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OUR CHALLENGE TO YOU

Our research adheres to the highest standards of scientific rigor. We
know that one reason the school choice movement has achieved such
great success is because the empirical evidence really does show that
school choice works. More and more people are dropping their oppo-
sition to school choice as they become familiar with the large body
of high-quality scientific studies that supports it. Having racked up a
steady record of success through good science, why would we sabotage
our credibility with junk science?

This is our answer to those who say we can’t produce credible research
because we aren’t neutral about school choice. Some people think that
good science can only be produced by researchers who have no opin-
ions about the things they study. Like robots, these neutral researchers
are supposed to carry out their analyses without actually thinking or
caring about the subjects they study.

But what’s the point of doing science in the first place if we’re never al-
lowed to come to any conclusions? Why would we want to stay neutral
when some policies are solidly proven to work, and others are proven
to fail?

That’s why it’s foolish to dismiss all the studies showing that school
choice works on grounds that they were conducted by researchers who
think that school choice works. If we take that approach, we would
have to dismiss all the studies showing that smoking causes cancer,
because all of them were conducted by researchers who think that
smoking causes cancer. We would end up rejecting all science across
the board.

The sensible approach is to accept studies that follow sound scientific
methods, and reject those that don’t. Science produces reliable empiri-
cal information, not because scientists are devoid of opinions and mo-
tives, but because the rigorous procedural rules of science prevent the
researchers’ opinions and motives from determining their results. If
research adheres to scientific standards, its results can be relied upon
no matter who conducted it. If not, then the biases of the researcher
do become relevant, because lack of scientific rigor opens the door for
those biases to affect the results.

So if you’re skeptical about our research on school choice, this is our
challenge to you: prove us wrong. Judge our work by scientific stan-
dards and see how it measures up. If you can find anything in our work
that doesn’t follow sound empirical methods, by all means say so. We
welcome any and all scientific critique of our work. But if you can’t find
anything scientifically wrong with it, don’t complain that our findings
can’t be true just because we’re not neutral. That may make a good
sound bite, but what lurks behind it is a flat rejection of science.
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Executive Summary

The passage of the Kentucky Educational Reform Act (KERA) in 1990 had a dramatic impact on the funding of primary
and secondary education in the state. The amount of money spent on education increased significantly with the passage of KERA
with districts in rural areas of the state experiencing the largest growth in spending (Hoyt, 1999). This has led to a decline in
the disparity between rural and urban districts in education spending. However, despite the increase in educational spending,
Kentucky still lags behind the typical state in the U.S. in spending per student (Troske, 2008).

Although several studies examine the impact that KERA had on the level of spending, very little work has been done
on the impact of KERA and on how the increase in education money is being spent. What evidence there is suggests that KERA
may have impacted the allocation of education dollars in Kentucky. In 1996 Kentucky had the lowest ratio of teachers relative to
total public school staff of any state in the country, so Kentucky appears to be spending a much larger share of its educational
budget on administrative staff compared to other states (Hoyt, 1999). In addition, the share of money spent on teachers appears
to have increased after KERA, particularly in rural areas which tend to receive a larger portion of their funding from the state
(Hoyt, 1999). In Kentucky state dollars make up a much larger share of a district’s educational budget than in other states, and
this lack of control over funding could lead to less efficient uses of resources.

Additional spending on administration can be positive as long as this spending results in better administered schools
that produce better educational outcomes. There is an optimal level of administration for any school or district, and spending
by many districts beyond this optimal level may explain why many studies find that additional spending on education has very
little impact on school performance.

This report is the first in a series of two examining how educational budgets are allocated in Kentucky and whether
differences in how money is spent affect educational outcomes. In this report we focus on how education dollars are spent in
Kentucky, how spending has changed over time, and how spending in Kentucky compares with spending in other states. In a
companion report “Education Outcomes: Kentucky vs Other States” we examine how differences in educational spending affect
educational outcomes such as standardized test scores and graduation rates.

When examining educational spending in Kentucky we divide the state up into different geographic areas and examine
how spending differs by area. We look at spending separately by metropolitan and non-metropolitan areas since education spend-
ing in metropolitan areas has traditionally been higher than spending in non-metropolitan areas (see Figure 1.3). We also divide
that state up into four regions: North, South, East and West, and examine spending separately by region (see Figure 1.2).

We also compare education spending in Kentucky with the average spending in all states in the United States as well
as spending in other states in the South-Central Census Region. We focus on states in the South-Central Census Region because
these are states that Kentucky is traditionally compared with when discussing issues such as taxes, economic development and
education spending. In addition to Kentucky, the states in the South-Central Census Region are: Alabama, Arkansas, Louisiana,
Mississippi, Oklahoma, Tennessee and Texas.

Our main findings are:
o Despite the increase in educational spending that occurred with KERA, Kentucky still lags behind the average U.S.
state in current expenditures per student. However, the gap between Kentucky and other states in per-student current
expenditures has narrowed from $2,199 in 1987 to $1,092 in 2006.

o Since KERA, Kentucky has surpassed all other states in the South-Central region in current expenditures per student. In
1987 Kentucky ranked 5" in current expenditures per students among the eight states in the region, but by 2006 Kentucky
had the highest expenditures per student in the region.

o KERA has led to a significant decline in differences in educational spending across regions in the Commonwealth. The
gap in current expenditures per student between metropolitan and non-metropolitan districts fell from $600 in 1987 to
$10 in 2006. Over this same time period districts in the Eastern part of the state went from having the lowest level of
current expenditures per student to having the highest expenditures per student.

o While KERA has led to greater uniformity in expenditures per student in the state, the sources of revenue continue to
differ dramatically across areas of the Commonwealth. In 2006 districts in metropolitan areas received 40% of their



revenue from local sources (property taxes) with the remaining revenue coming from the state (50%) and the federal
government (10%). At the same time non-metropolitan districts received only 20% of their revenue from local sources
with 66% of their revenue coming from the state and 13% coming from the federal government. For school districts in
the Eastern part of Kentucky only 17% of their revenue is collected locally, while for districts in the Northern part of
the state 42% of revenue comes from local sources.

o Between 1987 and 2006 the share of revenue coming from local sources increased in Kentucky while the share of local
revenue decreased on average in the U.S.. However, there still remains a significant difference in revenue sources between
Kentucky and the average state. In 2006 the average percent of revenue from local sources in the U.S. was 42.8% while
in Kentucky the percent of revenue from local sources was 31.1%. Among South Central States only districts in Alabama
and Mississippi receive a smaller share of local revenue, and districts in Louisiana, Tennessee and Texas all receive a
significantly larger share of local revenue.

o How Kentucky allocates its money on education is quite similar to the average state in the country with approximately
50% of current expenditures going to instruction and 7% to administration. Compensation has a larger share of total
expenditures in Kentucky with 70 - 80% of total expenditures going to salaries and benefits in contrast to 69 - 73 % for
the average state over the period 1989 - 2006.

o In 1987 Kentucky’s pupil-teacher ratio was 18.6 compared to the U.S. average of 17.4. By 1998 both the U.S. and Kentucky
average was 16.5. However, since then the U.S average has decreased at a much faster rate; in 2006, the U.S. average
was equal to 15.2 and the Kentucky average was 16.0.

In the end, while per-pupil spending in Kentucky has risen since the passage of KERA, the main effect of KERA appears
to be on differences in education spending across regions of the state and on the sources of educational revenue for districts in
different parts of the state. Since 1990 differences in educational spending per pupil between urban and rural areas of the state
have all but disappeared. At the same time there is a growing disparity in the sources of funding with urban districts now obtain-
ing over 40% of their funding from local taxes while rural districts obtain only around 20% of their funding from local sources.
And while districts in all areas of the Commonwealth tend to devote a similar share of spending to the various functions, it is
still possible that the lower level of local control over districts in rural areas of Kentucky could impact educational outcomes in
these districts. In our subsequent report we examine how differences in the sources of education funding affect outcomes.
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Educational Spending: Kentucky vs. Other States

Introduction

The passage of the Kentucky Education Reform Act (KERA) in 1990 resulted in dramatic changes in the funding of
primary and secondary education in Kentucky. The amount of money spent on education increased after KERA, with rural
districts in particular experiencing substantial increases in spending (Hoyt, 1999). Funding disparities between districts were
also reduced. However, Kentucky has not caught up with its northern neighboring states in terms of education spending (Troske,
2008) despite the fact that education spending is the largest component of the state budget.

Because the education budget in Kentucky is not transparent, there is much concern over how the increased funding is
being spent. Hoyt (1999) found that, following the implementation of KERA, Kentucky has the lowest percentage of teachers
as a share of total public school staff. In other words, Kentucky seems to spend a much larger share of its educational budget
on administrative staff. More recently, Kentucky’s allocation of educational dollars has mirrored the allocations in most other
states, particularly its neighbors in the Southeast.

Revenue for primary and secondary education comes from all three levels of government: federal, state, and local (school
district) with the bulk of spending coming from the state and local governments. Kentucky has a much greater share of its rev-
enue coming from the state and a smaller share from local sources than most states. This greater centralization suggests less
local control of funding and, as a result, the possibility of less efficient uses of funding.

Objectives

In this report, the first of two on primary and secondary education in Kentucky, we document how primary and second-
ary education budgets are allocated within school districts in Kentucky. In addition, we compare the allocation of education
spending in Kentucky to the allocations in other states. We also investigate the relationship between the level of centralization
of educational spending within a state and the allocation of that state’s education budget. In our second report on Kentucky
education. We will examine the impact that educational spending has on educational performance, specifically graduation rates
and standardized test scores.

This report focuses on recent trends in educational spending in Kentucky with a particular interest in differences in spending
patterns and distribution before and after the implementation of KERA. As the primary purpose of KERA was to address ineq-
uities in both funding and performance across districts in Kentucky, much of our analysis focuses on differences in educational
spending levels and patterns among the regions of Kentucky as well as differences in metropolitan and non-metropolitan districts.

A Brief Summary of the Kenfucky Educational Reform Act (KERA)'

KERA (House Bill 940) was not simply a change in the financing of primary and secondary education, although it radically
altered the financing of education in Kentucky. KERA integrated school finance reform with reforms in curriculum and school
governance. Instead of simply providing additional funds to local school districts, KERA provided a dramatically expanded role
for the Commonwealth in mandating curricula, evaluating school performance, and placing restrictions on district employment
and compensation. Broadly, then, we might classify reforms in three categories: curriculum, governance, and finance. Here, we
briefly summarize its impact on finances; for a discussion of its impact on curriculum and governance see Hoyt (1999).

Prior to KERA, Kentucky had extensive state funding assistance of local education through foundation grants and power
equalization programs. However, local support varied dramatically. For example, the Kentucky Office of Education Accountability
reported that in 1989-90, property wealth per pupil varied from $39,138 to $341,707; local equivalent mill rates? varied from $0.229 to
$1.119; and local revenue per student varied from $80 to $3,716. The focus of KERA was to reduce these disparities in educational
funding. To do so, a new funding program called Support Educational Excellence in Kentucky (SEEK) was established.

Under this program, districts are to receive a guaranteed level of revenue per student. In 1990-91 this base was $2,305 per
pupil and has gradually increased over time. This base is adjusted (increased) for at-risk children (measured by participation
in federal school lunch programs), transportation, and special-needs students. Although the state guarantees this amount of
revenue, the district must share in the financing by providing a minimum level of effort equivalent to $0.30 per $100 of property
value. Then the adjusted base guarantee equals the base plus additional funding for at-risk children, transportation, and special-
needs students, minus the local effort.

In addition to this uniform funding base, each district can increase its funding by up to 15% of the base while receiving
state funding if its property value per student is less than 150% of the state average. If its property tax base is below this amount,
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the state provides state funding to guarantee revenue equal to the amount collected on this property value. This is referred to as
Tier I funding. Tier II funding allows districts to collect up to an additional 30% beyond the base and Tier I funding, but these
districts will receive no matching state funds. This funding must also be approved by a vote of the electorate in the district.
Finally, the state also provided a guaranteed annual minimum increase in state funds (8% in 1991-92 and 5% in 1991-92) and an
annual maximum increase (25%).

In regard to its impact on finances, perhaps the most notable aspect of KERA was its requirement that local districts
provide $0.30 of funding for every $100 of property value for education. As will be seen in the report, while both state and local
revenues increased following KERA, the share of local revenues in total revenue increased significantly.

Sources and Description of Data

Our data on both state and district level educational finances comes from a single source, the Common Core of Data (CCD)
from the National Center of Educational Statistics at the Department of Education. Data at the district level (or, as we use it,
at the regional level) within Kentucky is generally available from 1987 to 2005. Data at the state level is generally available from
1987 to 2006. The advantage of this time period is that in our analysis we can compare several years prior to KERA as well as a
decade and a half following its implementation.

Part of our intent in preparing this report is examining how primary and secondary educational funding is spent in Ken-
tucky and how these patterns of spending might be related to where the money comes from. To do this effectively, we need to
consider specific categories of educational spending. The categories of spending on which we focus are relatively standard and
ones on which data is readily available: current, instructional, administrative, compensation, capital, and construction. Current
spending is defined to be all spending other than that on equipment, construction, property, community services, and debt financ-
ing. It includes spending on instruction, support services, and non-instructional services other than community services. It is
a frequently-used measure of resources devoted to students that has the advantage of reflecting resources for current students
and not obligations from past or future construction. Instructional spending includes teacher compensation, resources such as
textbooks used in instruction, spending on extracurricular activities, and library staff and resources.

Administrative spending is the combination of the CCD categories of General Administration and School Administration.
General administration includes compensation for school board staff and purchases of materials related to the operation of
school board functions. School administration includes spending on school-level administrative staff including principals, office
staff, and departmental chairs, as well as office supplies. Compensation includes both salary and benefits of all district employ-
ees. Capital outlays include both construction and property acquisitions. Construction includes all expenditures on renovation
or construction of school facilities.

In addition to our measures of expenditures, we also disaggregate revenues by their source: federal, state, and local. Local
revenues are funds collected by local governments, both the school district and other local agencies. These funds include property
and other taxes as well as other revenues from sales or rental of school property and equipment. They do not include grants or
transfers from higher-levels of government. State revenues are funds from the state government to the local educational associa-
tion (school district) generally in the form of grants-in-aid, revenue in lieu of taxes, and payments on behalf of the school districts.
Federal revenue is similarly defined—revenue from the federal government in the form of grants-in-aid to school districts.?

Structure of Report

In Section 2, we examine trends in educational spending in Kentucky. Kentucky has 174 public school districts; 120 of
them are county districts and fifty-four are independent. To make comparisons across the state and to better understand the
distributional impacts of KERA, we divide the state into four regions: North, East, South, and West. Figure 1.1 illustrates the
school districts in the Commonwealth, while Figure 1.2 shows the four regions of Kentucky with the Area Development Districts
(ADDs) included in these regions as well. In addition to making comparisons among these regions, we also compare finances
between the metropolitan and non-metropolitan districts in Kentucky which we loosely refer to as “urban” and “rural”. Figure
1.3 illustrates the division of Kentucky into metropolitan and non-metropolitan counties.

In Section 3 we compare trends in educational finance in Kentucky to other states. Again, we have two bases for compari-
sons. One is simply a comparison between Kentucky and the average of the rest of the states. The other comparison is between
Kentucky and the other states in the South-Central Census Division. Included in this division are Alabama, Arkansas, Kentucky,
Louisiana, Mississippi, Oklahoma, Tennessee, and Texas.
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Rather than comparing absolute spending, we compare spending per student for each of our spending categories. Our
measure of students is the average daily attendance (ADA) which is reported in the CCD. Further, as we are comparing spend-

ing over a relatively long period of time, we adjust our spending measures for inflation so that all spending figures are reported
in 2006 dollars.

FIGURE 1.1: SCHOOL DISTRICTS IN KENTUCKY
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FIGURE 1.2: REGIONS OF KENTUCKY
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FIGURE 1.3: METROPOLITAN REGIONS IN KENTUCKY

Recent Trends in Educational Spending in Kentucky

We begin by examining trends in educational spending in Kentucky, focusing on any differences in these trends between
metropolitan and non-metropolitan areas, which we loosely refer to as “urban” and “rural” and between four regions in which
we have divided the Commonwealth - North, South, East, and West.

Trends in Revenues

Table 2.1 lists average revenue per student by source (state, local, and federal) for all districts in the state, all metropolitan
(MSA) districts, and all non-metropolitan (Non-MSA) districts. Throughout this report, all dollar amounts have been adjusted
for inflation using the Consumer Price Index for Urban Consumers (CPI-U) and are reported in real 2006 dollars. As can be
seen in the table, revenue per student from all sources has increased substantially from 1987 to 2006 for both metropolitan and
non-metropolitan districts with the greatest change occurring in 1991 immediately following the passage of KERA. While both
metropolitan and non-metropolitan revenue increased, the greatest changes that occurred in both state and local revenues
for non-metropolitan districts are perhaps most striking. From 1987 to 2006, in non-metropolitan districts local revenue per
student increased by 173.3% compared to 118.0% in metropolitan districts and state revenue per student increased by 71.0%
in these districts compared to 45.0% in metropolitan districts. However as local revenue per student was substantially higher
in metropolitan districts in 1987, the increase in local revenues was $2,062 in metropolitan but only $1,188 in non-metropolitan
areas in Kentucky. In contrast, in 1987 state revenue per student was slightly higher ($280) in non-metropolitan Kentucky than
in metropolitan Kentucky while in 2006 it was $1,329 higher in non-metropolitan areas.

In Figure 2.1 we illustrate trends for all three sources of state revenue for Kentucky. Reflecting our earlier discussion, there
is very little change in the amount of federal revenue per student but substantial increases in both state and local revenue per
student. State revenue increased sharply following KERA and leveled off in the late 1990’s and early 2000’s. In contrast, local
revenue has seen steadier growth. Figure 2.2 illustrates the trend in local revenue per student for the Commonwealth (the line
labeled “state”) as well as for metropolitan and for non-metropolitan areas in the Commonwealth.* While both metropolitan
and non-metropolitan districts exhibit increasing real local revenue per student during this period, the figure shows that the
rate of growth in the non-metropolitan regions slowed after 1998 while rate of growth in metropolitan districts continued at
the same rate or perhaps even a faster rate after 1998.

Table 2.2 provides a breakdown of revenue per student for the four regions of Kentucky. Perhaps most interesting is the
pronounced difference in the rate of growth in local revenue in the most rural regions of Kentucky (East, West, and South)
and the more urban Northern region. Between 1987 and 2006 in the North, local revenue per student grew by 118% compared
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to a growth rate of at least 142% during the same time period in the other regions in the state. The rate of growth in state
revenue from 1987 to 2006 was also substantially greater in regions other than the North, with the East experiencing the great-
est increase in state revenues.

As was the case with our comparison of metropolitan and non-metropolitan Kentucky, when we compare regions accord-
ing to absolute growth in revenue per student we find the greatest growth in local revenue occurring in the North, the region
with the highest initial level of local revenue. The North also had the smallest growth in state revenue per student. Whereas
state revenue per student in 1987 was only about $240 less in the North than the other regions, by 2006 it was almost $1,000 less
than in the West, $1,200 less than in the South, and almost $1,800 less than in the East. In contrast, in 2006 local revenue per
student was almost $2,500 more in the North compared with the East, over $2,000 higher than in the South, and about $1,700
higher than in the West. Figure 2.3 illustrates the trends from 1987 to 2006 in local revenue per student for the four regions of
the Commonwealth. Although we find that local revenue per student has steadily increased throughout the Commonwealth
during this period, the rate of growth after 1998 decreased in all regions except the North, which led to an increased gap in
local revenue between the Northern region and the rest of the Commonwealth.

Trends in Spending

Given the substantial increases in revenue per student during the past twenty years in Kentucky, it should come as
no surprise that expenditures per student have increased as well. What is of more interest is understanding and document-
ing how they changed - that is, where the money has gone. In Table 2.3, we list expenditure per student for all districts and
for metropolitan and nonmetropolitan districts for the categories of current, instructional, administrative, capital, and other
spending. As current spending is a standard measure of educational spending, it is useful to begin by examining the trends
and differences in current spending among metropolitan and nonmetropolitan Kentucky. In 1987 metropolitan districts were
spending $590 more per student than non-metropolitan districts. By 2005 this difference had virtually disappeared with met-
ropolitan districts spending only $10 more per student. As we would expect, the greatest change in spending in both areas
occurred between 1990 and 1992 with the implementation of KERA.

Perhaps more interesting are the changes in instructional spending. In 1987, nonmetropolitan districts lagged metropolitan
districts in instructional spending by over $500 or 18%. By 2005 instructional spending per student was almost $200 higher in
nonmetropolitan districts. In Figure 2.4a we can see that by 1994, current expenditures per student were essentially identical
for metropolitan and nonmetropolitan Kentucky. A similar pattern is found in Figure 2.4b for instructional expenditures per
student.

We report three other categories of spending: administrative, capital, and other. Data on administrative expenditures
did not begin until 1990 so we obviously cannot track the growth in administrative spending prior to 1990. However, from 1990
to 2005 administrative spending per student increased by an average of 90.5% in the state, 81.6% in metropolitan Kentucky
and 101.4% in nonmetropolitan Kentucky. During the same period, the average increase in current expenditures per student
was 69.6% in the state, 58.9% in metropolitan Kentucky, and 82.1% in nonmetropolitan Kentucky. Figure 2.4c illustrates the
dramatic increase in administrative spending, showing that much of it occurred from 1994 to 1995 in both metropolitan and
nonmetropolitan Kentucky. The figure also shows that, like current and instructional spending, spending levels converged in
the two areas of the state.

Even more pronounced were the changes in capital spending. While, as Figure 2.4d shows, capital spending fluctuates
more than other forms of spending, from 1987 to 2005 it increased by an average of 429.8% in the state with a similar increase
in metropolitan and nonmetropolitan areas. The figure there was a surge of capital spending throughout the Commonwealth
in the mid 1990’s followed by a slowdown and then another increase in 2004.

Discerning trends in expenditures in the “other” category is more difficult as prior to 1990 administrative expenditures were
merged into this category. As a result it is more insightful to examine the trend from 1990, when administrative expenditures were
reported separately. Here, too, the rate of growth has been substantial, though relatively uniform, throughout the state (see Table 2.3).

As can be seen in Table 2.4 and Figures 2.5a through 2.5d, the four regions of Kentucky experienced similar trends in
spending. In the metropolitan North, the rate of growth in spending was smaller in all categories. As a consequence, after
the mid 1990’s spending patterns are similar throughout the state with the North and East spending the most per student. By
2005, current spending per student in the South ($7,529) was almost $600 less than it was in the East ($8,122) and $450 less than
in the North ($7,975). In 2005 average current spent per student in the West was $7,793. In 2005, the difference in instructional
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spending per student is less pronounced when the East spending $200 more per student than in the North, approximately $300
more than in the South and about $150 more than in the West.

A Summary of Trends in Kentucky Revenue and Spending

In the past twenty years, real educational spending in Kentucky has increased substantially. As federal revenue has re-
mained relatively constant and is a small share of total revenue, this has also meant a substantial increase in state and local
revenue. Spending has, for the most part, converged among metropolitan and nonmetropolitan Kentucky during this period,
with this convergence occurring following the passage and implementation of KERA in the early- and mid-1990’s. In addition
to a convergence in spending levels, the similarity in spending trends in metropolitan and nonmetropolitan Kentucky indicates
the degree of uniformity that KERA has imposed on spending patterns and local choices in education spending.

A somewhat different conclusion is arrived at when looking at regional differences in spending patterns. Here we find
that in the nonmetropolitan East current and instructional spending is somewhat higher than in the metropolitan North and
significantly higher than in the South. While there are differences in the levels, the trends in spending are still quite similar
among the four regions.

In all regions, there were also changes in the mix of spending. Instructional spending did not increase as much as admin-
istrative, capital, or other spending in percentage terms although, as the largest single share of the budget, it had the greatest
absolute increase. While capital and administrative spending did increase more than instructional spending in percentage
terms, some caution should taken in drawing conclusions from these changes as much less is spent on these functions, making
small absolute changes in spending seem more significant in terms of percentage changes.

However, KERA did not lead to convergence in the sources of revenue among metropolitan and nonmetropolitan regions
or between the metropolitan North and the less metropolitan East, South, and West. It did, however, significantly increase the
local contribution of nonmetropolitan districts and actually lowered the percentage of funds coming from the state.

How Does Kentucky Compare in Educational Finance?

In this section, we compare trends in primary and secondary revenues and expenditures in Kentucky during the past
twenty years to other states in the U.S. We begin by comparing Kentucky to an average of all states in the U.S. Next we com-
pare Kentucky to other states in the South-Central Census Region. In addition to Kentucky, this region includes Alabama,
Arkansas, Louisiana, Mississippi, Oklahoma, Tennessee and Texas.

Comparisons to the Average of States
Comparisons in Revenue

Table 3.1 shows revenue per student by source for all states as well as for Kentucky from 1988 to 2006. It also shows
the share of state and local revenue for all states and Kentucky. Figure 3.1 illustrates trends in state and local revenue shares
from 1988 to 2006. During this period, the trend in Kentucky’s sources of revenue was quite different from the average state.
Specifically, local revenue as a share of total revenue declined by an average of 5.5% for all states but increased by 34.4%
for Kentucky from 1988 to 2006. In contrast, while state revenue as a share of total revenue increased slightly for the average
state, in Kentucky it decreased by 12.3% during this period. While most states moved away from local financing, Kentucky,
primarily as a result of local funding requirements of $0.30 per $100 of property value in KERA—increased local revenue
contributions.

Comparisons in Expenditures

Tables 3.2a and 3.2b present a breakdown of expenditures for all states for the categories of total, current, instruc-
tional, capital, and construction expenditures and compensation per student and as a share of current expenditures or total
expenditures. Real current spending per student increased by $3,017 for the average state from 1987 to 2006, a 42.8% increase.
For Kentucky, whose per-student expenditures are given per student in Table 3.3a and as share of total or current spending in
Table 3.3b, current spending increased by $4,124 or 85.0% during the same period, reducing the difference in current spending
per student between Kentucky and the U.S. from $2,199 in 1987 to $1,092 in 2006. The increases in instructional spending in the
U.S. and Kentucky, both in absolute and percentage terms, are closer, with the average state increasing instructional spending
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by $1,710 (39.1%) and Kentucky increasing it by $1,792 (50.5%) from 1987 to 2006. For instructional spending Kentucky lagged
the U.S. average by $828 in 1987 and by $747 in 2006 - a much smaller narrowing of the gap.

As shown in Table 3.2b, how spending is allocated has remained relatively unchanged for all states, with instructional
spending as a percentage of total spending decreasing from 54.8% in 1989 to 52.4% in 2006 and administration spending de-
creasing as well from 7.9% in 1989 to 6.8% in 2006. Only construction, as a share of total expenditure, increased significantly
during this period. Compensation has remained relatively steady. In contrast, in Kentucky instructional spending as a share
of total expenditures has decreased significantly, from 56.6% in 1987 to 50.9% in 2006. Capital, as a share of total expenditures,
has significantly increased, from 4.8% in 1989 to 11.1% in 2006. Construction went from almost nonexistent in 1989 to 8.0% of
total expenditures in 2006.

Figure 3.2 illustrates the trends in current and instructional spending for Kentucky and the U.S. The figure suggests a
narrowing of the gap in both current and instructional spending from 1987 to 2001, although the gap diminished much more
for current spending. From 2001 to 2006, the gap somewhat widened for both categories.

Figure 3.3 compares administrative and capital spending per student. Kentucky is very similar in trend and level for admin-
istrative spending for most of this period. Both the U.S. and Kentucky saw dramatic increases in capital spending with the U.S.
average being a more gradual increase, no doubt in part due to the fact that it is an average of all states’ capital spending trends.

Finally, trends in compensation, as measured per student rather than per teacher, are illustrated in Figure 3.4. Here, as
with instructional and current spending, there is a significant decrease in the gap between Kentucky and the U.S. from 1989
to 1997. In 2002, the gap widened somewhat but narrowed again in 2006.

Pupil-Teacher Ratios

A frequent measure of primary and secondary educational inputs is the pupil-teacher ratio. Pupil-teacher ratios for
the U.S. and Kentucky are reported in Table 3.4 and graphed in Figure 3.5. As can be seen in Figure 3.5, Kentucky had a
significantly higher pupil-teacher ratio than the U.S. (18.6 pupils per teacher in Kentucky compared to 17.4 in the U.S.) in
1987. For both the U.S. and Kentucky’s rates decreased from 1987-2000 with Kentucky’s declining steeply enough to match the
national average by the end of that period. However, since 2000, while the pupil-teacher ratio in the U.S. continued to decline,
the pupil-teacher ratio increased in Kentucky so that by 2006 there is again a gap in the ratio between Kentucky and the U.S.
of 0.8 pupils per teacher.

Comparisons with Central South States

In addition to comparing Kentucky to the U.S. average we also compare it to states in the Central-South Census division.
While it is not obvious that this is the ideal set of states to which Kentucky should be compared, they have the advantage of
being familiar to many in Kentucky having some similar economic and demographic conditions.

Comparisons of Revenue

Tables 3.5a and 3.5b report the share of total revenue from local, state, and federal sources from 1988 to 2006 for states in
the South Central region. At the start of the period, Kentucky’s local share was 23.2%, which was similar to the local share in
Alabama (22.4%), Mississippi (24.5%), and Oklahoma (25.4%). However, the share of local revenue grew faster in Kentucky
than in these other states, so that in 2006 Kentucky’s share (31.1%) was equal to Oklahoma, slightly above Alabama (30.9%),
and noticeably larger than Mississippi (28.3%). In contrast, throughout the period Tennessee and Texas relied on local revenue
for more than 40% of total revenue. These trends can also be seen in Figures 3.6a and 3.6b. All states except Arkansas experi-
enced a decline in state revenue as a share of total revenue. In Alabama the share of state revenue remained relatively constant
over this period. Kentucky, Arkansas, and Alabama had similar shares of federal funding at the start and end of the period,
whereas Louisiana, Mississippi, Oklahoma, and Texas experienced dramatic increases in their share of federal funding.

Comparisons in Expenditures

Figures 3.7a and 3.7b document trends in current expenditures per pupil during the 1987 to 2006 period. Kentucky’s current
expenditures grew at a much faster pace that the other three East South Central states (Alabama, Mississippi, Tennessee).
By 2006, Kentucky spent nearly $1,000 more per pupil than each of the other three states. In that same year, Kentucky spent
marginally more than the four West South Central states. Closer inspection of the trends in Tables 3.6a and 3.6b show that in
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1991, after the passage of KERA, Kentucky’s expenditures were second only to Texas. In subsequent years, Kentucky continued
to spend more than all of the states in the South Central region, including Texas.

This pattern of spending also holds for the different categories of expenditures. Figures 3.8a and 3.8b illustrate the trend
in instructional spending. Again, Kentucky spends much more than its three East South Central neighbors, and it spends
slightly more than each of the four West South Central States. It is interesting to note that Texas actually decreased instruc-
tional expenditures starting in 2004, so that Arkansas is now the second-leading state in instructional spending.

Figures 3.9a and 3.9b show that Kentucky also is a high-expenditure state with respect to administrative expenses. By
1993, the third year of KERA, Kentucky had the highest administrative expenditures per student and it remained the highest
spending state in terms of administrative expenses until 2006, when spending in Alabama surpassed spending in Kentucky.

As shown in Tables 3.6a and 3.6b and in Figures 3.10a and 3.10b, Kentucky has relatively low expenditures on capital
relative to its South Central neighbors. States varied dramatically in the amounts spent per pupil on capital expenditures. This
variation reflects several factors such as the quality of the education capital stock, the rate of school-age population growth,
and each state’s attitudes and laws regarding school bonds.

Comparisons in Pupil-Teacher Ratios

Section 3.1 illustrated that Kentucky had high pupil-teacher ratios in the late 1980’s, but with the passage of KERA,
Kentucky’s averages have become similar to the national average. However, Kentucky’s pupil-teacher ratio has grown relative
to the national average in recent years.

Table 3.7a and 3.7b compares Kentucky’s pupil-teacher ratios to that of other South Central states with Figure 3.11a
giving the trends in pupil-teacher ratios for the East South Central states and Figure 3.11b giving them for the West South
Central states. At the start of the period, 1987, Kentucky’s per-pupil ratio (18.6) was similar to its neighbors. Oklahoma had
the smallest ratio (16.9) and Tennessee (19.9) had the largest. Kentucky remained similar to these other states until 2001,
when the ratio increased by more than a student to 16.8. This increase gave Kentucky the largest ratio; Mississippi was second
largest at 16.1. Kentucky had the highest pupil-teacher ratios in the South Central region for the next five years, although the
ratios in Kentucky and Tennessee were both 16.0 in 2006. Thus, Kentucky has a higher pupil-teacher ratio than both its South
Central neighbors and the nation as a whole.

Conclusion

While per-pupil spending in Kentucky has risen since the passage of KERA, the main effect of KERA appears to be equal-
izing differences in education spending across regions of the state and equalizing the sources of educational revenue for districts in
different parts of the state. Since 1990 differences in educational spending per pupil between urban and rural areas of the state have
all but disappeared. While disparities in spending have equalized, differences in the sources of funding have not. Urban districts
are now obtaining over 40% of their funding from local taxes while rural districts obtain only around 20% of their funding from lo-
cal sources. Even though districts in all areas of the Commonwealth tend to have similar spending patterns, it is still possible that
the lower level of local control over districts in rural areas of Kentucky could impact educational outcomes in these districts. In our
subsequent report we will examine how differences in the sources of education funding affect outcomes.

Although local revenues now make up a much greater share of total revenue in Kentucky than before KERA, local rev-
enues still compose a much smaller share of total revenue; 31.1% in Kentucky in 2006, compared to an average of 47.8% for the U.S.
Total spending per student. Kentucky was still below the U.S. average by $1,113 in 2006, but this amount is a significant reduction in
the gap of $3,471 that existed in 1989. In fact, in 2006 Kentucky had the highest current spending per student of any of the South-
Central states. Even though Kentucky’s level of spending may be somewhat higher than other states in the South-Central, its al-
location of spending appears to be quite similar to the allocations in other South Central states.
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TABLE 2.1: REVENUE PER STUDENT BY SOURCE FOR STATE, METROPOLITAN (MSA), AND NONMETROPOLITAN
(NON-MSA) AREAS WITHIN KENTUCKY

Local State Federal
Year State MSA Non-MSA | State MSA Non- | State MSA | Non-MSA
1987 1,213 1,748 685 | 3,418 3,277 3,557
1988 1,470 1,923 774 3,536 3,428 3,701 489 432 577
1989 1,499 1,998 780
1990 1,329 1,899 750 3,096 3,005 3,188 508 401 616
1991 1,541 2,031 813 | 4,026 3,785 4,384
1992 1,579 2,094 1,045 | 3,655 3,360 3,960 645 552 741
1993 1,810 2,305 1,084 | 4,361 4,087 4,763 618 551 717
1994 1,921 2,433 1,164 | 4,334 4,058 4,742 662 610 739
1995 2,020 2,556 1,443 | 4,588 4,179 5,029 647 529 774
1996 2,100 2,640 1,513 | 4,566 4,174 4,992 613 532 701
1997 2,233 2,815 1,602 | 4,752 4,304 5,239 682 563 811
1998 2,227 2,846 1,531 | 4,636 4,193 5,132 707 609 817
1999 2,327 2,919 1,657 | 4,915 4,433 5,462 722 597 863
2000 2,401 3,067 1,646 | 4,361 4,396 5,390 794 677 928
2001 2,475 3,184 1,665 | 4,954 4,447 5,533 810 686 952
2002 2,506 3,254 1,656 | 4,944 4,486 5,464 876 744 1,026
2003 2,550 3,310 1,675 | 5,060 4,521 5,682 878 679 1,107
2004 2,637 3,416 1,730 | 5,018 4,458 5669 | 1,026 890 1,185
2005 2,723 3,501 1,809 | 5,070 4,487 5756 | 1,050 918 1,204
2006 2,925 3,810 1,873 | 5,359 4,752 6,081 | 1,060 936 1,207

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 2.2: REVENUE PER STUDENT BY SOURCE FOR REGIONS OF KENTUCKY

Local State Federal

Year | East | North [ South | West | East | North | South | West [ East | North [ South | West
1987 652 | 1,860 775 887 | 3514 | 3275 | 3512 3,540

1988 721 2,104 841 1,109 | 3,749 3,395 3,658 | 3,564 647 418 512 470
1989 719 2,147 1,039 1,032

1990 638 2,003 833 1,142 | 3,164 2,992 3,195 | 3,160 682 389 550 510
1991 728 | 2,221 946 | 1,056 | 4,540 | 3,720 | 4,328 | 4,039

1992 913 2,211 1,160 1,340 | 4,081 3,343 3,849 | 3,631 817 554 661 607
1993 933 | 2,490 | 1,263 | 1,417 | 5,006 | 4,045 | 4,548 | 4,281 800 549 636 571
1994 | 1,006 | 2,626 | 1,361 | 1,492 | 5,019 | 4,000 | 4,523 | 4,270 829 618 622 624
1995 | 1,333 | 2,688 | 1,587 | 1,663 | 5,194 | 4,121 | 4,899 | 4,642 828 532 666 675
1996 | 1,344 | 2,779 | 1,626 | 1,841 | 5,208 | 4,117 | 4,843 | 4,567 814 528 618 551
1997 | 1,458 | 2,940 | 1,696 | 1,984 | 5421 | 4,208 | 5,082 | 4,933 909 573 693 643
1998 | 1,352 | 2975 | 1,642 | 1,976 | 5,396 | 4,094 | 4,892 | 4,830 913 607 710 698
1999 | 1,502 | 3,043 | 1,725 | 2,088 | 5,708 | 4,329 | 5,235 | 5,146 968 591 731 743
2000 | 1,443 | 3,096 | 1,763 | 2,160 | 5,632 | 4,286 | 5,176 | 5,02 | 1,044 679 779 798
2001 | 1,437 | 3,333 | 1,817 | 2,147 | 5,803 | 4,330 | 5,314 | 5,198 | 1,088 676 833 793
2002 | 1,422 | 3421 | 1,816 | 2,133 | 5,724 | 4,380 | 5,247 | 5,162 | 1,176 733 895 854
2003 | 1,438 | 3,499 | 1,819 | 2,129 | 5,959 | 4,403 | 5,401 | 5,373 | 1,280 651 966 | 890
2004 | 1,471 | 3,625 | 1,884 | 2,158 | 5,954 | 4,334 | 5,368 | 5371 | 1,378 888 | 1,012 971
2005 | 1,516 | 3,717 | 1,993 | 2,227 | 6,022 | 4,382 | 5434 | 5428 | 1,301 925 | 1,024 988
2006 | 1,579 | 4,064 | 2,007 | 2,359 | 6,333 | 4,650 | 5,831 | 5,640 | 1,373 948 | 1,041 998

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

December 2008 17



Educational Spending: Kentucky vs. Other States

TABLE 2.3: EXPENDITURES PER STUDENT BY TYPE FOR STATE, METROPOLITAN (MSA), AND NONMETROPOLITAN
(NON-MSA) AREAS WITHIN KENTUCKY

Current Instructional Administrative Capital Other
Year | State [ MSA | NOU- | State | Msa | DO | State | Msa | DO | State | Msa | MO | state | Msa [ Nk
1987 | 4,303 | 4,600 | 4,010 [ 3,034 3,290 | 2,780 250 279 221 232 261 204
1988 | 4,684 | 5,020 | 4,169 [ 3,341 3,596 | 2,950 253 273 221 278 305 238
1989 | 4,716 | 5,034 | 4,256 | 3,367 3,632 | 2,983 274 316 213 123 128 115
1990 | 4,657 | 4,973 | 4,335 | 2,806 3,007 | 2,602 323 344 302 227 243 211 112 122 101
1991 | 5,250 | 5,480 | 4,908 [ 3,192 3,335 | 2,979 426 420 434 223 239 198
1992 | 5,154 | 5,275 | 5,027 | 2,988 3,107 | 2,865 376 385 366 304 293 316 133 147 119
1993 | 5,287 | 5,378 | 5,154 | 3,038 3,129 | 2,904 368 374 360 364 345 392 128 133 121
1994 | 5,453 | 5,549 | 5,312 | 3,147 3,243 | 3,005 383 392 369 352 336 375 135 145 121
1995 | 6,616 | 6,507 | 6,733 [ 3,893 3,893 | 3,893 508 496 521 296 258 338 120 137 101
1996 | 6,698 | 6,629 | 6,774 | 3,959 3,939 | 3,980 530 529 531 831 936 717 149 155 142
1997 | 6,969 | 7,033 | 6,900 | 4,231 4,276 | 4,183 576 551 603 647 659 634 165 180 149
1998 | 6,800 | 6,837 | 6,759 | 4,068 4,039 | 4,101 582 557 611 769 840 689 155 171 136
1999 | 7,105 | 7,178 | 7,022 | 4,253 4,222 | 4,288 597 578 618 908 957 851 175 191 157
2000 | 7,238 | 7,311 | 7,155 | 4,364 4,370 | 4,359 617 604 632 958 | 1,066 836 197 217 174
2001 | 7,437 | 7,478 | 7,391 | 4,483 4,473 | 4,494 630 616 646 284 267 304 181 204 154
2002 | 7,748 | 7,905 | 7,569 | 4,683 4,737 | 4,620 647 627 669 263 239 291 172 189 152
2003 | 7,744 | 7,764 | 7,720 | 4,684 4,620 | 4,757 657 653 662 221 213 231 224 236 211
2004 | 7,832 | 7,933 | 7,714 | 4,604 4,605 | 4,603 635 632 639 844 724 983 216 227 204
2005 | 7,898 | 7,902 | 7,892 | 4,653 4,572 | 4,749 617 624 608 | 1,204 | 1,242 1,161 239 251 225

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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Appendix

FIGURE 2.1: REVENUE BY SOURCE FOR KENTUCKY SCHOOL DISTRICTS
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Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

FIGURE 2.2: LOCAL REVENUE PER STUDENT FOR STATE, METROPOLITAN (MSA), AND NONMETROPOLITAN
(NON-MSA) AREAS WITHIN KENTUCKY
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FIGURE 2.3: LOCAL REVENUE PER STUDENT FOR REGIONS OF KENTUCKY
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Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

FIGURE 2.4A: TOTAL EXPENDITURES PER STUDENT FOR STATE, METROPOLITAN (MSA), AND NONMETROPOLITAN
(NON-MSA) AREAS WITHIN KENTUCKY
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FIGURE 2.4B: INSTRUCTIONAL EXPENDITURES PER STUDENT FOR STATE, METROPOLITAN (MSA), AND

NONMETROPOLITAN (NON-MSA) AREAS WITHIN KENTUCKY
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FIGURE 2.4C: ADMINISTRATIVE EXPENDITURES PER STUDENT FOR STATE, METROPOLITAN (MSA), AND

NONMETROPOLITAN (NON-MSA) AREAS WITHIN KENTUCKY
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FIGURE 2.4D: CAPITAL EXPENDITURES PER STUDENT FOR STATE, METROPOLITAN (MSA), AND
NONMETROPOLITAN (NON-MSA) AREAS WITHIN KENTUCKY
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Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

FIGURE 2.5A: TOTAL EXPENDITURES PER STUDENT FOR REGIONS OF KENTUCKY
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FIGURE 2.5B: INSTRUCTIONAL EXPENDITURES PER STUDENT FOR REGIONS OF KENTUCKY
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FIGURE 2.5C: ADMINISTRATIVE SPENDING PER STUDENT FOR REGIONS OF KENTUCKY
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FIGURE 2.5D: CAPITAL EXPENDITURES PER STUDENT FOR REGIONS OF KENTUCKY
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TABLE 3.1: REVENUE PER STUDENT AND SHARE OF TOTAL REVENUE, U.S. AND KENTUCKY

Revenue Per Student Share of Total Revenue
U.S. Kentucky U.S. Kentucky
Year Local State | Federal Local State Federal Local State Local State
1988 3,457 3,656 515 714 2,010 359 45.3 47.9 23.2 65.2
1989 3,889 3,807 550 734 2,270 333 47.2 46.2 22.0 68.0
1990 4,064 3,865 557 810 2,370 340 47.9 45.5 23.0 67.3
1991 4,090 3,937 563 944 2,690 383 47.6 45.8 23.5 67.0
1992 4,095 3,906 598 961 2,810 424 47.6 45.4 22.9 67.0
1993 4,067 3,960 636 977 2,860 430 46.9 45.7 22.9 67.0
1994 4,111 3,997 637 1,030 2,850 446 47.0 45.7 23.8 65.9
1995 4,088 4,136 620 1,060 2,810 396 46.2 46.8 24.8 65.9
1996 4,039 4,207 601 1,180 2,920 373 45.7 47.6 26.4 65.3
1997 4,099 4,293 621 1,320 2,980 439 45.5 47.6 27.9 62.9
1998 4,193 4,437 688 1,390 3,000 465 45.0 47.6 28.6 61.8
1999 4,190 4,717 736 1,470 3,130 469 43.5 48.9 29.0 61.7
2000 4,174 4,917 799 1,490 3,090 510 42.2 49.7 29.3 60.7
2001 4,404 5,190 707 1,540 3,070 509 42.8 50.4 30.1 60.0
2002 4,497 5,323 806 1,560 3,120 551 42.3 50.1 29.8 59.6
2003 4,551 5,239 993 1,600 3,080 555 42.2 48.6 30.6 58.8
2004 4,728 5,238 1,083 1,660 3,090 659 42.8 47.4 30.7 57.1
2005 4,793 5,343 1,104 1,720 3,140 679 42.6 47.5 31.1 56.7
2006 4,964 5,614 1,012 1,840 3,380 691 42.8 48.4 31.1 57.2

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 3.2A: EXPENDITURES PER STUDENT BY FUNCTION, U.S.

Year Total Current | Instruction Administration Compensation Capital Construction

1987 7,050 4,377

1988 7,203 4,499

1989 8,322 7,500 4,561 658 5,906 601 140
1990 8,616 7,671 4,596 695 6,091 689 171
1991 8,777 7,774 4,670 694 6,184 729 193
1992 8,800 7,767 4,708 685 6,365 720 319
1993 8,782 7,777 4,737 671 6,414 700 353
1994 8,867 7,845 4,779 671 6,458 721 371
1995 8,961 7,907 4,865 663 6,498 755 382
1996 9,015 7,883 4,848 658 6,458 836 468
1997 9,189 7,989 4,929 659 6,514 900 506
1998 9,457 8,201 5,035 661 6,630 940 528
1999 9,797 8,460 5,179 678 6,798 1,014 564
2000 10,045 8,658 5,277 694 6,951 1,050 655
2001 10,440 8,983 5,474 709 7,179 1,094 730
2002 10,868 9,318 5,692 740 7,488 1,192 787
2003 11,024 9,498 5,796 747 7,629 1,132 794
2004 11,152 9,641 5,894 756 7,718 1,109 764
2005 11,305 9,794 5,958 775 7,822 1,091 780
2006 11,606 10,067 6,087 788 7,994 1,138 796

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

TABLE 3.2B: EXPENDITURES PER STUDENT AS PERCENTAGE OF TOTAL EXPENDITURES, BY FUNCTION, U.S.

Year Current Instruction Administration Compensation Capital Construction
1989 90.1 54.8 7.9 71.0 7.2 1.7
1990 89.0 53.3 8.1 70.7 8.0 2.0
1991 88.6 53.2 7.9 70.5 8.3 2.2
1992 88.3 53.5 7.8 72.3 8.2 3.6
1993 88.6 53.9 7.6 73.0 8.0 4.0
1994 88.5 53.9 7.6 72.8 8.1 4.2
1995 88.2 54.3 7.4 72.5 8.4 4.3
1996 87.4 53.8 7.3 71.6 9.3 5.2
1997 86.9 53.6 7.2 70.9 9.8 5.5
1998 86.7 53.2 7.0 70.1 9.9 5.6
1999 86.3 52.9 6.9 69.4 10.4 5.8
2000 86.2 52.5 6.9 69.2 10.5 6.5
2001 86.0 52.4 6.8 68.8 10.5 7.0
2002 85.7 52.4 6.8 68.9 11.0 7.2
2003 86.2 52.6 6.8 69.2 10.3 7.2
2004 86.4 52.9 6.8 69.2 9.9 6.8
2005 86.6 52.7 6.9 69.2 9.7 6.9
2006 86.7 52.4 6.8 68.9 9.8 6.9

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 3.3A: EXPENDITURES PER STUDENT, BY FUNCTION, KENTUCKY

Year Total Current Instruction Administration Compensation Capital Construction

1987 4,851 3,548

1988 5,131 3,805

1989 5,851 5,442 3,314 541 4,547 282

1990 6,152 5,777 3,449 567 4,732 247

1991 6,939 6,444 3,838 640 5,265 345 13
1992 7,299 6,780 4,154 676 5,765 359 10
1993 7,368 6,797 4,125 688 5,850 416 97
1994 7,506 6,948 4,161 712 5,851 401 87
1995 7,454 6,901 4,127 714 5,820 388 70
1996 7,746 7,125 4,364 720 6,067 417 85
1997 8,065 7,447 4,523 704 6,311 388 80
1998 8,163 7,575 4,632 632 6,359 343 73
1999 8,512 7,866 4,787 679 6,575 382 74
2000 8,579 7,943 4,850 694 6,673 365 53
2001 8,756 8,166 5,004 710 6,869 339 57
2002 9,035 8,445 5,182 726 7,120 315 42
2003 9,017 8,468 5,168 729 7,168 257 41
2004 9,748 8,512 5,156 684 7,227 924 630
2005 10,315 8,649 5,195 671 7,314 1,320 995
2006 10,493 8,975 5,340 690 7,597 1,161 843

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

TABLE3.3B: EXPENDITURESPERSTUDENTAS PERCENTAGE OF TOTAL EXPENDITURES, BY FUNCTION, KENTUCKY

Year Current Instruction Administration Compensation Capital Construction
1989 93.0 56.6 9.2 7.7 4.8 0.1
1990 93.9 56.1 9.2 76.9 4.0 0.1
1991 92.9 55.3 9.2 75.9 5.0 0.2
1992 92.9 56.9 9.3 79.0 4.9 0.1
1993 92.3 56.0 9.3 79.4 5.7 1.3
1994 92.6 55.4 9.5 77.9 5.3 1.2
1995 92.6 55.4 9.6 78.1 5.2 0.9
1996 92.0 56.3 9.3 78.3 5.4 1.1
1997 92.3 56.1 8.7 78.2 4.8 1.0
1998 92.8 56.7 7.7 77.9 4.2 0.9
1999 92.4 56.2 8.0 77.2 4.5 0.9
2000 92.6 56.5 8.1 77.8 4.3 0.6
2001 93.3 57.1 8.1 78.4 3.9 0.6
2002 93.5 57.4 8.0 78.8 3.5 0.5
2003 93.9 57.3 8.1 79.5 2.9 0.5
2004 87.3 52.9 7.0 74.1 9.5 6.5
2005 83.9 50.4 6.5 70.9 12.8 9.6
2006 85.5 50.9 6.6 72.4 1.1 8.0

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 3.4: PUPIL-TEACHER RATIOS FOR THE U.S. AND KENTUCKY

Year U.S. | Kentucky
1987 17.4 18.6
1988 17.2 18.2
1989 17.0 17.8
1990 16.9 17.7
1991 16.9 17.3
1992 16.9 17.2
1993 16.9 17.3
1994 16.9 17.6
1995 16.8 17.0
1996 16.8 16.9
1997 16.7 16.7
1998 16.5 16.5
1999 16.1 16.1
2000 15.7 15.4
2001 15.6 16.8
2002 15.4 16.2
2003 15.5 16.3
2004 15.5 16.1
2005 15.4 16.3
2006 15.2 16.0

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 3.6A: EXPENDITURES PER STUDENT BY FUNCTION, EAST SOUTH CENTRAL STATES

Current Instructional Administrative Capital

Year AL KY MS TN AL KY MS TN AL KY MS TN AL KY MS TN
1987 4,566 4,851 4,170 5,017 2,906 3,548 2,589 3,507
1988 | 4,631 | 5,131 | 4,342 | 5229 | 2,949 [ 3,805 | 2,737 | 3,709
1989 5,197 5,442 4,651 5,676 3,222 3,314 2,948 3,609 448 541 423 464 532 282 400 362
1990 5,132 5,777 4,772 5,651 3,195 3,449 3,026 3,652 443 567 447 466 530 247 342 424
1991 5,368 6,444 4,717 5,597 3,344 3,838 2,959 3,450 460 640 442 431 426 345 350 372
1992 5,196 6,780 4,663 5,305 3,226 4,154 2,914 3,376 439 676 426 416 341 359 399 432
1993 5,247 6,797 4,719 5,971 3,264 4,125 2,939 3,386 429 688 413 458 417 416 385 442
1994 | 5,491 | 6,948 | 4,979 | 5,644 | 3,434 | 4,161 | 3,077 | 3,629 | 444 | 72| 440| 449 467 401 466 490
1995 5,827 6,901 5,397 5,805 3,671 4,127 3,364 3,748 474 714 455 444 476 388 531 648
1996 6,060 7,125 5,461 5,844 3,801 4,364 3,403 3,727 492 720 465 454 547 417 636 727
1997 6,159 7,447 5,417 6,294 3,774 4,523 3,324 4,081 542 704 469 467 742 388 649 729
1998 | 6,389 | 7,575 | 5,658 | 6522 | 3,903 | 4,632 | 3,470 | 4241 | 565 | 632| 493| 47m 818 343 873 732
1999 6,670 7,866 5,895 6,681 4,127 4,787 3,558 4,368 587 679 514 475 892 382 1,201 965
2000 6,742 7,943 6,270 6,834 4,161 4,850 3,828 4,456 600 694 546 486 1,076 365 864 1,031
2001 6,889 8,166 6,300 6,953 4,248 5,004 3,806 4,479 601 710 555 494 842 339 554 1,213
2002 | 7,000 [ 8445 | 6409 | 7257 | 4342 5,182 | 3,860 | 4,732 | 619| 76| 578 515 795 315 484 | 1,014
2003 7,277 8,468 6,778 7,312 4,404 5,168 4,056 4,700 645 729 605 537 679 257 500 826
2004 7,270 8,512 7,045 7,520 4,367 5,156 4,225 4,818 637 684 620 543 684 924 517 693
2005 7,545 8,649 7,220 7,666 4,468 5,195 4,314 4,949 658 671 630 571 751 1,320 447 557
2006 | 7,980 [ 8,975 | 7,699 | 7,580 | 4,667 | 5,340 | 4,550 | 4,873 | 709 | 690 | 647 | 574 936 | 1,161 524 627

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education
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TABLE 3.7A: PUPIL-TEACHER RATIOS FOR EAST CENTRAL SOUTH STATES

Year | Alabama Kentucky | Mississippi | Tennessee
1987 19.8 18.6 19.0 19.9
1988 19.3 18.2 18.8 19.6
1989 18.7 17.8 18.4 19.3
1990 18.1 17.7 18.2 19.1
1991 19.9 17.3 17.9 19.2
1992 17.8 17.2 17.9 19.4
1993 17.4 17.3 18.2 19.6
1994 17.1 17.6 17.8 18.8
1995 17.2 17.0 17.5 18.6
1996 16.9 16.9 17.5 16.7
1997 16.6 16.7 17.2 16.5
1998 16.3 16.5 17.1 16.5
1999 15.7 16.1 16.1 15.3
2000 15.2 15.4 16.3 15.1
2001 15.4 16.8 16.1 15.9
2002 15.8 16.2 15.8 15.8
2003 15.7 16.3 15.6 15.8
2004 12.6 16.1 15.1 15.7
2005 14.2 16.3 15.8 15.7
2006 12.8 16.0 15.7 16.0

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

TABLE 3.7B: PUPIL-TEACHER RATIOS FOR WEST CENTRAL SOUTH STATES

Year | Arkansas | Louisiana Oklahoma Texas
1987 17.5 18.5 16.9 17.2
1988 17.1 18.5 16.9 17.3
1989 15.7 18.2 16.5 16.7
1990 17.0 17.6 16.2 16.7
1991 16.8 17.3 15.6 15.4
1992 17.0 17.2 15.6 15.8
1993 17.0 17.0 15.5 16.1
1994 17.1 17.1 15.5 16.0
1995 17.1 16.8 15.5 15.7
1996 17.1 17.0 15.7 15.6
1997 17.1 16.8 15.7 15.5
1998 17.0 16.0 15.5 15.3
1999 16.2 15.6 15.4 15.2
2000 14.4 15.1 15.1 14.9
2001 14.1 14.9 15.1 14.8
2002 13.6 14.6 14.9 14.7
2003 14.9 14.6 15.4 14.8
2004 14.7 14.4 16.0 15.0
2005 14.8 14.7 15.6 15.0
2006 14.4 14.7 15.2 15.0

Source: Authors’ calculations based on Common Core of Data, U.S. Department of Education

December 2008 33



Educational Spending: Kentucky vs. Other States

FIGURE 3.1: STATE AND LOCAL SHARES OF TOTAL REVENUE, U.S. AND KENTUCKY
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FIGURE 3.2: CURRENT AND INSTRUCTIONAL SPENDING PER STUDENT, U.S. AND KENTUCKY
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FIGURE 3.3: ADMINISTRATIVE AND CAPITAL EXPENDITURES PER STUDENT, U.S. AND KENTUCKY
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FIGURE 3.4: COMPENSATION PER STUDENT, U.S. AND KENTUCKY
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FIGURE 3.5: PUPIL-TEACHER RATIOS, U.S. AND KENTUCKY
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FIGURE 3.6A: LOCAL REVENUE AS A PERCENTAGE OF TOTAL REVENUE, EAST SOUTH CENTRAL STATES
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FIGURE 3.6B: LOCAL REVENUE AS A PERCENTAGE OF TOTAL REVENUE, WEST SOUTH CENTRAL STATES
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FIGURE 3.7A: CURRENT EXPENDITURES PER STUDENT, EAST SOUTH CENTRAL STATES
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FIGURE 3.7B: CURRENT EXPENDITURES PER STUDENT, WEST SOUTH CENTRAL STATES
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FIGURE 3.8A: INSTRUCTIONAL EXPENDITURES PER STUDENT, EAST SOUTH CENTRAL STATES
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FIGURE 3.8B: INSTRUCTIONAL EXPENDITURES PER STUDENT, WEST SOUTH CENTRAL STATES
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FIGURE 3.9A: ADMINISTRATIVE EXPENDITURES PER STUDENT, EAST SOUTH CENTRAL STATES
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FIGURE 3.9B: ADMINISTRATIVE EXPENDITURES PER STUDENT, WEST SOUTH CENTRAL STATES
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FIGURE 3.10A: CAPITAL EXPENDITURES PER STUDENT, EAST SOUTH CENTRAL STATES
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FIGURE 3.10B: CAPITAL EXPENDITURES PER STUDENT, WEST SOUTH CENTRAL STATES
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FIGURE 3.11A: PUPIL-TEACHER RATIOS, EAST SOUTH CENTRAL STATES
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FIGURE 3.11B: PUPIL-TEACHER RATIOS, WEST SOUTH CENTRAL STATES
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Endnotes

' This discussion borrows heavily from Hoyt (1999).
2 The Mill Rate is the tax per dollar of assessed value of property. The rate is expressed in “mills”, where one mill is one-tenth of a cent ($0.001)
¢ These descriptions of expenditure and revenue categories are based on the descriptions found in our source of data, the CCD.

“ Note that the line labeled “state” in the figure now refers to the amount of local revenue per student in the state of Kentucky. Thus, the “state”
label refers to the state of Kentucky, not to the source of funding - the source of funding in the figure is local.
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