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CONCLUSION: Infiscal year 2017, Arizona districts spent 53.8 percent of available operating dollars on instruction—
the first increase in the instructional spending percentage in 13 years. However, since its peak in fiscal year 2004,
the State’s instructional spending percentage has declined 4.8 percentage points, while the percentages spent
on all other operational areas have increased. Between fiscal years 2016 and 2017, districts’ operational spending
increased by $341 million with $200 million of the increase spent on instruction. In May 2016, voters passed
Proposition 123, which provided districts with approximately $262 million of additional resources at the end of
fiscal year 2016 and approximately $263 million of additional resources in fiscal year 2017. With the additional
instructional spending, between fiscal years 2016 and 2017, the State’s average teacher salary increased from
$46,384 to $48,372. Although factors outside a district’s control—such as district size, type, and location—can
affect its efficiency, some districts operate efficiently and have lower costs despite these factors, while others do
not. Finally, Arizona school districts spent about $3,300 less per pupil than the national average and allocated
their resources differently, spending a lower percentage of resources on instruction and administration and a
greater percentage on all other operational areas.

Instructional spending increased slightly to 53.8 percent, but remains
lower than highest level spent since monitoring began in 2001

In fiscal year 2017, Arizona districts spent 53.8 percent of their available operating dollars on
instruction, representing the first increase in 13 years—In fiscal year 2017, Arizona school districts spent 53.8
percent of available operating dollars on instruction. This is a slight increase over the 53.5 percent spent on instruction
in fiscal year 2016 and the first increase in the instructional spending percentage in 13 years. In fiscal year 2001, Arizona
districts spent 57.7 percent of available operating dollars on instruction. Then in fiscal year 2002, districts began receiving
Classroom Site Fund monies intended to increase instructional spending. Soon after, in fiscal years 2003 and 2004, the
State’s instructional spending percentage reached its highest level at 58.6 percent. However, the percentage of resources
spent on instruction then declined nearly every year between fiscal years 2004 and 2016, before increasing slightly by 0.3
percentage points in fiscal year 2017 to 53.8 percent.

District operational spending increased $341 million between fiscal years 2016 and 2017 with
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not spent in fiscal year 2016. Proposition 123 monies are comingled with other district monies and are not separately
identifiable from other district monies. Therefore, it cannot be determined whether and how the Proposition 123 monies
were spent. Additionally, there was no requirement that districts had to spend these monies on instruction, and districts
had the option of using the monies for operational or capital purposes. Between fiscal years 2016 and 2017, districts
increased spending in all operational areas, with the majority of the increased spending in instruction, which resulted in
a slight increase in the state-wide instructional spending percentage. With the additional instructional spending in fiscal
year 2017, districts increased the State’s average teacher salary from $46,384 to $48,372. Additionally, districts employed
a total of 211 additional teachers, which resulted in a slight reduction in the State’s students per teacher ratio.

Despite a slight increase between fiscal years 2016 and 2017, percentage of resources spent on
instruction remains lower than in most prior years—sSince fiscal year 2001, after controlling for inflation, Arizona
school districts’ operational spending per pupil has increased 9.3 percent, from $7,448 ($5,374 unadjusted) in fiscal year
2001 to $8,141 in fiscal year 2017. Although districts spent a similar amount per pupil in fiscal year 2017 as they did in
fiscal year 2004 when adjusted for inflation, districts spent only 53.8 percent on instruction in fiscal year 2017 compared
to 58.6 percent in fiscal year 2004, which was the peak percentage since monitoring began. Since its peak in fiscal
year 2004, the State’s instructional spending percentage has declined 4.8 percentage points. At the same time, the
percentage of available operating dollars spent in all other operational areas has increased. At a state level, the decline
in the instructional spending percentage between fiscal years 2004 and 2017 is indicative of fewer actual dollars being
spent on instruction. After controlling for inflation, total per pupil spending decreased $146 per pupil, or 1.8 percent,
between fiscal years 2004 and 2017. At this same time, spending on instruction decreased an even greater amount, $477
per pupil, or 9.8 percent, while spending in all other operational areas increased or remained relatively steady.

Arizona’s operational and total spending per pupil and change in instructional spending
percentage since fiscal year 2001 (inflation adjusted to fiscal year 2017 dollars)
Fiscal years 2001 through 2017

$10,000 $9,653 4.5%
$8.955 g5 939 so.184 99286 99305 1 4.0%
$8,519 1 35%

o 88215 7974 { 3.0%
$7,862 ¢7.8 1 S5

4 2.0%
4 1.5%
4 1.0%
1 0.5%
4 0.0%
4 -05%
4 -1.0%
4 -15%
{ -2.0%
{ -25%
1 -3.0%
{ -35%
4 -4.0%
-4.5%

. $8,775
$9.000 o7 5 $050 98287 88228 $8,332
$8,000 '

(67,448
$7,000 r

$6,000

s5.000 | T, 09% 0% g7

0.0%

$4,000 F

Spending per pupil
Percentage point change

$3,000 F
$2,000 F

-3.0%

$1,000 r
_3 5o,
$0 " -3.9% -3.
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Operational spending per pupil mmm Total spending per pupil === |nstructional spending percentage changes since FY 2001

Districts spent at widely differing levels and operated at varying degrees
of efficiency

Districts spent at widely differing levels—In fiscal year 2017, as in prior years, there was a wide range in total
per pupil operational spending among Arizona districts. Even when excluding Arizona’s very small districts, which have
highly variable spending patterns, fiscal year 2017 spending by district ranged from $6,175 per pupil to $21,446 per pupil.
Districts also varied greatly in their nonoperational spending, which includes costs incurred for the acquisition of capital
assets, interest, and programs such as adult education and community service that are outside the scope of preschool
through grade 12 education. In fiscal year 2017, after excluding Arizona’s very small districts, nonoperational spending
by district ranged from $131 per pupil to $11,308 per pupil.

Arizona’s school-district-funding formula provides similar districts with a similar amount of basic funding. However, after
basic funding, districts may receive additional revenues through various funding formulas that are designed to offset
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expected higher costs. For example, districts receive additional monies for special needs students and if they are located
in isolated areas or have more experienced teachers. Districts may also qualify for federal impact aid or state or federal
grants, and some districts may also receive monies as a result of a desegregation agreement or court order, a small
school adjustment, or a voter-approved budget override.

Wide range of costs among similar districts Cost variance examples
indicates potential for improved efficiency at some B o
districts—Although a district’s efficiency can be affected * A Very large, urban, unified district spent $597 per

by its size, type, and location, wide ranges of costs among pupil for administration; another spent $1,006 per
districts grouped by these factors indicate that some districts pupil.

have achieved lower costs than other districts of similar size, ¢ A medium-sized, rural, unified district spent $3.08
type, and location. Our performance audits have identified per square foot for plant operations; another

a variety of efficient and inefficient district practices. For spent $12.47 per square foot.

example, more efficient districts monitored performance o A medium-sized, rural, unified district spent $2.71

measures, ‘us.ed staffing formulas, had energy conservgt.ion per meal: another spent $5.03 per meal.
plans, maximized the use of free federal food commodities,
limited waste by closely monitoring meal production, and
adjusted bus routes to ensure that buses were filled to at least
75 percent of capacity. In contrast, less efficient districts had
costly benefit packages and higher noninstructional staffing
levels, operated schools far below designed capacity, did not
monitor energy consumption, had poorly written vendor contracts, and paid bus drivers for time not spent working.

e Two medium-large-sized, urban, elementary
districts drove a similar number of miles per rider;
one district spent $3.26 per mile, and the other
spent $9.01 per mile.

Districts that operate efficiently allocate more of their resources to instruction—Districts that operate
efficiently have more dollars available to spend on instruction. Our performance audits of individual districts have found
that efficient districts—those that perform better than their peers on performance measures of operational efficiency—
tend to have higher instructional spending percentages. The broader analysis conducted across all districts for this report
showed a similar result. When performance measures were compared across all districts in each efficiency peer group,
districts that outperformed their peers tended, on average, to spend higher percentages of available operating dollars
on instruction.

Operational efficiency can impact districts’ financial stress levels—This report assesses six district-
level measures that provide information on district finances, identify potential

problems, and suggest the need for possible corrective action. In fiscal year  Number of districts by overall

2017, 4 districts were found to have a high financial stress level, 39 a moderate  financial stress level

level, and 164 a low level. Having a high or moderate financial stress level can be Fiscal year 2017

a sign that a district has inefficient operations. However, there are many districts
with a low financial stress level that also operated inefficiently compared to their
peers. These districts often had access to additional resources not typically ~ Stress level Number of districts
available to most districts, such as desegregation monies or federal impact  High stress n
aid monies, that allowed them to operate inefficiently and contributed to their Moderate stress

lower financial stress levels. Therefore, even those districts found to have a low

financial stress level may need to take additional actions to operate efficiently ~ Low stress “
or address other areas of concern.

Arizona school districts spent less overall and spent differently than
districts nationally

Arizona school districts spent less than national averages in nearly all operational areas—In fiscal year
2017, Arizona school districts spent approximately $3,300 less per pupil than the 2015 national average (most recent
national data available). This lower spending is seenin instruction, as well as every noninstructional operational area except
student support, which was similar to the national average. Arizona districts spent a similar amount in nonoperational
areas compared to the national average, spending more per pupil on equipment but less on land and buildings and
interest, and a similar amount on other programs, such as adult education and community service programs that are
outside the scope of preschool through grade 12 education.
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Compared to national averages, Arizona school ~ Comparison of Arizona and U.S. per pupil spending
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all other operational areas. In fiscal year 2017,
Arizona districts spent 53.8 percent of available

operating dollars on instruction, 6.9 percentage  Land and buildings 691 800 (109)
points below the national average of 60.7 Equipment 424 207 217
percent. Many factor;; may alccount for Anzona S Interest 536 347 (111)
lower percentage of instructional spending, one
of which is average teacher salary. Compared ~ ©Other 161 167 (

6)
to the fiscal year 2016 national average (most
recent year national data available), Arizona’s - -
average teacher salary was $46,384 that year,
while the national average was $58,353. Part of
the reason for Arizona’s lower average teacher

salary may be due to Arizona’s teachers having fewer Comparison of Arizona and U.S. spending
years of experience, on average, when compared by operational area

with the pahonal average. Compared to the f|scal year  piscal years 2017 (Arizona) and 2015 (U.S.)
2016 national average (most recent year national data
available), Arizona’s teachers averaged 11 years of
experience that year, while the national average was 13.7
years of experience. Another factor that may account for

Arizona’s lower percentage of instructional spending is oo e
class size. In fiscal year 2016, Arizona’s class size was Plantope’rations

18.6 students per teacher compared to the national _ AZ12%, U.S. 9.4%
average of 16 students per teacher. The relatively low Instruction
i i ; AZ 53.8% AZ5.2%,U.S. 4%
instructional spending percentage was not the result U.S. 60.7% <

of high administration costs because Arizona districts DR

allocated a slightly smaller percentage of resources for Student support
administration than the national average. However, Arizona G SR
districts allocated a larger percentage of resources to all R

the other operational areas.

Individual district information

In addition to the state-wide information discussed earlier, this report also contains two-page summaries of each district’s
performance on various financial and student measures, including operational and nonoperational spending, operational
efficiency measures compared to peer averages, student test scores, revenues by source, graphical summaries of each
district’s operational trends, and a financial stress assessment.
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