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Money Matters: Increased Education Investment Linked to
Higher Achievement
By Claire Suggs, Senior Education Policy Analyst
Money invested in student learning matters. This is the conclusion most researchers reach after examining the relationship
between funding and student achievement. It means Georgia is headed in the wrong direction as ongoing austerity cuts
slashed $8.3 billion from state public school funding since 2003. Students across the state suffer the effects of these cuts,
which include school years shortened, art and music programs cut, elective courses eliminated, and support programs
for struggling students reduced. The cuts also undermine promising state policies to strengthen curriculum and enhance
instruction. Money is not the only factor in student learning. The way money is used is equally important. But it is an
essential factor. If Georgia’s students are to be college and career ready, particularly the 62 percent who are economically
disadvantaged,1 the state must invest the resources needed to get them there.
This report will describe deep cuts in state funding for Georgia’s public schools in recent years and present research that
shows the link connecting school funding to student outcomes. It concludes with a brief discussion of how funds can be spent
to increase student learning.

Shrinking State Funds: Why Money Matters in Georgia
State money is distributed to school districts through the Quality Basic Education formula. The formula is used to determine
how much money each district needs based on data that tracks student enrollment and participation in academic programs
such as gifted and talented, special education, and career and technical education. After the General Assembly approved the
formula in 1985, the state provided the full amount it called for until 2003. State lawmakers allotted less than the calculated
amount every year since then.
The gap between the amount calculated by the formula and the amount delivered by the Legislature is commonly known as an
austerity cut. The austerity cut for the 2015 school year is $746 million. From 2010 to 2014 lawmakers imposed an austerity
cut of $1 billion each year. State funding per student fell an inflation-adjusted 12 percent since 2002 as a result of these cuts.
School districts are not able to make up for the loss of state funds. Local district revenues fell along with property values during
the Great Recession. Property taxes are the source of most local dollars for schools.
The combined state and local funding losses leave Georgia trailing most states in its public school investment. Georgia spent
$9,247 per student in the 2012 fiscal year, the most recent year federal data are available.2 That was $1,361 less than the
national average as the state ranked 35th in spending per student.
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Summary of Research Findings
Most researchers who study the link between spending and student learning find a positive effect.
•

A comprehensive 2012 review of nearly two decades of research on school funding concludes that there is “an empirically
grounded confidence that funding does matter.”3 This confirms the result of a 1996 meta-analysis of more than 60
studies showing a strong positive relationship between funding and student learning.4

•

A 2011 review of research on increases in state funding mandated by courts says the increases were tied to improved
student outcomes.5 The review includes studies from New Jersey, Massachusetts, Kansas, Vermont and Michigan, as well
as a multi-state analysis.

•

A 2013 study examines funding disparities among Arizona school districts and says student achievement in math was
higher in high-spending districts than in low-spending districts.6

•

A 2014 study examines education funding reform in Massachusetts, which significantly increased total funding for public
schools and directed additional dollars to high-poverty districts. It says “that the substantial rise in [state] aid and its
distributional changes as a result of [the Massachusetts Education Reform Act] led to a substantial increase in student
performance across all districts.”7 Reforms in Massachusetts merit particular attention because it is a national leader in
student achievement by several important measures.

•

A 2014 National Bureau of Economic Research study is particularly relevant for Georgia, where most K-12 students are
economically disadvantaged. The study finds spending increases lead to better outcomes for low-income students in
school and into adulthood.8 The comprehensive study relies on national data collected on per-student school district
spending from 1967 to 2010 to determine if funding levels can effect results. It says a 20 percent increase in per-student
spending for low-income students kept them in school longer: their graduation rate increased and the number of years
they stayed in school rose. When they became adults, their wages rose nearly 25 percent and their incidence of poverty
fell by almost 20 percent.

Debunking Money Does Not Matter Myth
A perception that money is not connected to student learning persists. A widely read 1986 study held there is not a strong
or systematic relationship between spending and student outcomes.9 A team of University of Chicago researchers later
cited flaws in the study’s methods that undermine its conclusions. They replicated the study using more rigorous criteria and
methods, and concluded funding is positively related to student achievement.10
Education spending steadily rose since the 1960s, which some critics claim did not improve student outcomes.11 A close
examination shows education spending increased much less than the 300 percent some observers assert.12 Per-student
spending increased 92 percent between 1967 and 2005 when adjusted by the Net Service Index, which measures inflation
in the service sector, according to a 2010 analysis, which examined spending in a nationally representative cohort of school
districts.13
So where did the additional money go? Thirty-six percent was spent on special education and 12 percent on bilingual and
compensatory programs, as well as programs for at-risk youth.14 As a result, the proportion of money allocated to regular
education programs fell to 55 percent in 2005 from 79.6 percent in 1967, while special education’s share climbed to 21
percent from 3.7 percent.15
Meanwhile, student outcomes improved. National math and reading scores on the National Assessment of Educational
Progress exam increased for both fourth and eighth graders since the 1970s.16,17 The achievement gap between white
and minority students also narrowed slightly during that time.18 Georgia’s math and reading scores also improved on
the NAEP exam.19
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Improving Student Learning Requires Effective Spending
Money matters. Rigorous research makes this clear. At the same time the way dollars are spent is equally important. High
quality early education and small class sizes in early grades are linked to higher achievement in school and better outcomes
into adulthood, including increased postsecondary enrollment and higher earnings.20,21,22 Other strategies linked to improving
student learning include:
•
•
•
•
•

Setting high goals
Teacher training
Extra help for struggling students
Use of formative, clinical assessments
Principal leadership23

None of these are silver bullets and any single one is not likely to bring significant student learning improvement. These
strategies do make a difference, though, in schools with:
•
•
•
•
•
•
•

Organizational stability and continuity, (e.g. low turnover, positive school climate)
Effective leadership and vision, including teacher leaders
A strategic action plan to focus on whole school change and instructional guidance
Collaboration and professional development
External support, (e.g. expert technical assistance to develop and implement plans)
Funding tied to a strategic plan
Parent-community ties24,25

School leaders and faculty need help to develop these organizational characteristics and implement strategies
to transform teaching and learning. It is hard work, particularly in schools where most students are economically
disadvantaged. It is much harder when schools do not have adequate resources and there is ample evidence Georgia’s
schools do not. Students are in school for less than the standard 180 days in 49 districts in the state because of austerity
cuts, according to a 2014 Georgia Budget and Policy Institute survey of school districts.26 The same survey found 62
percent of districts cut elective courses since 2009, 46 percent cut art and music programs, and 36 percent cut programs
for low-performing students. Nearly 87 percent cut spending on professional development for teachers during that time.
State leaders set a laudable goal that all Georgia’s students will graduate from high school with the knowledge and skills
needed to succeed in postsecondary education and the workforce. Lawmakers must now provide the resources needed to
get there, because money does matter.
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