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DISCLAIMER

The Education Policy Innovation Collaborative (EPIC) at Michigan State University is an
independent, non-partisan research center that operates as the strategic research
partner to the Michigan Department of Education (MDE) and the Center for
Educational Performance and Information (CEPI). EPIC conducts original research
using a variety of methods that include advanced statistical modeling, representative
surveys, interviews, and case study approaches.

Results, information, and opinions solely represent the author(s) and are not
endorsed by, nor reflect the views or positions of, grantors, MDE and CEPI, or any
employee thereof. All errors are our own.
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INTRODUCTION

School facilities are a key part of creating a safe, clean environment where students
can learn. Recent research has found that high quality school facilities are directly
related to student achievement. Yet, the school facilities in low-income school districts
are of significantly lower quality than in other districts. Low-income school districts
tend to have older school buildings, authorize fewer building improvements, and have
fewer high-end facilities such as tracks, stadiums, and auditoriums. This implies that
students in low-income school districts are at a significant disadvantage relative to
students with higher quality school facilities.
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MEASURING SCHOOL QUALITY

Research on school facilities has used many different measures of facility and
infrastructure quality. While a financial investment in school facilities is quantifiable in
terms of dollars spent, school facility quality represents a concept comprised of many
factors including building age, whether the district regularly invests in maintenance,
the planned lifespan of the building, and environmental characteristics. For example,
“a 40-year-old building that was initially constructed to last 35 years will likely be in
significantly worse condition than a similarly aged building designed to last 100 years,”
(Picus et al., 2005, p. 74). Drawing on this multidimensional nature of school quality,
research in this area has historically used various measurable elements of school
environments as proxies for quality including the amount of light in classrooms, wall
colors, temperature, and ventilation in the building, among others (Picus et al., 2005;
Schneider, 2002; Woolner et al., 2007).

While each of these characteristics captures an aspect of school facility quality,
evaluating them can be highly subjective and difficult to interpret. As a result, research
since 2010 on school facility quality has primarily focused on capital expenditures and
their relationship with student achievement (Jackson, 2018). While capital
expenditures represent a more crude measure of school facility quality as they are not
direct measures of the facilities themselves, data on expenditures are both more
readily available and more comparable than traditional dimensions of school facility
quality.

HIGHER QUALITY SCHOOL FACILITIES IMPROVE
STUDENT OUTCOMES

Recent research on school facility quality has identified a positive, causal relationship
between expenditures on school buildings and student test scores and student
attendance.! In Los Angeles, research published in 2020 found that spending four
years in a new school building increased student test scores by 0.1 standard deviations
in math and 0.05 standard deviations in reading (LaFortune & Schénholzer, 2022).
These gains are similar to those observed by students who enroll in high quality
charter schools for one year, and the authors of this study contend that it would be
cost-effective for districts to invest more heavily in school facilities and infrastructure
(Nielson & Zimmerman, 2014).

In addition to student outcomes, research also indicates that improved quality of
school facilities also impacts teacher performance and retention. In fact, some
scholars have argued that increased teacher retention is the mechanism through
which facility investment improves student achievement (Bowers & Urick, 2011). For
teachers in Washington, D.C,, rating school facility quality one point higher on a four-
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point scale was associated with an 11.7% higher probability of returning the following
year (Buckley et al., 2005). Other research has similarly found that teachers in low-
income schools rate their schools as lower quality than teachers in high-income
schools, although this might not be the primary reason for teacher turnover (Geiger &
Pivovarova, 2018; Loeb et al., 2005). Authors of these studies also argued that investing
in school facilities could be at least as cost-effective for school districts as investing in
teacher pay.

School Facilities in Low-Income Areas Are of Lower Quality

Students in Low-income schools are disproportionately less likely to have high quality
school facilities. In Los Angeles, 41% of teachers in majority Black or Latine-majority’
schools indicated that their classroom was too hot or too cold relative to 32.5% of all
teachers, and 36% of teachers in Latine-majority schools indicated that there were
cockroaches, rats, or mice in their schools relative to 27% of all classrooms (Loeb et
al., 2005). In addition, in 2012, 39% of schools with 75% or more of their student body
eligible for free-or-reduced-price lunch used portable classrooms compared with
schools in which 25% or less of the student body was eligible (NCES, 2019). These
statistics imply that students in low-income schools have substantially less access to
high quality school facilities. In addition, researchers have observed that low-income
districts schools also underinvest in school facilities (Filardo, 2006; Filardo, 2016). As
a result, these disparities in school facility quality could widen between high and low-
income districts over time.

SCHOOL FACILITY QUALITY VARIES ACROSS
MICHIGAN DUE TO FUNDING DISPARITIES

Funding for school facilities in Michigan is tied to the way that education is financed in
the state. Since 1994, the bulk of funding for public education in Michigan comes from
the state in the form of a per-pupil foundation allowance. Under this scheme, the state
legislature provides funding for districts based on the number of students served by
the district, which districts can use for things like operating costs, salaries, and
facilities. Districts can also levy local property taxes, but the use of these funds is
significantly restricted, with local funds mostly going toward capital expenditures such
as purchasing land and building/maintaining facilities. This system allows for
significant variation in funding for school facilities based on 1) whether the districtis a
traditional public school district or a public school academy (PSA, commonly referred

" Latine, pronounced la-TIN-eh, is the Spanish language, non-gendered version of
Latino
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to as a charter school), 2) voters' willingness to levy taxes on themselves, and 3) the
taxable value of property in a district.

PSAs do not have geographic boundaries, meaning that they cannot raise tax revenues
and in turn must fund themselves entirely with state monies. In traditional public
school districts, residents may be less willing to tax themselves to raise additional
monies their local district could use toward facilities. And in districts where residents
are willing to tax themselves to raise funds for the local district, there is significant
variation in their capacity to raise funds.

For a given tax millage, districts with high property values can generate greater
revenues for school facilities than districts with lower property values. This means that
districts with lower property values would need to tax themselves at higher rates to
generate the same revenue as districts with higher property values. With less access
to facilities funding from local sources, low-income districts typically need to use more
of their general funds to finance capital investments, which reduces the funding
available for instructional expenditures.? This creates extreme inequities for low-
income students (Arsen et al., 2005; Arsen & Davis, 2006).

Table 1 presents data on the taxable value and capital stock of Michigan’s traditional
public school districts, breaking them down into 5 quintiles based on their taxable
value per-pupil. Here, taxable value refers to the state equalized value of all property
within the district's boundaries.® Capital stock refers to the value of all buildings and
add-ons to buildings owned by districts (Ml Schools Definitions of Account Codes,
2023). An issue with interpreting these figures is that districts that are geographically
large and/or have a larger population will tend to have a higher taxable value due to
there being more property in the district, and higher capital stock since they need
facilities for more students. To overcome this issue, Table 1 also presents taxable value
and capital stock on a per-pupil basis, which allows for straightforward comparisons.

Table 1. Distribution of Capital Stock Across Michigan School
Districts by Quintile of Taxable Value Per-Pupil, 2021-2022

Taxable Capital Stock Capital Stock

.. Number of Taxable . .

Quintile Pupils Value (in $M) Value !-"er (in $M) Per-Pupil
Pupil

1 249,283 $38,249 $153,436 $2,386 $9,571

2 236,775 $53,557 $226,192 $3,265 $13,788

3 287,258 $81,944 $285,262 $4,349 $15,141

4 310,890 $116,546 $374,880 $5,467 $17,587

5 113,016 $76,503 $676,924 $2,037 $18,020
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Note: Table 1 represents traditional public school districts only as charters do not have geographic
boundaries that contain taxable property. Districts are grouped into quintiles based on their taxable
value per pupil, meaning that the first quintile represents the 20% of traditional public school districts
in Michigan with the lowest per-pupil taxable value while the 51 quintile represents the 20% of districts
with the highest per-pupil taxable value.

Source: This table represents an update of Table 2 from Arsen et al., 2005 using data from Mi
Department of Education Bulletin 1014 and financial data from MiSchoolData.org. Taxable value per
pupil is drawn from Bulletin 1014 reports, and this represents a proxy for the wealth in a school
district. Capital stock is drawn from district-level financial reports, and this represents the total value
of the school facilities in a district.

Table 1 reveals several funding disparities. As the taxable value in a district increases,
students have access to more capital stock. This implies that students in districts with
higher average home values have access to more valuable school facilities, which
could be in the form of higher quality instructional facilities, more expensive sports
facilities, or facilities for the arts. This is particularly salient for the fifth quintile of
districts. Here, a relatively small number of students has access to nearly double the
capital stock on a per-pupil basis relative to the first quintile. As Table 1 shows, each
student in the fifth quintile had access to $18,020 in capital stock in 2022, nearly
double the per-pupil capital stock available to students in the first quintile. This likely
translates into much higher quality school facilities for students in the fifth quintile,
which could be in the form of cleaner school environments and greater opportunities
for students to engage in extracurricular activities.

ENDNOTES

! A substantial literature in economics has also found a positive relationship between
school facility investment and local housing prices. See Cellini et al., 2010, Neilson &
Zimmerman, 2014, and LaFortune and Schénholzer, 2022.

2 To generate revenue for capital projects, districts can either issue debt through
bonds for capital projects, or property taxes can directly fund short-term capital
projects. See Conlin and Thompson, 2014 for a discussion of how districts can finance
capital projects.
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3 In Michigan, this is comprised of the sum of homestead taxable value, which
represents taxable value for permanent homes, and non-homestead taxable value,
which represents taxable value for businesses, second homes, and rental properties
(Homestead Property Tax Credit Information (n.d.); Allard, 2023).
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