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Summary

Across the U.S. there are nearly 100,000 public schools with about 8.1 billion gross square
feet of buildings. There is substantial annual public investment in this infrastructure, driven
primarily by local and state spending, with very little federal funding. Expanding federal
funding for local public school capital needs has received increased attention in Washing-
ton in recent years. Building on that interest, Assessing the National Landscape of Capital
Expenditures for Public School Districts, released by the Urban Institute, analyzes equity
patterns of school capital investment. The report relies primarily on school district annual
capital outlay data reported in the U.S. Department of Education’s Common Core of Data.
It also examines which state policies may promote more progressive investment patterns.
Confirming other studies, it finds that school district capital expenditures vary from year to
year and from state to state, each state has a unique approach and mix of policies governing
state support for local capital outlay, and capital outlay is rarely equal or progressive. The
report also finds that states with policies that aim to equalize capital spending are more like-
ly to provide more or equal capital outlay for students from low-income backgrounds. These
findings are all well-supported, and the report’s recommendations provide useful insights
for state and federal policy that will promote more progressive capital spending.
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I. Introduction

Across the U.S. there are nearly 100,000 public K-12 schools. The physical infrastructure
of the U.S. public school system encompasses an estimated 8.1 billion gross square feet of
buildings.* Not surprisingly, there is substantial public investment in this infrastructure
each year. In fact, elementary and secondary public education is the second largest sector
nationally for state and local construction capital outlay, second only to highways.? This
investment is entirely driven by local and state spending, with very little federal funding.
Local funding sources make up the majority (82%) of average annual capital outlay in the
education sector.?

In recent years, the expansion of federal funding to address public school capital needs has
received increased attention in Washington. School capital funding was proposed in both the
Obama and Biden administration infrastructure investment plans. The Rebuild America’s
School Act of 2019 (116" Congress) proposed $100 billion for public school capital needs.
Providing useful insights to these policy discussions, Kristin Blagg, Fanny Terrones, and
Victoria Nelson at the Urban Institute analyze the state of the field in a January 2023 report,
Assessing the National Landscape of Capital Expenditures for Public School Districts.* The
analysis aims to understand equity patterns of school capital investment—whether or not
low-income schools are receiving more or less funding than high-income schools. From
there, they look at which state policies may promote more progressive investment patterns.

Attending to inequities in investment patterns is important because when there is under-
investment, deferred maintenance grows and school facility conditions decline.5 This de-
cline has consequences for school quality, the health of occupants, and education outcomes.
Studies find significant correlations between poor structural, conditional, and aesthetic at-
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tributes of school buildings and low student learning and achievement.® Poor school facility
conditions can hinder the basic delivery of education and the implementation of any school
reform or specialized curriculum.”

II. Findings and Conclusions of the Report

The report finds that poor school building conditions (especially poor indoor air quality) can
negatively impact students, particularly low-income and minority students who are more
likely to be exposed to unhealthy environments within their schools and/or educationally
unsuitable facilities. The report also presents inflation-adjusted annual per-pupil spending
on capital outlay nationally and by state, with trends revealing great variation among the
states and volatility within states.

The report also builds a ratio, within state, of the average total capital expenditure that
a student from a household at or below the federal poverty level experiences within their
school district relative to the average capital expenditure for a student from a household
above the federal poverty level.® It presents results that show that some states have consis-
tently seen more spending on construction and renovation in districts with relatively more
affluent students.

Because school district revenue for capital expenditures is heavily reliant on local wealth
(especially property values) and local wealth can vary significantly from school district to
school district, the report presents the main policy levers used by states to equalize local
capital spending differences.® It finds that states that allocate no (or very little) capital fund-
ing have less capital outlay for low-income students. States that have policies that aim to
equalize capital spending are more likely to have progressive capital outlay patterns that
benefit students from low-income backgrounds. The report also attempts to connect state
policy choices to equity patterns of capital expenditures. To do so, it includes policies for
each state along seven dimensions.!° Results indicate that state policies aimed at equalizing
or mitigating disparities in resources for capital spending are more likely to actually allocate
capital expenditures at a level that provides equal or more funding for students from house-
holds below the federal poverty level.

The report finds that the level and shape of state funding for capital expenditures affects
local school district spending patterns. “States that have policies that aim to equalize capital
spending—particularly those equalizing around area income or student need, rather than
only property wealth—are more likely to provide more or equal capital outlay for students
from low-income backgrounds.”" In other words, state policy specifics—and not just state
money—matters.

Based on these findings, the report provides three recommendations for state policy:

* Ensure that all school facilities are assessed for building condition;
* Consider increasing (or initiating) state funding support for capital expenditures; and
* In addition to property wealth, account for student economic need in allocations.
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It provides three recommendations for federal policy:

* Continue to produce data on building quality and student demographics;
* Consider targeting federal grants to improve student health and outcomes; and
* Encourage states to remedy disparities in property tax revenue across districts.

II1. The Report’s Rationale for Its Findings and Conclusions

The underlying argument in the report is that unequal/inequitable capital spending is the
result of a heavy emphasis on local funding sources, coupled with state policies that do too
little to remedy disparities in local funding. Within this system, the federal government pro-
vides little to no support to promote capital outlay equity in the way that it does for broader
education operating funding. The report asserts that states and the federal government can
implement policies that mitigate this inequity and promote increased school capital outlay
(and thus healthier and more educationally suitable school buildings) for students from
low-income households.

IV. The Report’s Use of Research Literature

The report does not provide a lengthy discussion of the research literature, but the summary
of the general research findings in the field is accurate. For example, Harvard School of Pub-
lic Health researchers concluded that, “The evidence is unambiguous - the school building
impacts student health, thinking, and performance.”*

The report’s exploration of how school building environments affect student well-being and
academic success focuses almost exclusively on issues related to indoor air quality. This is-
sue has been well documented in the research literature.’* However, the report would have
benefited from considering research on other issues inside schools that make up the broader
indoor environmental quality (IEQ), many of which factors have also been shown to impact
student well-being and achievement.'

The section examining how investment in capital spending affects student outcomes focuses
on causal research on the effects of local bond referenda on student achievement. Findings
are mixed.’> However, some of these studies look at total capital funds spent instead of
looking at whether or not building improvements were made with these expenditures that
may positively affect student well-being or experience. For example, capital upgrades such
as ADA compliance, repairing roofs, or plumbing upgrades are all necessary, common, and
expensive projects but are unlikely to result in improved student test scores. So, it is no
surprise that some of these studies find little or no student achievement effect from capital
spending—the measurement is imprecise.

To examine which students are exposed to poor-quality facilities, the report cites two ma-
jor national studies that have addressed this question in recent years: one by the National
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Center for Education Statistics and another by the U.S. Government Accountability Office.
However, the report fails to cite the most recent comprehensive national study looking at
school district capital expenditures.?”

V. Review of the Report’s Methods

The report models the distribution of capital funding for school facilities to provide insight
on equity in local school facility conditions. The report relies primarily on school district
annual capital outlay data as reported in the U.S. Department of Education’s Common Core
of Data.'® District expenditures are averaged over five years to account for year-to-year vari-
ation (i.e., “lumpiness”) in capital spending and presented by state.

Capital expenditures are an imperfect proxy for school facility condition, but there is no
national dataset on the physical qualities of public school facilities.* The report adjusts the
expenditure data differently than other studies.2°

To look at spending patterns in relation to student poverty, the report develops the afore-
mentioned ratio to compare capital outlay for low-income students and higher-income stu-
dents. A weighted average per student is computed and the ratio between the two averages
serves as the equity measure. A ratio of “1” indicates equality in spending per student; a ratio
less than “1” indicates regressive spending, and a ratio greater than “1” indicates progressive
spending. This is an elegant and straightforward method to compare spending. The results
are easy to read in simple map graphs that show each state’s results.

The report also provides descriptive policy information for each state, classifying each state’s
approach to specific policies of interest (e.g., state funding share, state prioritization, equal-
ization measures, etc.). These are set up as binaries (yes/no) to analyze which state policies
seem to lead to more progressive capital expenditure patterns. Again, this is a straight-
forward and sound approach. However, the binary characterization of state policy likely
oversimplifies the actual nuance in policy and the differences between states. California, for
example, is characterized as having property wealth equalization (“yes”), but in reality, Cal-
ifornia’s approach to this is very minor and mainly targeted to very small school districts.2

VI. Review of the Validity of the Findings and Conclusions

Overall, the report’s findings and conclusions are strong and valid.

The report confirms findings from other studies: School district capital expenditures vary
from year to year and from state to state; each state has a unique approach and mix of pol-
icies governing state support for local capital outlay; and capital outlay is rarely equalized
or progressive. Very few states demonstrate consistent multi-year progressive expenditure
patterns.
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The report finds that the level and shape of state funding for capital expenditures affects
local school district spending patterns. The report focuses more on equalization rather than
equity. As others in the field have shown, equal funding will not remedy long-standing in-
equities in school facility funding and/or facility conditions.?2 Some schools were built well,
designed well, and kept up well over time—these facilities likely need lower levels of regular
capital investment going forward. Other schools were built cheaply, and/or not designed
well, and/or not upkept and never modernized—these schools need significant renovations
and upgrades. Therefore, to achieve equity, some schools will need much more investment
to reach modern conditions that foster student health and well-being and are educationally
suitable.

Relatedly, the concern around school facilities is about disparities in physical conditions,
not in disparities in spending. School capital expenditures are merely a proxy for school fa-
cility condition/quality; it is the actual local condition, quality, and suitability of the school
facilities that impact students. In a 2014 Dear Colleague letter to state educational agencies,
the U.S. Department of Education Office for Civil Rights (OCR) reminded states that school
facility inequalities are an important educational equity issue and that it is each state’s re-
sponsibility to ensure facility quality and equity.23 The findings and recommendations from
this report illustrate capital funding policies available to states that will likely, in turn, pro-
mote equity in school facility conditions.

VII. Usefulness of the Report for Guidance
of Policy and Practice

The report’s recommendations for state and federal policy stem logically from its findings.
The findings show that state policies aimed at equalizing capital funding based on local
household income and/or student need, rather than only using local property wealth, do
lead to more progressive outcomes. But also, as the report’s findings suggest, these policies
should go beyond equalization and aim to remedy long-standing school facility conditions
disparities through progressive and equitable funding prioritization schemes. The report
recommendations provide useful insights for how state and federal policy can move toward
more progressive funding approaches.
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