i i c  schools .... 
In discussing the need for this study in Conference Committee Report No. 75 on 

House Bill No. 139, Sixteenth Legislature, Regular Session of 1991, the Legislature stated: 

. . .Your Comxittee i s  concerned t h a t  wh i l e  a s i g n i f i c a n t  p o r t i o n  
o f  the S t a t e ' s  resources and increasi r ,g ly  l a r g e r  amounts are  
appropr iated each year t o  fund p u b l i c  schools, there a r e  s t i l l  
c laims and c r i t i c i s m s  t h a t  n o t  enough funds have been prov ided t o  
the Cepartment o f  Educat ion. Y o i i r  Committee i s  a l s o  concerned 
t h a t  wh i l e  educat ioc budgets have increased, there  remains 
u c c e r t a i n t i e s  as t o  how much o f  the f-nds are  i n  d i r e c t  support 
of i n d i v i d u a l  schcnls [emphasis added] ana whetner the  c u r r e n i  
funding system i s  appropr ia te  i n  view o f  such deveiopments as 
SCBM [School/Conmuniiy-Based Management] . . . .  

This study does not attempt to validate data that rank Hawaii's per pupii expenditures 
for education, class sizeratics, and per capita direct school expenditures, along with the 
same for the other forty-nine states and the District of Columbia. Similarly, this study does 
not attempt to validate data that compare changes in the percentage of pubiic education - 
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expenditures to total State operating expenditures over time. In short, this study does not 
attempt to validate the Department's contention that over the past twenty-five years 
funding support for public education in Hawaii has deteriorated badly. sliding from near the 
top to near the bottom nationally, and that the funding erosion has been so dramatic, the 
State's conduct in this matter could be described as gross neglect. 

The Bureau does not believe that new knowledge would be created by reanalyzing and 
reinterpreting the same d z ,  using the same methodologies, that the Department has already 
analyzed, interpreted, and submitted to the Legislature for review. The Bureau does not 
believe, and the legislative history of Act 296 does not confirm, that the Legislature was 
interested in having these same data reanalyzedand reinterpreted using the same 
methodologies as the Department. Rather, the Bureau believes that the Legislature was 
primarily interested in how the Department was expending the funds appropriated by the 
Legislature; specifically, how much was being expended by the Department for such functions 
as administrative support in comparison to how much was being expended directly for 
students, such as classroom teaching 

Comments of the Department of Education Regarding a Preliminary Draft of this Report 

On November 15, 1991, the Bureau transmitted to the Superintendent of Education 
chapters 2 through 7 from a preliminary draft of this report. The Bureau asked that the 
Superintendent make any comments, cite any errors, state any objections, or suggest any 
revisions to these drafts. The Superintendent's response to these drafts is included as 
Appendix C. When deemed appropriate by the Bureau, revisions to these drafts were made 
and the Superintendent's comments and suggestions incorporated into this report. 

Since not all of the Superintendent's comments and suggestions were incorporated 
into this report, the Bureau included the Superintendent's unedited comments to the 
abovementioned drafts as an appendix. 

Inflation and Current Operations Expenditures 

*Not including expenditures for capital outlays, debt service, equipment, and motor 
vehicles, per pupil expenditures increased 2.0 percent from fiscal year 1988-1989 to fiscal 
year 1989-1990, after inflation. For further discussion, see pages 22 to 23. 

Expenditures for Education 

*Compared to the other 49 states and the District of Columbia, Hawaii's 
expenditure per pupil for "noninstruction" (i.e., food service operations and other auxiliary 
enterprise operations), appears to be out oTcharacter with the State's low total per pupii 
expenditure and per pupil expenditures for "instruction" (i.e., activities dexng  directiy with 
the interaction between students and teachers) and " s u p p z  servicess (i.e., student support 
services, staff support services, general administration, school adminxtration, business, 
operation and maintenance of plant, student transportation services, and central 
expenditures). The fact that Hawaii's expenditure per pupil for noninstruction is greater than 
the median state expenditure per pupil for noninstruction is not remarkable. The fact that 
Hawaii's expenditure per pupil for noninstruction would place the State in the highest quarter 
of a distribution consisting of the other forty-nine states and the District of Columbia is, on the 
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contrary, quite surprising given the State's consistent placement in the next to lowest quarters 
of similar distributions for total per pupil expenditure and per pupil expenditures for instruction 
and support services. 

'Compared to the other 49 states and the District of Columbia, Hawaii does - not 
appear to have: 

(1) A large number of administrative staff (i.e., officials and administrators and 
school administrators) in relation to the n u s e r  of students; and 

(2) A large number of support staff (i.e., guidance counselorsldirectors, librarians, 
and "other support staff") in relationto the number of students. 

Hawaii appears to have a number of instructional staff (i.e., teachers and instructional 
aides) in relation to the number of students. For further discussion, see pages 39 to 47 
(methodology) and pages 57 to 58 (results). 

'Compared to the other 49 states and the District of Columbia, Hawaii does not - 
appear to have: 

(1) A large number of administrative staff in relation to the number of instructional 
staff and support staff; 

(2) A - small number of instructional staff in relation to the number of administrative 
staff and support staff; and 

(3) A large number of support staff in relation to the number of instructional staff 
and administrative staff. 

For further discussion, see pages 48 to 55 (methodology) and pages 58 to 59 (results). 

"Compared to the other 49 states and the District of Columbia, Hawaii does - not 
appear to have: 

(1) A large number of officials and administrators (i.e., chief executive officers of 
the education agencies, including superintendents, deputy and assistant 
superintendents, and other persons with district-wide responsibilities) in relation 
to the number of staff other than officials and administrators; 

(2) A large number of other support staff (i.e., ail other staff who serve in a support 
capacity and are not included in the cFegories of central office administrative 
support, library support, or school administrative support) in relaticn to the 
number of staff other than other support staff; and 

13) A - small number of teachers (i&, those who provide instruction to 
prekindergarten, kindergarten, grades one through twelve, or ungraded 
classes, including those who teach in an environment other than a classroom 
setting) in relation to the number of staff other than teachers. 

It should be noted that Hawaii's count of "officials and administrators" also includes the State 
Superintendent, Deputy Superintendent, and four Assistant Superintendents. For further 
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discussion, see pages 55 to 56 and pages 61 to 66 (methodology), and pages 59 to 60 
(results). 

Competency-Based Measures 

'Although the stated measures of effectiveness for the regular instruction program 
make specific reference to eight foundation program objectives (FPOs) and the competency- 
based measures (CBMs) for grade 3, the DOE recently suspended both the administration of 
the CBMs !or grade 3 and the piloting of the CBMs for grades 6, 8, and :0. It appears that 
many of the difficulties encountered by the DOE in administering the CBMs for grade 3 were 
largely unavoidable. For further discussion, see pages 71 to 73. 

'The lack of administrable CBMs for assessing student progress in achieving the 
performance expectations (PEs) makes it difficult to assess the effectiveness of the regular 
instruction program, which includes language arts, mathematics, physical education, health, 
science, art, music, social studies, guidance, foreign languages, practical arts, and 
vocational-technical education. For further discussion, see pages 73 to 75. 

Educational Assessment and Accountability System 

'The DOE'S Educational Assessment and Accountability System (EAAS) 
implementation plan does not explicitly discuss a mechanism or the development of a 
mechanism for linking assessment, analysis, and accountability to some system of 
programming, planning, budgeting, and management. Given the period of time encompassed 
by the EAAS implementation plan, the DOE should begin discussing this mechanism or the 
development of this mechanism in order to ensure the timely deployment of a useful 
educational assessment and accountability system. For further discussion, see page 76. 

*While the examination and resolution of conceptual and technical problems are of 
great importance to the successful implementation of the EAAS, the DOE and the iegislative 
Auditor are presenrly at odds over the speed at which the DOE is researching and developing 
the E M S .  The six working papers and draft working papers completed by the DOE as par1 of 
its research and development of the EAAS provide sufficient information for the Legislature to 
make an informed choice between the need for immediacy and the need for quality with 
respect to the development of the EAAS. If the Legislature chooses the need for immediacy 
over the need for quality, then the Legislature should be prepared to accept the quality of the 
product developed by the DOE. Conversely, i f  the Legislature chooses the need for quality 
over the need for immediacy, then the DOE should be prepared to accept responsibility for 
the quality of the product deiivered to the Legislature. For further discussion, see pages 76 to 
77. - 

'The E M S  should be depioyed in functional increments that will be useful to the 
Legislatiire, school communities, and the DOE. Decidini; what these increments shouid be 
and when they should be deployed is difficult, if not practically impossible: to predict. 
Although the research and development of the E M S  should not and probably cannot be held 
to a rigid schedule, the Legislature and the DOE should come to some tentative agreement on 
the incremental deployment of the EAAS. For further discussion, see page 77. 
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Applicability of the EAAS to the Regular Instruction Program 

'Although the DOE proposes to use the EAAS to guide the Department's program 
planning and budget development efforts in the future, the EAAS implementation plan makes 
no mention of the regular instruction program, FPOs, PEs, or CBMs. Given the fact that the 
EAAS is designed to provide school-level assessment and accountability reports rather than 
program-levei assessment and accountability reports, it would appear that integration of the 
EAAS with the State's PPB system iyii! not be a high priority objective for the DOE. 
further discussion, see page 77. 

'The DOE appears to be developing two separate assessment and accountability 
systems; one focused on program-level performance outcomes and another focused on 
school-level performance outcomes. While the development of two assessment and 
accountability systems is not necessariiy redundant or wasteful, the utility of the different 
levels of data that will be gGerated by the two systems should be explained in greater detail. 
For further discussion, see page 78. 

*In view of the State's current commitments to SCBM and PPB, the development of 
two separate systems of assessment and accountability is consistent with the respective 
information demands of SCBM and PPB. The development of linkages between these two 
assessment and accountability systems should be carried out concurrently, if possible, to 
maximize the usefulness of the final products to the DOE, the Board of Education, the 
Legislature, and the Governor. For further discussion, see page 78. 

"The Bureau believes that the crucial issue confronting the Legislature at this time is 
whether or not school communities should be permitted to implement SCBM without the 
EAAS in whoie or in increments. While the success or failure of SCBM will not be evaluated 
solely on the basis of the EAAS (school status and improvement reports are to also be 
considered), the EAAS will play an important role in the evaluation of SCBM schools and, 
consequentiy, the evaiuation of SCBM itself. Consequently, the following policy-related 
question should be addressed by the Legislature, "Should school communities be permitted 
to implement SCBM without having in place a functioning educational assessment and 
accountability system?" For further discussion, see page 79. 

Equity of Educational Inputs and Educational Outcomes 

'While the DOE'S system of allocating resources appears to be highly equitabie in 
terms of distributing educational inputs to the seven departmental school districts and 232 
regular schools in the State, the DOE appears to lack a quantifiable methodology for ensuring 
the equity of educational outcomes amongst disparate student populations (3, "alienated", 
"poor English speaking", "low achieving", "special educationnl and "regular" studentsj. 
Educational outcomes, or the results of the interaction between students and the public 
education system, include, but are not limited to, educational attainment and educaticnal 
achievement. Educalicnai attainment refers to the rate of high school completion and the 
percentage of students who drop out of schooi, whereas educational achievement refers to 
student achievement as measured by test scores. To place the idea of ensuring the equity of 
educational outcomes into perspective, it is useful to examine the following question: "Should 
the socio-economic status or, in certain instances. the disability status of a student determine 
the student's level of educational attainment and educational achievement?" For further 
discussion, see pages 88 to 89. 
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'One limitation of methodologies attempting to ensure the equity of educational 
outcomes is that all students must be capable of similar levels of educational attainment and 
educational achievement if educational inputs are to be allocated on the basis of quantitative 
rather than qualitative assessments. Another, perhaps more troublesome, limitation of 
methodologies attempting to ensure the equity of educational outcomes is their ability to 
create gross inequities in educational inputs. For further discussion, see pages 30 to 91. 

'If the Legislature chooses to pursue the idea of allocating educational inputs to 
ensure the equity of educational outcomes, then the Legislature may want to undertake the 
following: 

(1) Request the DOE to investigate the potential socio-economic impacts of 
allocating educational inputs to ensure the equity of educational outcomes; and 

(2) Request the DOE to investigate the feasibility of using existing qualitative and 
quantitative data to allocate educational inputs in order to ensure the equity of 
educational outcomes. 

For further discussion, see pages 91 to 92. 

*The DOE'S current system of allocating resources is not well-suited to ensuring the 
equity of educational outcomes partly because of the manner in which the resources are 
appropriated by the Legislature. Resources for regular instruction (EDN 105), other regular 
instruction (EDN 106), special education (EDN 107), and compensatory education (EDM 108), 
are appropriated by the Legislature as separate amounts, without the benefit of empirical data 
on the relative amounts of educational inputs needed to ensure the equity of educational 
outcomes. For further discussion, see pages 92 to 93. 

'The lack of a quantifiable methodology for allocating resources to ensure the equity 
of educational outcomes is, at the very least, an impediment to holding school principals, 
district superintendents, the Superintendent of Education, and the Board oi Education, 
accountable for any inequities in educational outcomes. Consequently, the following policy- 
related questions should be addressed by the Legislature: 

(1) Should the methodology used by the DOE to allocate resources shift from 
ensuring the equity of educational inputs toward ensuring the equity of 
educational outcomes? 

(2) Should the methodology used by the DOE to allocate resources be established 
by the Legislature or the DOE? If "the Legislature", then should the 
methodology be established by law? 

(3) Should resources be appropriated by the Legislature in one lump sum if the 
methodology used by the DOE to allocate these resources can ensure tne 
equity of educational outcomes? 

If the answer to the first of the three foregoing questions is "no", then the following 
policy-related questions should be addressed by the Legislature: 

(1) Shauid the Legislature continue to permit the Superintendent of Education and 
district superintendents to withhold resources? If "yes", then; 
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(2) Should the Legislature limit the percentage of resources that can be withheld 
by the Superintendent of Education and district superintendents? and 

(3) Should the Legislature specify the appropriate use of resources that are 
withheld by the Superintendent of Education and district superintendents? If 
"yes", then should these uses be established by law? 

If the answer to the first of the three foregoing questions is "no", then the following 
policy-related questions should be addressed by the Legislature: 

(1) Should the Legislature prohibit the Superintendent of Education and district 
superintendents from withholding resources? If "yes", then should this 
prohibition be established by law? 

(2) Should the Legislature appropriate resources directly to the state office and 
district offices? 

For further discussion, see pages 97 to 98. 

Assistance for Special Student Populations 

'Of the three main approaches (i.e., weighting schemes, excess cost formulas, and 
flat grants) used to allocate resources fo~special student populations, weighting appears to 
be the most applicable to Hawaii. Although the manner in which the Legislature currently 
appropriates resources for education programs obviates the need for enrollment allocation 
weights, this does not preclude the use of enrollment weights in such areas as programming, 
planning, budgeting, and management. Enrollment weights can be used to determine the 
relative amounts that should be appropriated for different education programs or to allocate a 
lump-sum appropriation to different education programs, when valid and reliable enrollment 
data are available. For further discussion, see pages 94 to 95. 

Enrollment Allocation Weights and School-by-School Budgeting 

"Enrollment weights would seem to provide an objective, quantifiable methodology for 
developing school budgets. One advantage of using enrollment weights and a formula to 
develop school budgets is that the Legislature would not have to concern itself with the 
burdensome task of reviewing and overseeing the execution of more than 200 individual 
school budgets. Other important advantages to using enrollment weighrs and a formula to 
develop school budgets are that an enrollment weights and formula approach to budgeting 
could: 

(1) Increase the impartiality of budgeting and resource allocation; 

(2) Focus attention on educational outcomes and ways to ensure the equity of 
educational outcomes; 

(3)  Allow the Legislature to concentrate on determining education policy and the 
education budget; and 
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(4) Permit tne DOE to concentra:e on !mpiementing the Legislature's education 
policies and executing the education oudget 

For further discussion, see pages 95 to 96. 

'One disadvantage of an enroilment weights and formula approach to budgeting is the 
fact that no enrollment weight and formula can fully account for truly exceptional 
circumstances. One limitation of this approach to budgeting is that specific legal mandates 
could prevent personnel and material resources from being decreased in an equitable 
manner. For further discussion, see page 96. 

'An enrollment weights and formula approach to budgeting would appear to be 
especially compatible with SCBM and lump-sum budgeting since it would allocate resources 
in a way that ensures the equity of educational outcomes and allow individual schools the 
freedom to use these resources in a manner deemed appropriate by the school's community. 
For further discussion, see pages 96 to 97. 

Program Structure 

*Any discussion concerning alternatives to the current program structure of the DOE 
must be based on a notion of what the program structure should accomplish. The following 
propositions identify some of the important policy issues that should be considered in this 
discussion. 

(1) The DOE's program structure should be dictated by the direction of school 
reform, and conversely, the direction of school reform should not be dictated by 
the DOE's program structure. 

(2) The DOE's program structure should reflect how educational services are 
organized and delivered by schools, district offices, and the state office. With 
this program structure, legislative appropriations are also brought into 
alignment with how educational services are organized and delivered. 

(3) The DOE's program structure should reflect state education goals 

(4) The DOE's program structure should consider allocating educational inputs in a 
manner that ensJres the equity of educational outcomes for disparate student 
populations and for schools with disparate student populations. (It should be 
noted that this issue is one of the policy questions that may need to be 
addressed by the Legislature.) 

For further discussion, see pages 704-106. 

*By not adopting a program structure for regular ~nstr~~ct ion that reflects how schools 
are organized, provide services, and expend resources: 

(i) A large number of unilateral decisions regarding the aiiocation of resources 
need to be made by the DOE unless the Legislature provides a translation 
linking the appropriation-budget structure to the DOE program structure; 



EXECUTIVE SUMMARY 

(2 )  There would be no effective way to verify that teachers are expending these 
resources in the manner intended by the Legislature; and 

(3) Depending on the amount of recordkeeping and reporting iequirements 
imposed on teachers, the traditional DOE program structure for regular 
instruction could eventually thwart the intent of SCBM. 

For further discussion, see page 107. 

'Some of the most persistent problems encountered in the development of viable 
alternatives to the current program structure of the DOE stem from the program structure for 
regular instruction in the schools. The DOE'S program structure for regular education was 
comprised of elementary, intermediate, and high school expenditure functions at one time, 
and mathematics, language arts, science, etc., expenditure programs at another. The 
problem with these program structures stemmedfrom the fact that schools and teachers were 
not organized strictly according to expenditure functions (i.e., elementary, intermediate, and 
high school) or expenditure programs (i.e., mathematics, language arts, science, - etc.). - For 
further discussion, see pages 106 to 107- 

'Because SCBM has yet to be implemented in all schools, universal lump-sum 
budgeting would not appear to be warranted at this time. While lump-sum budgeting is 
warranted for SCBM schools, it is not warranted for non-SCBM schools. As the DOE moves 
toward 100 percent participation in SCBM, enrollment weights and a formula could be used by 
the Legislature to determine the respective amounts that should be appropriated for regular 
instruction (EDN 105), other regular instruction (EDN 106), special education (EDN 107), and 
compensatory educatior (EDN 108). Personnel and material resources for these four 
ex~enditure functions. minus ~ersonnel and material resources for noninstructional classroom 
services, could then be allocated to the schools based on enrollment. For further discussion, 
see page 108. 

'Another alternative to the current program structure of the DOE would be to leave the 
current program structure "as is" and to direct the allocation and expenditure of personnel 
and material resources through a translation linking the appropriation-budget structure to the 
DOE program structure. If the Legislature chooses to utilize a translation for these purposes, 
then the following should be considered: 

( I )  The translation should not contain so many expenditure categories that it 
weakens ihe program structure of the DOE. Changes to the current program 
structure should be made "up front" and not through the "back door" by way of 
the translation; 

(2) The translation should focus only on those areas of primary concern to the 
Legislature, a, the amounts expended for classroom instruction versus 
noninstructional classroom services; 

(3) Although the translation should be treated as a supplemental display to !he 
current program structure of the DOE, the translation should be estabi~shed by 
law; and 

(4) The trans!ation should be used by the DOE to prepare its annual operating 
budget request in line with PPB: the State's planning, programming, and 
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budgeting system. The DOE should also use the translation to account for all 
expenditures and variances between budgeted and actual expenditures. 

For further discussion, see pages 108 to 109. 

'The following is just one of many versions of a translation that can be used by the 
Legislature to provide explicit instructions to the DOE on how specific resources should be 
expended. Expenditure categories for the translation are denoted by triple asterisks ("*) and 
bold typeface. Expenditure functions that comprise the current program structure of the DOE 
have been placed in specific expenditure categories. 

TRANSLATION 

State and district-wide support to schools 

State and district-wide administrative support ("') 

State administration (EDN 303) 
District administration (EDN 304) 
lnstructional development (general direction only)(EDN 205) 
School food services (state administrative services only)(EDM 305) 
Physical plant operations and maintenance (state administrative services 

only)(EDN 307) 

State and district-wide support services ("') 

lnstructional development (except general direction)(EDM 205) 
School food services (except state administrative services)(EDN 305) 
Physical plant operations and maintenance (except state administrative 

services)(EDN 307) 
Safety and security services (EDN 306) 
Educational assessment and prescriptive services (EDN 208) 
lnstructional media (audiovisual centers only)(EDN 204) 
Noninstructional classroom services 

Regular instruction (EDN 105) 
Other regular instruction (EDN 106) 
Special education (EDN 107) 
Compensatory education (EDN 108) 

Direct support to schools 

Classroom instruction (" * *) 

Regular instruction (EDN 105) 
Other regular instruction (EDN 106) 
Special education (EDN 107) 
Compensatory education (EDM 708) 

Student services ("') 

lnstructional media (school libraries only)(EDN 204) 
Coiinseiing (EDI'I 206) 
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Student activities (EDN 207) 

School administration (EDN 203) 

For further discussion, see pages 109 :o 110. 





CHAPTER I 

INTRODUCTION 

... When I went to Columbia for my a3missions interview in tke 
fall of my senior year at Dartmouth, : felc very m ~ c h  at tone in 
the famiiiar corridors where Paul had helped !ne nasquerade as a 
medical student years before. It was inconceivable ihat : would 
not be admitted. My discussion with the admissions panei seemed 
to go wel: until one of them asked me, "Do you ever expect to 
make any major discoveries in medicine?" 

I responded, "Well, sir, from what little experience I have in 
reading about discoveries in the field of medicine, I rather 
think that those who make them are building upon the efforts of 
many who preceded them, but did not do the final thing Chat 
achieved success and fme. I would like to be one who nakes a 
major discovery, but I will be content to contribute to the 
process. " I  

C. Everett Koop 
former Surgeon General of the Dnited States 

Legislative History. Section 92 of Act 296, Session Laws of Hawaii 1991 (the General 
Appropriations Act of 199i),  requests the Legislative Reference Bureau (hereinafter referred 
to as "the Bureau") to: 

... [Clonduct a study of public school funding, ixcluding such 
aspects as the appropriateness of the current system of resource 
allocation and accountability in the department of education; 
analysis of the amounts expended for such funciions as 
administrative support in comparison to the mounts expended 
directly for students, such as classroom teaching; comparison of 
Hawaii's funding levels and funding systems with those of other 
selected school systems; and analysis of alternatives to improve 
the present methods of budgeting, appropriating, and allocating 
funds for public schools . . . .  

In discussing the need for this study, the Legislature stated:' 

. . .  Your Committee is concerned that while a significant porzio-, 
of the State's resources and Fncreasirgly larger amounts are 
appropriated each year to find public schools, there are still 
claims and criticisms 'hat not enough funds have been provided to 
the Department of Education. Your Colrmittee is also concerned 
that while education budgets have increased, there remains 
uncertainties as to how much of the funds are in direct support 
of individual schools and whether the current funding system is 
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appropr iate i n  view of  such developments as SCBM 
~SchooliCommunity-Based Management] . . . .  

Caveats. This study builds upon the efforts of preceding investigators who, iike the 
Bureau. have sought to resolve the longstanding questions over public school funding 
involving the Legisiature, the Department of Education (DOE), the Board of Education, and 
the Governor. The critical issues that this study analyzes wili, hopefully, contribute to the 
dialogue. and in doing so, add to the growing stockpile of knowiedge on public school 
funding. 

This study is neither an audit of the DOE nor a study of the issue of governance, as it 
relates to resource allocation. Findings and conclusions concerning the current system of 
resource allocation in the DOE therefore should not be construed as an expression of 
approval or disapproval for any particular structure of governance. Finaily, as the Bureau 
ciaims no particular expertise in this area, the results of this study should not be regarded as 
anything other than an attempt by laypersons to analyze objectively the issues presented for 
examination. 

Design of the Study. This study consists of six chapters in addition to this introductory 
chapter. 

Chapter 2 discusses some of the different measures, methodologies, and data that 
have been used to analyze the amounts expended for education. Specifically, this chapter 
discusses their limitations; proposes alternatives when alternatives are available; and 
identifies important assumptions when alternatives are not available. 

Chapter 3 provides the working bases for an analysis of the amounts expended for 
education. Specifically, this chapter examines the relationship between inflation and current 
operations expenditures, and how current operations expenditures for education have 
changed over time. This chapter also discusses the theory and design of the school price 
index developed by Research Associates of Washington specifically for the purpose of 
measuring the effects of inflation on the current operations of elementary and secondary 
schools. 

Chapter 4 provides the working bases for an analysis of the amounts expended for 
such functions as administrative support in comparison to the amounts expended directly for 
students. Specifically, this chapter reanalyzes data published by the United States 
Department of Education, Nationai Center for Education Statistics in an attempt to directly 
and indirectly measure the amounts expended for various educational functions. 

Chapter 5 assesses the utility of the current system of accountability in the DOE. 
Specifically, this chapter reviews the relaticnship among the regular instruction program, 
foundation program objectives. performance expectations. essential competencies, 
competency-based measures, and the Hawaii State Test of Essential Competencies. It also 
discusses the status of the competency-based measdres for grades 3, 6, 8. and 10; reviews 
tke background of the Educationai Assessment and Accountability System; and discusses the 
applicability of the Educationai Assessment and Accountability System to the regular 
instruction program. 

Chapter 6 assesses the equity of the current system of resource allocation in the DOE. 
Specifically, this chapter reviews the current system of resource allocation in the DOE with 
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respect to ensuring the equity of educational inputs and educational outcomes; discusses the 
limitations, advantages, and disadvantages of methodologies attempting to allocate 
educational inputs to ensure the equity of educational outcomes; acd suggests activities that 
the Legisiature may undertake if it chooses to pursue the idea of allocating educational inputs 
to ensure the equity of educational outcomes. 

This chapter also reviews rhe manner in which resources are currently appropriated by 
the Legislature; discusses how the needs of special student populations are currently 
addressed by the DOE and the Legislature; describes the use o i  enrollment allocation weights 
to allocate resources for special student populations and to develop school budgets; and 
points out the advantages and disadvantages of using an enrollment allocation weights and 
formula approach to budgeting. 

Finally, this chapter discusses the policy decisions that should be addressed by the 
Legislature with respect to holding school principals. district superintendents, the 
Superintendent of Education, and the Board of Education, accountable for inequities in 
educational outcomes. 

Chapter 7 provides the working bases for an analysis of the current program structure 
of the DOE. Specificaliy, this chapter describes the evolution of the program structure for 
lower education from fiscal year 1965-1966 to fiscal year 1991-1992; identifies some of the 
important policy issues that should be considered in a discussion of alternatives to the current 
program structure of the DOE; discusses some of the persistent problems encountered in the 
development of viable alternatives to the current program structure; and describes two new 
alternatives to the current program structure. 

ENDNOTES 

1 C Everen Koop Koop The Memoirs of America's Family Doctor (New York Random House lnc 
1991) p 52 

2 Conferellce Committee Report No 75 on House Bill No 139 Sixteenth Legislature Regular Session of 
1991 p 10 



CHAPTER 2 

". . . [ L iea rn ing  does n o t  cons i s t  on ly  of knowing what we ~ u s t  o r  
we car. do, b u t  a l s o  o f  knowing what ;le could do and perhaps 
should n o t  d ~ . ' ' ~  

Introduction 

The purpose of this chapter is to discuss some of the different measures; 
methodologies, and data that have been used to analyze the amounts expended for 
education. Specifically, this chapter discusses their limitations; proposes alternatives when 
alternatives are availabie; and identifies important assumptions when alternatives are not 
available. This chapter is not intended to be an authoritative or exhaustive discussion of this 
subject, and by no means is it intended to question the motives or integrity of other 
investigators or to raise doubt on the quality of what appears in the educational literature. 
Rather, the goal of this discussion is to assist the Legislature in the critical appraisal of 
reports analyzing the amounts expended for education. 

Most, i f  not all, applications of data are susceptible to some sort of criticism. 
Agencies, such as the DOE, must use available data and work to improve them at the same 
time. There are, at this time, no perfect data on the amounts expended for education. 
Consequently, it is especially important to understand the limitations of these data and the 
assumptions upon which they are based. 

Measures of Expenditures for Education 

Total Annual Expenditures for Education. Total annual expenditures by the DOE and 
the various state and county agencies for educational purposes is probably one of the easiest 
and most quickly ascertained measures of funding support for education, but it is also one of 
the most difficult to interpret. The most important limitation of this particular measure is that 
it faiis to take average daily membership2 (ADM), which is also referred to as average daily 
enrollment, into consideration. It assumes ADM to be essentially constant from cce year to 
the next or from one state to another, depending on whether analysis of funding support for 
educat~on is being performed over time or between states. Because total ann~ial expenditures 
for education vary in relation to ADM, a comparison of total annual expenditures would have 
to be based on the assumption that ADM was essentially cocsiant over time or between 
states in order for the comparison to be usefui. While minor variations in ADM over time or 
between states can probably be ignored, what constitutes a "minor" varia:ion is subject to 
debate. One technique then for dealing with this ;imitation is to compute the ratio of ioiai 
annual expenditures to ADM. 

Expenditure Per Pupil in Average Daily Membership. While a numerical index based 
on total annual expenditures and ADM is conceptually appealing, it has certain !imitations. 
For example, the expenditure per pupil in average daily membership assumes that ail pupils 
have essentiaily the same basic needs. The implication is that it costs the same to provide 
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for the needs of ail pupils, regardless of their grade level or whether they are classified as 
nomebound and hospitalized, alienated, gifted and talented, poor English speakers, low 
ach~evers, or handicapped. While it would be more accurate to compute the expendirure per 
pupil in average daily membership based on the weighted number of full-time equivaient 
(FTE) pupiis in each grade level and the weighted number of FTE pupils classified as 
homebound and hospitalized, alienated, gifted and talented, poor English speakers, low 
achievers, or handicapped, deriving an appropriate weight for each grade level and pupil 
classification without the benefit of empirica! data would be controversial. 

Although anticioated increases in ADM are used to justify increases in funding support 
for education, decreases in ADM may not necessarily result in decreases in funding support 
for education. The National School Boards Association (MSBA) explains this phenomenon in 
the following manner? 

... With fewer p u p i l s ,  would i t  n o t  seem t h a t  school expenditures 
should drop correspondingly? 

To the chagr in  and baf f lement  o f  board members and taxpayers, 
i t  doesn ' t  worK ou f  t h a t  way. Why? One simple answer i s  
i n f l a t i o n .  However, i t  i s  a b i t  more complex than t h a t .  Pub l i c  
schools a l s o  are  opera t ing  w i t h  a number o f  f i x e d  costs,  most o f  
which cannot be reduced s u b s t a n t i a l l y ,  even w i t h  smal ler  
enrol lments. 

Here i s  the  way one board o f  educat ion expla ined t h i s  
phenomenon t o  i t s  patrons:  

" L e t ' s  say a household has two adu l t s ,  two ch i l d ren ,  and 
opera t ing  expenses o f  $10,000 per year.  This  inc ludes mortgage, 
taxes, u t i l i t y  and phone b i l l s ,  insurance, and o ther  normal 
maintenance costs.  I f  one c h i l d  goes o f f  t o  co l lege o r  gets 
marr ied, w i l l  household opera t ing  expenses go down by one-fourth? 
Not a chance! Even i f  a room i s  closed o f f ,  and opera t ing  
expenses can be s l i g h t l y  decreased, most expenses w i l l  remain the 
saxe o r  be reduced f a r  l e s s  than 25 percent.  

"The same holds t r u e  f o r  a school d i s t r i c t :  Though schoois 
aay be closed, the d o l l a r s  needed t o  operate the remaining 
f a c i l i t i e s  w i l l  n o t  be reduced by much--and may w e l l  r i s e  because 
o f  i n f l a t i o n . "  

Using the same rationale as the NSBA. it can be reasonably asserted that not all 
i~creases in ADM must result in increases in total annual expenditures for education. 
Consequentiy, the first important limitation of this particular measure concerns the weak 
association between ADM and total annual expenditures, i.e., a change in ADM does not 
necessariiy affect total annuai expenditures for education. T h e  second important limitation 
concerns the generalized nature of the association between ADM and total annual 
expenditures. Besides ADM, inflation, expansion, quality improvements, and other factors 
affect total annuai expenditures for education. 
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A technique for dealing with the first limitation is to compute the ratio of current 
operations expenditures to ADM. A technique for dealing with the second limitation is to 
measure the effects of inflation on the current operations of elementary-secondary schools 
and to control for these effects. 

Current Operations Expenditures. Current operations expenditures are computed by 
subtracting capital outlays, debt service, and investment in equipment, from total annual 
expenditures. Investment in equipment, which is considered a capital outlay, is distinguished 
from replacement of equipment, which is considered a current operations e~pendi ture .~ The 
rationale for distinguishing capital outlays, debt service, and investment in equipment, from 
current operations expenditures is that the benefits from capital outlays, debt service, and 
investment in equipment, are realized over a period of several fiscal years while the benefits 
from current operations expenditures, with the possible exception of equipment replacement, 
are generally realized during one fiscal year. While the subtraction of capital outlays, debt 
service, and investment in equipment, from total annual expenditures decreases the actual 
ratio of annual expenditures to ADM, it does provide the basis for a relatively stable measure 
of funding support for education. 

Although capital outlays, debt service, and investment in equipment, can be 
apportioned over a period of several fiscal years to minimize the decrease in the actual ratio 
of annual expenditures to ADM, determining the appropriate period of time is likely to be 
controversial. For example, the cost of a $3,000 computer could be apportioned over its 
expected life-span, which might be five years, to yield an annual expenditure of $600 a year 
rather than a one-time expenditure of $3,000. Likewise, a $15,000 truck with an expected life- 
span of ten years could be represented as a $1,500 a year expenditure rather than a one-time 
expenditure of $15,000.5 While it is possible to apportion capital outlays, debt service, and 
investment in equipment, according to different schedules, keeping track of these different 
schedules--some of which may extend for more than twenty years--is highly impractical. One 
important cause of instability in a measure of funding support for education that includes 
capital outlays, debt service, and investment in equipment, would be the lack of constancy in 
capital outlays, debt service, and investment in equipment, from one year to another and from 
one state to another. Some likely explanations for this lack of constancy include occasional 
periods of fiscal austerity, shifting demographics, and expansion. 

It is important to note that a measure of funding support for education based on 
current operations expenditures assumes that school buildings do not need to be replaced. It 
also implies that new schools do not need to be constructed as demographics change. 

Inflation. Inflation, or the increase in price for the same good or service over time 
without a perceptible change in either the qualiry or quantity of items involved,6 is practically 
indistinguishable from an increase in funding support for expansion and quality 
improvements. Failure to measure the effects of inflation on the current operations of 
elementary-secondary schoois and to control for these effects limits the utility of a longitudinal 
analysis of funding support for education. While it is possible to earmark increases in funding 
support specifically for expansion and quality improvements, earmarking does not provide any 
insights into whether or not increases in funding support for other goods and services were 
sufficient to allow the purchase of the same goods and services required in previous years. 

Although the use of a price index to measure the effects of price change over time 
without quality or quantity changes is conceptually appealing, it too has certain limitations. 
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According to Research Associates of Washington, pubiisners of the eiementary-secondary 
school price index:' 

To the extent that classroom teachers and staff use different 
pedagogy, analyses, instruments, equipment, and materials from 
year-to-year, or that school districts employ different mixes of 
personnel and capital to accomplish objectives, use of a fixed- 
weight index fails to price current actual practices. Also, a 
price index does not account for changes in the mix of pupils; 
for example, an increase over tine in the proportion of 
handicapped or exceptional students and the associated higher 
overall per-pupil costs would not be reflected in a price index 
series. Reweighting of the index is required when such changes 
result in large differences in the physical count proportions 
involved. 

Among other characteristics, a price index reflects a pattern 
of consumption for a group of consumers, not for the individuai. 
A single national index only approximates the price changes for 
any single represented consumer. Price indexes are also siow to 
respond to changes in the consumer's pattern of consmption. 
These characteristics make price indexes least valuable to 
individual consumers whose buying patterns differ markedly from 
the norm and for those consumers who frequently alter what they 
purchase in response to changing needs and tastes. (Note that 
although the Consumer Price Index is based on the average buying 
pattern of "all urban consumers," this generalization is no 
hindrance to its widespread national use by consumers from vastly 
different socio-economic groups.) 

Representative Expenditures. Variations in the costs of public services are to a cross- 
sectional (=, interstate) analysis of funding support for education as inflation is to a 
longitudinal (5, year-to-year) analysis of funding support for education. Variations in the 
costs of public services limit the utility of a cross-sectional analysis of funding support for 
education since variations in the costs of public services are practicaliy indistinguishabie from 
variations in the levels of public services. According to the United States Advisory 
Commission on lntergovernmentai Relations (ACIR):* 

Differences in the prices governments pay to acquire the 
resources they use are second in importance only to differences 
in workloads in explaining the variation among the states in the 
costs of public service responsibilities. Unfortunaiely, no 
measure of the variation in average unit costs among the states 
is currently available from any source.... 

In comparison to infiation, which is routineiy measured and can be controlied for by 
investigators, variations in the costs of public services are difficult to measure and control for. 
According to the ACIR:9 

The prices of the goods and services purchased oy state an3 
local governments vary with climate, with distance from the point 
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of production, between rural and urban areas, and as a 
consequence of state-iocal government policy. For example, state 
laws relating to the compensation of public employees vary 
widely, with ma:or conseqLences for the costs of public services. 
Cost differences traceable to the poiicies of state and iocal 
governments nust be abstracted from, however. 

Too little information is available on the prices paid by the 
states and localities to permit estimation of a comprehensive 
index of the relative input costs of governments in all of the 
states. It is possible, however, to estimate the differences 
among the states in the cost of employee compensation. This 
cannot be accomplished by looking at actual payments to state and 
local employees because those payments reflect policy as well as 
underlying economic realities. Rather, the reference must be to 
the relative compensation state and local governments must pay to 
compete effectively in the market. The closest approximation to 
this magnitude is the statewide average earnings of full-time 
employees of a given age, sex, and level of educational 
attainment. 

Using data from the 1980 census, the AClR computed a quasi-index of relative input 
costs for the following public services: primary (elementary) and secondary education; higher 
education; public welfare; health and hospitals; highways; police and corrections; environment 
and housing; interest on general debt; governmental administration; and "all other". The 
index developed by the AClR assumes that unit costs other than employee compensation are 
uniform around the nation.'O 

In its discussion on the estimation of representative expenditures, the AClR stated 
that:" 

The representative expenditure approach parallels that of the 
RTS [Representative Tax System]. The crucial step is the 
identification of the best possible measure of the workload for 
each of the major categories of state-local expenditures. A 
state's workload for a service indicates its relative need for 
outlays on that function. To ensure that the workload measures 
are independent of the actual policies of the governments in a 
state, such program-client variables as enrollment in public 
schools and the n~~7iber of people receiving welfare benefits are 
not used. 

Given the uorkload xeasure for a function, the re3resentative 
expendit:are per unit of workload is caiculated by dividing the 
total of actual state and iocal outlays for the service by the 
U.S. total for the workload measure. A state's representative 
expenditure for the function is then arrived at by multiplying 
the representative outlay per unit by the state's workload. The 
result is an estimate of how much it would cost the governments 
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in a state to provide the national-average (representative) ievei 
of the service. 

The workload measure [for elementary and secondary education] 
is the weighted sum of three population groups: (1) children of 
elementary-school age (5-13) net of enrollment ic private 
elementary sohoois, ( 2 )  youth of secondary-school age (14-17) net 
of private secondary enrollment, and (3) the population under 18 
living in households with incomes below the poverty iine. The 
weights are, respectively, 0.6, 1.13, and 0.25. 

In its discussion of caveats and advice on interpreting the results of its analysis, the 
AClR stated:'Z 

Three points deserve special emphasis in interpreting the 
results of the analysis. First, no implication should be drawn 
that the representative outlays are in any sense correct or 
"needed" in any absolute sense. The estimates merely show how 
much it wouid cost each state to provide the national-average 
level of each service. 

Second, the estimates assume that every government produces 
the representative level of each service with the same 
efficiency. In other words, a given level of spending per capita 
(adjusted for differences in compensation costs) buys the same 
level of service in every state. Hence no inferences a b o ~ t  
operating efficiency can be drawn from the rela'zionship bet;ween 
actual spendicg for a function and the representative 
expenditures. 

Third, and a closely rela'ed point, the estimates are silent 
on the issue of perforaance. A dollar of spending (adjusted for 
differences in unit costs) in one state is assumed to yield the 
save quantity and quality ~f a service as it does in every other 
state. Although we know that pubiic services are not of equal 
quality per dollar spent everywhere ic the nation, it is, 
regrettably, impossible to take this into account because 
credible measures of performance are not available. 

in its disciission of the results of the analysis, the AClP coted :hat:'3 

The stace whose cost of implementing the represenLative level 
of total spending per capita ifor pubiic services] wouid be 
highest is Mississippi [Alaska]. The per capita outlays of the 
governments in that state would have to exceed the U.S. average 
by more than 13 j211 percent in order for it to provide the 
national-average level of public services. The per capita cost 
of the average level of services is lowest in New Haqpshire (85 
percent of the national average), followed closely by Rhode 



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

island (86), Massachusetts (87), Maine and Vernont (89), and 
Hawaii and Pennsylvania (90) [footnote deieted]. ;n addition to 
Mississippi, the indices of only three states (Aiaska, Louisiana, 
and New Mexico) exceed i'0 [footnote deletedj. 

The AClR also noted that:l4 

It is important to remember that cost of living is more than 
a matter of the prices of consumer goods and services. Cost of 
living comprehends the mix of consumption as weli as prices paid 
per unit. For example, transportation costs boost the prices of 
many consumer goods in Hawaii to levels significantly higher than 
those on the Mainland. However, the supremely temperate climate 
of the Islands, coupled with a lifestyle arguably more felicitous 
even than that of California, combine for a cost of living that 
may actually be lower than the U.S. average. Moreover, the 
climate and lifestyle of the Islands may be worth enough to many 
individuals that they are willing to accept lower real cash 
incomes in exchange for the nonmonetary benefits. 

Elucidating further on its findings, the AClR noted that:Is 

. . .  The values of the [labor-input-cost] index range from a low of 
77 in South Dakota and Maine to 134 in Alaska [footnote deleted]. 

* * s 

Alaska's value is no surprise, but Michigan's position as the 
state with the second highest value (112) may be. This result is 
probably more attributable to the strength of the union movement 
in the state than to the cost of living. !Whether earnings are 
high in Michigan because of the influence of unions or the cost 
of living is not important for purposes of the present analysis, 
however. The index of unit labor costs indicates that the costs 
of compensation for the public employees of state and local 
governments in the state are likely to be weli above the national 
average. 

Another sur?rise may be Hawaii, with an index value of 96. 
Conventional wisdom (confirmed by BLS [Bureau of Labor 
Statistics] estimates and a niulber of studies in the 1970s) has 
Long identified Hawaii as the state with a cost of Living second 
only to that of Alaska [footnote deleted]. Two observations are 
in order. Fzrst, it may be that the cost of living [in] Hawaii 
is not as high as earlier estlmates indicated because the narket 
basket of goods and services used by the BLS in preparing the 
estimates for the fanily budget series for Honolulu failed to 
account adequately for the s~ecial characteristics of the life 
style in the state. The more important reason for the 
plausibility of the estimate that average earnings in Hawaii are 
only 96 percent of the U.S. average, however, is that, as noted 



MEASURES. METHODOLOGIES, AND DATA: THEIR DESIGN AND LIMITATIONS 

e a r l i e r ,  the  nonmonetary b e n e f i t s  of l i v i n g  and ~ o r k i n g  i n  the 
s t a t e  make people w i l l i n g  t o  accept lower r e a l  cash incomes than 
they would demand for  comparable work elsewhere. 

With respect to primary and secondary education, Hawaii's index of the estimate of 
representative state-local expenditures per capita adjusted for input-cost differences is 86.16 
The State's labor-input-cost index for primary and secondary education is 97.17 Although 
tentative, the findings of the AClR tend to dispute the basis for arguing that Hawaii's rank 
according to per pupil expenditure would drop from thirty-fifth to fortieth if the State's per 
pupil expenditure were adjusted for cost of living. The DOE has used this argument to 
emphasize the disparity between Hawaii's per pupil expenditure, the national average per 
pupil expenditure, and the per pupil expenditure of Alaska, which is ranked first 
among the fifty states and District of C o l ~ m b i a . ~ ~  

While other interstate data, such as pupil-teacher ratios, per capita direct school 
expenditures, and percentages of public education expenditures to total state operating 
expenditures, can be used to distinguish qualitatively between variations in the costs of public 
services and variations in the levels of public services, the lack of a single, composite index of 
funding support for education makes it difficult for laypersons to distinguish systematically 
between variations in the costs of public services and variations in the levels of public 
services. It should be emphasized that the lack of such a composite index does not mean 
that variations in the costs of public services cannot be distinguished systematically from 
variations in the levels of public services; rather, it means that it is difficult for laypersons to 
distinguish between variations in the costs of public services and variations in the levels of 
public services. 

Pupil-Teacher Ratio. As a proxy measure of funding support for education, the ratio of 
pupils to teachers19 suffers from the same conceptual limitations as expenditure per pupil in 
average daily membership. A pupil-to-teacher ratio assumes that teachers provide essentially 
the same kind of service to all pupils. Also, it implies that one teacher can provide for the 
needs of "x" number of pupils regardless of their grade level or whether they are classified as 
homebound and hospitalized, alienated, gifted and talented, poor English speakers, low 
achievers, or handicapped. While it would be more accurate to compute a pupil-to-teacher 
ratio based on the weighted number of FTE pupils in each grade level and the weighted 
number of FTE pupils classified as homebound and hospitalized, alienated, gifted and 
talented, poor English speakers, low achievers, or handicapped, deriving an appropriate 
weight for each grade ievei and pupil classification without the benefit of empirical data would, 
again, be controversial. 

Methods of Comparing Expenditures for Education 

Proportions. The primary limitation with methodoiogies tbat utilize proportions to 
illustrate a gain or loss in funding support for education over time is that proportions are 
always part of something and can never exceed the total, which is 7.0. According to 
Guilford:20 

... Proport ions a re  always p a r t s  o f  something and can never exceed 
the t o t a l ,  which is 1.0. They have no p lace i n  expressing ga in  
o r  l oss ,  though presumably losses could be expressed i n  terms o f  
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proport ions i f  we chose, f o r  losses cannoi exceed the t o t a l ;  but 
we never use a proport ion f o r  t h i s  purpose. 

A more useful method of illustrating the gain or loss in fl~ndiPg sspport for education might be 
to compute the percent change from one year to another. Proportions are most useful in 
making cross-sectional comparisons of funding support for education. 

Percent Change From a Base Year. The primary limitation with methodologies that 
compute the percent change in funding support for education from a base year is the inability 
of these methodologies to usefully display exponential relationships (i.e., non-linear or 
curvilinear relationships in the general form y =a[cbx]) without resorting to linearizing 
t ransformat i~ns.~~ Simple exponential relationships are created when successive increases in 
funding support for education (9, increases for the 1991-1992. 1992-1993, and 1993-1994 
fiscal years) are computed by applying a constant rate of increase (9, 5 percent) to funding 
support in the preceding year (Q, the 1990-1991, 1991-1992, and 1992-1993 fiscal years, for 
the 1991-1992, 1992-1993, and 1993-1994 fiscal years, respectively) rather than funding 
support in a base year (a, the 1990-1991 fiscal year). This operation is conceptually 
analogous to the manner in which budgets are increased to account for the effects of inflation 
and operationally analogous to the manner in which interest is compounded. In their 
nonlinearized states, exponential relationships tend to exaggerate the rate at which funding 
support for education may be increasing over time. 

Rank Order and Changes in Rank Order. The primary limitation with methodologies 
that use rank order to make cross-sectional comparisons of funding support for education is 
that rank order reveals only the serial arrangement of the states and nothing more. Rank 
order does not reveal the distance between the states and a gain or loss of one unit in one 
part of the scale cannot be assumed to be equal to a gain or loss of one unit in any other part 
of the scale.22 Consequently, changes in rank order over time reveal nothing about the gain 
or loss in funding support for education. On a related note, the states have very little control 
over changes in their rank order. Changes in rank order may occur without regard to the gain 
or loss in funding support for education since rank order is a relative measurement and totally 
independent from internal and external standards of assessment. 

Comparing Rates of Change. The primary limitation of methodologies that compare 
the rate of change in one measure with the rate of change in another measure over time is 
that the comparison must have either intrinsic or conventional meaning in order to yield useful 
information. Comparing the rate of change in one measure with the rate of change in another 
measure essentially assumes that both measures are subject to the same external forces and 
that both measures should respond in similar fashion to these forces. Although 
methodologies that compare the rate of change in one measure with the rate of change in 
another measure can be used to iilustrate how a particular situation may have evolved over 
time, these methodologies do not necessarily place tne situation in a useful perspective (Q, 
comparing the rate of change in your weight to the rate of change in your height can tell you 
that your weight increased faster than your height over a period of five years. 5ut not 
necessarily whether you are "fat" or "skinny"). 
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Comparabiiity of the Nationai Center for Education Statistics' Expenditure Data 

According to the DOE:23 

Rs important  as i t i s  and has been t o  the  Un i ted  States f o r  
the past  200 years, i n fo rma t ion  on f i n a n c i n g  p u b i i c  educat ion :s 
n e i t h e r  cons is ten t  nor e a s i l y  i n t e r p r e t a b l e .  Th is  is due, i n  
p a r t ,  t o  d i f f e r e n t  funding mechanisms f o r  oi i r  n a t i o n ' s  school 
systems, b u t  i t  i s  a l s o  due t o  the  d i f f e r i n g  cos t  account ing 
procedures app l i ed  across s ta tes  as w e l l  as across school 
d i s t r i c t s  within s ta tes .  

The Na t iona l  Center fo r  Education S t a t i s t i c s  (NCES) has made 
some progress, p a r t i c u l a r l y  s ince 1989, i n  c o l l e c t i n g  school 
f inance data  t h a t  i s  more f a i r l y  comparable across s ta tes .  Data 
elements inc luded i n  the  annual Common Core o f  Data, Fii!ar~ciuiSiirce:/ 
now appear t o  be more c l e a r l y  def ined and sys temat i ca l l y  repor ted  
by s t a t e  educat ion agencies as a r e s u l t  o f  considerable e f f o r t s  
t o  crosswalk accounting p rac t i ces  i n  d i f f e r e n t  s ta tes  t h a t  adhere 
t o  any one of f o u r  vers ions o f  NCES accounting handbooks. S t i l l ,  
even a f t e r  i n v e s t i n g  r a t h e r  h e a v i l y  over t h e  past  few years, t h e  
fede ra l  government's attempt t o  compile s ta te-by-s ta te  
comparisons on educat ion revenues and expenditures remain 
quest ionable f o r  a t  l e a s t  e i g h t  s ta tes  [ c i t a t i o n  de le ted ] .  

The Bureau notes that while NCES expenditure data are the most accurate data 
avaiiable at this time, there is a recognized need to improve their comparability, lnvestigators 
should be mindful of the limitations of the NCES data when designing their own 
methodoiogies and should interpret their results accordingly. 

Summary 

Although various measures of expenditures for education can be computed quickly 
and easily from the available data, factors such as ADM, weighted number of FTE pupils, 
expenditures for capital outlays, debt service, and investment in equipment, inflation, 
variations in the costs of public services, and the comparability of the data, make it extremely 
difficult for investigators to interpret these measures. Likewise, while the available data lend 
themselves quickly and easily l o  various methods of comparing expenditures for education, 
methodologies that utilize proportions, percent change from a base year, rank order and 
changes in rank order, and comparisons of rates of change, are limited by the intrinsic nature 
of proportions, curvilinear relationships, serial arrangements, and causal associations, 
respectively. 

lnvestigators should be mindfiil of these 1:mitations and the important assumptions 
upon which various measures and methodologies are based. These limitations and 
asscirnptions should be discussed in the educational literature and, if time permits, subjected 
to rigorous analyses. 

To loosely paraphrase Michael, Boyce? and W i l ~ o x , ' ~  a good investigator can see the 
flaws in measures, methodologies, and data, but is not hopelessiy paralyzed by them. 
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Unflawed measures, methodologies, and data are as improbable as a germ-free haadshake. 
Flawed measures, methodologies, and data are an inherent part of scientific research. The 
challenge is to know what these flaws are, where they are, and how to contain the damage 
they do. 
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INFLATION AND CURRENT OPERATIONS EXPENDITURES 

Introduction 

... Your Committee is concerned that while a significant 
portion of the Staze's resources and increasingly larger amounts 
are appropriated each year to fund public schoolsL [emphasis 
added] there are still claims and criticisms that not enough 
funds have been provided to the Department of Education.' 

The purpose of this chapter is to provide the working bases for an analysis of the 
amounts expended for education. Specifically, this chapter examines the relationship 
between inflation and current operations expenditures, and how current operations 
expenditures for education have changed over time. This chapter also discusses the theory 
and design of the school price index developed by Research Associates of Washington 
specificaily for the purpose of measuring the effects of inflation on the current operations of 
elementary and secondary schools. 

Infiation 

Inflation is defined by Research Associates of Washington, publishers of the 
elementary-secondary school price index, as:= 

...[ A]n increase in price for the same good or service. The 
increase occurs without perceptible change in either the quality 
or quantity of the items involved. Measurements of inflation 
must insure that exactly the same goods and services are priced 
each year. The occurrence of any improvement in the quality of 
manufactured goods is accounted for by "stripping out" the price 
increase due to the associated added production costs, or by 
"linking" the new higher price series to the old progression. 
The quality of services may be the current "state of the art" 
which generally improves over time but is the only product 
available for purchase. Schools, for example, cannot buy "last 
year's" teachers and staff. The national mean salary of 
classroom teachers thus represents the price of a "fixed" average 
available teacher quality. If a school district increases its 
teacher salaries by more than tne change in this national 
average, the additional payment is considered an expenditure for 
quality improvement exceeding what is necessary to offset 
inflation. 

Inflation should not be confused with costs or expenditures. 
Expenditures are the product of price times quantity. Thus the 
costs or expenditures for instruction equal, in part, salaries 
multiplied by the number of teachers. Expenditures are voluntary 
to the extent that both salary and staffing level are set by the 
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school district. inflation, on the other hand, is an exogenous 
market price condition affecting single goods and service items. 
These prices are generally beyond the control of any individual 
school district. Even teacher salaries, while individually set 
by the districts, are dependent on regional and a rational 
academic labor market and competition from private industry. And 
school districts must attempt to maintain if not improve the 
purchasing power of their salaries by increases that keep up with 
the cilmulative change in the CPI. 

Use of Price Indexes 

According to Research Associates of Washington, a price index compiled and 
published regularly can serve the following uses:3 

index values may be projected into the future to estimate the 
degree of change in expenditures that will be necessitated by 
anticipated price changes. If price increases are expected, the 
projected index values are used to "inflate" expected "real 
resource" needs to equal future funding requirements in actual 
dollars. 

Past expenditures may be compared with movements in a price index 
to ascertain whether spending has kept pace with price level 
changes. Adjusting expenditures by an appropriate price index to 
convert "actual" or "current" dollars to "constant" dollars 
permits comparison over time of the real purchasing power of 
funding levels. 

Similarly, dollar incomes may be "deflated" by a price index to 
identify trends in the level of real purchasing power of fdnding 
by various sources. 

Price indexes may be used to provide automatic "inflation 
adjustment" of variotis administrative and contractual 
transactions. The price charged for a particular service, for 
example, may be "tied" to input prices or the "cost of labor'' as 
measured by an approprLate price index. 

Theory and Design of Price Indexes 

According to Research Associates of Washington:" 

A price index measures the effects of price change and price 
change oniy, as reflected by differences in the overali price 
level of a fixed group of item. The proceddre in calculating 
the index is to measure the price level of purchased items each 
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year, comparing the aggregate mount paid to $hat in the base 
period. The mount and quality of the selected comodities that 
comprise the market basket being indexed must remain constant so 
that ocly the effects of price changes are reflected. The 
quantities represent not only annual consumption of the specific 
sample items actually priced by the index, but also consumption 
of related items for which prices are not obtained, so that the 
total cost of she market basket represents the consumer's total 
spending for goods and services. Under these restric~ive 
conditions, the change in price index values from year-to-year 
may be interpreted as the change in dollars required to offset 
the effects of inflation in buying the same kinds and amounts of 
goods and services previously purchased. 

The most common misuse of price indexes is applying them to 
data or situations they were not designed to serve. The need to 
convert actual or current dollar figures to a constant dollar 
basis, and the easy mathematics involved, tempt many persons to 
use any available price index for the purpose, rationalizing 
their choice in the mistaken belief that the prices of all goods 
and services in the economy move more or less uniformly. While 
some long term price trends may be similar, there is considerable 
variation in yearly values among the various indexes. Thus, an 
index designed to measure the overall price change in a given set 
of items cannot be applied indiscriminately to adjust for 
inflation in other item sets. 

As a case in point, the readily available Consumer Price 
Index (CPi) is often used in the field of education to convert 
per-student expenditures from an actual to a supposed constant 
dollar basis. However, the goods and services priced by the CPI 
are those purchased by families of city wage earners and salaried 
clerical workers, items which differ markedly from the goods and 
services employed for education. The bulk of education purchases 
are for personnel, mainly faculty, whose salary increases for 
long periods have been different than those for the classes of 
commodities represented heavily in the CP:. Thcs, application of 
the CPI to the finances of educational institutions in any given 
year is iikeiy to result in erroneous and misleading snder or 
over-adjustment of revenues or expendi:ores that do not reflect 
dollars of ccnssant institutional purchasing power. 

The School Price index 

According !o Research Associates of Washington, the School Price Index (SPI) 
measures:" 
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. . . [Tlhe average r e i a t i v e  l e v e l  i n  the p r i c e s  o f  goods and 
serv ices  purchased by elementary-secondary schools f o r  cu r ren t  
expenses. These expenses inc iude expenditures f o r  
admin i s t ra t i on ,  i n s t r u c t i o n ,  p l a n t  opera t ion  and maintenance, 
f i xed  charges, attendance and h e a l t h  serv ices,  and t r a n s p o r t a t i o n  
and food serv ices.  C a p i t a l  ou t l ay ,  debt se rv i ce  and investment 
i n  equipment which i s  depreciated are  not [emphasis added] p r i c e d  
by the  SP:. 

Current Operations Expenditures 

Equipment and Motor Vehicles. Expenditure data for equipment and motor vehicles, 
which are included as Appendix A, were extracted from the June 1989 and June 1990 
monthly expenditure reports of the DOE,6 and unpublished data prepared by the DOE for the 
fiscal year 1988-1989 and fiscal year 1989-1990 National Public Education Financial Surveys 
conducted by the National Center for Education Statistics (NCES).7 Using accounting codes 
and unpublished data from the fiscal year 1988-1989 and fiscal year 1989-1990 annual 
financial reports of the DOE as guides, the Bureau categorized these expenditures according 
to "administration", "instruction", "support services", and "food services".8 

Although the DOE defines equipment as any article having a useful life of one year or 
more - and costing $50 or more,g Research Associates of Washington defines equipment as:'O 

. . . [  I ]nst ruments,  machines, apparatus, and se ts  of a r t i c l e s  t h a t  
r e t a i n  t h e i r  o r i g i n a l  shape and appearance w i t h  use and are  
nonexpendable; t h a t  i s ,  if they a r e  damaged, i t  i s  u s u a i l y  more 
f e a s i b l e  t o  r e p a i r  the a r t i c l e  than t o  replace i t  w i t h  an 
e n t i r e l y  new u n i t .  Fur ther ,  equipment l i sua l l y  represents an 
investment o f  money t h a t  niakes i t  feas ib le  and advisable t o  
c a p i t a l i z e  the item. Expenditures for  equipment so de f ined a r e  
p a r t  o f  a schoo l ' s  c a p i t a l  o u t l a y  o r  p l a n t  fund budget; however, 
replacement o f  equipment i s  considered a "cur ren t  operat ions"  
expenditure [emphasis added]. 

The equipment replacemenL category i s  organized i n t o  two 
components--replacement of s tudent  t ranspor ta t i on  veh ic les ,  and 
replacement o f  p l a n t  ecuipment [emphasis added]. 

While these differences cannot be reconciled from the abovementioned sources of 
data, the Bureau does not believe that the differences constitute a major source of error with 
regard to the use of rhe SPI to measure the effects of inflation on the current operations of 
elementary-secondary schoois. Property-reiated expenditures by the Department of 
Accountcng and General Services (DAGS) for student :ransportation arno~nted to $51,532 a rd  
$23.448, during fiscal year 1988-1989 and fiscal year 1989-1990, respectively.!' Likewise, 
property-related expenditures by the DAGS for the mfiintsnance of school piants amounted to 
$1,708,259 and $2:344,C47, during fiscal year 1988-1989 ana fiscal year 1989-1990, 
respectively.'* Additionally, property-related expenditures by the DOE for physical plant 
operations and maintenance amounted to $278,488 and $355,897, during fiscal year 1988- 
1989 and fiscal year 1989-1990. re~pec: ively. '~ For the purposes of this study. these 
property-related expenditures were considered replacement of equipment and, consequen:iy, 
current operations expenditures. 
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Although the DOE considers expenditures for :extbooks and library books as 
expenditures for equipment (i.e., "C" expenditures), these expenditures were also considered 
current operations expendituG for the purposes of this study.14 Because the Bureau was 
unable to determine how much of the $8,652,458 and $8,453,8C7 expended for education 
administration by "other government agencies" during fiscal year 1988-1989 and fiscal year 
1989-1990, respectively, were for equipment and motor vehicles, the entire amounts were 
ccnsidered current operations expenditures for the purposes of this study.'" 

Employee Benefits. Expenditure data for state government contributions to social 
security, retirement funds, insurance, and medical plans, which are included as Appendix B, 
were extracted from the fiscal year 1988-1989 and fiscal year 1989-1990 expenditure reports 
of the DOE for personal services.:6 Using accounting codes and unpublished data from the 
fiscal year 1988-7989 and fiscal year 1989-1990 annual financial reports of the DOE as 
guides. the Bureau categorized these expenditures according to "administration", 
"instruction", "support services", and "food services".17 

Although the categorization and apportionment of expenditures for state government 
contributions to social security, retirement funds, insurance, and medical plans, has no 
bearing on the use of the SPI in this study, the Bureau notes that federal government 
contributions to Social Security, retirement funds, insurance, and medical plans, are 
apportioned according to "administration", "instruction", "support services", and "food 
services", while state government contributions are not. This inconsistency makes 
meaningful comparisons between the amounts expended for "administration", "instruction", 
"support services", and "food services", difficult--if not practically impossible--since state 
government contributions to social security, retirement funds, insurance, and medical plans, 
amounted to $58,569,801 and $54,275,691 during fiscal year 1988-1989 and fiscal year 1989- 
1990, respectively. 

Current Operations Expenditures Data. Current operations expenditures data for 
"administration", "instruction", "support services", "incidental employee benefits" (i.e., 
workers' compensation and unemployment compensation payments), and "food service7, 
which are included as Table 2, were extracted from the fiscal year 1988-1989 and fiscal year 
1989-1990 annual financial reports of the DOE1a and combined with expenditure data for 
equipment and motor vehicles, and employee benefits. 

Current operations expenditures for fiscal year 1988-1989 and fiscal year 1989-1990, 
displayed in current dollars and constant (1990) dollars, are included as Table 1.l9 Per pupil 
expenditures for fiscal year 1988-1989 and fiscal year 1989-1990 were computed using 
average daily enrollment and current operations expenditures in constant (1990) dollars. 
Additionally, the percent change in per pupil expenditures from fiscal year 1988-1989 to fiscal 
year 1989-1990 was computed.20 

Results 

Assuming that the budget weights used to compile the School Price Index are 
essentially identical to the proportions of the physical count of items purchased by 
elementary-secondary schools in Hawaii, per pupil current operations expenditures increased 
2.0 percent from fiscal year 1988-1989 to fiscal year 1989-1990, after in f la t i~n.~ '  If the effects 
of inflation are not taken into account, per pupil current operations expenditures increased 7.9 
percent from fiscai year 1988-1989 ro fiscal year 1989-1990. 
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Although the following comparisons lack utility, total annual expenditures for education 
(not adjusted for inflation or ADM) increased 11.3 percent from fiscal year 1988-1989 
($699,458,370) to fiscal year 1989-1990 ($778,406.934) and current operations expenditures 
(not adjusted for inflation or ADM) increased 8.7 percent from fiscal year 1988-1989 
($652,301,040) to fiscal year 1989-1990 ($709,172,912). If ADM is taken into consideration, 
then per pupil total annual expenditures for education (not adjusted for inflation) increased 
10.4 percent from fiscal year 1988-1989 (based on 167,666 pupils) to fiscal year 1989-1990 
(based on 169,031 pupils) and per pupil current operations expenditures (not adjusted for 
inflation) increased 7.9 percent from fiscal year 1988-1989 to fiscal year 1989-1990. 

Discussion 

Whether a 2.0 percent increase in per pupil current operations expenditures from fiscal 
year 1988-1989 to fiscal year 1989-1990 is "substantive" or "nominal" depends, arguably, on 
three factors. They are: 

(1) The Legisiature's goals and objectives for education, x, "What things do you 
want to accomplish for education and how much will these things cost?" 

This particular factor encompasses other important considerations such as the 
size and degree of certain needs, the desired effects to and effects of programs 
designed to address these needs, and what other states may be expending to 
meet these needs (which is not to say that Hawaii must expend the same 
amount to meet a similar need being addressed by another state). 

(2) The Legislature's timeframe for achieving these goals and objectives. Q, 

"How soon do you want to accomplish these things?" 

(3) The Legislature's ways and means of achieving these goals and objectives, 
Q, "How much are you willing to spend each year to accomplish these 
things?" 

Although the Legislature has expressed concern about the "increasingly larger amounts [that] 
are appropriated each year to fund public schools",22 knowing that per pupil current 
operations expenditures increased by 2.0 percent from fiscal year 1988-1989 to fiscal year 
1989-1990 is not a particularly meaningful piece of data unless the Legislature has 
determined what things it wants to accomplish for education and how much these things are 
expected to cost, how soon it wants to accomplish these things, and how much it is willing to 
spend each year to accomplish these things. 

The Bureau believes that the answers to these questions can only come forth through 
the joint efforts of the Legislature and the DOE. The retrieval of necessary data and the 
examination of causal relationships (of which there are precious fewj to determine such 
factors as cost cannot be accomplished by the Legislature without t i e  assistance of the DOE. 
Likewise, the implementation of programs to achieve the DOE'S goals and objectives for 
education cannot be accomplished by the DOE without the support of the Legisiature. 
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Table 1 

Change in Per Pupil Expenditure 

F i s c a l  Y e a r  
'988-1989 1989-1990 

Current operations expenditures in 
current dollars 

Elementary-secondary school price 
indexes 
100 = 1983 
100 = 1990 

Current operations expenditures in 
constant (1990) doilars 

Average daily enrollment 

Per pupil expe~diture based on 
average daiiy enrolimenc and 
current operations expenditures 
in constant (1990) dollars 

Percent change in per pupii 
expe~diture from ?revious year 
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Table 2 

Current Operations Expenditures in Current Dollars* 

F i s c a i  Y e a r  
1 988- 1 989 1989- 1990 

ADMINISTRATION 

Personal services 33,438,077 37,677,359 
Supplies and equipment 11,924,619 15,703,724 
Other government agencies 8,652,458 8,453,807 
Equipment and motor vehicles <!,437,188> (4,083,361, 
Government contribution to social security, 
retirement funds, insurance and medical 
plan 
Total Adminstration 

INSTRUCTION 

Personal services 
Texbooks 
Library books 
Instructional equipment 
Audio visual supplies and equipment 
Classroom supplies 
Other instructional expenses 
Equipment and motor vehicles 
Government contribution to social security, 

retirement funds, insurance and medical 
plan 
Total Instruction 

SUPPORT SERVICES 

Counseling 
Safety and security services 
Health services 
Pupil 'ransportation services 
Operation of school plants 
Maintenance of schooi plants 
Equipment and rnosor vehicles 
Government contribution to social security, 

retireaent funds, insurance and medical 
plan 
Total SupporS Services 
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INCIDENTAL EMPLOYEE BENEFITS 

Workers' compensation and unemployment 
compensation payments 2,365,0:0 

FOOD SERVICES 

Persona; services 19,393,315 21,299,066 
Supplies and equipment 21,032,767 23,665,759 
Equipment and motor vehicles (168,383, <1,513,226> 
Government contribution to social security, 

retirement funds, insurance and medical 
plan 2,046,119 2,137,755 
Total Food Services 42,303,818 45,589,354 

* All figures are rounded to the nearest dollar. 
** increased by one dollar to correct for differences caused by rounding. 

*** Decreased by three dollars to correct for differences caused by 
rounding. 
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it IS imporrant to clarify :hat the 1974-76 budget percentages as proxles for the physical 
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quantities involved, must be held constant until there is a change in the purchaser's 
material buying The switch to 1982-83 weights is solev due to the adoption of 
1983 as the base year (all prices for 1983 equal 100) by the U.S. Bureau of Labor 
Statistics. The FY 1983 weights used in computing the SPI have been established by 
multiplying each component by its respective 1374-76 price change. Bolh budgets 
represent essentially the same physical count mix of items. 

Variance in the budgets of individual school districts from these national averages 
reduces only slightly the applicability of the SPI to any given jurisdictional situation. 
Modest differences in the weights attached to expenditure categories have litlie effect on 
overall index values. This is because the SPI is dominated by the trend in teacher 
salaries and similar salary trends for other personnel, which absorbs or diminishes the 
effects of puce changes in other items purchased in smaller quantities. 

2~ change in budget percentage mix over time generally reflects the varying price differentials involved. 
not a change in physical count proportions. Thus the larger budget share for utilities in the later 1970s 
was due more to the doubling of oil prices than to schools buying more oil relative to the quantities of 
other commodities purchased. Price index weights are changed only when the physical mix of items 
purchased changes. not their prices. 

Research Associates of Washington "School Prlce Indexes" note 2, p 16 

22. Conference Committee Report No. 75 on House Bill No. 139, Sixteenth Legislature, Regular Session of 
1991. p. 10. 



Chapter 4 

EXPENDITURJZS FOR EDUCATION: 
AN DITERSTATE PERSPECTWJi! 

The purpose of this chapter is to provide the working bases for an "analysis of the 
amounts expended for such functions as administrative support in comparison to the amounts 
expended directly for students, such as classroom teaching".' 

Direct Measures-State Per Pupil Expenditures 

Methodology. Reanalyzing data pubiished by the National Center for Education 
Statistics (NCES) in Public Elementary and Secondary State Aggregate Data, by State, for 
School Year 1989-1990 and Fiscai Year 1989, the Bureau computed the following descriptive 
statistics on current expenditures per pupii in membership for the forty-nine states (excluding 
Hawaii) and the District of Columbia:2 

(1) Range of (total) state per pupil expenditures and range of state per pupil 
expenditures for instruction, support services, and noninstruction. No statistic 
was computed on state per pupil expenditures for direct support (see 
discussion regarding the comparability of these data in this chapter). The 
range was operationally defined as the difference between the largest and 
smallest values in a distribution;3 

(2) Mean state per pupii expenditure and mean state per pupil expenditure for 
instruction, support services, and noninstruction. No statistic was computed on 
state per pupil expenditures for direct support (see discussion regarding the 
comparability of these data in this chapter). This statistic was operationally 
defined as the unweighted arithmetic average of state per pupil  expenditure^;^ 

(3) Median state per pupil expenditure and median state per pupil expenditure for 
instruction, support services, and noninstruction. No statistic was computed on 
state per pupil expenditures for direct support (see discussion regarding the 
comparability of these data in this chapter). The median was conceptually 
defined as that point on the scale of measurement above which exactly one- 
half of the values lay and below which the other one-half of the vaiues lay;5 

(4) Skewness coefficient6 for stale per pupil expenditures and skewness coefficient 
for state per pupil expenditures for instruction, support services, and 
noninstruction. No statistic was computed on state per pupii expenditures for 
direct support (see discussion regarding the comparability of these data in this 
chapter). This statistic was designed to measure the symmetry of a 
distribution. A lack of symmetry, or "asymmetry", indicates the presence of 
extremely high or extremely low expenditure values affecting the mean 
expenditure value computed for the forty-nine states and the District of 
Columbia; and 
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(5) First (0,) and third (03 )  quartiles for state per pupil expenditures and first and 
third quartiles for state per pupil expenditures for instruction, support services. 
and noninstruction. No statistic was computed on state per pupil expenditures 
for direct support (see discussion regarding the comparability of these data in 
rhis chapter). The first and third quartiles were conceptualiy defined as those 
points on the scale of neasurement below which one-fourth of the values lay, 
and above which exactly one-fourth of the values lay, re~pect ively.~ In plain 
terms, counting up from below to inciude the lowest quarter of the values yields 
the point called the first quartile. Likewise, counting down from above to 
include the highest quarter of the values yields the point called the third 
quartile. 

For the purposes of these analyses: 

"Current expenditures" means expenditures for the accounting functions of 
instruction, support services, and noninstructional services for salaries, employee benefits, 
purchased services, and supplies. Also included are payments by the state made for or on 
behalf of school systems. This does not include expenditures for debt service, capital outlay, 
or property (i.e., equipment). Head Start, adult education, community colleges, and 
community serTces are not included.8 

"Direct support expenditures" means expenditures made by a state for the benefit of 
the local education agency (LEA), or contributions of equipment or supplies. Such 
expenditures include those for the employer's contribution to LEA staff state pension funds, 
and contributions of property (equipment) and supplies such as school buses and textbooks.9 

"Expenditures by the state forion behalf of school districts" means payments made by 
a state for the benefit of the LEA, or contributions of equipment or supplies, Such 
expenditures include the payment of a pension fund by the state on behalf of an LEA 
employee for services rendered to the LEA; contributions of fixed assets (property, plant, and 
equipment) such as school buses and textb0oks.~0 

"Instructional expenditures" means expenditures for activities dealing directly with the 
interaction between students and teachers (salaries, including sabbatical leave, employee 
benefits, purchased instructional services, and ~ u p p l i e s ) . ~ ~  

"Membership", which should not be confused with "average daily membership" or 
"ADM", means the count of students on the current roll taken on the school day closest to 
October 1 by using either (1) the sum of original entries and reentries minus total withdrawals, 
or (2) the sum of the total present and the total absent.12 

"Noninstructional services expenditures" means expenditures for food service 
operations and other auxiliary enterprise operations (bookstore and interscholastic athletics), 
excluding community services (a, child care or swimming pool).'3 

"Support services expenditures" means expenditures for student support services 
(attendance, guidance, health, speech, and psychological), staff support services 
(improvement of instruction, and educational media, including librarians), general 
administration (board of education and central office]! school administration (principal), 
business (fiscal services, purchasing, warehousing, and printing), operation and maintenance 
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o i  plant, student transportation services, and central expenditures (research, information 
services, and data pro~essing). '~ 

The exclusion of Hawaii from the computation of these descriptive statistics supposes 
that Hawaii was just now becoming a state, and beginning for the first time to compare its 
current expenditures for education to tne other forty-nine states and the District of Columbia. 
It should be emphasized that the purpose of these analyses are to compare Hawaii's current 
expenditures for such functions as administrative support in comparison to the amounts 
expended directly for students, such as classroom instruction, rather than to rank Hawaii's 
expenditures for these functions along with the expenditures of the other forty-nine states and 
the District of Columbia. Excluding Hawaii from the computation of these descriptive 
statistics has the added advantage of not allowing the State to influence the mean and the 
median of a distribution. This is particularly advantageous since Hawaii's relatively low per 
pupil expenditures would cause the mean and the median to gravitate toward the State, thus 
decreasing the magnitude of the disparity in per pupil expenditures between Hawaii and the 
rest of the United States. 

Results. The results of the Bureau's computations, which are included as Tables 3. 4, 
5, and 6, indicate that: 

(1) Hawaii's (total) current expenditure per pupil, which is $3,841, is less than the 
median state (total) current expenditure per pupil, which is $4,049.0. Hawaii's 
ratio would place the State in the second quarter of the distribution 
(Q1 =$3,474.8). The Bureau notes that differences in DOE and NCES 
accounting practices will produce different figures for (total) current expenditure 
per pupil (see Table 1). Consequently, it is important for the reader to 
remember what data (i.e., - DOE or NCES) were used to compute certain 
descriptive statistics; 

(2) Hawaii's current expenditure per pupil for instruction, which is $2,266, is less 
than the median state current expenditure per pupil for instruction, which is 
$2,382.0. Hawaii's ratio would place the State in the second quarter of the 
distribution (Q1 = $1,992.3); 

(3) Hawaii's current expenditure per pupil for support services, which is $1.301, is 
less than the median state current expenditure per pupil for support services, 
which is $1,368.5. Hawaii's ratio would place the State in the second quarter 
of the distribution (Ql  = $1,099.3); and 

(4) Hawaii's current expenditure per pupil for noninstruction, which is $274, is 
greatei than the median state current expenditure per pupil for noninstruction, 
which is $178. Hawaii's ratio would place the State in the fourth quarter of the 
distribution (Q3=$219). The Bureau notes that this is the only category where 
Hawaii's per pupil expenditure exceeds the median state per pupil expenditure. 
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Table 3 

Total Current Expenditures Per Pupil 
for Fiscal Year 1989 

Based on  Student .Membership as of Fall 1988 

Alabara 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

blebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state per pupil expenditures* = $4,527 
Mean state per pupil expenditure* = $4,244 
Median state per pupil expenditure* = $4,049.0 
Skewness coefficient* = 0.9 
First quartileY = $3,474.8 
Third quartileY = $4,809.5 

*Excluding Hawaii 
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Table 4 

Current Expenditures Per Pupil for Instruction 
for Fiscal Year 1989 

Based on Student Membership as of Fall 1988 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
Nevada 
New Hampshire 
New ;ersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state per pupil expenditures* : $2,852 
Mean state per pupil expenditure* : $2,486 
Median state per pupil expenditure* = $2,382.0 
Skewness coefficient* : 0.8 
First quartile* = $1,992.3 
Third quartile* = $2,889.3 

*Excluding Hawaii 



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

Table 5 

Current Expenditures Per Pupil for Support Services 
for Fiscal Year 1989 

Based on Student Membership as of Fall 1988 

Alabama 
Alas~a 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iocia 
Xansas 
Kentucky 
Louisiana 
Maine 
Mary land 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Hontana 

Nebraska 
Nevada 
)Jew Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state per pupil expenditures* = $2,205 
Mean state per pupil expenditure* z $1,421 
Median state per pupil expenditure* = $1,368.5 
Skewness coefficient* = 1.1 
First auartile* = $1,099.3 
Third quartiie* = $!,634.8 
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Table 6 

Current Expenditures Per Pupil for Noninstruction 
for Fiscal Year 1989 

Based on Student Membership as of Fall 1988 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Iliinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
Pievada 
New Hampshire 
lVew Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Ver~ont 
'Jirginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state per pupil expenditures* = $385 
Mean state per pupil expenditure* = $186 
Median state per pupii expenditure* r $178 
Skewness coefficient* = 0.5 
First quartile* = $155 
"ird quartile* = $219 

*ExcLuding Hawaii 
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Table 7 

Current Expenditures Per Pupil for Direct Support 
for Fiscal Year 1989 

Based on Student .Membership as of Fall 1988 

Alabaria 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Sexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state per pupil expenditures* = not computed 
Mean state per pupil expenditure* = not computed 
Median state per pupil expenditure* = not computed 
Skewness coefficient* = not computed 
First quartile* = not computed 
Third quartile* = not computed 

"Excluding Hawaii 
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Although the abovementioned results help to place Hawaii's per pupil expenditures in 
a useful context, considerable uncertainty about the comparability of these data exist. 
Specifically, Hawaii and twenty-two other states reported little (i.e., less than $1 per pupil) or 
no current expenditures for direct support (See Table 7). ~ccording to the NCES, direct 
support expenditures represented 3.5 per cent of total current expenditures in fiscal year 
1989,'s Elaborating further on this point, the MCES stated that:l6 

... Pr io r  t o  FY89, state education agency respondents placed the 
t o t a l  s ta te  expenditure f o r  employee benef i ts i n t o  a s ing le  
category, such as ins t ruc t ion .  With t he  advent o f  the FY89 
f i s c a l  survey, states could [emphasis added] record such a t o t a l  
expenditure under "Direct  Support". 

Considering the substantial number of states that reported little or no current 
expenditures for direct support, it could be reasonably argued that state per pupil expenditure 
data for fiscal year 1989 are not comparable because only three of the four expenditure 
categories are common to all fifty states and the District of Columbia. The Bureau notes that 
direct support expenditures could be made by a state for instructional services, 
noninstructionai services, or support services. The direct support expenditures category 
provides information on the means of financing instructional services, noninstructional 
services, and support services. it does not, however, aid in the further delineation of 
expenditures for these services. Given the limitations of these data, the Bureau used the 
number of FTE staff employed by public schooi systems as a proxy for the "amounts 
expended for such functions as administrative support in comparison to the amounts 
expended directly for students, such as classroom teaching"." 

Indirect Measures-State Ratios of Student Membership to FTE Staff 

Methodology. Reanalyzing data published by the NCES in Public Elementary and 
Secondary State Aggregate Data, by State, for School Year 1989-1990 and Fiscal Year 1989, 
the Bureau computed the following descriptive statistics on the number of staff employed by 
the public school systems for the forty-nine states (excluding Hawaii) and the District of 
Columbia:le 

(1) Range of state ratios of student membership to FTE instructional staff, range of 
state ratios of student membership to FTE administrative staff, and range of 
state ratios of student membership to F I E  support staff; 

(2) Mean state ratio of student membership to FTE instructional staff, mean state 
ratio of student membership to FTE administrative staff, and mean state ratio of 
student membership to FTE support staff; 

(3) Median state ratio of student membership to FTE instructional staff, median 
state ratio of student membership to F I E  administrative staff, and median state 
ratio of student membership to FTE support staff; 

(4) Skewness coefficient for state ratios of student membership to FTE 
instructional staff, skewness coefficient for state ratios of student membership 
to FTE administrative staff, and skewness coefficient for state ratios of student 
membership to FTE support staff; and 
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(5) First and third quartiles for state ratios of student membership to FTE 
instructional staff, first and third quartiles for state ratios of student 
memoership to FTE administrative staff, and first and third quartiles for state 
ratios of student membership to FTE support staff. 

For the purposes of these analyses: 

"Administrative staff" incivdes officials and administrators and school administrators.lg 

"Guidance counselors1directors" means professional staff members assigned specific 
duties and school time to activities involving counseling students and parents.20 

"Instructional aides" means those staff members assigned to assist a teacher with 
routine activities associated wlth teaching.21 

"Instructional staff" includes teachers and instructional aides.22 

"Officials and administrators" means chief executive officers of the education 
agencies, including superintendents, deputy and assistant superintendents, and other 
persons with district-wide responsibilities (Q. business managers, administrative assistants, 
professional instructional support staff, Chapter I coordinators, and home economics 
supervisors).*3 

Hawaii's count of "officials and administrators" includes the State Superintendent, 
Deputy Superintendent, and Assistant Superintendents. Other states do not count these 
individuals (of which there are 6 for Hawaii) as such because they are considered part of the 
"state education agency" rather than the "local education agency". In Hawaii, the state 
education agency and local education agency are practically one and the same. 

"Other support staff" means all other staff who serve in a support capacity and are not 
included in the categories of central office administrative support, library support, or school 
administrative support (e , sociai workers, bus drivers, and health, maintenance, security, 
and cafeteria workers). 2 h g .  

"Support staff" includes guidance counselors/directors, librarians. and other support 
staff.25 

"School administrators" means staff members whose activities are concerned with 
directing and managing the operation of a particular school, including principals, assistant 
principals, other assistants, and those who supervise schooi operations, assign duties to staff 
members, supervise and maintain the records of the school, and coordinate school 
instructional activities with those of rhe education agency, including department 
chairpersons.26 

"Teachers" means those who provide instruction lo prekindergarten, kindergarten. 
grades one through twelve. or ungraded classes. Those wno teach in an environment other 
than a classroom setting are also in~Iuded.2~ 

The Bureau computed the ratio of student membership to number of FTE staff since 
the converse (i.e., computing the ratio of FTE staff to membership) would have resulted in 
numbers less than 1.0, which could easily be mistaken for proportions. This results from the 
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fact that student membership is greater than the number of FTE staff. While computing the 
ratio of the number of FTE staff to student membership would have been more analogous to 
using the number of FTE staff as a proxy for current expenditures and, consequently, the 
derivation of measures to describe state per pupil expenditures for administration, instruction, 
and support services, the Bureau chose to adhere to the convention of computing ratios in a 
manner that would produce a number greater than or equai to 1 .D. 

Using the number of FTE staff as a proxy for expenditures assumes that the number 
of FTE instruct~onal staff, FTE administrative staff. and FTE support staff, are directly related 
to expenditures for instruction, administration, and support services, respectively. How 
consistent and constant these relationships might be could not be assessed within the time 
allotted for this study. 

Results. The results of the Bureau's computations, which are included as Tables 8, 9, 
and 10, indicate that: 

(1) Hawaii's ratio of student membership to FTE instructional staff, which is 17.3, 
is greater than the median state ratio of student membership to instructional 
staff, which is 14.5. Hawaii's ratio would place the State in the fourth quarter 
of the distribution (03  = 15.5): 

(2) Hawaii's ratio of student membership to FTE administrative staff, which is 
329.8, is greater than the median state ratio of student membership to 
administrative staff, which is 193.0. Hawaii's ratio would place the State in the 
fourth quarter of the distribution (Q3 = 230.4); and 

(3) Hawaii's ratio of student membership to FTE support staff, which is 38.5) is 
greater than the median state ratio of student membership to support staff, 
which is 26.5. Hawaii's ratio would place the State in the fourth quarter of the 
distribution (03 = 31.75). 
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Table 8 

Ratios of Student Membership to Full-Time 
Equivalent (FTE) Instructional Staff: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
E!ew Hampshire 
New Jersey 
Flew Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode island 
South Carolina 

Student Number of FTE Ratio of Student 
Membershi? Instructional Membership to 
as of Fall Staff as of FTE Instructional 

! 989 Fall 1989 Staff 



EXPENDITURES FOR EDUCATION: AN INTERSTATE PERSPECTIVE 

State 

South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Student 
Membership 
as of Fall 

I989 

127,329 
819,660 

3,328,514 
437,446 
94,779 
985,346 
810,232 
327,540 
782,905 
97,172 

Number of FTE 
Instructional 
Staff as of 
Fall 1989 

Hawaii 169,493 9,808 

Range of state ratios of student membership 
to FTE instructional staff* = 9.7 

Mean state ratio of student membership 
to FTE instructional staff* = 14.6 

Median state ratio of student membership 
to FTE instructional staff* = 14.5 

Skewness coefficient* = 1.0 
First quartile* = 13.35 
Third quartile* = 15.5 

Ratio of Student 
members hi^ to 

FTE Instructional 
Staff 

"Excluding Hawaii 



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Deiaware 
District of Ccl 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

Table 9 

Ratios of Student Membership to Full-Time 
Equivalent (FTE) Administrative Staff: Fall 1989 

Student Number of FTE Ratio of Student 
Membership Administrative Membership to 
as of Fall StaCf as of FTE Administrative 

1 989 Fall 1989 Staff 
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State 

South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
'Jirsinia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Scudenc Nmber of FTE 
Memoership Administrative 
as of Fall Staff as of 

1989 Fall 1989 

Hawaii 169,493 514 

Range of state ratios of student membership 
to FTE administrative staff* = 312.7 

Mean state ratio of student membership 
to FTE administrative staff* = 198.7 

Median state ratio of student membership 
to FTE administrative staff* = 193.0 

Skewness coefficient* = 0.70 
First quartile* : 163.9 
Third quartile* = 230.4 

Satio of Student 
Membership to 

FTE Administrative 
Staff 

153.4 
165.3 
202.4 
392.7 
121.5 
192.7 
246.3 
:94.2 
243.6 
155.0 

329.8 

*Excluding Hawaii 
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State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Col 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North 3akota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

Table 10 

Ratios of Student Membership to Full-Time 
Equivalent (FTE) Support Staff: Fall 1989 

Student Number of Ratio of Student 
Membership FTE Support Membership to 
as of Fall Staff as of FTE Support 

1989 Fall 1989 Staff 
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State 

South 3akota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Student Nmber of 
Membership FTE Support 
as of Fall Staff as of 

1989 Fall 1989 

Hawaii 97,172 4,401 

Range of state ratios of student membership 
to FTE support staff* : 348.8 

Mean state ratio of student membership 
to FTE support staff* = 37.3 

Median state ratio of student membership 
to FTE support staff* : 26.5 

Skewness coefficient* : 5.8 
First quartile* = 24.65 
Third quartile* = 31.75 

Ratio of Student 
Membership to 
FTE Support 

Staff 

"Excluding Hawaii 
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indirect Measures--State Ratios of FTE Staff 

As previously discussed, considerable uncertainty about the comparability of 
expenditure data for instructional services; noninstructional services, and support services 
exist because of the recent addition of a category for direct support expenditures. As a restilt, 
it was no; possible to directly measure the reiationship between expenditures for instructional 
services and noninstructional services, for exampie. Instead, indirect measures using the 
relative numbers of FTE instructionai staff, FTE administrative staff, and FTE support staff 
were employed. 

Methodology. Reanalyzing data published by the NCES in Public Elementary and 
Secondary State Aggregate Data, by State, for School Year 1989-1990 and F~scal Year 1989. 
the Bureau computed the following descriptive statistics on the number of staff employed by 
public school systems for the forty-nine states (excluding Hawaii) and the District of 
C ~ i u m b i a : ~ ~  

(1) Range of state ratios of FTE instructional staff and FTE administrative staff to 
FTE support staff, range of state ratios of FTE instructional stafi and FTE 
support staff to FTE administrative staff. and range of state ratios of FTE 
instructional staff to FTE administrative staff and FTE support staff; 

(2)  Mean state ratio of FTE instructional staff and FTE administrative staff to F I E  
support staff, mean state ratio of FTE instructional staff and FTE support staff 
to FTE administrative staff, and mean ratio of FTE instructional staff to FTE 
administrative staff and FTE support staff; 

(3)  Median state ratio of FTE instructional staff and FTE administrative staff to FTE 
support staff, median state ratio of FTE instructional staff and FTE support staff 
to FTE administrative staff, and median state ratio of FTE instructional staff to 
FTE administrative staff and FTE support staff; 

(4) Skewness coefficient for state ratios of FTE instructional stafi and FTE 
administrative staff to FTE support staff, skewness coefficient for state ratios of 
FTE instructionai staff and FTE support staff to FTE administrative staff, and 
skewness coefficient for state ratios of F I E  instructional staff to FTE 
administrative staff and FTE support staff: and 

(5) First and third quartiies for state ratios of FTE instructional staff and FTE 
administrative staff to FTE support staff, first and third quartiles for state ratios 
of FTE instructional staff and FTE support staff to FTE administrative staff, and 
first and third quartiles for state ratios of FTE instructional staff to FTE 
administrative staff and FTE support staff. 

The use of ratios is conceptually consistent with the need to compute indirect 
measures comparing the amounts expended for such functions as adm~nistrative support in 
comparison to the amounts expended directly for students, such as classroom teaching. ~ h s  
requires the use of ratios rather than percentages since the goal here is to derive information 
on the relationship between one part and another part or parts rather than :he relationship 
between one part and the whole. Adding the number of FTE administrative staff and FTE 
support staff to yield the number of ail FTE staff other than instructional staff. for example, is 
conceptually consistent with the NCES' practice of adding the rtumber of FTE administrative 
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staff, FTE instructionai staff, and FTE support staff, TO compute the percentage of each (part) 
to the whole (i.e., the number of all FTE staff). Practicaliy speaking, the primary limitation of 
the Bureau's ~ethodology lies in the interpretation and use of these data rather than their 
computation. 

Results. The resuits of the Bureau's computations. which are included as Tables 11, 
12, 13, and 14, ind~cate that: 

(1) Hawaii's ratio of FTE instructional sraff and FTE administrative staff to FTE 
support staff, which is 2.3, is greater than the median state ratio of FTE 
instructional staff and FTE administrative staff to FTE support staff, which is 
2.0. Hawaii's ratio would place the State in the third quarter of the distribution 
(Q3 = 2.4); 

(2) Hawaii's ratio of F I E  instructional staff and FTE support staff to FTE 
administrative staff, which is 27.6, is greater than the median state ratio of FTE 
instructional staff and FTE support staff to FTE administrative staff, which is 
20.5. Hawaii's ratio would place the State in the fourth quarter of the 
distribution (Q3 = 22.75); and 

(3)  Hawaii's ratio of FTE instructionai staff to FTE administrative staff and FTE 
support staff, which is 2.0, is greater than the median state ratio of FTE 
instructional staff to FTE administrative staff and FTE support staff, which is 
1.6. Hawaii's ratio would place the State at the third quartiie of the distribution 
( ~ 3  = 2.0). 

Despite large differences between the number of staff employed by the DOE in Fall 
1988 (20,730) and the number employed in Fall 1989 (14,723), the Bureau believes that these 
data are reliable. According to the DOE'S Common Core Data Coordinator, a substantial 
portion of this difference was due to the fact that data for Fall 1989 were reported in full-time 
equivalents while data for Fall 1988 were reported in terms of "warm bodiesN.29 Other factors 
contributing to this difference 1ncluded:30 
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State 

Table 11 

Number of Full-time Equivalent (FTE) Instructional Staff, 
FTE Administrative Staff, and FTE Support Staff: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Col 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Moncana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
Norih Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

Number Number Number Total 
of FTE of FTE of FTE number 

instructional administra- support of FTE 
staff* tive staff** staffx** staff 

43,066 
7,942 
36,926 
29,294 
265,650 
35,970 
41,356 
6,689 

umbia 6,693 
124,507 
77,516 
11,838 
119,189 
65,660 
33,711 
31,704 
41,253 -- 
18,250 
47,23 1 
68,086 
91,390 
50,813 
35,892 
55,363 
10,758 
21,027 
9,175 
12,498 
88,968 
19,588 
199,100 
81,548 
8,842 

110,013 
39,640 
29,821 
116,416 
10,372 
41,153 
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State 

South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Number Number ?!umber Total 
of FTE of FTE of FTE numoer 

instructional administra- support of FTE 
staff* tive staff** staff*** staff 

Hawaii 9,808 514 4,401 14,723 

* includes teachers and instructional aides. 
** includes officials and administrators and school administrators. 

*** Includes guidance counselors/directors, librarians, and other 
support staff. 
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Table 12 

Ratios of Full-time Equivalent (FTE) Instructional Staff 
and FTE Administrative Staff to FTE Support Staff: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
hievaaa 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washing ton 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state ratios of F?E instructional szaff and TTE 
administrative staff to FTE support staff* = 18.0 

Mean state ratio of FTE instructional staff and FTE 
administrative staff to FTE support staff* : 2.6 

Median state ratio of FTE icstructional staff and FTE 
adninistra'fve staff to FTE support staff* ; 2.0 

Skewness coefficient* = 5.1 
First quartile* = ;.8 
Tb r ; quartile* = 2.4 

"Excluding Hawaii 
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Table 13 

Ratios of Full-time Equivalent (FTE) Instructional Staff 
and FTE Support Staff to FTE Administrative Staff: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
Nevada 
New Hampshire 
New Jersey 
New kfexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state ratios of FTE instructional staff and FTE 
support staff to FTE administrative staff* = 20.8 

Mean state ratio of FTE instructional staff and FTE support 
staff to FTE administrative staffX = 20.4 

Median state ratio of FTE instructional staff and FTE 
support staff to FTE adninistrative staff* = 20.5 

Skewness coefficient* = 0.02 
Pirst quartiie* = 16.8 
Third quartile* = 22.75 

*Exciuding Hawaii 
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Table 14 

Ratios of Full-time Equivalent (FTE) Instructional Staff 
to FTE Administrative Staff and FTE Support Staff: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Hawaii 

Range of state ratios of FTE instructional staff to FTE 
administrative staff and FTE support staff* = 7.0 

Mean state ratio of FTE instructional staff to FTE 
administrative staff and FTE support staff* = 1.9 

Median stace racio of FTE instructional staff to FTE 
administrative staff and FTE support staff* = 1.6 

Skewness coefficient* = 4.5 
First quartile* = 1.5 
Third quartile* = 2.0 

*Excluding Hawaii 
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2. Special Education Teachers: The count o f  Special Education 
Teachers was not  included i n  the previous years reports.  
The student count o f  Special Education was included, 
however. Correct ions are noted on the attached form. 

3. The s i gn i f i can t  reductions under the Support Services 
category f o r  the 1989-90 [ s i c ]  - i s  a r e s u l t  o f  l i m i t i n g  the 
State Nonfiscal Survey t o  the seven Administrat ive 
D i s t r i c t s .  Please r e f e r  t o  the attached l e t t e r  dated March 
21, 1990. 

The previous year 's  repor t  data source (EEO 5 Report) f o r  
I ns t r uc t i ona l  Assistants was found t o  be unre l iab le .  Piease 
note rev is ions.  

According to the DOE'S March 21, 1990, letter to the NCES regarding the 
abovementioned State Nonfiscal Survey:3' 

The State Nonf iscal  Survey data i s  l i m i t e d  t o  the seven 
admin is t ra t ive  d i s t r i c t s  and does not  include the State Central  
O f f i ce  except for the State Superintendent, Deputy 
Superintendent, and Assistant Superintendents. As a resu l t ,  
there are notable di f ferences between the current  and previous 
year 's  data espec ia l ly  i n  items C06 [ o f f i c i a l s  and 
administrators] ,  C07 [admin is t ra t ive  support s t a f f ] ,  C09 [school 
admin is t ra t ive  support s t a f f ] ,  and CO 10 [ a l l  other support 
serv ice s ta f f ] .  

Additional Analyses of Indirect Measures--State Ratios of FTE Staff 

Methodology. To gain additional insight into the ratio of FTE instructional staff and 
FTE administrative staff to FTE support staff, the ratio of FTE instructional staff and FTE 
support staff to FTE administrative staff, and the ratio of FTE instructional staff to F IE  
administrative staff and FTE support staff, the Bureau reanalyzed data published by the 
NCES in Public Elementary and Secondary State Aggregate Data, by State, for School Year 
1989-1990 and Fiscal Year 1989, and computed the following descriptive statistics on the 
number of staff employed by public school systems for the forty-nine states (excluding Hawaii) 
and the District of C0lumbia:3~ 

(1) Range of slate ratios of all FTE staff other than officials and administrators to 
FTE officials and administrators, range of state ratios of all FTE staff other than 
other support staff to FTE other support staff, and range of state ratios of FTE 
teachers to ail FTE staff other than teachers; 

(2) Mean state ratio of all FTE staff other than officials and administrators to FTE 
officials and administrators, mean state ratio of all FTE staff other than other 
support staff to FTE other support staff, and mean state ratio of FTE teachers 
to all FTE staff other than teachers; 
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(3) Median state ratio of all FTE staff other than officials and administrators to F I E  
officiais and administrators, median state ratio of all FTE staff other than other 
support staff to FTE other support staff, and median state ratio of FTE teachers 
to all FTE staff other than teachers; 

(4) Skewness coefficient for state ratios of all F I E  staff other than officials and 
administrators to FTE officials and administrators, skewness coefficient for 
state ratios of all FTE staff other than other support staff to FTE other support 
staff, and skewness coefficient for state ratios of FTE teachers to ali FTE staff 
other than teachers; and 

(5) First and third quartiles for state ratios of all FTE staff other than officials and 
administrators to FTE officials and administrators, first and third quartiies for 
state ratios of all FTE staff other than other support staff to F I E  other support 
staff, and first and third quartiles for state ratios of FTE teachers to ail F I E  
staff other than teachers. 

Results. The results of the Bureau's computations, which are included as Tables 15, 
16, and 17, indicate that: 

(1) Hawaii's ratio of ail FTE staff other than officials and administrators to FTE 
officials and administrators, which is 146.2, is greater than the median state 
ratio of all FTE staff other than officials and administrators to FTE officials and 
administrators, which is 63.0. Hawaii's ratio would place the State in the fourth 
quarter of the distribution (Q3= 82.95); 

(2) Hawaii's ratio of all FTE staff other than other support staff to FTE other 
support staff, which is 3.0, is greater than the median state ratio of ail FTE staff 
other than other support staff to FTE other support staff, which is 2.3. Hawaii's 
ratio would place the State in the fourth quarter of the distribution (Q3=2.7); 
and 

(3) Hawaii's ratio of F I E  teachers to all FTE staff other than teachers, which is 1.5, 
is greater than the median state ratio of FTE teachers to all FTE staff other 
than teachers, which is 1.2. Hawaii's ratio would place the State in the fourth 
quarter of the distribution (03 = 1.3). 

Discussion 

Direct Measures-State Per Pupil Expenditures. Based on the descriptive statistics of 
current expenditures per pupil in membership for the forty-nine states (excluding Hawaii) and 
the District of Columbia, Hawaii's current expenditure per pupii for noninstruction would 
appear to be inconsistent with the State's (total) per pupil expenditure and per pupil 
expenditures for instruction and support services. The fact tnat Hawaii's current expenditure 
per pupii for noninstruction is greater than the median state current expenditure per pupii for 
noninstruction is, in the Bureau's opinion, not remarkable. The fact that Hawaii's current 
expenditure per pupil for noninstruction would place the State in the fourth quarter of the 
distribution is, on the contrary, quite surprising given the State's consistently low placement 
in the other distributions. It should be emphasized that the statistics only compare per pupil 
expenditure data for Hawaii to per pupil expenditure data for :he other forty-nine states and 
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the District of Columbia (as opposed to the cost of providing a nationai-average, i.e., 
representative, level of service), and that the underlying assumption in these c o m p a r i s o n ~ s  
that a state with a relatively high or iow per pupil expenditure would have correspondingly 
high or low per pupil expenditures for instruction, support services, and noninstru-t' ion. 

While the foregoing assumption is, admittedly, subject to challenge, the descriptive 
statistics can be useful to the DOE and the Leaislature if the staristics and the findinas thev 

costs of public services and variations in the levels of public services, no inferences should be 
drawn from that finding. 

The Bureau emphasizes that this finding is not conclusive and should not be used by 
the Legislature or the DOE to iustity future d e z i o n s  regarding the appzpriation and 
allocation of personnel and material resources for noninstructional services. Rather. these 
findings can be used by the Legislature and the DOE to direct future, detailed inquiries into 
the appropriation and allocation o i  resources for noninstructional services. 

One clearly inappropriate use of this finding would be to reduce or to limit the State's 
current expenditure per pupil for noninstructionai services ($274) to $178. (As previously 
discussed, the median state current expenditure per pupil for noninstruction is $178.) A more 
appropriate use of this finding would be to initiate future, detailed inquiries into the 
appropriateness of expenditures for noninstructional services when these expenditures 
exceed the median state current expenditure per pupil for noninstructional services. 

Indirect Measures-State Ratios of Student Membership to FTE Staff. Based on the 
descriptive statistics of the number of staff employed by public school systems for the forty- 
nine states (excluding Hawaii) and the District of Columbia, Hawaii's ratios of: 

(1) Student membership to FTE instructionai staff; 

(2) Student membership to FTE administrative staff; and 

(3) Student membership to FTE support staff; 

would - not appear to be consistent with beliefs that tke DOE has: 

( I )  A relatively large number of administrative staff in relation to the number of 
students; and 

(2) A relatively iaige number of support staff iri relation to the number of students 

Hawaii's ratio of student membership to F I E  instructional staff is consistent with the belief 
that the DOE has a relatively - small number ot instructionar staff (i.e., - teachers and 
instructionai aides) in relation to the number of students. 

While these findings appear to be consistent with the Hawaii's relatively low (total) 
state per pupil expenditure for education (see Tabie 3), the Bureau notes that it is difficult to 
detect major deviations in either the number of FTE administrative staff or FTE support staff, 
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or both, using data that compare state staffing ievels. Another indirect method of detecting 
these deviations would be to compute measures comparing: 

(1) The number of all FTE staff other than support staff to FTE support staff (or the 
number of FTE instructional staff and FTE administrative staff to FTE support 
staff); 

(2) The number of all FTE staff other than administrat~ve staff to FTE 
administrative staff (or the number of FTE instructional staff and FTE support 
staff to FTE administrative staff), and 

(3) The number of FTE instructional staff to all FTE staff other than instructional 
staff (or the number of FTE instructional staff to FTE administrative staff and 
FTE support staff). 

Indirect Measures--State Ratios of Staff. Based on the descriptive statistics of the 
number of staff employed by pubiic school systems for the forty-nine states (excluding Hawaii) 
and the District of Columbia, Hawaii's ratios of: 

(1) FTE instructional staff and FTE administrative staff to FTE siipport staff: 

(2) FTE instructionai staff and FTE support staff to FTE administrative staff; and 

(3) FTE instructional staff to FTE administrative staff and FTE support staff: 

would - not appear to be consistent with beliefs that the DOE has: 

(1) A relatively large number of FTE administrative staff in relation to the number 
of FTE instructional staff and FTE support staff; 

(2) A relatively - small number of F I E  instructional staff in relation to the number of 
FTE administrative staff and FTE support staff; and 

(3) A relativeiy large number of FTE support staff in relation to the number of FTE 
instructional staff and FTE administrative staff. 

It should be emphasized that these statistics oniy compare FTE staff data for Hawaii to 
FTE staff data for the other forty-nine states and !he District of Columbia (as opposed to the 
number of FTE staff needed to provide a national-average, i.e., representative, level of 
service), and that the underlying assumptions in these comparisonsare that: 

(1) The number of FTE support staff is directly re!ated to the number of F I E  
instructional staff and FTE administrative staff; 

(2) The number of F I E  adrnin~strative staff is directly related to the cumber of FTE 
instructlonai staff and FTE support staff; and 

(3) The number of FTE administrative staff and FTE support staff is directly related 
to the number of FTE instructional staff. 
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While these foregoing assumptions are, admittedly, subject to challenge, the 
descriptive statistics, once again, can oe useful to the DOE and the Legislature if the 
statistics and the findings they support are used carefully and appropriately. Although (1) 
expenditures for personal services (i.e., salaries and related fringe benefits) consume a 
substantial portion of a state's annua~Tperating budget for education, and (2) the number of 
FTE administrative, instructional, and support staff should (at least in theory) be directly 
reiated to the total amounts expended for administration, instruction, and support services, 
respectively, the findings should be interpreted cautiously because of uncertainties about the 
comparability of the data used to generate these statistics and the validity of the foregoing 
assumptions. The Bureau emphasizes that these finciings are not conclusive and should not 
be used by the Legislature or the DOE to justify future decisionsrregarding the appropriation 
and allocation of personnel and material resources for administration, ifistruction, and support 
services. Once again, these findings can be used by the Legislature and the DOE to direct 
future, detailed inquiries into the appropriation and allocation of resources for administration, 
instruction, and support services. 

One clearly inappropriate use of this iinding would be to justiiy the creation of 
additional administrative and support staff positions to make Hawaii's ratio of FTE 
instructional stafi and F I E  administrative staff to FTE support staff (2.3), and ratio of FTE 
instructional staff and FTE support staff to FTE administrative staff (27.6), equal to the 
median state ratio for each (2.0 and 20.5, respectively). A more appropriate use of this 
finding would be to initiate future, detailed inquiries into the appropriateness of the number of 
FTE administrative and support staff positions when Hawaii's ratio of FTE instructional staff 
and FTE administrative staff to FTE support staff, and ratio of FTE instructional staff and FTE 
support staff to FTE administrative staff, begin to approach the median state ratio for each. 

Additional Analyses of Indirect Measures--State Ratios of FTE Staff. Based on the 
descriptive statistics of the number of staff employed by public school systems for the forty- 
nine states (excluding Hawaii) and the District of Columbia, Hawaii's ratios of: 

(1) All FTE staff other than officials and administraiors to FTE officials and 
administrators; 

(2) All F I E  staff other than other support staff to FTE other support staff; and 

(3) FTE teachers to ail FTE staff other than teachers; 

would - not appear to be consistent with beliefs that the DOE has: 

(1) A relatively large number of FTE officials and administrators in relation to the 
number of FTE staff other than officials and administrators; 

(2) A relatively large number of FTE other support staff n relat~on !o the ntimber of 
F I E  staff other than other support staff, and 

(3) A relatively - small number of FTE teachers in relation to the number of FTE staff 
other than teachers. 

It should be emphasized that the statistics discussed only compare FTE staff data for 
Hawaii to FTE staff data for the other forty-nile states and the District of Columbia, and that 
the underlying assumptions in these comparisans are that: 
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(1) The number of FTE officials and administrators is directly related to the number 
of all FTE staff other than officials and administrators: 

(2 )  The number of FTE other support staff is directly related to the number of all 
FTE staff other than other support staff; and 

(3) The number of all F I E  staff other than teachers is directly related to the 
number of FTE teachers. 

Summary 

Although the stated purpose of this chapter was to provide the working bases for an 
"analysis of the amounts expended for such functions as administrative support in 
comparison to the amounts expended directly for students, such as classroom teachingW,33 
the Bureau believes that the resulting analysis would have been of little practical use to the 
Legislature if expenditure data for Hawaii were not comparable to expenditure data for other 
states. The Bureau's choice of measures and statistics represents a compromise between 
the need for comparable data, the availability of comparable data, the characteristics of the 
available data, and legislative intent. Consequently, the utility of the resulting analysis is 
limited by the acceptability of the compromise made to satisfy competing demands. 
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Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georg~a 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Mich~gan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
Nevi York 
North Carolina 
North Dakota 
Onio 
Oklahoma 
Oregon 
Pennsylvania 

Table 15 

Ratios o f  All Full-time Equivalent (FTE) Staff 
Other Than Officials and Administrators to 
FTE Officials and Administrators: Fall 1989 

Total number of F I E  
staff other than klumber of F I E  
officiais and oificiais and 
admin~strators administrators 

Ratio of all F I E  staff 
other than officiais and 
and adminislralors to 
F I E  officiais and 
administrators 



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Ratio of all FTE staff 
Total number of F I E  other than officials and 
staff other than Number of F I E  and administrators to 
officials and officials and FTE otficials and 
administrators administrators administrators 

Hawaii 14,623 100 146.2 

Range of state ratios of all FTE staff other than officials and administrators to F I E  officials and 

administrators' = 222.3 

Mean state ratio of all F I E  staff other than officials and administrators to FTE officials and 

administrators' = 70.6 

Median state ratio of all FTE staff other than officials and administrators to F IE  officials and 

administrators' = 63.0 

Skewness coefficient" = 2.1 

First quartile' = 44.50 

Third auartile' = 82.95 

'Excluding Hawaii 
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Alabama 
Alaska 
Arizona 
Arkansas 
California 
Coiorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Okiahoma 
Oregon 
Pennsylvania 
Rhode Island 

Table 16 

Ratios of All Full-time Equivalent (FTE) Staff 
Other Than Other Support Staff to FTE 

Other Support Staff: Fall 1989 

Total number of FTE 
staff other than other Number of F I E  
support staff other support staff 

Ratio of all F IE  staff 
other than other 
support staff to FTE 
other support staff 
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Ratio of ail FTE staff 
Total number of FTE other than other 
staff other than other Number of FTE support staff to FTE 
support staff other support staff other support staff 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
'Jirginia 
Washtngton 
West Virginia 
Wisconsin 
'Nyoming 

Hawaii 11,050 3,673 3.0 

Range of state ratios of all FTE staff other than other support staff to FTE other support staff' = 30.2 

Mean state ratio of all FTE staff other than other support staff to F I E  other support staff* = 3.04 

Median state ratio of all FTE staff other than other support staff to FTE other support staff' = 2.3 

Skewness coefficient' = 6.6 

First quartile' = 2.1 

Third quanile' = 2.7 

.Excluding Hawaii 
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Table I7 

Ratios of All Full-time Equivalent (FTE) 
Teachers to FTE Staff Other Than Teachers: Fall 1989 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Coiorado 
Connecticut 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Fvlassachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
blew Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

Total number Ratio of F I E  
of FTE staff teachers to all 

Number of FTE other than FTE staff other 
teachers teachers than teachers 
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South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Total number 
of FTE staff 

Number of FTE other than 
teachers teachers 

Hawaii 8,866 5,857 

Range of state ratios of FTE teachers to ail FTE staff other than teachers- = 7.2 

Mean state ratio of FTE teachers to all FTE staff other than teachers' = 1.37 

Median state ratio of FTE teachers to all F I E  staff other than teachers* = 1.2 

Skewness coefficientr = 5.8 

First quartile* = 1 0  

Third quartile' = 1.3 

Ratio of F I E  
teachers to all 
F I E  staff other 
than teachers 

*Excluding Hawaii 
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ENDNOTES 

1. Act 190, Session Laws of Hawaii, 1991 

2. US. .  Department of Education. National Center for Education Statistics. Public Elementary and 
Secondary State Aggregate Data, by State, for School Year 1989-1990 and Fiscal Year 1989. NCES 91- 
035. Data Series: DR-CCD-89190-2.1 (Washington. D.C.: April 1991) (hereinafter cited as "Aggregate 
Data for School Year 1989-1990"). p. 21 

The Bureau's analyses were based on student membership (enrollment). rather than average daily 
attendance (ADA), since ADA is not comparable among states because of various statutory reporting 
procedures. U.S.. Department of Education. "Aggregate Data for School Year 1989-1990, note 2, 
p. 2 0 ~  

3. While the range is the easiest and quickest measure of variability to compute, it is also the most unreliable 
since only two values are used to compute it. 

4. The national averages reported by the NCES are, in essence. weighted state averages. They were 
computed by taking the quotient of the nation's expenditures for instruction, support services, 
noninstruction, and direct support, and the nation's student membership. The Bureau computed mean 
state per pupil expenditures to give equal weight to all the states and the District of Columbia and allow for - 
more meaningful interstate comparisons of per pupil expenditures. The Bureau excluded Hawaii from its 
computations of mean state per pupil expenditures since the purpose of this particular analysis was to 
compare Hawaii to the other forty-nine states and the District of Columbia, rather than to compare Hawaii 
to the United States. While the exclusion of Hawaii is controversial. it is conceptually consistent with the 
purpose of the Bureau's analysis. which is the compare Hawaii to the other states and the District of 
Columbia. 

5. The median or second quartile (02) was operationally defined as the (2[n+ 1]14)th value. Linear 
interpolation was employed when the median occurred between successive values. Like the mean, the 
median is a measure of central tendency: however. unlike the mean, the median is not affected by 
extreme values. 

6. Skewness coefficients generally range from -3 to c3 ,  with zero indicating a perfectly symmetrical 
d~stribution. A positive skewness coefficient (s, + I )  indicates that the values in a particuiar distribution 
are concentrated below the mean. In practical terms. it means that there are a few very high values in the 
distribution. These high values result in the mean being greater than the median. A negative skewness 
coefficient (Q. -1) would indicate just the opposite, that is, the concentration of values above the mean. 
the presence of a few very values. and the mean being less than the median. A skewness coefficient 
of zero indicates a perfectly symmetrical distr~bution. For the purposes of this study. skewness was used 
to justify the Bureau's use of the median rather than the mean as the measure of central tendency. 

Theoretically. a skewness coefficient not equal to zero denotes a lack of symmetry. Skewness, however. 
does not automatically make the use of the median preferable to the mean: skevfed or not. the mean for a 
particuiar distribution is the "average" vaiue for that distribution. The median is considered by some 
statisticians to be preferable to the mean when a distribution exhibits signs of skewness. There is. 
however. no agreed upon point at which the median becomes preferable to the mean. 

7. The first quaitile (al) a" third quartile (Q3) were operationally defined as the (1[n+ 1114)th value and the 
(3[n + 1j14)th value, respectively. Linear interpolation was employed when the quartiles occurred between 
successive values. 
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US . .  Department of Education. "Aggregate Data for School Year 1989-1990, supra note 2 .  p 4. 

US.,  Department of Education, "Aggregate Data for School Year 1989-1990" supra note 2. p. 4. 

US. .  Department of Education. "Aggregate Data for School Year 1989-1990". supra note 2. p. 5. 

US. .  Department of Education. 'Aggregate Data for School Year 1989-1990" supra note 2. p. 5. 

US. .  Department of Eduoation. "Aggregate Data for School Year 1989-1990", supra note 2. p. 5. 

U S.. Department of Education. "Aggregate Data for School Year 1989-1990" supra note 2. pp. 6-7, 

US..  Department of Education, "Aggregate Data for School Year 1989-1990". supra note 2. p. 2. 

US. .  Department of Education, "Aggregate Data for School Year 1989-1990". supra mte 2, p. 2. 

Act 190, Session Laws of Hawa~i, 1991 

U S Department of Education, "Aggregate Data for School Year 1989.1990 e note 2 pp 9 and 12 
13 

U S , Department of Educat~on. "Aggregate Data for School Year 1989-1990" note 2 pp 12-13 

US. ,  Department of Education. "Aggregate Data for School Year 1989-1990". supra note 2. p. 4 

US. .  Department of Education. "Aggregate Data for School Year 1989-1990". =a note 2. p. 5. 

US.. Department of Education. "Aggregate Data for School Year 1989-1990" supra note 2. pp. 12-13 

U S.. Department of Education. "Aggregate Data for School Year 1989-1990". =a note 2. p. 5. 

U S . Department of Education. "Aggregate Data for School Year 1989.1990". note 2, p. 5. 

US. ,  Department of Education, "Aggregate Data for School Year 1989-1990. note 2 pp. 12-13. 

US., Department of Education. "Aggregate Data for School Year 1989-1990". supra note 2. p. 6 

U S Department of Educat~on "Aggregate Data for School Year 1989-1990" supra note 2 p 7 

U S Department of Education "Aggregate Data for Schooi Year 1989-1990 note 2 pp 12-13 

Telephone interview with Randall kionda. Common Core Data Coordinator. Department of  education^ 
Office of the Superintendent. Honolulu, Hawaii. August S 1991 

Letter from Randall Honda, Common Core Data Coordinator, Hawaii. Department of Education. Office of 
the Superintendent, to Jo Ann Davis. US. .  Department of Education. National Center for Education 
Stat~stics. May 17. 1990. 

Lener from Randall Honda. Common Core Data Coordinator riawail Department of Education. Office of 
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the Superintendent to John Sietsema U S Department of Education National Center for Education 
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s~pra note 29 

32 U S Department o i  Education "Aggregate Data for School Year 1989-1 9 9 0  supra note 2 pp 12-1 3 

33. Act 190. Session Laws of Hawaii. 1991 



CHAPTER 5 

ACCOUNTABJLITY 

... [Tlhe leg is la t ive  reference bureau is requested to  conduct a 
study of public school funding, including such aspects as  the 
appropriateness [emphasis added] of the current system of 
resource allocacion and accountability in the department of 
education. . . . ' 

Introduction 

The purpose of this chapter is to assess the utility of the current system of 
accountability in the DOE. This chapter focuses on the regular instruction program of the 
DOE. Although the  regular instruction program is just one of seventeen current services 
programs within the DOE, it is the single largest current services program in the department. 
The Bureau has no particular expertise or ability to assess the suitability (appropriateness) of 
the current system of accountability in the DOE. A finding of "appropriateness" also implies a 
search for "inappropriateness", which appears to be more in keeping with the nature of an 
audit. 

This chapter reviews the relationship among the regular instruction program, 
foundation program objectives, performance expectations, essential competencies, 
competency-based measures, and the Hawaii State Test of Essential Competencies. It also 
discusses the status of the competency-based measures for grades 3, 6, 8, and 10; reviews 
the background of the Educational Assessment and Accountability System; and discusses the 
applicability of the Educational Assessment and Accountability System to the regular 
instruction program. 

The Nature of Accountability 

According to Paul Hill and Josephine Bonan:' 

Accountability describes a relationship between two par t ies  in 
which four conditions apply: One party expects the other to  
perform a service or accomplish a goal; the party performing the 
ac t iv i ty  accepts the legitimacy of the o the r ' s  expectation; the 
party performing the ac t iv i ty  derives some benefits  from the 
relationship; and the party for whom the ac t iv i ty  i s  performed 
has some capacity to  a f f ec t  the o ther ' s  benefits .  [c i ta t ion  
deleted] 

Accountability is the essence of a contractual relationship i n  
which both par t ies  have obligations and derive benefits .  People 
can be accountable only if  they f ee l  bound by some agreement 
that  establishes a f a i r  exchange of benefits  and obligations 
between two par t ies .  



Foundation Program Objectives, Performance Expectations, Essential Competencies, and the 
Regular Instruction Program 

The Relationship Between Foundation Program Objectives, Performance Expectations, 
and Essential Competencies. The relationship between foundation program objectives 
(FPOs), performance expectations (PEs), and essential competencies (ECs), is described by 
the DOE in the following rnanner:3 

Clear and realistic student gcals which provide direction 
and focus for classroom instruction are basic to the improvement 
of curriculum and instruction. 

Goals include the Foundation Program Objectives, Performance 
Expectaticns, Essensial Competencies, and instructional area 
objectives. These gcals reflect the purposes, or the ends, of 
education stated in differing degrees of specificity. 

* Broad goals for education, established by the 
Department of Education starting with the eight 
Foundation Program Objectives, serve as the basis for 
curricul:m and instruction in Hawaii's public schools. 

* Because of cne general way in which these objectives 
are stated and in response to the need to define and 
specify outcomes, Performance Expectations are 
identified. Performance Expectations specify important 
competencies expected of students as they progress 
toward the attainment of the eight [eleven] Foundation 
Program Objectives. They have been developed for 
grades 3, 6, 8, 10, and 12. 

* To insure that every high schooi student attain 
proficiencies necessary to function in the adult world, 
fifteen [sixteen] competencies kere derived from the 
Performance Expectaticns and publicly validated as 
minimum requirements for becoming productive and 
contributing members of society. These fifteen 
[sixteen] are referred to as Essential Competencies, 
some of which are expected to be mastered as early as 
grade 3 and others as late as grade 10. 

The Foundation Program Objectives, Performance Expectations, 
and Essential Competencies serve as benchmarks for the State, 
with more specific instructional goals or objectives written by 
teachers and adminissrators to address the school program, 
subject departments, grade levels, class, and even individual 
students. 

The Objective of the Regular Instruction Program. The objective of the regular 
instruction program is to:4 
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...[ Alssure tha t  e l i g i b l e  ch i ld ren  achieve Foundation Program 
goals through development o f :  i ) basic s k i l l s  f o r  learn ing and 
e f fec t i ve  corrmunication; 2 )  pos i t i ve  self-concept; 3 )  decision- 
making and problem-solving s k i l l s ;  4) independence i n  learning;  
5) phys ica l  and emotionai well-being; 6) recogni t ion and pursu i t  
o f  career po ten t i a i ;  7 )  philosophy o f  r espons ib i l i t y  t o  se l f  and 
others; 8) c rea t i ve  po ten t i a l  and aesthet ic  s e n s i t i v i t y .  

The relationship between the regular instruction program, FPOs, PEs, and ECs, can 
be illustrated in the following manner: 

Regular Instruction Program 
I 
4 

Foundation Program Objectives 

C Performance Expectations 

To assess student progress in achieving the PEs and to measure the effectiveness of the 
regular instruction program, the DOE embarked on a program during the early 1980's to 
develop competency-based measures (CBMs) for grades 3, 6, 8, and 10. According to the 
DOE, the CBMs for grade 3 were first administered in 1982.5 

The relationship between the PEs and the CBMs, and the PEs, ECs, and Hawaii State 
Test of Essential Competencies (HSTEC), can be illustrated in the following manner: 

Performance Expectations - - - - - -,Essential Competencies 

I 
Comoetencv-Based Measures 

1 
Hawaii State Test of 
Essential Competencies 

The HSTEC is roughly analogous to the CBMs. While the former is designed to assess 
mastery of the ECs, the latter is designed to assess student progress in achieving the PEs. 

Competency-Based Measures 

Although the stated measures of effectiveness for the regular instruction program 
make specific reference to eight FPOs and the CBMs for grade 3,6 the DOE recently 
suspended both the administration of the CBMs for grade 3 and the piloiing of the CBMs for 
grades 6, 8, and 

Although the DOE had piloted and administered the CBMs for grade 3, the DOE was 
unable to integrate data from the grade 3 CBMs with data from the Stanford Achievement 
Test. According to the DOE, the problem with data integration was due partly to the design of 
the student identification system employed by the DOE and the limitations of the computer 



program used to match student identification numbers. Student identification numbers, which 
were filled in by students, were frequently misreported and could not be matched by 
computer. Also, the computer program utilized by the DOE was unable to consistently match 
student identification numbers even when the numbers were reported correctly. 
Consequently, a student's performance on the grade 3 CBMs could not be matched to the 
student's performance on the Stanford Achievement Test.8 

In addition, the DOE reported that the CBMs for grade 3 were not well received by 
some teachers since it required the teachers to maintain observation logs for their specific 
grade-level students; took approximately fifty percent more time for the students to complete 
than originally estimated; and was administered close to the end of the school year when the 
additional demands on instructional time became an imposition on teachers. 

It appears that many of the difficulties encountered by the DOE in administering the 
CBMs for grade 3 were largely unavoidable. For example, it would have made little sense for 
the DOE to administer the CBMs at the beginning of or midway through the school year when 
the PEs describe what students are expected to attain by the end of grades 3, 6, 8, 10, and 
12.9 Administering the CBMs to students upon their return from summer vacation would have 
been equally unsatisfactory because of the learning regression that occurs during summer 
vacation. Because the reliabiIityl0 of a test is directly related to the number of items on the 
test (i.e., its lengthj, developing a test that is both practical (i.e., not indefinitely long) and 
reliabvis not always possible.11 Additionally, since the va l i d i t p  of a test is directly related 
to the nature of the test itself, using a computer-scored, multiple-choice test to assess student 
progress in achieving the PEs is not always possible or desirable. 

The lack of administrable CBMs for assessing student progress in achieving the PEs 
makes it difficult (but not entirely impossible) to assess the effectiveness of the regular 
instruction program, which includes language arts, mathematics, physical education, health, 
science, art, music, social studies, guidance, foreign languages, practical arts, and 
vocational-technical education.13 Although the CBMs are indispensable for measuring the 
effectiveness of the regular instruction program, the CBMs cannot be used unthinkingly to 
validate perceived causal associations between changes in the regular instruction program 
and changes in student progress in achieving the PEs. Factors such as the strength of the 
as~ociat ion, '~ consistency of the a s s ~ c i a t i o n , ~ ~  temporal correctness of the ass~c ia t ion, '~  
specificity of the ass~c ia t ion, '~  and coherence with existing in f~rmat ion, '~  must be 
thoughtfully considered when attempting to validate perceived causal associations between 
changes in the regular instruction program and changes in student progress in achieving the 
PEs. 

While it is possible to utilize the HSTEC, the Stanford Achievement Test, and other 
measures, a, the National Assessment of Educational Progress (NAEPj and the College 
Entrance Examination Board's Scholastic Aptitude Test, as proxies for the CBMs, the HSTEC 
and Stanford Achievement Test are relatively limited in utility since the former measures only 
minimum competencies and the latter measures only reading and rnathemarics performance. 
The HSTEC is useful in measuring the effectiveness of the regular instruction program only to 
the exient that the ECs, which are assessed by the HSTEC, are derived from the PEs, which 
are assessed by the CBMs. Similarly, the Stanford Achievement Test is useful in measuring 
the effectiveness of the regular instruction program only to the extent that the regular 
instruction program consists of reading and mathematics. 
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Although the NAEP Trial State Assessment Program is not limited to reading and 
mathematics like the Stanford Achievement Test, the NAEP Trial State Assessment Program 
assesses a representative (random) sample of Hawaii's public school students rather than all 
eligible Hawaii public school students like the Stanford Achievement Test.19 (The NAEP 1990 
Trial State Assessment was limited to grade 8 mathematics.) While the Scholastic Aptitude 
Test (not to be confused with the Stanford Achievement Test) has been used by the U.S. 
Department of Education and other investigators to assess the verbal and mathematics 
performance of students according to states, school districts, and schools, these kinds of 
comparisons constitute a gross misuse of the Scholastic Aptitude Test. According to the 
Coilege Entrance Examination Board, publishers of the Schoiastic Aptitude Test:zo 

As measures o f  developed verbal and mathematical a b i l i t i e s  
important f o r  success i n  col lege, SAT [Scholastic Aptitude Test]  
scores are use fu l  i n  making decisions about ind iv idua l  students 
and i n  assessing the academic preparation of ind iv idua l  
students. Using these scores i n  aggregate form as a s ing le  
measure t o  rank o r  r a te  teachers, educational i n s t i t u t i o n s ,  
d i s t r i c t s ,  or  states i s  i n v a l i d  because i t  does not  include a l l  
students. And i n  being incomplete, t h i s  use i s  inherent ly 
unfa i r .  

I n  looking a t  average SAT [Scholastic Aptitude Test]  scores, 
the user must understand the context i n  which the pa r t i cu la r  
t es t  scores were earned. Other fac tors  var iously re la ted t o  
performance on the SAT [Scholastic Aptitude Test]  include 
academic courses studied i n  high school, fami ly background, and 
education o f  parents. These factors  and others o f  a less 
tangible nature could very wel l  have a s i gn i f i can t  inf luence on 
average scores. 

Although there have been and continue to be attempts to utilize multiple linear 
regression21 to control for differences in participation rates (i.e., the percentage oi eligible 
students taking the Scholastic Aptitude Test), socio-economic z t u s ,  ethnicity, - etc.i amongst 
states, school districts, and schools, these attempts have been and continue to be highly 
controversial and no one particular method appears to have gained general acceptance 
amongst all  investigator^.^^ Additionally, and perhaps more importantly, no attempt has been 
made or appears to be in the making to validate (i.e., field test) the regression equations (i.e., 
models) used by investigators to improve the comFrability of Schoiastic Aptitude Test scores 
amongst states, school districts, and schools. Consequently, the predictive validity of the 
regression equations and the results that they yield must be accepted on faith. 

One important limitation of norm-referenced tests, such as the Stanford Achievement 
Test and the Scholastic Aptitude Test, is that they are designed for the expressed purpose of 
placing students in rank order or comparing them with other students. Unlike criterion- 
referenced tests, which are designed to tell what a student knows, understands, or can do in 
relation to specific objectives that are expected to be realized, norm-referenced tests must be 
periodically revised to ensure that the test is capable of discriminating between students of 
differing abilities. The obvious limitation of tests so revised is that longitudinal comparisons of 
test results may fail to reveal improvements in student achievement. Another important 



limitation of norm-referenced tests is that they tend not to measure the specific content of the 
instruction provided in the program in question.23 

Educational Assessment and Accountability System 

Background. In response to Act 371, Session Laws of Hawaii 1989, and the final 
report of the Legislative Auditor regarding the evaluation of the administrative flexibility 
legislation affecting the DOE and the University of Hawaii (Acts 320 and 321, Session Laws of 
Hawaii 1986), the DOE prepared for submission to the 1990 Legislature a five-year 
implementation plan for educational assessment and acco~ntabil i ty.~~ 

According to the DOE, the major purposes of the educational assessment and 
accountability system (EAAS) are to:25 

(1) Provide information about schools' performance for public accountability; 

(2) Inform educational policy development; and 

(3) Improve educational quality by influencing local practice and improvement 
efforts. 

The goals and objectives of the EAAS, according to the DOE, are to:26 

* Establish a statewide system of educational assessment and 
accountability to  systematically examine the health and 
quali ty of Hawaii public education. 

* Ins t i tu te  public accountability through periodic reports on 
public education to  the community-at-large (parents,  
businesses, taxpayers). 

* Inform educational policymakers and educators about the 
condition, performance and progress of Hawaii public 
education. 

* Work collaboratively wi th  the University of Hawaii system t o  
coordinate educational assessment a c t i v i t i e s  between the 
Department and higher education. 

Perhaps most illustrative of the overall thrust of the EAAS is the DOE'S description of 
the analysis component of the EAAS:27 

The analysis component of the present design mosc include three 
analyt ic  functions necessary to  operationalize the use of 
indicators for the purpose of providing policy-relevant 
information about schools' performance: ! 1 )  describe 
performance to  answer the question "What is happening?"; ( 2 )  
re la te  performance to inputs and context variables t o  answer the 
question "Why might it be happening?"; and (3 )  compare 
performance to  answer the question " I s  i t  adequate?" 
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While the EAAS impiementation plan does not explicitly discuss a mechanism or the 
development of a mechanism for linking assessment, analysis, and accountability to some 
system of programming, planning, budgeting, and management (which is not to say that such 
a mechanism does not already exist), the Bureau beiieves that the impiementation of SCBM 
will eventually cause the DOE to adapt the existing PPB system to meet the informational 
demands of school communities or to develop a quasi-PPB system of its own design. T9e 
Bureau believes that such a system, whether it be PPB or some variant thereof, will help 
school communities to make the most of the anaiysis component of the EAAS. To this end, it 
is important that the system serve the varied needs of different school communities. Given 
the period of time encompassed by the EAAS implementation plan, the Bureau believes that 
the DOE should begin discussing this mechanism or the deveiopment of this mechanism in 
order to ensure the timely deployment of a useful educational assessment and accountability 
system. 

One important output of the DOE with respect to the research and development of the 
EAAS has been the completion of working papers on: 

(1) The educational accountability systems in other states;28 

(2) The classification of indicators for educational assessment and accountability 
according to their presumed relationships;29 

(3)  A proposed method for assessing school performance;30 

(4) The use of regression residual analysis in determining school quality;3' 

(5) The documentation of data for the Schooi Status and Improvement Report 
(SSIR);32 and 

(6) The use of education revenues and expenditures as process indicators.33 

Besides examining key conceptual and technical issues, the six working papers help 
to place the speed at which the DOE is researching and deveioping the EAAS into 
perspective. The Bureau notes that the mere existence of other state assessment and 
accountability systems does not automatically vouch for their validity or reliability. Further, an 
assessment and accountability system that is valid and reliable for one state may not be valid 
and reliable for another state because of differences in program structure and data gathering 
ability. While the examination and resolution of conceptual and technical problems are of 
great importance to the successful implementation of the EAAS, the DOE and the Legislative 
Auditor are presently at odds over the speed at which the DOE is researching and developing 
the EAAS.34 

First of ali, the Bureau notes that the Legislature would be well within its right to 
demand that the DOE speed up development of the EAAS. The Bureau believes that the six 
working papers completed by the DOE provide sufficient information for the Legislature to 
make an informed choice between the need for immediacy and the need for quaiity with 
respect to the development of the EAAS. If the Legislature chooses the need for immediacy 
over the need for quaiity, then the Legislature should be prepared to accept the quality of the 
product developed by the DOE. Conversely, if the Legislature chooses the need for quality 
over the need for immediacy, then the DOE should be prepared to accept responsibility for 
the quality of the product delivered to the Legislature. Balancing the need for immediacy with 



the need for quality is a particularly sensitive task since the Legislature is, in essence, 
balancing the interests of school communities (i.e., - students, teachers, school administrators, 
etc.), against its own interests. - 

Of the two competing needs mentioned above, the need for quality is of primary 
importance to school communities since the success or failure of SCBM will be judged to 
some degree by the EAAS. Although the EAAS could be deployed with carefully worded 
caveats and disclaimers to attempt to minimize certain quality-related problems, history has 
shown that the lay public pays very little, if any, attention to these caveats and disclaimers. A 
poignant example of the public's total disregard for these caveats and disclaimers can be 
found in the annual ranking of states according Scholastic Aptitude Test scores. Although 
repeatedly and unambiguously condemned by both the DOE and the College Ertrance 
Examination Board as being unfair, the news media and U.S. Department of Education 
continued this contentious practice for many years. 

On the other hand, the Bureau believes that it would be totally unrealistic for the DOE 
to withhold the EAAS from the Legislature until such time as the DOE is totally satisfied with 
the quality of the EAAS. The EAAS should be deployed in functional increments that will be 
useful to the Legislature, school communities, and the DOE. Deciding what these increments 
should be and when they should be deployed is difficult, if not practically impossible, to 
predict. Although the research and development of the E M S  should not and probably cannot 
be held to a rigid schedule, the Bureau believes that the Legislature and the DOE should 
come to some tentative agreement on the incremental deployment of the EAAS. 

Applicability of the M S  to the Regular Instruction Program, FPOs, PEs, and ECs. 

According to the DOE:35 

The current  assessment and accountabi l i ty  plan i s  based on the 
stra ight forward idea o f  combining and bu i ld ing on selected data 
elements from ex i s t i ng  assessment and accountabi l i ty  mechanisms 
i n  order t o  broadly but  comprehensively examine schools' 
performance outcomes. Also, the present plan i s  more c losely 
re la ted t o  some o f  the ex is t ing  accountabi l i ty  mechanisms (e.g., 
student test ing,  program evaluation, curr iculum reviews) than t o  
others (e.g. ,  compiiance monitoring, f i s c a l  or  management 
audi ts ) .  Important t o  note i s  tha t  the in-tent o f  the current  
plan i s  not t o  in tegrate  the various assessment and 
accountabi l i ty  a c t i v i t i e s  already i n  place, but rather t o  
in tegrate  selected information. 

Although the DOE proposes to use the EAAS to guide tne Department's program planning 
and budget development efforts in the future,36 the EAAS implementation plan makes no 
mention of the regular instruction program, FPOs. PEs. or CBMs. (The Bureau notes that a 
reexamination of curriculum and student assessment is presently underway within the DOE.) 
Given the fact that the EAAS is designed to provide school-level assessment and 
accountability reports rather than program-level assessment and accountability reports,37 it 
would appear that integration of the EAAS with the State's PPB system will not be a high 
priority objective for the DOE. 
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The DOE appears to be developing two separate assessment and accountability 
systems; one focused on program-level performance outcomes and another focused on 
school-level performance outcomes. The "School Status and Improvement Report" (SSIR) is 
an example of the DOE's ongoing efforts to develop and improve upon an assessment and 
accountability system focused on school-level performance 0utcomes.3~ Likewise, the RFP 
for the development and validation of standardized tests to replace the CBMs is an example 
of the DOE's ongoing efforts to develop and improve upon an assessment and accountability 
system focused in program-level performance outcomes. While the development of two 
assessment and accountability systems is not necessarily redundant or wasteful, the Bureau 
believes that the utility of the different levels of data that will be generated by the two systems 
should be explained in greater detail. 

The Bureau notes that school-level data can provide important information on how 
individual schools are performing in relation to the objective of the regular instruction 
program, FPOs, PEs, and CBMs, s, percentage of schools with more than seventy-five 
percent of the students in grade 3 meeting the criteria for foundation program objective I. 
This level of assessment and accountability is consistent with the demands of SCBM, which 
shifts a substantial degree of decision making authority from the state and district levels to a 
school's community. On the other hand, program-level data can also provide important 
information on how different instructional programs are performing in relation to the objectives 
of the regular instruction program, FPOs, PEs, and CBMs, Q, percentage of students in 
grade 3 meeting the criteria for foundation program objective I. This other level of 
assessment and accountability is consistent with the demands of PPB, which is designed to 
facilitate program planning, budgeting, and management decisions as they relate to spending. 

Although school-level assessment and accountability reports will probably be most 
useful to the DOE and the Board of Education because of their respective roles in monitoring 
the implementation of SCBM, this does not preclude the Legislature from using these reports 
to make decisions relating to program planning, budgeting, and management. Similarly, while 
program-level assessment and accountability reports will probably be most useful to the 
Governor and the Legislature, this does preclude the DOE and the Board of Education from 
using these reports to make decisions relating to the implementation of SCBM. In view of the 
State's current commitments to SCBM and PPB, the Bureau believes that the development of 
two separate systems of assessment and accountability is consistent with the respective 
information demands of SCBM and PPB. 

The development of two separate assessment and accountability systems may provide 
additional opportunities to conduct educational research. As previously discussed, the 
likelihood of an association being perceived as causal is increased when the same association 
is uncovered using different study methods.39 The Bureau believes that the development of 
linkages between these two assessment and accountability systems should be carried out 
concurrently, if possible, to maximize the usefulness of the final products to the DOE, the 
Board of Education, the Legislature, and the Governor. While the development of separate 
assessment and accountability systems may produce conflicting data on performance 
outcomes, this is not necessarily undesirable since conflicting data can be equally significant. 



ACCOUNTABILITY 

Discussion 

Although the Legislature and the DOE could continue to debate the appropriateness of 
the E M S ,  the Bureau believes that the crucial issue confronting the Legislature at this time is 
whether or not school communities should be permitted to implement SCBM without the 
EAAS in whole or in increments. Without the EAAS, how will school communities--much less 
the DOE and the Legislature--know whether SCBM is succeeding or failing? While the 
success or failure of SCBM will not be evaluated solely on the basis of the E M S  (school 
status and improvement reports are to also be considered), the EAAS will play an important 
role in the evaluation of SCBM schools and, consequently, the evaluation of SCBM itself. The 
implementation of SCBM without the EAAS would be tantamount to undertaking a new 
program without having first developed a plan for its evaluation. While it may be justifiable to 
"salvage" an evaluation (i.e., conduct a retrospective study) on a relatively minor program, 
SCBM is definitely not a-minor program. SCBM is, in fact, a major education reform. 
Conducting a retrospective study on the success or failure of SCBM when a prospective study 
could have been conducted instead would be difficult for anyone to justify. 

Consequently, the Bureau believes that the following policy-related question should be 
addressed by the Legislature, "Should school communities be permitted to implement SCBM 
without having in place a functioning educational assessment and accountability system?" 

Summary 

According to Michael Kirst:40 

... [T]hroughout h i s t o r y  education p o l i c y  has advanced through 
incremental or  t r i a l  and e r ro r  stages, sometimes ca l led  
"d is jo in ted  incrementalism." Accountabi l i ty  i s  an exce l lent  
example o f  t h i s  process . . . .  

While accoun tab i l i t y  has recent ly  been "rediscovered" and 
has gone through ye t  another transformation and refinement, i t  
ac tua l l y  has a long h i s t o r y  o f  use, misuse, and controversy. 

. . .  With the a r r i v a l  of the 20th century, s c i e n t i f i c  measurement 
and appropriate grade placement were featured from 1915 t o  1930, 
and t h i s  movement overlapped w i t h  the 1920s " c u l t  o f  
e f f ic iency, "  which appl ied business cost-accounticg techniques 
t o  the so lu t ion  of many education problems [ c i t a t i o n  de le ted j .  
I t  would be another hal f -century,  however, before educators 
witnessed the advent o f  the U.S. accountab i l i ty  movement's 
b ib le ,  Leon Lessinger's book, Eaery Kid a Wirr~er, [ c i t a t i o n  
deleted]  which appeared i n  1970 and stressed the same k ind  o f  
cost-accounting s t ra teg ies tha t  had been popular decades 
e a r l i e r .  
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Like his predecessors, Lessinger wanted learning stated in 
quantifiable terms that could be related to cost statements. 
However, his thinking was also in tune with that of his own era, 
since the ;960s and early !97Os featired Program Planning 
Budgeting Systems (PP3S) and Management by Objectives (MBO) as 
favored strategies for accountability. These were followed in 
1977 by President Carter's Zero Based Budgeting (ZBB). All of 
these budget techniques were resisted by school boards and local 
educators and have disappeared with barely any residue [citation 
deleted]. 

In sum, both the early 20th century and the recent 
accountability novements highlighted: (1) business as the model 
for educators to emulate; (2) objective measures as the primary 
criterion for educational evaluation; and (3) sophisticated 
accounting procedures and cost control as crucial for improving 
education. 

Beginning in 1983, however, school reforms brought with them 
still another wave of accountability legislation, focusing this 
time on such concepts as school report cards, merit schools, 
outcome-based accreditations, and interstate achievement 
comparisons. While the names have changed, these concepts are 
offshoots of the historical evolution. Therefore, while history 
demonstrates that effective and long-lasting accountability 
programs are possible, it also shows that maintaining them 
requires both a sophisticated understanding of past experience 
and a committed political constituency. In addition, even well- 
designed accountability techniques must be implemented through a 
loosely coupled administrative system that includes a complex 
web of State and local school control. That makes it difficult 
to predict the impact of a specific accountability policy upon 
classroom practice and provides numerous political 
constituencies as potential roadblocks.... 

Assuming that the debate over the "appropriateness" of the DOE's current system of 
accountability is not likely to be resolved in the foreseeable future, the Bureau believes that 
the Legislature and the DOE can better resolve the issue by reaching an agreement over what 
constitutes a "useful" system of accountabiiity rather than attempting to determine whether 
the current system of accountability is appropriate or inappropriate. If Michael Kirst is correct 
about the advancement of educationai policy throughout history, then the appropriateness or 
!nappropriateness of the DOE's current system of accountabiiity will mean very little in the 
long run. 
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attitudes. For each foundation program objective, PEs collectively serve to describe the breadth and 
depth of a student's desired achievement and progress. Although individual student levels of 
achievement will vary. the DOE notes that it is obligated to take each student to the student's highest level 
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Financial Plan and Executive Budget") p 1155 

Telephone interview with Selvin Chin-Chance, Test Developmerit Specialist, Department of Education, 
Office of the Superintendent. Honolulu, Hawaii. August 1991 
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Chin-Chance, interview, supra note 5 

According to Chin-Chance. a request for proposal (RFP) is presently being written for the development and 
validation of standardized tests to replace the CBMs Further, the DOE'S efforts to develop. validate, pilot, 
and administer the CBMs for grades 3. 6, 8, and 10, received no additional funding support from either the 
Legislature or the Board of Education. 

Chin-Chance interview supia note 5 

PEs for grades K. 1, and 2 have aiso been developed for foundation program ob~ective I: develop basic 
skills for learniq and effect!ve communication ,with others The PEs for grades K. 1, and 2 were 
developed to assist teachers and administrators in early identification and intervention for basic skills 
development. Hawaii. Department of Educatioo "Student Outcomes for the Foundation Program," 
note 3. p. 3 

Some error is involved in any type of measurement. Measurement error occurs systematically or 
randomly and both types of error limit the certainty to which student progress in achieving the PEs can be 
measured. Overly simplified. tests are considered to be "reliable" if measurement error is slight and 
consistent in measuring student progress in achieving the PEs. 
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desired reliability. J.P. Guiiford. Fundamentai Statistics in Psychology and Education, 3rd ed. (New York: 
McGraw-Hill Book Company. Inc. 1956). p. 458. 
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ethical issues. While natural experiments are more common, they are relatively difficult to control since 
very little can be done to affect their design. 

See Judith Mausner and Anita Bahn, Epidemiology: An Introductory Text (Pennsylvania: W.B. Saunders 
Company, 1974), pp. 100-103. regarding causal associations and criteria for judging whether associations 
are causal. The Bureau's discussions on strength of the association, consistency of the association. 
temporal correctness of the association, specificity of the association. and coherence with existing 
information, are based substantially on the work of Mausner and Bahn. 

Consistency of association dictates that the association between a change in the regular instruction 
program and a change in student progress in achieving the PEs be consistent under other circumstances. 
with other study populations, and with different study methods. The more olten the association appears 
under diverse circumstances. the more likely it is to be causal in nature. On acautionary note, systematic 
eiror occurring in multiple studies can produce an apparent but spurious consistency. 

Temporal correctness dictates that a change in student progress in achlevlng the PEs should be preceded 
by a cnange in the regular instructioti program On a cautionary note temporal correctness should be 
consistent with any necessary period of Induction and latency 

Specificity of association dictates that there should be a one-to-one reiationship between a change in the 
regular instruction program and a change in student progress in achieving the PEs. The problems with 
this criterion are that a change in student progress in achieving the PEs can be caused by alternative 
changes in the regular instruction program or by cumulative changes in the regular instruction program, In 
the former instance, the changes in the reguiar instruction program act independentiy of one another to 
cause a change in student progress in achieving the PEs In the latter instance, the changes in the 
regular instruction program act collectively to cause a change in student progress in achieving the PEs 
since no one change in the reguiar instruction program is sufficient by itself to proouce a change in 
student progress in achieving the PEs. 

Coherence with existing information dictates that a change in student progress in achieving the PEs 
should be consistent with current knowledge about the regular instruction program and the change in the 
regular instruction program. On a cautionary note, "paradigms" ( i .  the general theoretical assumptions 
and laws and techniques for their application that the members of a particular scierititic community adopt). 
may cause findings that cannot be incorporated into the existing body of knowledge to be regarded at the 
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outset with extreme skepticism 

See A.F. Chalmers. What is this thing called Science?. 2nd ed, (Saint Lticia. Queensland. Australia: 
University of Queensland Press. 19761, pp. 89-100, regarding Kuhn's paradigms. 

19. The National Assessment of Educational Progress (NAEP) Trial State Assessment Program is limited to 
public school students. Chin-Chance. interview. supra note 5. 

Thirty-seven states, the District of Columbia. and the territories of Guam and the Virgin Islands, have 
volunteered to participate in the trial state assessment. which began in 1990. Prior to the inception of the 
trial state assessment program. NAEP data were aggregated and reported at the national and regional 
level. 

Data from the NAEP are not very useful in measuring the effectiveness of the State's regular instruction 
program unless the results are aggregated and reported at the state level or lower ( a ,  by school district 
or school). 

20. College Entrance Examination Board. Guidelines on the Uses of College Board Test Scores and Related 
=a, Reprint (New York: 1988). 2 pp. 

Although the College Board states that average Scholastic Aptitude Test scores can be used to reveal 
longitudinal trends in the academic preparation of students taking the test, this methodology is based on 
the assumption that the students taking the test are essentially identical in nature from one year to 
another. While a more useful methodology would be to track the academic progress of a well-defined 
cohort of students from one year to another. the Bureau notes that the Scholastic Aptitude Test was not 
designed for this purpose. 

21. Multiple linear regression (MLR) is a statistical technique for analyzing the relationship between a criterion 
or dependent variable ( 9 ,  Scholastic Aptitude Test score) and a set of predictor or independent 
variables (aLe, participation rate. socio-economic status, ethnicity, e&j The most common uses of MLR 
are to identify the best set of independent variables that contribute to the prediction of a dependent 
variable, to control for the effects of confounding variables in order to evaluate the specific relationship 
between a dependent variable and an independent variable. and to determine the relationship between a 
deoendent variable and several indeoendent variables simultaneouslv Hawaii. Deoartment of Education. ~ ~ 
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See P. Armitage. Statistical Methods in Medical Research (Oxford. England: Blackwell Scientific 
Publications, 1971), pp. 302-303, regarding other uses of MLR. 

MCR has been used extensively by investigators for a number of years to account and adjust for the 
effects of confounding variables in order to generate expected Scholastic Aptitude Test scores that reflect 
the knovfn diifeiences between states, schooi districts, and schoois. 

22. See Howard Wainer's discussion of the US.  Department of Education publication entitled "State 
Education Statistics" (otherwise known as the "Wall Chart"), which contains a variety of education 
indicators. among them average Scholastic Aptitude Test scores or American College Test scores for 
each state Howard Wainer et al.. "On 'State Education Statistics"'. Journal of Educational Statistics. Vol. 
10. No. 4 (Winter 1985). pp. 293-325. 
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See Stephan Gohmann's discussion on the different methods used to improve the comparability of state 
Scholastic Aptitude Test scores. Stephan Gohmann, "Comparing State SAT [Schoiastic Aptitude Test] 
Scores: Problems. Biases. and Corrections", Journal of Educational Measurement, Vo l  25. No. 2 (1988). 
pp. 137-148. 

For additional information on drawing inferences from self-selected samples, see Howard Wainer. ed.. 
Drawing Inferences from Self-Selected Samples (New York: Springer-Verlag. 1986). p, 175. 

Hawaii. Department of Education. The Guide (Planning for an Evaluation), RS 78-5767 (May 1978). 
pp. 54-57. 

Telephone interview with Thomas Gans. Evaluation Specialist. Department of Education, Office of the 
Superintendent, Honolulu. Hawaii. December 27. 1991 

Hawaii. Department of Education. "EAAS Implementation Plan" - note 21, p. 1 

Hawaii, Department of Education, "EAAS lmplementation Plan", supra note 21, pp. iii-iv. 

Hawaii. Department of Education. "EAAS lmplementation Plan". - note 21, p. 19. 

Hawaii, Department of Education, "EAAS Implementation Plan", su~ra note 21, p. vii 

Hawaii Department of Education "Worklng Paper Y1 Review of Educational Accountability Systems in 

Other States" (May 1989) 20 pp 

Hawaii. Department of Education. "'Norking Paper *2: A Taxonomy of Indicators for Educational 
Assessment and Accountability" (August 1989, Revised October 1990). 16 pp. 

Hawaii Department of Education "Working Paper :3 Proposed Method for Assessing School 
Performance" (August 1989 Revised October 1989) 5 pp 

Hawaii Department of Educat~on "Working Paper 54 A Review of Regression Residual Analysis Used in 
Determining School Quality" (Draft)(October 1990) 6 pp 

Hawaii Department of Education "Working Paper '5 Data Documentation for the School Status and 
Improvement Report" (December 1990) 5 pp 
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ALLOCATION 

Introduction 

As previously noted in Chapter 5, the Bureau has no particular expertise or ability to 
assess the suitability (appropriateness) of the current system of resource allocation in the 
DOE. A finding of "appropriateness" also implies a search for "inappropriateness", which 
appears to be more in keeping with the nature of an audit. Consequently, the purpose of this 
chapter is to assess the of the current system of resource allocation in the DOE. 
Further, the issue of governance, as it relates to resource allocation, is beyond the scope of 
this study. Findings and conclusions concerning the current system of resource allocation in 
the DOE should not be construed as an expression of approval or disapproval for any 
particular structure of governance. 

Specifically, this chapter reviews the current system of resource allocation in the DOE 
with respect to ensuring the equity of educational inputs and educational outcomes; discusses 
the limitations, advantages, and disadvantages of methodologies attempting to allocate 
educational inputs to ensure the equity of educational outcomes; and suggests activities that 
the Legislature may undertake if it chooses to pursue the idea of allocating educational inputs 
to ensure the equity of educational outcomes. 

This chapter also reviews the manner in which resources are currently appropriated by 
the Legislature; discusses how the needs of special student populations are currently 
addressed by the DOE and the Legislature; describes the use of enrollment allocation weights 
to allocate resources for special student populations and to develop school budgets; and 
points out the advantages and disadvantages of using an enrollment allocation weights and 
formula approach to budgeting. 

Finally, this chapter discusses the policy decisions that should be addressed by the 
Legislature with respect to holding school principals, district superintendents, the 
Superintendent of Education, and the Board of Education, accountable for inequities in 
educational outcomes. 

Equity of Educational Inputs and Educational Outcomes 

The allocation of resources and budget execution guidelines for fiscal year 1990-1991 
are specified in the DOE report entitled, Resource Allocation & Budget Execution, Fiscal Year 
1990-91.1 According to the DOE, the purposes of that report were to:2 

1. . . . inform the Board o f  Education about the mount  o f  funds 
and posi t ions included i n  the General Appropriations Act o f  
'990 ; 

2 .  . . .  apprise che Board o f  Education about the Governor's 
a l locat ions and po l i c y  guidel ines; 

3. . . .p rovide the Department's budget execution po l i c i es  and 
expenditure plan ins t ruc t ions  f o r  1990-91; 



4. ... formal ly a l loca te  the funds and pos i t ions t o  the various 
s ta te  and d i s t r i c t  o f f i ces ,  and t o  the schools; and 

5. ...p rovide the basic ra t iona le  and program guidel ines f o r  
spending. 

A cursory review of Resource Allocation & Budget Execution, Fiscal Year 7990-91, 
indicates an emphasis on ensuring the equity of educational inputs among the department's 
seven school districts and 232 regular schools in the State.3 Examples of educational inputs, 
or the personnel and material resources that are available to the school districts and schools 
for use in meeting the goals and objectives of public education, include, but are not limited to, 
the number of regular instruction and special education teachers, expenditures for textbooks 
and supplies, and expenditures for contracted diagnostic  service^.^ Other examples of 
educational inputs include expenditures for curriculum improvement, parent-community 
networking centers, emergency immigrant education assistance, inservice training for 
teachers, and learning centers? A substantial portion of the DOE'S resources are allocated to 
the seven departmental school districts based on projected enrollment figures for the 
upcoming school year. Although a percentage of the resources allocated to the districts may 
be withheld by the Supeiintendent of Education and district superintendents, the withheld 
resources are usually distributed to the school districts based on actual enrollment figures 
once the school year has commenced. 

According to the DOE, a percentage of the resources allocated to the seven 
departmental school districts may be withheld by the Superintendent of Education in 
anticipation of unforeseeable events such as:6 

1. loss o f  supplies due t o  f i r e s ,  f loods, and earthquakes. 

* * * 

2. losses o f  supplies and equipment due t o  burglar ies and 
vandalism. 

This percentage can range from a one percent reserve for regular classroom teacher positions 
to a fifty percent deference for textbooks and ~ u p p l i e s . ~  Similar withholdings are also made 
by district superintendents for the following, when district resources are allocated to individual 
schools:8 

1. Funds spec i f i ca l l y  earmarked f o r  workload increase, tha t  i s ,  
new schools, new f a c i l i t i e s ,  the addi t ion o f  new grade 
l eve l ,  new programs, and ocher such i d e n t i f i a b l e  workload 
growth. These w i l l  be i d e n t i f i e d  separately i n  the 
a l locat iocs to  the d i s t r i c t s .  

2. Funds t o  be al located by the d i s t r i c t  superintendent t o  
accommodate unique condit ions and s i tua t ions  ex i s t i ng  a t  
ce r ta in  schools. [Cross reference deleted] Among such 
special  s i tua t ions  are: 

a. unusually high student turnover ra te ;  



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

b .  extremely large or small school; 

c .  geographic isolation or population spars i ty;  

d. nek grade or school reorganization (not previously 
provided under ~o rk load  increase;;  

e .  new f a c i l i t i e s  or classroom (not previously provided 
under workload increase);  

f . i n i t i a t i on  or  continuation of new school program 
sponsored by the d i s t r i c t ;  

g. schooi level  expenditures budgeted centrally a t  the 
d i s t r i c t  (such as  miieage, in-service t ra ining,  e t c . ) ;  
and 

h .  other conditions and s i tua t ions  as  deemed warranted by 
the d i s t r i c t  superintendent. 

3. Punds for d i s t r i c t  reserve. The d i s t r i c t  superintendent i s  
authorized to withhold up to  eight percent of the d i s t r i c t ' s  
formula a l locat ion.  [Cross reference deleted] 

Elucidating further on the district superintendent's reserve, the DOE states:g 

The d i s t r i c t s  may have three separate reserve accounts, one for 
Regular Instruction,  one for Instructional Media, and one for 
School Administration. The t o t a l  of these reserve accounts 
should not exceed 8 percent of the d i s t r i c t ' s  t o t a l  al location.  
The reserve funds i n  a l l  three accounts may be used by the 
d i s t r i c t  superintendent for the following purposes: 

1 .  s ignif icant  schooi enrollment increase occurring a f t e r  the 
September count; 

2 .  health and safety emergencies; 

3. advance for f i r e ,  burglary, vandalism, and other such 
losses;  and 

4. other unforeseen contingencies a s  deemed warranted by the 
d i s t r i c t  superintendent. 

While the DOE'S system cf allocating resources appears to be highly equitable in 
terms of distributing educational inputs to ;he seven departmental school districts and 232 
regular schools in t he  State, the DOE appears to lack a quantifiable methodology for ensuring 
the equity of educational outcomes amongst disparate student populations (a, "alienated", 
"poor English speaking", "low achieving", "special education", and "regular" students). 
Examples of educational outcomes, or the results of the  interaction between students and the 
public education system, include, but are not limited to, educational attainment and 
educational achievement. Educational attainment refers to the rate of high school completion 



and the percentage of students who drop out of school, whereas educational achievement 
refers to student achievement as measured by test scores. Other examples of educationai 
outcomes include attendance, grade point average. student interest and confidence in school, 
successful job placement following graduation, student satisfaction with public education. and 
scholastic aptitude.I0 

To place the idea of ensuring the equity of educational outcomes into perspective, it is 
useful to examine the following question: "Should the socio-economic status or, in certain 
instances, the disability status of a student determine the student's level of educational 
attainment and educational achievement?" The lack of a quantifiable methodology for 
ensuring the equity of educational outcomes does not mean that the DOE lacks a 
methodology for ensuring the equity of educational outcomes or that educational outcomes 
are not equitable; rather, it means that the methodology is not quantifiable. 

While the idea of allocating educational inputs to ensure the equity of educational 
outcomes is an appealing one, there are several problems that need to be overcome before 
this idea can be put into practice. For example, not all students are capable of similar levels 
of educational attainment and educational achievement as described by the performance 
expectations for the foundation program objectives." If physiological brain differences are 
responsible for the extraordinary educational achievements of "gifted and talented" students 
and the learning disabilities of "profoundly mentally retarded" students, then the expected 
educationai outcomes for "gifted and talented" and "profoundly mentally retarded" students 
should be substantialiy different from the expected educational outcomes for "regular" 
students. In contrast, unless physiological brain differences result in learning disabilities or 
brain dysfunction, the expected educationai outcomes for "homebound and hospitalized", 
"alienated", "poor English speaking", and "low achieving" students should be essentially 
identical to the expected educational outcomes for "regular" students. Likewise, unless 
physiological brain differences result in learning disabilities or brain dysfunction, the expected 
educational outcomes for "deaf", "blind", "orthopedically handicapped", "health impaired", 
and "speech impaired" students should be essentially identical to the expected educational 
outcomes for "regular" students. 

Although educational attainment and educational achievement can be qualitatively 
assessed in relation to such general goals as becoming a self-sufficient and productive 
member of society, disparate levels of educational outcomes tend to hinder the quantitative 
determination of "equity". Whiie it would seem only proper that the educationai outcomes 
identified for special education students be related, conceptually and statistically, to the 
educational outcomes identified for regular students, the development of educational 
outcomes for both special education and "regular" students is still in the formative stage. 

According to one group of investigators,'* there are two prevailing views on whether 
indicators of outcomes (and consequently outcomes) identified for students receiving special 
education services should be related, conceptuaily and statisticaily, to indicators of outcomes 
identified for stuaents without disabilities. Many investigaiors reDcrtediy believe that the 
indicators used in special education and generai (regular) education snould be identical to one 
another. These investigators believe that the same kinds of data should be gathered on all 
students. To other investigators, it makes little sense to expect that students with disabilities, 
especially students with very severe disabilities, can or should participate in the assessment 
system used to gather outcomes data on students who are not disabled. These investigators 
argue that "different" kinds of data wiil have to be gathered on students with disabilities, and 
that a separate assessment system will have to be developed. 
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According to the same group of investigators,'3 special education is at a point where it 
is necessary to move beyond the concern with equal access to education, and to concentrate 
on the quality of educational experiences for children and youth with disabilities. According to 
these investigators, general (regular) education is proceeding with its own agenda to raise 
expectations for students and to identify outcomes to be reached by "ail" students, and 
general education policy is being established with limited recognition of students receiving 
special education services. These investigators argue that in order to maintain the progress 
that has been made in establishing a viable partnership between general education and 
special education, policy in special education must be developed along with that in general 
education, and it must be developed in a way that is maximally integrated with general 
education. These investigators also argue that if students receiving special education 
services are not being evaluated on the same or a complementary set of outcomes, then 
educators and the general public may not see the value of the participation of these students 
in general education settings. Although the foregoing discussion is limited to special 
education students, the Bureau believes that it articulates principles that are equally 
applicable to "gifted and talented", "alienated", "poor English speaking", and "low achieving" 
students; namely, that there is value in the participation of - all students in general education 
settings. 

One limitation of methodologies attempting to ensure the equity of educational 
outcomes is that all students must be capable of similar levels of educational attainment and 
educational achievement if  educational inputs are to be allocated on the basis of quantitative 
rather than qualitative assessments. For example, if a textbook for a regular student costs 
$10 and the textbook for a blind student costs $15 (because the latter has been translated 
into braille), then it costs fifty percent more dollars to provide a textbook for a blind student 
than it does to provide a similar textbook for a regular student. Assuming that the expected 
educational outcomes for all blind students are essentially identical to the expected 
educational outcomes for regular students, it can be reasonably argued that fifty percent more 
dollars should be spent on textbooks for blind students (in comparison to an equivalent 
number of textbooks for regular students) to ensure the equity of educational outcomes. If, 
on the other hand, the expected educational outcomes for all blind students are not 
essentially identical to the expected educational outcomes for regular students, then there 
should be no requirement for similarity in the textbooks purchased for the two and, 
consequently, no basis for computing the relative amount that should be spent on textbooks 
for blind students in comparison to an equivalent number of textbooks for regular students. 

Disparate levels of educational outcomes do not prevent educational inputs from being 
allocated in a manner that ensures the equity of educationai outcomes; rather, they prevent 
the allocation of educationai inputs from being based on quantitative rather than qualitative 
assessments. For example, a group of knowledgeable special education teachers, 
administrators, and educational assistants, may determine, on the basis of their collective 
experience, that students in full-time self-contained arrangements with severe special needs 
should be given a student staffing weight of 5.2. The fact that the staffing weight was 
determined through a qualitative rather than a quantitative assessment does not diminish the 
validity of the werght; however, it does raise legitimate questions about the reliability of the 
weight. 

Another, perhaps more troublesome, limitation of methodologies attempting to ensure 
the equity of educational outcomes is their ability to create gross inequities in educational 
inputs. Given the fact that spending is not limitless, it is reasonable to assume that personnel 
and material resources may have to be redistributed in order to ensure the equity of 
educational outcomes - and to stay within established spending iimits. Unless there is 



additional spending to maintain personnel and material resources at existing levels or 
resources are diverted away from non-instructional programs (s, state administration) to 
instructional programs, certain student populations (and consequently certain schools and 
departmental school districts) will lose some of these resources to other student populations. 
These losses would affect other schools and school districts as well. 

While the idea of taking from certain student popuiations to benefit other student 
populations is likely to create tremendous controversy and raises numerous policy questions 
of its own, the Bureau notes that several modern institutions are founded on this very idea. 
For example, the federal Social Security system passes the cost of certain government- 
funded social programs on to working people who are presumably most able to bear the costs 
of these programs rather than those persons (Q the elderly and disabled) who are most 
likely to benefit from them. Resources are literally taken from one group of individuals to 
benefit another group of individuals based on the former group's ability (or the latter group's 
inability) to pay for the costs of these programs. 

The Bureau notes that while not all students are capable of becoming equally 
productive, self-sufficient, tax-paying m e m b G  of society, the extent to which each student 
can become productive, self-sufficient, and taxpaying, reduces thattudent 's consumption of 
social services and may transform that student from a consumer of social services to a 
contributing member of society. 

While the principle of egalitarianism pervades many aspects of everyday life, this does 
not guarantee that people will readily accept the idea of taking from certain student 
populations to benefit other student populations. Taking from one student population to 
benefit another student population is most likely to upset those persons who believe that 
social services should be offered through social service agencies rather than the public school 
system. Although the rationale for providing certain social services through the public school 
system appears to be educationally sound, a scarcity of resources and gross inequities in 
educational inputs could add up to parent (and voter) dissatisfaction. 

If the Legislature chooses to pursue the idea of allocating educational inputs to ensure 
the equity of educational outcomes, then the Bureau suggests that the Legislature undertake 
the following: 

(1) Request the DOE to investigate the potential socio-economic impacts of 
allocating educational inputs to ensure the equity of educational outcomes; and 

(2) Request the DOE to investigate the feasibility of using existing qualitative and 
quantitative data to allocate educational inputs in order to ensure the equity of 
educational outcomes. 

Despite apparent limitations, methodologies attempting to ensure the equity of 
educational outcomes are likely to proliferate in years to come. According to Allan Odden:'" 

I n  fac t ,  the new equi ty issues o f  the 1990s are l i k e l y  t o  be 
d i spa r i t i e s  i n  student outcomes. To he lp  the po i i c y  cormunity 
deal wi th  t h i s  equ i ty  issue, education p o l i c y  analysts w i l i  need 
t o  f i n d  ways t o  res t ruc ture  education programs, the uses of 
f i s c a l  resources and the l e v e l  o f  funding t o  produce less 
d i spa r i t y  i n  the l e v e l  o f  what students know and are able t o  do. 
Put another way, now tha t  the country has sh i f ted i t s  focus from 
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equal education opportuni ty t o  the percentages o f  students i t  
wants t o  perform a t  basic, adequate acd advanced i eve l s  on 
assessments o f  student achievement, i t  may be t ime t o  refocus 
education f inance on these issues as w e l l .  The school f inance 
issues f o r  the 1990s, therefore, may be less the va r i a t i on  i n  
education do l l a r s  per szudent, and more the  degree t o  ;hich l e v e l  
and uses o f  do l l a r s  heip or  hinder d i s t r i c t s  and s ta tes i n  
meeting new acd ambiiious na t iona l  and s ta te  ediication goals. 

Assuming that there should be a relationship between the allocation of resources and 
the equity of educational outcomes, the DOE'S current system of allocating resources is not 
well-suited to ensuring the equity of educational outcomes partly because of the manner in 
which the resources are appropriated by the Legislature. For example, resources for regular 
instruction (EDN 105), other regular instruction (EDN 106), special education (EDN 107), and 
compensatory education (EDN 108), are appropriated by the Legislature as separate amounts, 
without the benefit of empirical data on the relative amounts of educational inputs needed to 
ensure the equity of educational outcomes. The design of the DOE'S current system of 
allocating resources does not mean that the DOE cannot ensure the equity of educational 
outcomes or that educational outcomes are inequitable: rather, it means that the design of the 
DOE's current system of allocating resources is not well-suited for this purpose. 

Because of the ad hoc manner in which the needs of special student populations (a, 
"special education", "homebound and hospitalized", "alienated", "gifted and talented", "poor 
English speaking", and "low achieving" students) are currently addressed, it is difficult to 
determine the relative amounts of educational inputs needed to ensure the equity of 
educational outcomes. For example, the "other regular instruction program" or "EDN 106" 
consists of approximately fifty different subprograms aimed at supplementing, extending, and 
enriching the "regular instruction program". A cursory review of the "other regular instruction 
program" indicates that several of its subprograms serve or could be used to serve the needs 
of special student populations. Examples of these subprograms include, but are not limited 
to, "students of limited English proficiency", "bilingual projects", "intensive basic skills 
programs", "home and hospital instruction", "gifted and talented", "distance learning", 
"newcomer program", tspecial needs schools", and "immigrant youth program". 

The empirical data that do exist on these educational inputs represent a mixture of 
what was requested by the DOE, what was budgeted by the Governor, what was appropriated 
by the Legislature, what was authorized by the Governor, and what was expended by the 
DOE. Clearly, there is little science to guide those decisions on the relative amounts of 
educational inputs needed to ensure the equity of educational outcomes. While conventional 
wisdom holds that special student populations require more educational inputs on a per 
student basis than regular students, it does not specify the relative amounts of resources 
needed to ensure the equity of educational outcomes. 

The Bureau notes that the DOE's current system of allocating resources places a 
degree of responsibility for ensuring the equity of educational outcomes on district 
superintendents. As previously discussed, district superintendents have the authority to 
withhold funds allocated to their districts to accommodate unique conditions and situations 
existing at certain schools (9, unusually high student turnover rate, extremely large or small 
school, geographic isolation or population sparsity, etc).15 Although the methodology used 
by district superintendents to allocate resources to accommodate unique conditions and 
situations existing at certain schools is not specified in Resource Aliocation 5; Budget 



Execc;tion. Fiscal Year 1990-91, an intuitive, quaiitative approach to aliocating these resources 
can be just as effective as a quantifiable one, especially if the latter is not based on any sort 
of empirical data. Arguably, no allocation formula can totally take the place of such 
important, yet intangible, humai'l qualities as work experience, good judgment, and intuition. 

Assistance for Special Student Populations 

According to Deborah Verstegen:'G 

States generally include factors in their state financing formula 
to accommodate differences among school districts for special 
student populations. States report including factors for the 
following special student programs and services: ( 1 )  Special 
education, (2) Compensatory education, ( 3 )  Bilingual education, 
and ( 4 )  Gifted and talented education. Also, states report 
including a special factor for differences in the cost of 
educating students at different grade levels. 

Essentially the inclusion of these factors in a state financing 
formula is based on the rationale that additional support is 
needed and justified for special student populations to 
accommodate the excess costs of providing supplemental program 
and services for these populations. The main approaches used to 
allocate revenue for special student populations include 
weighting schemes, excess costs formula, flat grants or a 
combination of these approaches. 

Weighting schemes provide funding based on the ratio of aid 
needed to provide programs and services for the special 
population to the cost of the regular program. A weight of 1.0 
is assumed to be the cost of providing a regular education 
program. A weight of 1.5 therefore provides 50% more revenue to 
supplement the regular program for the special population student 
or classroom. 

Excess cost factors provide additional funding to speciai 
populations by reducing the cost of their educational 
programs/services by the amount provided for the regular 
education program. Usually limits on this amount, andior the 
allowable amounts or percentages of support are specified. Also, 
some states prorJide a uniform amount of funding for special 
student populations by category. Others empioy a combination of 
these approaches. 

Importantly, students may be identified in different ways among 
states for funding purposes and provisions, which stipulate the 
use of the aid for the given special population, which also vary. 
Increasingly, states are recognizing the additional costs needed 
to educate special student populatiocs, and a nlirber of szates 
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have undertaken t o  equalize t h i s  amount by inc lud ing i t  i n  t h e i r  
basic finance formula. 

Of the three main approaches used to allocate resources for special student 
populations, weighting appears to be the most applicable to Hawaii. Although the DOE 
already uses weighting to allocate non-personnel resources for regular instruction (EDN 105), 
school administration (EDN 203), and instructional media (EDN 204), to the seven 
departmental school districts, the factor that is weighted relates to grade-level enrollment and 
not the characteristics of special student populations. Specifically, the weighted enrollment 
allocation used by the DOE to distribute funds for "other current expenses" ("B" funds) and 
"equipment" ("C" funds) for regular instruction, school administration, and instructional 
media, are:" 

K-6 enrollment ...................................................................... 1 .O 
7-8 enrollment ....................................................................... 1.2 
9-12 enrollment ..................................................................... I .4 

The abovementioned enrollment weights mean that twenty percent and forty percent more 
dollars are allocated per student in grades seven and eight and grades nine to twelve, 
respectively, in comparison to grades kindergarten to six. 

In addition, the DOE utilizes district weights to allocate resources for hourly instructors 
for the students of limited English proficiency (SLEP) program. The weights, which are 
applied to the SLEP counts of the Windward, Hawaii, Maui, and Kauai school districts, are 
made in consideration of these districts smaller SLEP populations. The DOE also utilizes 
weighted enrollment ratios and weighted stanine (1-3) ratios to allocate resources for after 
school instruction.I8 

Arguably, the best example of working enrollment allocation weights can be found in 
the DOE document entitled, Implementation Procedures for the Allocation of State-Funded 
Special Education instructional Positions.Ig This document describes special education 
"student staffing weights" according to the extent of special needs (3, severe) and 
educational arrangement (a, full-time self-contained). The weights are based on the regular 
instruction staffing ratio of 26 to 1 and, consequently, can be related to staffing arrangements 
in the regular instruction program. The student weights are used by the DOE to determine: 

(1) The composition of special education classrooms; 

(2) The equity of special education classloads; 

(3) The assignment of educational assistants; and 

(4) Adjustments in staffing necessitated by such factors as excessive age range, 
remoteness of location, and the medical fragility of students. 

The student weights are applied to the allocation of ail special educational instruction 
personnel, which include full-time and part-time special education teachers, educational 
assistants, and speech pathologists. Although the student weights can be related to staffing 
arrangements in the regular instruction program, the DOE does not use these weights outside 
the confines of the special education program. 



Although the manner in which the Legislature currently appropriates resources for 
education programs obviates the need :or enrollment allocation weights, this does not 
preclude the use of enrollment weights in such areas as programming, planning, budgeting, 
and management. Enrollment weights can be used to determine the relative amounts that 
should be appropriated for different education programs or to allocate a lump-sum 
appropriation to different education programs, when valid and reliable enrollment data are 
available. 

Although the Legislature made a separate appropriation in fiscal year 1990-1991 "[tlo 
provide additional resources to selected schools [i.e., special needs schools] to be used in 
community-wide collaborations for improving achievement and meeting related, severe and 
persistent student needs",20 this single appropriation cannot and should not be relied upon to 
ensure the equity of educational outcomes among schools with disparate student populations. 
As previously discussed, resources for education programs are appropriated by the 
Legislature as separate amounts, without the benefit of empirical data on the relative amount 
of educational inputs needed to ensure the equity of educational outcomes. Whether the 
amount appropriated for special needs schools is sufficient to ensure the equity of educational 
outcomes is uncertain since budgeting is as much a struggle to stay within imposed spending 
limits as it is to distribute resources to where they are needed most. 

Enrollment Allocation Weights and School-by-School Budgeting 

Although the application of enrollment allocation weights has heretofore focused on 
ensuring the equity of educational outcomes, enrollment weights would also seem to provide 
an objective, quantifiable methodology for developing school budgets. One advantage of 
using enrollment weights and a formula to develop school budgets is that the Legislature 
would not have to concern itself with the burdensome task of reviewing and overseeing the 
execution of more than 200 individual school budgets; such a task could and probably should 
be left to the DOE. 

Although it could be argued reasonably that the task of overseeing the execution of 
individual school budgets is the responsibility of the DOE rather than the Legislature, the 
Legislature cannot relinquish entirely its oversight role in this matter to the DOE. For 
example, school and district enrollment changes may necessitate the transfer of personnel 
and material resources from one school to another and from one departmental school district 
to another. Although the DOE would be responsible for making these transfers, the Bureau 
believes that the Legislature should be responsible for overseeing the propriety of these 
transfers. How the Legislature would review and oversee the execution of more than 200 
individual school budgets is unclear, however. Using the argument that the Legislature has a 
public obligation to scrutinize the DOE budget, the Bureau notes that it wouid be inconsistent 
for the Legislature to review more than 200 individuai school budgets but not their execution. 

Some important advantages to using enrollment weights and a formula to develop 
schooi budgets, as opposed to deveioping more than 200 individual schooi budgets, are that 
an enrollment weights and formula approach to budgeting could: 

(1) Increase the impartiality of budgeting and resource allocation; 

(2) Focus attention on educationai outcomes and ways to ensure the equity of 
educational outcomes; 
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(3)  Allow the Legislature to concentrate on determining education policy and the 
education budget;" and 

(4) Permit the DOE to concentrate on implementing the Legislature's education 
policies and executing the education budget. 

One disadvantage of an enrollment weights and formula approach to budgeting is the 
fact that no enrollment weight and formula can fully account for truly exceptional 
circumstances. According to the administrator of the DOE's special education section,** a 
minimum of fifteen percent in additional resources (G, beyond that indicated by the DOE's 
student staffing weights) is necessary to provide appropriately for the needs of students who 
require more individualized attention than the average special education student. Based on 
empirical data collected from audits of every special education child in the State, the DOE has 
determined that this exception factor can be as high as twenty-nine percent depending on the 
number of unique situations that require supplementary resources. Although the DOE 
considers a fifteen percent exception factor as the bare minimum needed to account for these 
exceptional circumstances, the department has reportedly found it difficult to convince 
legislators and budget analysts of the necessity for the fifteen percent exception factor. 

One limitation of an enrollment weights and formula approach to budgeting is that 
specific legal mandates could prevent personnel and material resources from being 
decreased in an equitable manner. The DOE's special education program has been the 
target of several civil suits because of disagreements between parents and the DOE 
concerning the provision of appropriate services and programs for children in special 
education.23 To the extent that the provision of certain special education services and 
programs are contingent on the availability of personnel and material resources, an enrollment 
weights and formula approach to budgeting could conceivably cause the DOE to violate 
certain legal mandates and expose the State to further legal action if those weights and 
formulas are not set at appropriate levels or fail to anticipate the magnitude of specific 
problem areas. 

An enrollment weights and formula approach to budgeting would appear to be 
especially compatible with school1community-based management (SCBM) and lump-sum 
budgeting since it would allocate resources in a way that ensures the equity of educational 
outcomes and allow individual schools the freedom to use these resources in a manner 
deemed appropriate by the school's community. According to Allan Odden:24 

Taking s i t e  decent ra l iza t ion ser iously i n  f i s c a l  terms would 
requ i re  site-based budgeting. Unl ike current approaches t o  
budgeting, i n  which d i s t r i c t s  make near ly a l l  decisions on how 
do l la rs  w i l l  be a l located and spent [ c i t a t i o n  deleted] ,  s i t e -  
based budgetirg a l locates substant ia l  port ions of school 
d i s t r i c t  revenues i n  a lump si t o  schools, and professionals a t  
the school l e v e l  make decisions on how to  use those funds [cross 
reference deleted]. 

Although an enrollment weights and formula approach to budgeting does not provide strong 
incentives for schools to develop and implement programs to improve educational 
performance, it also does not penalize schools that are unable or unwilling--for whatever 
reason--to develop or implement these programs. 



While some states and mainland school districts have begun experimenting with 
performance-based incentive funding systems, these enticements and rewards could 
theoretically exacerbate the inequity of educational outcomes among school districts and 
schools with widely disparate student populations. Although research conducted in South 
Carolina indicated that performance-based incentives did not flow disproportionately to 
wealthy districts and, in fact, were concentrated among schools most in need of 
improvements,25 it could be argued reasonably that the time and energy expended by a 
school district or school to qualify for a performance-based incentive is directly related to the 
size of the reward, and that there is a threshold value below which such a reward becomes 
nominal in relation to the wealth of the school district or schooi. 

Policy Decisions 

The lack of a quantifiable methodology for allocating resources to ensure the equity of 
educational outcomes is, at the very least, an impediment to holding school principals, district 
superintendents, the Superintendent of Education, and the Board of Education, accountable 
for any inequities in educational outcomes. Consequently, the Bureau believes that the 
following policy-related questions should be addressed by the Legislature: 

(1) Should the methodology used by the DOE to allocate resources shift from 
ensuring the equity of educational inputs toward ensuring the equity of 
educational outcomes? 

(2) Should the methodology used by the DOE to allocate resources be established 
by the Legislature or the DOE? If "the Legislature", then should the 
methodology be established by law? 

(3) Should resources be appropriated by the Legislature in one lump sum if the 
methodology used by the DOE to allocate these resources can ensure the 
equity of educational outcomes? 

If the answer to the first of the three foregoing questions is "no", then the following policy- 
related questions should be addressed by the Legislature: 

(1) Should the Legislature continue to permit the Superintendent of Education and 
district superintendents to withhold resources? If "yes", then; 

(2) Should the Legislature limit the percentage of resources that can be withheld 
by the Superintendent of Education and district superintendents? and 

(3) Should the Legislature specify the appropriate use of resources that are 
withheld by the Superintendent of Education and district superintendents? If 
"yes", then should these uses be established by law? 

If the answer to the first of the three foregoing questions is "no", then the following policy- 
related questions should be addressed by the Legislature: 

(1) Should the Legislature prohibit the Superintendent of Education and district 
superintendents from withholding resources? If "yes", then should this 
prohibition be established by law? 
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(2) Should the Legislature appropriate resources directly to the state office and 
district offices? 

Summary 

The controversy over the appropriateness of the current system of resource allocation 
in the DOE is likely to heighten with the implementation of SCBM. Under SCBM, the 
Legislature, the Board of Education, and the Governor, will likely be asked by school 
communities to review their respective roles in matters related to budgeting and resource 
allocation. The use of enrollment weights and a formula to develop school budgets is one 
objective, quantifiable way of addressing this controversy and allowing the Legislature, the 
Board of Education, and the Governor, to exercise their respective policymaking roles in a 
manner that supports rather than competes with SCBM. Furthermore, an enrollment weights 
and formula approach to budgeting may eventually do more to ensure the equity of 
educational outcomes than the confusing plethora of ad hoc programs intended to address 
the needs of special student populations. 

While the idea of ensuring the equity of educational outcomes is appealing, it is also 
likely to be extremely controversial, not only in concept, but in practice as well. To place the 
idea of ensuring the equity of educational outcomes into perspective, it is useful to examine 
the following question: "Should the socio-economic status or, in certain instances, the 
disability status of a student determine the student's level of educational attainment and 
educational achievement?" The Bureau believes that the allocation of educational inputs to 
ensure the equity of educational outcomes, rather than the appropriateness of the current 
system of resource allocation in the DOE, may be - the single most important issue for the 
Legislature and the DOE to resolve in the 1990's. 

ENDNOTES 

1. Hawaii. Department of Education, Resource Allocation & Budget Execution. Fiscal Year 1990.91. RS 
90-9212 (November 1990). 401 pp. 

2. Memorandum from Charles Toguchi, Superintendent of Education, Hawaii. Department of Education. to 
Francis McMillen, Chairperson, and Members of the Board of Education, regarding the allocation of 
resources and budget execution guidelines for fiscal year 1990-1991, August 20, 1990 (in Hawaii. 
Department of Education, Resource Allocation & Budget Execution. Fiscal Year 1990-91, *note 1 .) 

3. Hawaii. Department of Education, Resource Allocation & Budget Execution, Fiscal Year 1990-91, 
note 1, pp. V-3 to '4-5. See the discussion on allocation procedures for school level "8" (other current 
expenses) and "C" (equipment! funds for the regular instruction program (EDN 105j, school administration 
(EDN 203). and instructional media (EDN 204). The abovementioned pages describe the appropriate use 
of these funds, state office allocations to district offices, the standard allocation methodology used by the 
DOE. district office allocations to ~ndividual schools, and special allocations for unique conditions and 
situations. 

4, See Consortium for Policy Research in Education (CPRE), "Equality in Education: Progress, Problems 
and Possibilities". CPRE Policy Briefs, RB-07-6/97 (New Jersey: Eagleton Institute of Politics, Rutgers 
University, 1991) 11 pp.. and Allan Odden, (California: Consortium for Policy 
Research in Education, Education Finance and Productivity Center, School of Education. University of 
Southern California, June 1991). p. 5 for a discussion on the equity of educational Inputs and educational 
outcomes. 



See Hawaii. Department of Education, "Working Paper ~ 2 :  A Taxonomy of Indicators for Educational 
Assessment and Accountability" (August 1989. Revised October 1990)(hereinafter cited as "Working 
Paper -2). pp. 5-11, regarding the classification of educational outcomes (outputs) according to their 
presumed reiationships. 

Hawaii Department of Education Resource Allocation & Budget Execution Fiscal Year 1990-91 rn 
note 1 p V-6 

Hawaii. Department of Education. Resource Allocation & Budget Execution. Fiscal Year 1990-91. =a 
note 1 .  pp. V-2 and V-15. 

Hawaii. Department of Education, Resource Allocation & Budget Execution, Fiscal Year 1990.91 
note I. p. V-5~ 

Hawaii. Department of Education, Resource Allocation & Budget Execution, Fiscal Year 1990-91. 
note 1. p. V-6. 

See Hawaii. Department of Education, "Working Paper $2". note 5, pp. 11-16. for other examples of 
educational outcomes (outputs). 

See Chapter 5 .  regarding the performance expectations for DOE'S foundation program objectives 

The draft paper containing the following discussion stated that the contents of the paper were not to be 
quoted or cited. Consequently, the Bureau omitted all references to the identities of the investigators and 
the agency sponsoring their research. 

note 12. 

Allan Odden. School Finance in the 1990s. note 4, p. 5 

Hawaii. Department of Education, Resource Allocation & Budget Execution. Fiscal Year 1990-91. 
note I. p. V-5. 

Deborah Verstegen School Finance at a Glance SF-90-3 (Colorado Education Commission of the 
States April 1990) p 46 

A weighted enrollment allocation is made by the DOE after each regular school is provided with its basic 
grant. The basic grant, which is based on yrade-level clusters. is essentially a weighted yrade-level 
allocation. The basic allocation and imputed weights are: 

Grade-level 
Cluster - 

Elementary K-6 
Elementary K-8 
Intermediate 7-9 
Hlgh 9 or 10-12 

Basic 
Allocation 

Imputed 
LVelghl 

Hawaii. Department of Education. Resource Allocation & Budget Execution, Fiscal Year 1990-1991. 
note 1. pp. V-70 to V-72 and V-139 to V-141 

Havia11 Department of Education Implementation Procedures for the Allocation of State-Funded Special 
Education lnstrbct~onai Posit ons RS 88-3288 i iekiuary 1388) 14 pp - 



THE DOE BUDGET: SELECTED ISSUES IN PUBLIC SCHOOL FUNDING AND ACCOUNTABILITY 

20. Hawaii. Department of Education. Resource Allocation & Budget Execution. Fiscal Year 1990-91, =a 
note 1. p. V-142. 

21 To refterate the Issue of governance is beyond the scope of this study The Bureau's opinions on 
resource allocation should not be construed as an expression of approval or disapproval for any particular 
structure of governance 

22 lntervlew with Margaret Donovan Admintstrator Department of Education Special Education Section 
Honolulu Hawail October 2 1991 

23. Donovan. interview. - note 22 

24. Allan Odden. School Finance in the 1990s. -note 4. p. 7 

Although the budget for "regular instruction" or EDN 105 is essentially a lump sum budget. the Bureau 
notes that the budget for "other regular instruction" or "EDN 1 0 6  consists of more than fifty subprograms. 
each with its own appropriation. This confusing plethora of ad subprograms is eventually translated 
into fifty individual appropriations to the department's seven school districts and 232 regular schools in the 
State. 

25 Allan Odden, School Finance in the 1990s -note 4. p 8 



CHAPTER 7 

PROGRAM STRUCTIJRE 

Introduction 

The purpose of this chapter is to provide the working bases for an analysis of the 
current program structure of the DOE. Specifically, this chapter describes the evolution of the 
program structure for lower education from fiscal year 1965-1966 to fiscal year 1991-1992; 
identifies some of the important policy issues that should be considered in a discussion of 
alternatives to the current program structure of the DOE; discusses some of the persistent 
problems encountered in the development of viable alternatives to the current program 
structure; and describes two new alternatives to the current program structure. 

The Bureau notes that this chapter makes extensive use of terms and concepts that 
are not in keeping with the Executive Budget Act or part IV of chapter 37, Hawaii Revised 
S t a t z s .  While this departure from convention provides a new frame of reference for 
evaluating an old issue, the Bureau recognizes that some confusion may result from this 
action. To the extent possible, the Bureau attempted to minimize unimportant differences 
between the terms and concepts used in this chapter and the terms and concepts embodied 
in the Executive Budget Act. 

Evolution of the Program Structure for Education 

For the purposes of this analysis: 

"Cost center" means a site or program that, in accounting, costs can be related to; in 
school systems, common cost center designations are individual schools, the central office, 
the transportation program, the food service program, and so on.' 

"Expenditure function" means a group of services aimed at accomplishing a single 
purpose such as administration, instruction, or health services.* 

"Expenditure object" means a grouping of expenditures according to the type of item 
or service to be purchased such as personnel services, supplies, or equipment.3 

"Expenditure programs" means a classification of expenditures by specific type of 
educational program for which performance objectives can be described such as reading, 
mathematics, or drug e d ~ c a t i o n . ~  

"Function-object budget" means a budget format used to identify costs under a 
number of broadly defined function and object categories (such as administration, instruction, 
debt service, and plant maintenance); emphasis is upon objects of expenditure rather than 
programs of the school.5 

"Performance budget" means a budget based primarily on measurable performance 
objectives of programs and services.6 

"PPBESIPPBS" means the Planning, Programming, Budgeting Evaluation 
SystemIPlanning, Programming, Budgeting System.7 
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"Program budget" means a budget in which expenditures primarily are based on 
program; a program budget is considered to be a transitional format between a function-object 
budget and a performance budget.8 

"Program structure" means a display of programs that are grouped in accordance with 
the objectives to be achieved or the functions to be performed.9 

"School site budgeting" means budget development based on school sites (and cost 
centers); intended to encourage the diversity of expenditure needed to meet the needs of 
students at individual sch0ols.~0 

"Translation" means the expression of the relationship between two structures or 
formats (for example, between the program structure and the appropriation-budget structure). 

"Zero-based budgeting" means a budgeting system in which requests for funds must 
be justified without reference to past practice (see also PPBESIPPBS)." 

Arguably, the history of the DOE'S program structure from fiscal year 1965-1966 to 
fiscal year 1991-1992 can be divided into seven periods.'Z The seven periods are: 

Period 
First 
Second 
Third 
Fourth 
Fifth 
Sixth 
Seventh 

Fiscal Year 
1965-1 966 

First Period. The first period, or fiscal year 1965-1966, is distinguished by a program 
structure comprised of expenditure funct~ons and expenditure programs. Consequentiy, the 
DOE received its annual operating budget from the Legislature according to groups of related 
services (s, state administration, regular instruction, guidance, etc) and educational 
programs (a, health education, home economics, industrial arts education, etc). 

Second Period. The second period, which includes fiscal years 1966-1967 to 1969- 
1970, is distinguished by lump-sum budgeting. Consequently, the DOE received its annual 
operating budget from the Legislature as a single appropriation. Relevant changes in the 
DOE'S program structure between the first period and the second period included the 
abolition of all previously existing expenditure functions and expenditure programs and the 
creation of one cost center (k, the DOE). There were no relevant changes in the DOE's 
program structure during the second period. 

Third Period. The third period, or fiscal year 1970-1971, is distinguished by a program 
structure comprised largely of expenditure functions. Consequently, the DOE received a 
large part of its annual operating budget from the Legislature according to groups of related 
services. Although the expenditure functions that comprise the program structure of the third 
period are a throwback to the expenditure functions that comprise the program structure of 
the first period, there were substantive differences between the two. Relevant changes in the 
DOE's program structure between the second period and the third period included: 

( l j  The abolition of the previously established cost center; 
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(2) The reinstatement of the previously abolished regular instruction, special 
education, and state admiziistration expenditure fbnctions; and 

(3) The creation of an other regular instruction expenditbre func:ion 

Fourth Period. The fourth period, which includes fiscal years 1971-1972 to 1974-1975, 
is distinguished by a program structure comprised largely of expenditure programs. 
Consequently, the DOE received a large part of its annual operating budget from the 
Legislature according to educational programs. Relevant changes in the DOE'S program 
structure between the third period and the fourth period included the aboiition of the 
previously existing "regular instruction" and "other regular instruc!ion" expenditure functions 
and the creation of expenditure programs for mathematics, language arts, science: & 
Relevant changes in the DOE'S program structure during the fourth period were limited to the 
abolition of the special education expenditure function in fiscal years 1973-1974 and 1974- 
1975. 

Fifth Period. The fifth period, which includes fiscal years 1975-1976 to 1976-1977, is 
distinguished by a program structure comprised of expenditure functions. Consequently, the 
DOE received its annual operating budget from the iegisiature according to groups of related 
services. Relevant changes in the DOE'S program structure between the fourth period and 
the fifth period included: 

(1) The abolition of previously existing expenditure programs (i.e., mathematics, 
language arts, science, a and the creation of three expenditure functions: 
elementary; intermediate; and high; 

(2) The aboiition of the previously existing state administration expenditure 
function and the creation of four expenditure functions: executive direction; 
planning, anaiysis, and budgeting; genera! administrative services; and 
business and financial opefations; and 

(3) The creation of a compensatory education expenditure function. 

Sixth Period. The sixth period, which includes iiscai yeas 1977-1978 to 1378-1979, is 
distinguished by a program structure comprised of cost centers (i&, individual schools), 
expenditure functions, and expenditure programs. Consequently, the DOE received its 
annual operating budget from the Legislature according to 223 individual schoois, groups of 
related services, and educational programs. Relevant changes in the DOE'S program 
structure between the fifth period and the sixth period included: 

( I )  The abolition of ?he previously existing eiernanlary, intermediate, and high 
school expenditure functions and the creation of 223 cost centers and eieven 
expenditure programs (e , environmental education, Hawaii Engiish Program, 
driver education, - etc.j;l&d 

(2) The abolition of the previously existirg executive direction; planning, analysis, 
and budgeting; general administrative services; and business and financial 
operations expenditure functions and the reinstatement of the previously 
abolished state administration expenditure function. 

Seventh Period. The seventh peiiod, which includes fiscal years 1979-;980 to 1997- 
1992, is distinguished by a program structure comprised of expenditure functions. 
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Consequently, the DOE received its annual operating budget from the Legislature according 
to groups of related services. Relevant changes in the DOE's program structure between the 
sixth period and the seventh period included the abolition of the previously existing cost 
centers and expenditure programs (9, environmental education, Hawaii English Program, 
driver education, etc) and the reinstatement of the previously abolished regular instruction 
and other regular instruction expenditure  function^.'^ Relevant changes in the DOE's 
program structure during the seventh period were limited to the addition of the After School 
A+  Program in fiscal year 1990-1991. 

Policy Issues 

Any discussion concerning alternatives to the current program structure of the DOE 
must be based on a notion of what the program structure should (or should not) accomplish. 
The Bureau believes that the following propositions identify some of the important policy 
issues that should be considered in a discussion of alternatives to the current program 
structure of the DOE. As previously noted in Chapter 6, the issue of governance is beyond 
the scope of this study. Findings and conclusions concerning the program structure of the 
DOE should not be construed as an expression of approval or disapproval for any particular 
structure of governance. 

(1) The DOE'S program structure should be dictated by the direction of school 
reform, and conversely, the direction of school reform should not be dictated by 
the DOE'S program structure. The manner in which personnel and material 
resources are appropriated by the Legislature and allocated by the DOE could 
have a stifiing effect on the direction of school reform. To the extent that the 
direction of school reform does not unduly compromise the integrity of existing 
budgetary controls, the DOE'S program structure should be sufficiently flexible 
to enable school reform to take hold. 

For example, i f  the DOE'S program structure for regular instruction were to be 
comprised of expenditure programs (%, mathematics, language arts, science, 
etc.), a school might feel compelled to adopt a similar program structure for - 
regular instruction even though the characteristics of the school's staff, such as 
subject-area strengths, weaknesses, and interests, would indicate that a 
program structure comprised of expenditure functions organized by grade 
levels (9, grade 1 to grade 6 regular instruction) might be more appropriate. 
Trying to relate these two disparate program structures would require the 
preparation of a translation and the expenditure of valuable personnel and 
material resources. 

(2) The DOE'S program structure should reflect how educational services are 
organized and delivered by schools, district offices, and the state office, With 
this program structure. legislative appropriations are also brought into 
alignment with how educational services are Organized and delivered. 
Assuming that there is a direct link between how educational services are 
organized and delivered, and how personnel and material resources are 
expended, this program structure would link the appropriation of resources by 
the Legislature to the expenditure of resources by schools, school districts, and 
the state office. Through the DOE'S program structure, the Legislature could 
determine how schools, school districts, and the state office actually expended 
the resources appropriated by the Legisiature. 
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(3)  The DOE's prcgram structure should reflect state education goals. According 
to Allan Odden:I5 

The f i r s t  s t e p  in school f inance f o r  the  1990s w i l l  
b e  t o  l i n k  a  school f inance  s t r u c t u r e  t o  subs tant ive  
education ob jec t ives ,  s p e c i f i c a l l y  t o  programs needed t o  
accomplish n a t i o n a l ,  and what increas icgly  w i i l  become, 
s t a t e  s tudent  perfornance goa l s .  [While s t a t e  goals  may 
[sic] ul t imate ly  d i f f e r e n t  from nat ional  goals ,  a l l  
s t a t e s  a r e  moving to :  1)  increase t h e  high school 
graduation r a t e  t o  a t  l e a s t  90 percent ;  2 )  have a l l  
s tuden t s  demonstrate competency in chal lenging sub jec t  
matter  of [sic] reading,  wr i t ing ,  sc ience ,  mathematics 
and h i s t o r y ;  and 3 )  s u b s t a n t i a l l y  improve s tudent  
prof ic iency in  mathematics and sc ience  [ c i t a t i o n  
d e l e t e d ] .  

I f  these  goals  a r e  taken se r ious ly ,  s t a t e s  w i l l  need 
t o  provide a  base school f inance system t h a t  w i l l  allow 
a l l  l o c a l  school d i s t r i c t s  t o  meet these performance 
goa l s .  Since these  goals  include teaching ali s tudents  
how t o  th ink ,  so lve  problems and communicate a t  l e v e l s  
much higher than a l l  but a  very few d i s t r i c t s  accomplish 
today, the  cos t  of the  base program is l i k e l y  t o  be 
high.  This education agenda is more grandiose than a l l  
but a  few d i s t r i c t s  have t r i e d  h i s t o r i c a l l y .  

In s h o r t ,  designing school f inance formulas in the  
1990s w i l l  e n t a i l  a  c lose  working re l a t ionsh ip  between 
program ana lys t s  and f inance a n a l y s t s ,  with program 
ana lys t s  ident i fy ing  the  s t r a t e g i e s  t h a t  work f o r  
producing high l e v e l s  of s tudent  achievement and f inance 
ana lys t s  cos t ing  out  those s t r a t e g i e s  and determining 
the  d o l l a r  l e v e l  fo r  the  s t a t e ' s  base funding program. 

The new system, then,  would l i n k  education and 
f i s c a l  systems. I t  would be an education goa l s ,  s tudent  
achievement driven system w i t h  a  f inance s t r u c t ~ r e  
designed t o  f inance  the  programs and s t r a t e g i e s  required 
t o  meet the  goals .  

Linking the DOE's program structure to state education goals could provide the 
means for relating the appropriation, ailocation, and expenditure of resources 
to state education goals, as advocated by Odden. Whether the DOE can 
develop vaiid and reliable indicators to measure progress or success in meeting 
some of these goals remains to be seen since some goals may not be 
measurable. 

(4) The DOE's prcgram structure should consider allocating educational inputs in a 
manner that ensures the equity of educational outcomes for disparate student 
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populations and for schools with disparate student populations. As pointed out 
by Allan 0dden:'G 

In fac t ,  the new equity issues o f  the 1990s are 
l i k e l y  t o  be d i s p a r i t i e s  i n  student outcomes. To help 
the po l i c y  community deal w i th  t h i s  equi ty issue, 
education po l i c y  analysts w i l l  need t o  f i n d  ways to  
res t ruc tu re  education programs, the uses o f  f i s c a l  
resources and the l e v e l  o f  funding t o  produce less 
d i s p a r i t y  i n  the l e v e l  o f  what students know and are 
able t o  do. P u t  another way, now tha t  the country has 
sh i f t ed  i t s  focus from equal education opportunity t o  
the percentages of students i t  wants t o  perform a t  
basic, adequate and advanced leve ls  on assessments o f  
student achievement, i t  may be time t o  refocus education 
finance on these issues as wel l .  The school finance 
issues f o r  the 1990s, therefore, may be less  the 
va r i a t i on  i n  education do l la rs  per student, and more the 
degree t o  which l e v e l  and uses o f  do l l a r s  help or hinder 
d i s t r i c t s  and states i n  meeting new and ambitious 
na t iona l  and s ta te  education goals. 

Although the Bureau had identified this issue as one of the policy questions 
that may need to be addressed by the Legislature, this discussion is based on 
the belief that allocating educational inputs for the purpose of ensuring the 
equity of educational outcomes is desirable. 

Limitations 

Some of the most persistent problems encountered in the development of viable 
alternatives to the current program structure of the DOE stem from the program structure for 
regular instruction in the schools. As previously discussed, the DOE'S program structure for 
regular education was comprised of elementary, intermediate, and high school expenditure 
functions at one time, and mathematics, language arts, science, &, expenditure programs 
at another. The problem with these program structures stemmed from the fact that schools 
and teachers were not organized strictly according to expenditure functions (i.e., elementary, 
intermediate, and high school) or expenditure programs (i.e.$ - mathematics;?-anguage arts, 
science, etcJ. 

Although elementary, intermediate, and high schools once had spanned the same 
grades (K-6, 7-3, 10-12): that is no longer true. For exampie, some elementary schools may 
be comprised of grades kindergarten to six, while others are grades kindergarten to eight. 
Likewise, high schools may be comprised of grades nine to twelve or grades ten to twelve. 
Adding to the complexity of the situation are intermediate schoois, which are comprised of 
grades seven to nine. and comprehensive schools, which are comprised of grades 
kindergarten to twelve. 

The separation of teachers according to expenditure programs. such as language arts, 
mathematics, and science, was not consistent with the way in which teachers in all grade 
levels actually provided instruction to their students. For example, although most 
intermediate and high school teachers could be grouped according to expenditure programs, 
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most elementary school teachers could not. The primary difference between the two was that 
elementary school instruction was treated as an interdisciplinary activity (g, one teacher 
providing instruction in several different disciplines, such as social studies, science, health 
education, art, e&) rather than a specialized activity, as is the case in intermediate and high 
schools. Although the program structure for regular instruction in elementary, intermediate, 
and high schools has undergone relatively little change until now, school/community-based 
management (SCBM) and a new pedagogy17 may change all of this as schools and 
communities begin to experiment with different ways of utilizing the unique skills, knowledge, 
and abilities of their staff to meet the needs of their students. 

While there have been suggestions in the past that the program structure for regular 
instruction be separated according to interdisciplinary instruction (i.e., elementary) and 
specialized instruction (i.e., intermediate and high school rnathemxcs, language arts, 
science, s), the Bureaucan find no rational basis for this separation. The fact that regular 
instruction in intermediate and high schools is amenable to detailed scrutiny, which is made 
possible by the specialization of instruction, does not appear to justify the adoption of a 
program structure that dissects one group of expenditures into many pieces while leaving the 
other whole. 

By not adopting a program structure for regular instruction that reflects how schools 
are organized, provide services, and expend resources: 

(1) A large number of unilateral decisions regarding the allocation of resources 
need to be made by the DOE unless the Legislature provides a translation 
linking the appropriation-budget structure to the DOE program structure; 

(2) There would be no effective way to verify that teachers are expending these 
resources in the manner intended by the Legislature. Various formulas could 
be used to apportion personnel (s, teaching time) and material resources 
(s, classroom supplies) and to link the appropriation-budget structure to the 
program structure, but for the Legislature or the DOE to verify that teachers are 
adhering to these formulas would require teachers to maintain detailed records 
of their daily activities, including the use of classroom supplies; and 

(3) Depending on the amount of recordkeeping and reporting requirements 
imposed on teachers, the traditional DOE program structure for regular 
instruction could eventually thwart the intent of SCBM. This, of course, is 
based on the assumption that teachers would rather acquiesce to the traditional 
program structure than comply with burdensome recordkeeping and reporting 
requirements associated with any new structure. 

Alternatives 

As previously discussed in Chapter 6:j8 

Taking s i t e  decentral izat ion ser iously i n  f i s c a l  terms would 
require site-based budgeting. Unlike current  approaches t o  
budgeting, i n  which d i s t r i c t s  make near ly a l l  decisions on how 
do l la rs  w i l l  be al located and spent [ c i t a t i o n  deleted], s i t e -  
based budgeting al locates substant ia l  port ions o f  school 
d i s t r i c t  revenues i n  a lump sum t o  schools, and professionals a t  
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t he  school l e v e l  make decisions on how t o  use those funds 
[ c i t a t i o n  deleted] .  

Explaning site-decentralization further, Allan Odden has suggested that:19 

. . .  States could s t i pu la te  t ha t  a f i xed  percent o f  base funding 
be a l located d i r e c t l y  t o  schools as a lump sum. States could 
requ i re  d i s t r i c t s  t o  a l loca te  a f ixed percent--or a l l - - o f  
i ns t r uc t i ona l  expenditures t o  schools. I n  other words, s ta tes 
could become very aggressive players i n  s t imu la t ing  serious 
site-based management, by " forc ing"  do l la rs  t o  f low d i r e c t l y  t o  
schools .... [ D l i s t r i c t  and s ta te  approaches t o  site-based 
management i n  the 1990s e n t a i l  considerable devolut ion o f  f i s c a l  
decisionmaking t o  schools, contrary t o  past site-based 
management i n i t i a t i v e s  [ c i t a t i o n  deleted] .  

School-bySchwl Budgeting. As previously discussed in Chapter 6, one alternative to 
the current program structure of the DOE is to use enrollment allocation weights and a 
formula to develop school budgets. Because SCBM has yet to be implemented in all schools, 
universal lump-sum budgeting would not appear to be warranted at this time. While lump- 
sum budgeting is warranted for SCBM schools, it is not warranted for non-SCBM schools. 

As the DOE moves toward 100 percent participation in SCBM,20 enrollment weights 
and a formula could be used by the Legislature to determine the respective amounts that 
should be appropriated for regular instruction (EDN 105), other regular instruction (EDN 106), 
special education (EDN 107), and compensatory education (EDN 108). Personnel and 
material resources for these four expenditure functions, minus personnel and material 
resources for noninstructional classroom services, could then be allocated to the schools 
based on enrollment. The Legislature could permit SCBM schools to commingle resources 
from these four expenditure functions with one another and with resources from other 
expenditure functions, such as school administration (EDN 203), instructional media (school 
library only)(EDN 204), counseling (EDN 206), and student activities (EDN 207). Conversely, 
the Legislature could require the DOE to allocate, and non-SCBM schools to expend, these 
resources in accordance with their respective expenditure functions, - i.e., not allow 
commingling. 

One of the problems with this particular approach to developing school budgets is that 
personnel and material resources for noninstructional classroom services (x, clerical, 
custodial, and diagnostic services) and district-wide support services (a, audiovisual 
centers) would have to be separated from certain expenditure functions (u, special 
education and instructional media, respectively) since these resources would not be allocated 
to individual schools. This, most likely, would require changes to the current program 
structure of the DOE. 

Translating. Another alternative IS to leave the current program structure of the DOE 
"as is" and to direct the allocation and expenditure of personnel and material resources 
through a translation. If the Legislature chooses to utilize a translation to provide more 
explicit instructions to the DOE on how specific resources should be allocated and expended, 
then the following should be considered: 

(1) The translation should not contain so many expenditure categories that it 
weakens the program structure of the DOE. Changes to the current program 
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structure should be made "up front" and not through the "back door" by way of 
the translation; 

(2) The translation should focus only on those areas of primary concern to the 
Legislature, a, the amounts expended for classroom instruction versus 
noninstructional classroom services. The purpose of the translation should be 
to provide explicit instructions to the DOE on how specific resources should be 
expended; 

(3) Although the translation should be treated as a supplemental display to the 
current program structure of the DOE, the translation should be established by 
law; and 

(4) The translation should be used by the DOE to prepare its annual operating 
budget request in line with PPB, the State's planning, programming, and 
budgeting system. The DOE should also use the translation to account for all 
expenditures and variances between budgeted and actual expenditures. 

The following is just one of many versions of a translation that can be used by the 
Legislature to provide explicit instructions to the DOE on how specific resources should be 
expended. Expenditure categories for the translation are denoted by triple asterisks ("') and 
bold typeface. For the purposes of facilitating this discussion, expenditure functions that 
comprise the current program structure of the DOE have been placed in specific expenditure 
categories. The placement of these expenditure functions should not be construed as being a 
finding or recommendation by the Bureau, however. Adult education (EDN 406), After school 
A +  (EDN 409, and Public libraries (EDN 407) were omitted from this discussion. 

TRANSLATION 

State and district-wide support to schools 

State and district-wide administrative support ("') 

State administration (EDN 303) 
District administration (EDN 304) 
Instructional development (general direction only)(EDN 205) 
School food services (state administrative services only)(EDN 305) 
Physical plant operations and maintenance (state administrative services 

only)(EDN 307) 

State and district-wide supporl services ("') 

Instructional development (except general direction)(EDN 205) 
School food services (except state administrative services)(EDN 305) 
Physical plant operations acd maintenance (except state administrative 

services)(EDN 307) 
Safety and security services (EDN 306) 
Educational assessment and prescriptive services (EDN 208) 
Instructional media (audiovisual centers only)[EDN 204) 
Noninstructional classroom services 

Regular instruction (EDN 105) 
Other regular instruction (EDN 106) 
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Special education (EDN 107) 
Compefisatory education (EDN 108) 

Direct support to schools 

Classroom instruction ("') 

Regular instruction (EDN 105) 
Other regular instruction (EDN 106) 
Special education (EON 107) 
Compensatory education (EDN 108) 

Student services ("') 

Instructional media (school libraries only)(EDN 204) 
Counseling (EDN 206) 
Student activities (EDN 207) 

School administration (EDN 203) 

The abovementioned translation is comprised of five expenditure categories and places an 
emphasis on state and district-wide administrative support, state and district-wide support 
services, classroom instruction, student services, and school administration. 

Summary 

The program structure for lower education has been the subject of controversy for 
more than twenty-five years, Despite numerous changes to the program structure of the 
DOE, no one program structure has proven to be entirely satisfactory to the DOE and the 
Legislature for any great length of time. Even the current program structure of the DOE, 
which has remained essentialiy unchanged (but not unchallenged) for the last thirteen years, 
is being questioned in view of the schocl reform movement. Proposed alternatives to the 
current program structure have their own inherent strengths and iimitations, and no one 
program structure is likely to prove satisfactory to the DOE and the Legislature in every 
respect. 
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Appendix A 

Expenditures For Equipment 
and Motor Vehicles in Current DolIars' 

Appro- 
priation 
Code Description 

ADMINISTRATION 

Instructional development 
Psychological and school social work 
State administration 
District administration 
Classification and compensation 
appeals board 

National origin desegrigation 
Civil rights projects-sex 
desegrigation 

Inservice training of personnel in 
special education, Title VI 

Bilingual education-technical 
assistance, Title VII 

Dissemination system 
ECIA, Chapter 2-ID 
ECIA, Chapter 2-SA 
ECIA, Chapter 1 - Administration 
Foundation and other grants 
Donations and gifts-district offices 

Total Administration 

Fiscal Year 
1988- 1989 :989-1990 

*All figures are rounded to the nearest doilar. 



Appro- 
priation 
Code Description 

Fiscal Year 
?988- ;989 1989- 1990 

INSTRUCTION 

Regular instruction program 
Other regular instruction programs 
Exceptional child program 
Compensatory education 
School adninistration 
instructional media 
Student activities 
Pay adjustment for eligible 
substitute and part-time temporary 
teachers 

Implement pilot afterschool (A+) 
program 

Planning and development of 
dependent care 

Educational personnel training 
program--drug-free schools and 
communities 

Drug-free schools and communities 
(other regular instruction) 

Preschool incentive grant, Section 
619, Part B 

State/local aids-school health 
education 

Even start project 
Bilingual education-Project Akamai 
Summer school revolving fund 
Use of school facilities fund 
School special fees revolving 
account 

Driver education fund-underwriters 
fees 

Bilingual/bicultural, Title VII- 
counseling 

Biiingual/bicultural, Title VII- 
parent 

Siiingual education-Project EIBS 
ECIA, Chapter 1 ,  local educational 
agencies (compensatory education) 

Education of handicapped children- 
state schools 

Neglected and delinquent! ESEA, 
Title I 

Foilow through technicai assistance 
Education of handicapped, Title VI, 
Part B 

Vocational education programs 
Emergency immigrant edccation 
assistance program, Title V 

Indochinese refugee child assistance 
program 



Appro- 
priat ion 
Code Description 

Vocational education administration 
Education of handicapped- 
administration, Title VI, Part B 

ECIA, Chapter 2-OR1 
Bilingual-Project BIBS 
Bilinguai/bicuitural, Title VII- 
Project Holopono 

ECIA, Chapter 1 ,  program grantback 
Vocational education grantback award 
Donat ions-educat ion 
State schools athletic fund 
JTPA work Hawaii job training 
program 

Hana Kupono Project-Alu Like, Inc. 
Carreer education demonstration 
project 

Native Hawaiian drug-free schools 
and communities 

Office of Hawaiian Affairs-grants 
Alu Like, Inc., grants 
Woodrow Wilson Foundation 
Tutorial program-West Oahu 

employment corporation 
Textbooks 
Library Books 

Total instruction 



Appro- 
priation Fiscal Year 
Code fiescription 1988-: 989 1989- 1990 

SUPPORT SERVICES 

G026E Counseling 2,359 12,127 
G036E Safety and security services 8,465 31,179 
G037E Physical piant operations and 

maintenance ~278,488, (355,897, 
--- Maintenance of school plants (AGSj (1,708,259, t2,344,047> 
--- Health services (Department of 

dealth 68,803 84,102 
--- Student transportation (AGS)* (51,532) ~23,448, 

Total Support Services 79,627 127,408 

Appro- 
?riation 
Code Description 

FOOD SERVICES 

GO352 School food services 
S248E School food services-federal cash 

subsidies 
S953E School lunch adainistrative expense 

fund-CNP 

Total Food Services 

Expenditures For Equipment 
and Motor Vehicles 

Fiscal Year 
1988- 1989 1989-1990 
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Appro- 
priation 
Code 

Expenditures For Government Contribution to 
Social Security, Retirement Funds, 

Insurance, and Xedical Plan in Current Dollars* 

Fiscal Year 
Description 1988-'989 1989-1990 

ADMINISTRATION 

Instructional development 738,088 694,145 
Psychological and school social work 1,431,409 1,319,596 
State administration 1,325,467 1 ,297,659 
District administration 1,403,954 1,322,645 
Classification and co~pensation 
appeals board 28 2 

Temporary deposit 1 h5 - - 

Total Administration 4,899,091 4,634,047 

INSTRUCTION 

Regular instruction program 
Other regular instruction programs 
Exceptional child program 
Compensatory education 
School administration 
Instructional media 
Student activities 
Lahainaluna boarding department 
Summer school revolving fund 
Use of school facilities fund 
Driver education fund-underwriters 
fees 

Federal impact aid-regular 
instruction progra?; 

Federal impact aid-special education 
program 

Total Instruction 



Appro- 
priation 
Code Description 

SUPPORT SERVICES 

Counseling 
Safety and security services 
Physical plant operations and 
maintenance 

Total Support Services 

FOOD SERVICES 

Fiscal Year 
1988- 1989 i 989- 1990 

School food services 2,695,770 
School food services 648 
School food services-federal cash 
subsidies (adult supervision) (4,713, 

School food services-federal cash 
subsidies (means of financing) <634,836> 

School food services-substitute cost (10,750> 

Total Food Services 2,046,119 

All figures are rounded to the nearest dollar. 
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LEGISLATIVE REFEREWE BUREAd 
Sraie of Hawat! 

Stale Capa!o! 
Honoiu!u, Hawait 96813 
Phone (BOB! 548-6237 

November 15, 1991 

Mr. Charles Toguchi 
Superintendent 
Department of Education 
1390 Miller Street, Room 307 
Honolulu. Hawaii 9681 3 

Dear Mr. Toguchi: 

Enclosed for your review are chapters 2 through 7 from a confidential and preliminary draft 
of a report on public school funding prepared by this office at the request of the Legislature. Since 
the draft IS subject to change, we ask that you not circulate it until a final report is released. Please 
feel free to make any comments, cite any errors, state any objections. or suggest any revisions to 
these confidenfial drafts. Your comments and suggestions are important to us and revisions will be 
made i f  deemed appropriate. 

P!ease mark your comments directly u2on the enclosed draft and return it to us by 
December 1, 1991. It is not necessary to submit a formal reply. 

I f  you have any questions or concerns regarding the drafts of these chapters, please feel 
free to call Keith Fd6urilotc at 587-9661 

Sincerely, 

Director / 

SBKC:ay 
Enc. 
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I.mWULU U W L l l  w 

Mr. Samuel B.K. Chang, Director 
Legislative Reference Bureau 
State Capitol 
Iioncjlulu, Hawaii 96813 

Dear Mr. Chang: 

Thank you for the opportunity to review and comment on 
the preliminary draft of Chapters 2 through 7 of a report 
oil public school funding prepared by your office at the 
request of the State Legislature. 

Enclosed are the Department's response and comments to 
the draft Chapters. We appreciate your patience for our 
delay of transmitting our response. 

If  yo^ have any questions regar2ing our response, please 
czntact Stafford Nagatani at 586-3588. 

Slncereiy, 

U 
harles T. Toguchi 

CHARLES T TOOUCHI 
SUPERINTENDENT 
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"OCCLLILU "I*. S W .  

Decenber 24, 1991 

MEMO TO: Stafford T. Nagatani 
Administrative Assistant 
Office of the Superintendent 

F R O M :  &er"s, Director 
Planning and Evaluation Branch 

SUBJECT: Response to Legislative Reference Bureau Draft 
Report 

Chacter 2 Measures, Methodologies, and Data: Their Design 
and Liaitations 

Clearly, defining, collecting, and reporting financial 
data has a long way to go. Yet, it is important to realize 
that nost, if not all, applications of data suffer 
criticisms. In short, we must use available data and improve 
it as we go along; we do not have sufficient time to wait for 
perfect data. 

The Chapter cites two statements as examples showing 
that "care should be exercised when using these data to 
ccnstruct measures of funding support for education": 1) 
"KCES (National Center for Educational Statistics) data is 
(sic) accurate . . . I *  and, 2) "...the federal government's 
artezpr to compile state-by-state comparisons on educational 
revenues and expenditures remain questionable for at least 
eight states" (page 9 ) .  We submit these statements are used 
oat cf context and do not contribute to improving the 
situation. The intent of the first statement is to show 
that National Center for Education Statistics are the most 
accurate data at this juncture; and the intent of the second 
statenent is to recognize that improvements still must be 
~ a d e .  In short, we reconmend that statements like these 
be deleted. 



Memo to Stafford Nagatani 
Page 2 
December 24, 1991 

We submit that it is useful to examine Hawaii's data 
against itself, as well as those of other states. In 
examining it against other states, it is helpful to look at 1) 
Context Indicators (such as demographic data and the ability 
of a State to expend money for education), 2) Input Indicators 
(such as student-teacher ratio and the percent of expenditures 
per pupil spent on overhead costs), and 3) Output Indicators 
(such as student performance on achievement tests and 
graduation rates). It is ironic that studies such as this 
Report, which expend considerable effort discrediting data, 
often nirither make recommendations to expend funds to correct 
data problems nor make recommendations to obtain useful data, 
especially in regard to permitting inter-state comparisons and 
local decision-making. 

Cha~ter 2 Inflation and Current Operations Expenditures 

The 81Discussion81 (page 23) states that whether a 
percent increase or decrease in per pupil current 
operations, even after adjustment for inflation, is 
"substantive" or "nominaln depends on three factors: 1) 
Legislative goals and costs, 2) Legislative timeframe, and 3) 
Legislative ways and means for achieving goals and objectives. 
However, the Report does not recognize that the Legislature 
often does not sufficiently specify these factors; and in many 
instances legislators could not do so because the necessary data 
are not retrievable and because there are precious few 
demonstrated causal relationships. Moreover, the Legislature 
ought to take a broader view. "Substantiveness" should also 
be dependent upon need (how many and to what degree), impact 
(how many are affected), effectiveness (likelihood of 
success), and comparisons (with other states and countries). 

Cha~ter 4 Expenditures for Education: An Interstate 
Perspective 

This Chapter is difficult to understand and analyze 
without rechecking the sources, definitions and 
methodologies used to write the Chapter. Tables 3-7 
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reconfigures data that are summarized by the National Center 
for Educational Statistics and reconfiguring summary data 
may magnify weaknesses. For example, Table 7 (page 38) 
arrays data for "Direct Support." Direct Support funds 
are made by a State for the benefit of local education 
agencies. In other words, it is a means of financing total 
expenditures, not a kind of expenditure as is "Instr~ction.~* 
In short, because Hawaii's State and Local Education 
Agencies are the same, the comparisons are not applicable for 
Hawaii. 

Another major concern with the data presented in this 
Chapter is the definition of "Administrative Staffvv (pages 
40, 49, 52). We are not sure what is included in State 
Education Agency administrative staff. Other states do not 
combine State Education Agency and Local Education Agency 
expenditures as does Hawaii. If the State Education Agency 
administrative staff were removed from Hawaii's expenditures, 
the per pupil cost would be less. In other words, Hawaii's 
Sate Department of Education is charged with both the 
operational responsibilities of Local Education Agencies and 
the regulatory functions of State Education Agencies. Also, 
in Hawaii, far more time and effort are required to respond to 
Legislative requests than almost all other states. In short, 
to be meaningful, comparisons about personnel need to compare 
similar organizations and functions. 

Cha~ter 2 Accountability 

The chapter seems to begin by redefining the intent of 
the Act. More specifically, it redefines suitability 
(appropriateness) to the "nature of an audittt (page 60). We 
submit "to study the extent to which the Department is able 
to explain the expenditures of public funds for the purposes 
for which they were appropriated" is a more appropriate 
interpretation of the Act. The Chapter also defines 
accountability in terms of a contract (page 60). The 
problem is that while contracts are specific, charges to the 
Department of Education are often general, subject to 
different interpretations, and fraught with data problems. In 
addition to data problems, such as measuring effective 
outcomes, inputs and context variables are difficult to 
quantify. Also, unanimous agreements of goals, as well as 
causes and effects are often absent. 
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The Chapter assumes that the Foundation Program 
Objectives, Performance Expectations, and Competency-based 
Measures guide accountability efforts. It should be noted 
that a reexamination of curriculum and student assessment is 
underway. 

The Chapter states that "the expectations of the DOE 
appear to be based largely on the implementation of 
School/Community-Based Management (SCBM)" (page 66). This 
statement is not true. Development of the Education 
Assessment and Accountability System began in 1988 before the 
1989 Legislature mandated SCBM. Accountability is an effort 
that nought11 to be undertaken because professionalism includes 
accounting for actions. Indeed, an examination of the 
purposes, goals, and objectives of the Educational 
Assessment and Accountability System (65) and accountability 
issues (page 65-66) reveal a close correspondence. The 
issue that is not addressed is cost-effectiveness (page 65). 
Our experience is that cost-effectiveness studies are best 
applied in examining alternative ways of achieving specific 
objectives. In other terms, they are more suitable to 
answer questions for specific projects such as **Are 
Year-Round Schools cost-effective when compared to 
alternatives such as regular schedules with summer school?" 
In brief, even Levin would probably not advocate conducting 
cost effectiveness of a large system. 

The Chapter assumes that the success or failure of SCBM 
will be judged by the Educational Assessment and 
Accountability System (page 68). This is only partially 
true. The Educational Assessment and Accountability System 
will provide data on how Hawaii public schools as a system 
compares to the rest of the nation. The School Status and 
Improvement Reports will provide more specific information 
on how each school performs whether it employs SCBM or not. 
The formative and summative evaluations for each SCBM school 
will provide even more specific information on the degree to 
which an SCBM school is succeeding. 
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The "Discussion" states "...the crucial issue 
confronting the Legislature at this time is whether or not 
school communities should be permitted to implement SCBM 
without the EAAS in whole or in incrementsw (page 69). We 
believe the crucial issue is whether the Legislature (and 
other units of State government) will be willing to 
relinquish some of the power they currently exercise over 
schools. Will they be able to make use of and benefit from 
the local SCBM ~constituencies" (site councils)? School 
administrators and staff have, are, and will continue to pay 
attention to effectiveness, equity, and efficiency concerns. 
How they will convey to local constituents their efforts and 
progress on these accountability dimensions, however, will 
undoubtedly be very unlike the current PPB system. That 
system seems only to assure one set of State officials that 
other sets of State officials have followed, minimally, the 
PPB format. It does not provide the kind of accountability 
we think a school community may want in the future. 

This Chapter states, "SCBM ... will cause the W E  to 
adapt the existing PPB system to meet the informational 
demands of school communities" and "DOE should begin 
discussing this mechanism or the development of this 
mechanism" (page 67). This statement seems to assume that a 
PPB-like mechanism will be useful to schools and their 
community constituents. It also seems to assume that no 
such mechanism is currently in place. While there is no 
singular mechanism in place, there are many. Consider, for 
exa~ple, current formal sources of information about the 
school's instructional program: the Foundation Program, 
ACCN, BOE graduation requirements, AIM, and the school's own 
School Improvement Plan. At the secondary school level, 
there are also detailed course guides and related course 
registration materials. Related to improvements in the 
instructional program are numerous inservice training 
projects and programs that have been planned and documented, 
many of which are statewide in scope, e.g., Chapter 1. 
There are numerous sources of informal information available 
as well, e.g., students, in particular, can and do provide 
quite candid appraisals of their instruction and 
instructors. These various wmechanisms't all influence and 
guide curriculum and instruction, fostering both 
bureaucratic (uniform, organizationally centralized) and 
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professional (individualized, local) types of 
accountability. The real issue is what type or types of 
accountability are needed and who will be served by them. 
Would a more unified PPB-like mechanism be useful to schools 
in reporting to their communities? No, not if it is seen as 
"mandated from the outsidew and has the perceived impact of 
substituting a pseudo-analytic numbers game for the 
interpersonal processes of consensus building and shared 
decision-making which are the bedrock of SCBM. How would 
improvements be made in school accountability reporting? 
Before pushing some variant of PPB into the schools, should 
not we practice what we preach, i.e., obtain clear answers 
to: 1) What are the accountability/infonnational needs of 
school communities? What do they need and want to know? 2) 
To what extent are those needs satisfied and unsatisfied? 
and 3) What are appropriate ways of communicating and 
disseminating such information to school communities? 

In the case of SCBM, it is important to note that it is 
primarily concerned with a philosophical approach. It is 
based on such premises as: 1) decision-making is best made 
at the point closest to the action, 2) participation is 
important in itself, and 3) citizen ownership and control are 
more desirable than centralized decision-making. In other 
words, the SCBM approach will probably be reconsidered only if 
evaluations disclose major decreases in student outcomes. To 
be sure, accountability systems are least effective when 
assessing actions based on philosophic premises. 

In sum, accountability in the Department of Education 
is composed of: 1) routine evaluations of ongoing programs 
and project evaluations of new projects, 2) the School 
Status and Improvement Report for each school, and 3) the 
Educational Assessment and Accountability System which 
assesses the Hawaii public educational system. 

Cha~ter 6 Allocation 

Allocating funds to ensure the equity of educational 
outcomes is certainly a worthy goal. Unfortunately, the 
problems associated with implementing this goal are 
formidable. They involve the absence of data and the 
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tremendous amount of funds that would be required for 
research to obtain the data. Perhaps some crucial data are 
not knowable at this juncture in the study of human affairs. 
Educators, physicians, and psychologists do not know how to 
capture the teaching methodologies, personal motivations, 
physiologies, and psychological maladies that affect 
children not to mention the interaction of these variables. 
Additionally, extensive expenditures are required to produce 
equity of outcomes for special education students unless 
agreement is obtained to reduce expenditures for other 
groups such as gifted children. In brief, while ensuring 
the equity of educational outcomes is an appealing idea, 
practical implementation to the extent called for in the 
Chapter does not seem to be around the corner. 

Chapter Z Program Structure 

The reason that the Department's program structure has 
been controversial is that all program structures have 
limitations. The current structure has been forged as a 
result of compromises and experiences. Persons advocating 
changes should be required to provide detailed aavantages 
and disadvantages of their proposals. 

Summary 

The Report is erudite. The author is commended for 
compiling and presenting problems associated with complex 
phenomena. The Report will make excellent supplemental 
reading in a graduate educational administration course 
because many issues lend themselves to heated discussion. The 
Report contains much that is accurate, positive, and 
educational. Although there is much agreement with the 
Report, the foregoing comments have covered points of concern. 

KIM: jts 

cc: Planning and Evaluation Branch 



COMMENTS OF THE LRB REPORT 
By: The Budget Branch 

General comments: 

The report is too technical. Parts of the report are so - 
technical, it cannot be readily read or understood by the 
layperson. This means, neither the governor, the board of 
education, the legislature, or other bureaucrats can 
understand the report. Too bad. The only persons who can 
truly understand the report, aside from the author, are 
other technicians steeped in statistics. 

The re~ort misses the m a i ~  points of fundins support. ~t - 
delves into everything else such as the program structure, 
the allocation of funds within DOE, accountability, etc. 
What it doesn't discuss is how Hawaii stacks up against 
the funding support provided education in other states, 
or the allocation of funds among the major programs of 
state government (health services, welfare services, 
higher education, public education, transportation, 
prisons, etc.) Although public education is touted as a 
top priority program, is it in fact getting its fair share 
of the state resources? There are indications that W E  is 
annually getting a smaller and smaller share of the total 
state general funds, that the budgets of most other 
agencies are growing at a faster rate than DOE. The 
report sheds no light on this concern. 

In the following sections, we will comment specifically on 
each chapter. 

1. Chapter 2. The report does not clarify how to measure 
fundina support. In education, as in all programs, there 
are two things that must be measured: costs or inputs, and 
outputs or outcomes. There is a belief that the more you 
put in, the more you should expect out. For example, the 
more you pay for education, the better the quality of 
education you should expect. A school district that 
spends $10,000 per pupil should expect a higher quality 
education than a school district that spends $2,000 per 
pupil. So while it is important to measure the outcomes 
of education, comparing the test scores, attendance rates, 
dropout rates, etc. of different states, it is just as 
important to measure and compare the efforts being made by 
the states to provide quality education. This is where 
funding support comes into the picture. The report seems 
to reject all measures proposed by DOE to gauge funding 



support. Yet it proposes no alternative measures, nor 
does it make any attempt to gauge Hawaii's funding support 
for education. The key questions are: Is funding support 
important to the question of quality education? If so, 
how do you measure funding support? In this regard, the 
report sheds no light other than to reject all the data 
presented by NCES or other statistics presented by DOE to 
gauge funding support. DOE also contends that the state 
is allocating a smaller share of the revenue pie to public 
education. Other state programs such as prisons, higher 
education, public welfare, public housing, health 
services, etc. are receiving a larger share or percentage 
of the total general fund pot. And these increases are 
coming at the expense of public education. The report 
contains no analysis discussion of this contention. 

2. Chapter 3. Inflation. The report spends a whole chapter 
discussing inflation and its impact on expenditures. The 
report seems to imply that it is better to compare 
expenditures with itself, that is, from year to year, 
rather than with other states and school districts. 
Comparing costs from year to year is enlightening. But it 
is not the crucial or only comparison. The fact is, the 
outcomes of education in Hawaii must be measured against 
national norms, that is, the educational achievement 
levels of students in other states. Whether we like it 
not, people are interested in the results of standardized 
tests and the so-called "Wall Chart" published annually by 
the federal government. Even with all its flaws, the 
reports published annually by NCES do provide indications 
of where Hawaii stands on such issues as funding support. 

3. Cha~ter (- Emenditures for education. This chapter 
presents some expenditure information. However, the 
reports are difficult to understand. If the purpose of 
the reports is to statistically compare Hawaii with the 
rest of the nation, then: 
a. The national average should be used with Hawaii 

included. This will provide a true picture of the 
national statistics. 

b. The mean and standard deviation should be used as 
descriptive measures because, unlike the median, they 
take into account variability and sample size. Since 
variability does occur between the states, the 
variability should be taken into account. 

c. The measures of skewness and kurtosis provide 
information about the characteristics of the sample and 
does not provide any improvement over the mean in the 



comparisons with the state of Hawaii. There is no 
commonly agreed upon standard on what value constitutes 
a non-normal distribution. The current analysis does 
not appear to require a normal distribution. 

d. If LRB is claiming that the national sample does not 
lend itself to parametric statistics, then ranking 
should be used instead of quartiles. Quartiles are 
just a broad categorization of rankings. Rankings 
provide much more specific information about where 
Hawaii stands in relation to the other 49 states. 

The use of ratios in the comparison of the FTE of 
instructional, administrative and support staff is 
questionable. The ratios assume that all three measures 
are equivalent in comparison to the number of students 
enrolled. If one of the three measures are artificially 
high or low, then the difference will be exaggerated when 
using the ratios. 

A more valid analysis would appear to be the use of the 
ratio of each of the three types of staff to the number of 
students enrolled. The three types of ratios should then 
be compared among themselves and not combined. The 
comparison of instructional staff to support staff to 
administrative staff complicates matters too much since 
the "idealN ratios for each are not equivalent. 

We have verified with the National Center of Education 
Statistics (NCES) that the reporting of Officials and 
Administrators (item C 06) in the nonfiscal survey 
primarily includes district personnel in those positions. 
DOEts reports for the 1989-90 and thereafter are 
consistent with the reporting of other states. 

We have made an effort to improve the quality of data 
reported to NCES. As a result, where reports prior to 
1989-90 did not provide information relative to items C 
05, C 07, and C 09, (library support staff, administrative 
support staff, and school administrative support staff, 
respectively), the information is now provided. As 
previously indicated to the author of the LRB report, 
information considered to be unreliable in reports prior 
to 1989-90 were subsequently corrected in 1989-90 to 
reflect a more accurate distribution of personnel. 

We take offense to the conclusion by the author that the 
notable difference between the two reports "were the 
result of an elaborate 'shell game' wherein FTEts were 



reallocated to other categories to reduce the number of 
FTE officials and  administrator^.^^ If is difficult to 
understand why the author imputes evil intent on the part 
of DOE. In fact, DOE'S has been working closely and 
diligently with NCES to refine and correct the data each 
year, striving for greater accuracy, and clarifying and 
interpreting the NCES's instructions and definitions so 
that the information provided by Hawaii is comparable to 
the data being provided by other states. This was all 
explained to the author during his research. 

In the tables, the school year 1989-90 is reported as 
fiscal year 1989. Actually, school year 1989-90 is 
normally reported as fiscal year not 1989. 

In summary, the report presents virtually no analysis of 
the information in terms of where Hawaii stands in 
comparison to other states. The discussion is focused 
mostly on the limitations of the data. 

4. Chanter 5. Accountabilitv. The report stresses the 
importance of accountability. We do not dispute the 
importance of measuring DOE'S educational effort through 
such measures as national tests and other national 
measures such as dropout rates, absenteeism rates, etc. 
But as mentioned earlier, education involves two key 
factors, the inputs and the outputs. You should try your 
best to measure outputs. But you should also try to 
measure inputs. The report stresses the need to measure 
the outcomes of education without clarifying the need to 
measure the inputs. Also, if you cannot measure something 
as simple as inputs or the costs or expenditures of 
education, how do you expect to measure the outputs of 
education which is much more difficult to measure. As to 
the question of whether school communities should be 
permitted to implement SCBM without having in place a 
functioning educational assessment and accountability 
system? The answer is a resounding "YES". Even if SCBM 
has little impact on student achievement, and there is a 
distinct possibility this might happen, this does not mean 
that SCBM should be terminated. SCBM has to do with 
empowering the local communities, providing the people 
with freedom of choice, allowing for greater public 
participation in the affairs of public schools, bringing 
more democracy to state government. Even if test scores 
do not significantly improve after SCBM has been 
implemented, the schools should not revert back to a more 
totalitarian form of government where controls and 



decision-making are highly centralized at the state level. 
In this regard, SCBM is not like launching another 
education program that needs to be piloted and evaluated 
before it can be implemented statewide. It is about 
freedom, justice, citizens participation, shared decision- 
making, and local control. It is about bringing democracy 
to the governance of public education. What is happening 
in W E  through SCBM is no different from what is happening 
on a larger scale in the Soviet Union where the central 
government has decentralized its authority to the 
different republics. Would you revert back to tight 
central controls if it is shown that the republics are 
operating inefficiently? No. SCBM lies at the heart of 
democracy and the democratic values we cherish. SCBM 
should therefore be measured against these values and 
other objectives rather than primarily by student 
achievement. 

5. ChaDter 6, Allocation. The report contends that the 
allocation system needs to be amended to equalize 
educational outcomes. This is easier said than done. If 
this was so easy to do, we would have done it a long time 
ago. The fact is, the underlying premise of all 
allocations is an attempt to equalize educational 
outcomes. For example, the reason why the allocations for 
special education students are many times the allocations 
for regular students is to reduce the disparity in 
educational outcome between regular and handicapped 
students. While we strive to attain equality of 
educational outcomes, it is a known fact that no matter 
how much one spends on a severely mentally retarded 
student, that student will never equal the educational 
achievement of a gifted student. Since the abilities and 
talents of the different students are so diverse, it is 
expected that achievements will also be diverse. So in a 
strict sense, equality of educational outcome cannot be 
attained. The question of how much should be allocated to 
the different classes of students to assure equality of 
educational outcomes is a difficult question. Over the 
years, DOE has tried to allocate its funds to equalize 
outcomes, that is, to try to provide the best education 
for each child, regardless of abilities, personal 
handicaps, or other problems. We know of no system that 
can guarantee equality of educational outcome. At 
present, individual education programs are developed for 
each handicapped student and limited English proficient 
student. Resources are provided to implement these IEPs. 
Additional resources are also allocated to provide special 



services to the alienated, the gifted and talented, and to 
other students with unique needs. We think this is fair. 
If there is a superior, more quantitative allocation 
system that can assure equality of outcome, we would like 
to know what it is and how it works. We are always 
striving to improve the allocation system. 

6 .  Cha~ter 7 .  Proaram structure. The program structure 
serve diverse purposes. It serves the purpose of 
planning, decision-making, execution and control. We 
believe the most important function of the program 
structure is not budget preparation, but budget execution. 
The way the program is structured is the way the funds are 
going to be appropriated, allocated, executed and 
controlled during implementation. At the lower levels 
where the programs are being implemented (such as at the 
school level), if the program structure violates the 
organizational structure, there will be horrendous 
implementation problems. Intricate distribution formulas 
have to be designed to allocate funds which are 
appropriated one way to an organization that will execute 
the budget another way. Also, as the funds are spent, 
crosswalk schemes have to be designed to reconcile the 
actual expenditures by organization with the program 
appropriations. In the development of the program 
structure, primary consideration should be given to 
budget execution, not budget preparation. This means that 
under no circumstance should the program structure impede 
the implementation of the program. The legislature does 
not implement programs. The schools do. This is why the 
concerns of the schools should be paramount in the 
development of the program structure. As far as the 
legislature needing more information during budget 
preparation, there is no need to change the program 
structure to obtain more data. If the legislature wants 
budget information sorted differently, perhaps by schools, 
or by districts, or by grades, or any other way, then all 
it has to do is ask W E  for this kind of information. If 
the budget information is being recorded by the schools 
and stored in the computer in that manner, then it is an 
easy task to retrieve the information for the legislature. 
At present, the legislature regularly asks for mountains 
of budget and program information when it reviews the 
budget. And the demand for information is issued not by 
one legislative committee, but by at least 4 separate 
committees. For these reasons, we do not believe the 
program structure is need of change, or that legislative 
decision-making will get better if more information is 



provided. We believe the program structure is basically 
sound and in need of only minor change. The only changes 
we would like to see are a consolidation of level 5 
programs in EDNs 106 and 108, and the reassignment of some 
level 5 programs to their proper EDNS. For example, 
"Future Homemaker of America" is assigned to EDN 106. 
This program is a student club and more properly belongs 
to EDN 207 (Student Activities). Also, we would lj-'e to 
see all the hrrchase of Services and Grant-in-Aid p-.ograms 
be consolidated in one EDN rather than scattered among the 
various EDNs. These are the kinds of structural changes 
we want to make, rather than a major revamping of the 
structure. In the future, if the program structure must 
be changed, the change should be toward consolidating or 
reducing the number of EDNs or appropriation categories. 
In other words, we should move toward larger and larger 
lumps, perhaps first moving from the present 17 EDNs to 5 
EDNs, and later to only one EDN, which is a truly lumpsum 
budget. With lumpsum budget, the schools can then be 
given one allocation for all their programs. The schools 
can decide how to allocate the funds to the various 
programs. The schools will have maximum flexibility to 
fully implement SCBM. Meanwhile, as long as the 
legislature continues to think in terms of making program 
decisions for W E  and the schools, true SCBM cannot be 
implemented. We cannot talk about decentralized 
authority, budget flexibility, local control, and the 
schools sharing decision-making with its community if 
program decisions are still going to be made centrally by 
the governor, legislature or board of education. 


