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Government Effectiveness Index:
A Cross-State Survey

James Stergios, Pioneer Institute

INTRODUCTION

SINCE THE START OF THE REAGAN ADMINISTRATION,! we have witnessed
momentum toward greater state prerogative over policy-making. The consolidation
of ““a large number of federal programs into nine block grants” gave state and local

governments “far greater freedom to fashion programs.’? In addition, the agency waiver

process was eased, setting off a wave of (especially) state experimentation through most
of the 1980s. The process culminated in the welfare reform law of 1996, which de-
volved control over welfare policy to the state level.

The same year, the Supreme Court’s struggle to resolve its long-brewing debate
over whether there were limits to federal power seemed to reach a watershed with the
decision in United States v. Lopez. In fact, while sending some mixed signals, the mod-
ern Supreme Court has generally encouraged the power shift from national to state
authority.> Rehnquist Court decisions concerning the commerce clause, commandeer-
ing, and sovereign immunity have sharply limited the powers of Congress and may
signal a new era of American federalism.*

With new (or regained) state authority has come a corresponding increase in the
profile of state-level policy-makers and organizations such as the National Governors
Association, the National Conference of State Legislatures, and the American Legisla-
tive Exchange Council, among others. There has, in addition, been an explosion of
state-level think tanks since the late 1980s. Ironically, the heightened status of state
policy-making has led many states to arrogate local prerogatives. Many states have
claimed power over traditionally local policy areas such as K-12 education. One finds
evidence in recent data on government finance that states are controlling an ever
greater share of the overall purse.’

As states exercise increased authority and freedom to innovate, there is growing
interest in the comparative effectiveness with which individual states deliver key ser-
vices. There have been a number of attempts to create a set of metrics capable of
assessing various state activities.® While valuable, these efforts have not achieved some
key objectives. They have not provided output measures to make the index useful for

The Government
Effectiveness Index
seeks to assess how
Massachusetts is
doing in comparison
to five other states—
Michigan, New Jersey,
Ohio, Rhode Island,
and Virginia—in
regard to eight “‘core”
functions of state
government:

* K-12 education

* higher education

* highways

* transit

* state police

e the judiciary

* corrections

* financial adminis-

tration.
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researchers, nor addressed delivery of service from the point of view of the citizen. They
have been more focused on “process and procedures,”” which are primarily of interest
to agency managers. Taxpayers/citizens tend to see government in terms of what they
put in (money and manpower) and the number and quality of services they receive.

The central objective of the Government Eftectiveness Index (GEI) is to assess how
Massachusetts is doing in comparison to other states. It seeks to provide measures of
effectiveness based on the efficient use of resources (inputs as a function of quantity or
output) and on performance outcomes (quality of output). It does so in regard to eight
“core” functions of state government (functions common to most states): K-12 educa-
tion, higher education, highways, transit, state police, the judiciary, corrections, and
financial administration.

This first edition tests the GEI model on a sample set of six states: Massachusetts,
Michigan, New Jersey, Ohio, Rhode Island, and Virginia. We chose the first four com-
parison states on the basis of their similarities to Massachusetts: climate, presence of
industry, political culture with a commitment to organized labor, and, to some extent,
geography.Virginia was included in part because of its specific differences from the
“Efficiency” refers to er five states, but mainly because of its reputation for being a well-managed state.

the cost of a particu- The restriction to six states is not a matter of principle or conception. Future editions
lar unit of service. will seek to incorporate changes spurred by the comments of readers; if feasible, we
“Petformance” may seek to increase the number of states in the GEI sample.

denotes the quality of
the service provided,
defined variously
according to the
function and data
available.

Analysis and Methodology

Definitions

The index specifies the meaning of three concepts that are usually conflated in
the measurement of services: efficiency, performance, and eftectiveness. The GEI
utilizes the three metrics to evaluate the work of the six states in the eight core areas.
“Effectiveness” “Efficiency” refers to the cost of a particular unit of service. “Performance” denotes the
represents the sum of quality of the service provided, defined variously according to the function and data
efficiency and perfor- available. “Effectiveness” represents the sum of efficiency and performance—it considers

mance—it considers the quality of the service provided at a particular cost.

the quality of the Analysis
service provided at

; Each state is evaluated on the three metrics across all eight functional areas based on
a particular cost.

the last year of available data (usually 1998). When several years of data were collected,
and where appropriate, we have included comments on trends. We have also included
some explanatory “Data Context” regarding the use of human resources.

There are limitations to the analyses of effectiveness. First, we have not provided a
quantitative statement of the uncertainty of our measurement results. One would have
to collect a great deal of additional information in order to measure error probabilities
within the data. The information needed to develop margins of error is virtually
impossible to collect, as it generally calls for information from nonrespondent cases.

A second weakness is our manner of weighting the analyses. Our approach has been to
select the most important available metrics and weight them equally. We hope that the
release of the first edition of the GEI fosters a discussion about the proper weights to
assign to the metrics (and also about the value of the metrics themselves).
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It should be emphasized that each analytic table, and each corresponding rating,
is a piece to a larger puzzle—eftectiveness—and they are most appropriately interpreted
as such. It may be fair to segregate the combined efficiency ratings from the combined
performance ratings, but this must be done with caution and without reading too
much into the findings. Ultimately, one should keep in mind that the underlying aim
of this project is to look at the “forest” rather than the “trees.”

The Data

Data were collected for five fiscal years, 1994 through 1998. Data sets from the
first four years were collected for two purposes: first, to ensure that we employed non-
aberrant data, and second, to enable us to comment on trends.

The principal investigator sought, and in most cases received, primary data from
the state agencies. While states may seek to measure the same activities, data tracking
intervals and sometimes even data definitions are often different. For example, all
departments of corrections keep track of recidivism; however, some track the data every
year, some every two or three years, and one state (Rhode Island) has tracked only one
cohort of releasees. To avoid problems related to differing data collection practices,

I have used federal data to the greatest possible extent. Relying mainly on federal data
allows us to mitigate problems of definition and potential bias, and also to exploit the

expertise of federal data collectors and statisticians. To facilitate cross-
In addition, to facilitate cross-state comparisons of expenditure values, we have state comparisons of
normalized dollar figures to take into account variations in the cost of living.® expenditure values,

we have normalized
dollar figures to

The data points we have used are by no means the best measures imaginable.
Rather, they are the best measures available. In the K-12 education survey, for example,

we would have liked complete sets of NAEP scores for all states in the sample, and in take into account
every possible subject; in an ideal research world we would even like to have data on variations in the
how prepared the children are for the reponsibilities of citizenship. That having proven cost of living.

impossible, we have made do with partial performance data. Using only 4th-grade
NAEP Mathematics scores as a barometer of elementary school achievement would

be foolish; but coupling it with seven other similar measures, including combined
SAT/ACT scores, provides a viable, general picture of performance (in this case, student
achievement).

Appendix A provides the specific data sources for the tables included in this paper.

Rating Effectiveness

Cross-state comparisons

Each survey summary is comprised of five sections. After a brief description of the
function and the data used to analyze it, we provide three sections with analytic results
and ratings for each of the metrics (efficiency, performance, and effectiveness) based on
the last year of available data (usually 1998). Each survey concludes with comments on
trends, usually from FY 1994 to FY 1998. In the Summary of Findings, we have aver-
aged the survey-specific effectiveness ratings to arrive at an overall effectiveness rating
for each state.



The rating is based
on a six-point scale,
with one being the
highest score and six
the lowest.
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The rating is based on a six-point scale, with one being the highest score and six
the lowest. Wherever possible we have used national averages to peg the center of the
ratings (i.e., 3.5). When national averages were not available, we made use of sample
averages. The six-point rating scale corresponds to six segments of the overall range
of efficiency and performance outcomes in each analysis. In each survey summary,
efficiency is computed as the average of the cost-per-output metrics; performance is
the average of the quality-of-output measures.We compute eftectiveness as the average
of efficiency and performance.

Same-state trend ratings

In computing trend ratings, we employ the same six-point scale. That said, given
that these analyses are based on same-state data (and therefore uniform definitions and
data collection methods), we compute the ratings with greater precision, taking each
analytic table’s results to the second decimal. In calculating efficiency trends, we peg the
average rating (i.e., 3.5) to the average percentage change in unit cost in all the states in
the sample. For performance trend ratings, we assume no change is the equivalent of
an average rating and that negative trends are when performance gets worse, even if all
of the states are experiencing the same trends.
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SUMMARY OF FINDINGS

SURVEYS OF FIVE OF THE EIGHT core functions are complete, while one is
complete except for one state. In the K-12 education, highways, and correction surveys,
enough consistent data in both the efficiency and performance domains are available
to produce an effectiveness rating for all six states. The survey of the judiciary yields
sufficient data to provide effectiveness ratings for five states. For mass transit we com-
puted effectiveness ratings for the three states that have agencies with administrative
power. By design, the financial administration survey focuses on performance only.
Due to a lack of consistent quality-of-output data, ratings in the public higher educa-
tion and state police surveys have been limited to efficiency. In the future, efforts will
be made to fill in these gaps.

Drawing together the effectiveness ratings in each functional category, we can
tabulate overall effectiveness rates for each state (see table I-1). According to this
method of summarizing the data,Virginia exhibits the most effective overall administra-
tion, scoring an above average/high rating of 2.5 on our 6-point scale. Ohio and
Michigan demonstrated average eftectiveness, both states obtaining ratings of 3.4.
Massachusetts, New Jersey, and Rhode Island demonstrated below average eftectiveness,
scoring 3.8, 3.9, and 4.0, respectively.

Table I-1. Overall effectiveness rating

Ratings Key

1 = very high

2 = high

3 = above average
3.5 average

4 = below average
5=low

6 = very low

Figure I-1. Effectiveness

State K-12 Highways Transit Judiciary  Corrections  Rating comparison
§ Virginia 3.9 1.9 1.2 3.1 2.5 'VA"]2.5
b Ohio 4.3 2.2 3.6 3.4 OH 3.4
= Michigan 4.3 2.7 3.8 2.9 3.4 MI 3.4
.E Massachusetts 2.8 3.2 4.3 4.5 4.3 3.8 MA 3.8
e New Jersey 5.1 5.0 4.6 2.1 2.9 3.9 NJ 3.9
Rhode Island 4.4 2.5 2.7 4.9 5.4 4.0 RI 4.0
< High Average Low >
If we break down eftectiveness into its two components—efficiency and performance—
we can make more detailed remarks. Table I-2 summarizes overall state efficiency on
the basis of the last year of available data (usually fiscal year or calendar year 1998).
Table I-2. Overall efficiency rating
State K-12 Higher Ed  Highways Transit  State Police Judiciary  Corrections Rating
Virginia 4.0 2.8 1.0 3.5 1.0 3.5 2.6
E Ohio 4.0 3.8 1.0 1.0 5.0 3.0
8 Rhode Island 4.0 2.0 2.5 1.0 3.3 5.0 4.8 3.2
3 Michigan 6.0 3.5 1.7 3.5 6.0 3.5 4.0
Massachusetts 3.5 2.8 5.0 5.8 4.0 3.5 4.0 4.1
New Jersey 6.0 6.0 5.7 4.7 4.0 2.0 3.5 4.6
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Table I-3 summarizes overall state performance.

Table I-3. Overall performance rating

State K-12  Highways Transit Judiciary Corrections Finance  Rating
o] Virginia 3.8 2.7 1.3 2.6 1.0 2.3
| Michigan 2.6 3.7 1.7 2.4 4.0 2.9
g Ohio 4.7 3.3 2.8 2.1 2.0 3.0
E New Jersey 4.1 4.4 4.5 2.3 2.3 2.8 3.4
i Massachusetts 2.0 1.4 2.7 5.5 4.5 5.3 3.6

Rhode Island 4.8 2.5 4.3 4.8 6.0 4.3 4.5

Massachusetts’ effectiveness rating was a function of an average performance rating
of 3.6 (fifth among the states in the sample), combined with a below average efticiency
rating of 4.1 (again, fifth). One should note that this low efficiency rating cannot be
explained by pointing to the Commonwealth’s generally high cost of living, since all
the cost data used in the study were normalized to take cross-state differences in overall
price levels into account. It resembled New Jersey the most, in that New Jersey’s
average performance (3.4) came at an elevated price (efficiency rating of 4.6). Michigan
also had a comparatively expensive state apparatus (with efficiency at 4.0), but its above-
average performance (2.9) at least in part justified the expense.

Although geographically and culturally close to Massachusetts, Rhode Island
obtained very different results overall. Its below average effectiveness rating was mainly
due to its poor performance (4.5), while its efficiency was slightly above average (3.2).

Virginia and Ohio exhibited good marks on both efficiency and performance.
The former earned high performance (2.3) and above-average/high efficiency ratings
(2.6), the latter above-average efticiency and performance ratings (both 3.0).

Trends

Given the five years of data collected, the GEI can be used to make strong sugges-
tions about recent trends in efficiency and performance. We can address such questions
as, Have recent administrations—and their attempts at reform—had a measurable effect
on outcomes? Are there any core areas of state administration that are slipping behind
efficiency and performance levels in other states? Which states have shown the best
trends? Which states can we look to for advice on how to improve our own delivery
of these core services?

Table 1-4 presents the trends in efficiency for six of the surveys (excluding the
transit survey for its partial sample and the financial administration survey because it
included no efficiency analyses). In terms of general trends, no state stands out as having
dramatically reduced per-output costs since FY1994. Most states hover around the six-
state average, with the exception of Massachusetts, which is allowing per-output costs
to increase at a rate that should trigger some concern.
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Ohio’s unit cost trends were the best in the sample. Its trends for the state police

and corrections functions, however, were toward higher than average increases in cost.

The overall trends in Virginia, Michigan, and New Jersey were slightly better than

average. The judiciaries in Virginia and Michigan displayed very good efficiency trends,

as did the K-12 and state police systems in New Jersey. Rhode Island’s unit cost trends

were up to standard only in the judiciary, Massachusetts’ solely in corrections.

Table I-4. Trends in efficiency

State Correc-
State K-12  Higher Ed Highways Police  Judiciary  tions Rating
Ohio 2.00 2.75 1.63 4.10 3.95 2.89
E. Virginia 3.50 3.25 3.73 3.55 1.00 3.30 3.06
'8 Michigan 4.50 3.50 3.00 4.00 1.25 2.65 3.15
% New Jersey 1.00 5.00 2.73 1.00 5.75 3.55 3.17
Rhode Island 4.20 3.85 3.43 5.15 2.40 3.20 3.70
Massachusetts 5.00 3.75 5.40 6.00 5.30 3.35 4.80

Table I-5 provides a partial look at performance trends. Overall, the performance

trends were rather positive. The highway performance trends were toward improve-

ment for all of the states except New Jersey. Corrections trends were positive in all six

states. Trends in
financial adminis-

Table I-5. Trends in performance

tration were mixed, Correc- Financial

with New Jersey State Highways tions  Administration Rating
and Rhode Island o]  New Jersey 3.79 2.25 2.00 2.68
standing out for ] Rhode Island 2.53 3.23 2.27 2.68
recent performance. E Massachusetts 2.47 2.57 3.50 2.85
Financial adminis- R ohio 3.34 2.35 3.10 2.93
tration trends in o Michigan 3.30 1.88 5.53 3.57
Michigan and Virginia 2.23 2.53 6.00 3.59

Virginia were poor.

Obviously, we cannot suggest any overall state performance trends on the basis of

the trends manifest in three surveys. We present the partial findings for their interest and

hope that future versions of the Government Effectiveness Index will be able to provide

a fuller treatment of performance trends.

Table I-6 summarizes the
trends in effectiveness on the
basis of the two functions for
which we can calculate them—
highways and corrections. While
partial, these findings will prove
helpful in discussing (below)
some of the policy and diagnos-
tic significance of this study.

Table I-6. Trends in effectiveness

wv
wv
[}
=
[}
>
opu
)
(8]
&
(v
Ll

State Highways Corrections Rating
Michigan 3.15 2.27 2.71
Ohio 2.49 3.15 2.82
Virginia 2.98 2.92 2.95
New Jersey 3.26 2.90 3.08
Rhode Island 2.98 3.22 3.10
Massachusetts 3.94 2.96 3.45
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General Policy Significance

Static analysis

The GEI enables us to identify states that are effective, or have recently become
more effective, in the delivery of certain services or the administration of certain
functions. The snapshot of effectiveness gained from the last year of available data
(see table I-1) suggests that state-level policymakers may want to look to Virginia as
a point of reference when trying to craft reforms suitable to their own highway agency
or judiciary systems. This is also true of Virginia’s financial administration, for which
we have only collected performance data.

A more basic point can be made here. If we only have two functions that stand out
for effectiveness, then we need to experiment further in delivering services associated
with the other functions in order to create “break-out” reforms from which all states can
learn.

Other states can be cited for effective functions. For example, Ohio’s highway and
New Jersey’s judicial administrations are effective. We can also note those state functions
that had low effectiveness, such as Rhode Island’s judiciary and correctional agency, or
New Jersey’s K-12 and higher education systems.

One could, in addition, use tables I-2 and I-3 to identify those states that obtained
very high efficiency or performance ratings for certain functions, though this is prob-
ably reading too much into this study (given that the effectiveness of a cut in unit costs
is only known when balanced by the consideration of any change in the quality of
the output).

Dynamic analysis

The five years of data collected for the GEI allow us to go beyond the snapshot of
static analyses and, in fact, to draw some policy lessons from dynamic (trend) analyses.
For example, the effectiveness trends (see table I-6) indicate that reformers might want
to look at the policies put into place, or having an impact, over the five-year survey in
the Michigan Department of Corrections. Ohio’s effectiveness trend in highway ad-
ministration also deserves attention.

Policy Significance to the States

The GET’s static component allows us to identify broad areas of successful manage-
ment, as well as areas where more work needs to be done. The dynamic analyses allow
us, on a comparative basis, to gauge how effective policies have been. To state policy-
makers, who often fall prey to the parochial belief that their reforms and systems are
sui generis, the GEI offers a bird’s-eye view of their handiwork in the context of reform
efforts and administrative cultures in other states. We present some of these findings
state-by-state.
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Massachusetts

The Commonwealth’s strongest function was its K-12 education system, which
demonstrated good performance at average cost. The cost of public higher education
was a little less than what might be expected given the programs and degrees oftered
by the state colleges and universities. Highway performance was good, but expensive.
While some of Massachusetts’ cost was related to the Central Artery/Tunnel project, the
data indicated that the state’s highway program has high structural costs. Trend analyses
indicate that the highway trends (toward high cost and good performance) will continue.
Transit costs were higher than those of the two other states with which we could make
comparisons, while performance was slightly above the sample average. As of 1998
the state police were a little more expensive than the norm, but the rate at which costs
have risen warrants some attention. The judiciary’s costs were average, but performance
was so much below the norm that we should begin looking to other states for ways to
improve the delivery of justice. The correctional system was also rated below average
on both cost per output and quality of service, but recent trends point to better perfor-
mance and costs. The financial administration of the Commonwealth resembles correc-
tions in that performance is lower than in any other state in the sample; that said, trends
from 1994 to 1998 indicate that the worst is behind us and we are holding our own.

Michigan

Michigan’s strong functions were highways and corrections. The highway system
was a mix of low cost and average performance, corrections average cost and high
performance. Trend analyses suggest general improvement in both cost-per-output and
quality of service for the highway agency, and even greater improvement for corrections
(especially regarding cost containment). The state’s weakest area was K-12 education, an
extremely high cost system with better than average results. Trend analyses imply that
the cost of education in Michigan will continue to outstrip that of all of the states
except New Jersey. Higher education costs were in line with expectations, while those
of the state police were on a par with sample averages. The judiciary was very expen-
sive, but its performance was also superior. Recent trends indicate some success in
reducing, or at least holding the line on, the price of justice. The performance of its
financial administration was below average. Trend data suggest that financial administra-
tion will only get worse over the short term.

New Jersey

New Jersey has two relatively two strong state administrative functions—the judiciary
and (to a lesser degree) corrections. The judiciary exhibits both high efficiency and high
performance, corrections average cost-per-output and high performance. Trend analyses,
unfortunately, show that costs in the judiciary are spiraling upward at a very rapid rate.
The good news is that the cost of corrections is in line with sample averages and that its
performance is improving faster than in any of the other states. New Jersey’s weak areas are
K-12 education, highways, and transit. The public schools cost more than in any other
state (trend data suggest they will continue to do so), and they rate low on student achieve-
ment. The same can be said of highways, except that trends indicate that the rate of
increase in highway costs may have slowed. New Jersey Transit also costs a lot and performs
below cross-state norms. Finally, financial administration’s performance was above
average, and trends indicate that its performance was improving faster than in any other state.

www.state.ma.us

www.state.mi.us

www.state.nj.us


http://www.state.ma.us
http://www.state.mi.us
http://www.state.nj.us

10

www.state.oh.us

www.state.ri.us

www.state.va.us

Pioneer Institute for Public Policy Research - White Paper No. 14

Ohio

Ohio’s strong function was the highway agency. It displayed low costs (with trends
implying continued cost-cutting) and above average performance. In fact, Ohio perfor-
mance was above average in all state functions but K-12 education. Its financial perfor-
mance was especially good, with trend data suggesting that, as of 1998, it was still
improving vis-a-vis the rest of the sample. The Ohio Department of Corrections also
performed admirably, though at high cost. According to longitudinal data, OHDOC’s
performance was still getting better, but unit costs were also rising faster than in other
states. The judiciary’s performance was above average, but we lacked the financial data
to assess unit costs. The Ohio Highway Patrol had low unit costs but this may have
been mainly due to its restricted range of activities, especially when compared to states
like Massachusetts and New Jersey. While Ohio’s K-12 education system is not particu-
larly expensive (above the national average in normalized dollars), its performance is
worrisome. K-12 cost-per-output trends show Ohio doing a better job of keeping costs
in check; unfortunately, we were unable to do the same on the performance side.

Rhode Island

Rhode Island’s strong functions were highways and transit. The highway adminis-
tration was both low-cost and high-performance. Recent trends indicate that increases
in cost-per-output have outpaced the sample average, but performance has also in-
creased over the five years of the survey. The transit authority was more eftective
overall than either the MBTA or New Jersey Transit (though no judgment can be made
about coverage of transit services). Another area of strength would seem to be Rhode
Island’s ability to hold the cost of its state colleges and universities below what one
would expect given its programs and demographic data. The Ocean State’s least eftec-
tive functions were corrections, the judiciary, and K-12 education. All three functions
had high relative costs-per-output and low to very low performance ratings. Correc-
tional agency trends from 1994 to 1998 indicate a turn-around on both costs and
performance. The judiciary also seems to be making progress on getting costs under
control. Finally, although its 1998 rating was poor, Rhode Island’s financial administra-
tion trends during the five years of the survey also demonstrate movement toward
improved performance.

Virginia

Virginia’s strong functions were highways and the judiciary. In these two areas,
Virginia had very high efficiency ratings (both 1.0) and above average to high perfor-
mance ratings (2.7 and 1.3). Corrections was also one of its more effective functions,
with average costs and above average performance. Another function performing well
was financial administration, which easily topped the other states in the sample on such
measures as debt management, taxation, expenditures and bond ratings.Virginia did
not have any worrisome functions, though K-12 education was below average in both
efficiency and performance. If anywhere,Virginia’s weaknesses are in its trends. Efficiency
trends for highways and the state police, while below average, do not warrant too much
concern. The most significant negative area to note is the decline in Virginia’s financial
administrative trends. Although still the best performer in 1998, between 1994 and
1998 Virginia’s performance declined the fastest of any of the six states.
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PUBLIC ELEMENTARY AND SECONDARY EDUCATIONAL SYSTEMS

PUBLIC ELEMENTARY AND SECONDARY education systems operate schools
for children attending kindergarten through the twelfth grade and are funded through
taxes and other public revenues.

An effective public school system will attain the best educational results for the
financial resources dedicated to the system.

We have computed effectiveness by employing one financial measure (cost per
student) and eight performance measures (6 NAEP test scores, college entrance exam
scores, and dropout rates).

In terms of efficiency, Massachusetts had Table 1-1. Efficiency of K-12 system
the lowest cost per student—the equivalent of Cost per Student
the national average—if we normalize the State ($ normalized) Rating
dollar amounts to account fqr §1fferences in Massachusetts 6426 o
the cost of living. Ohio,Virginia and Rhode ohio 6,600 40
Island followed, in that order. Michigan and o ’ ’
New Jersey had extremely high-cost systems. Virginia 6768 4.0
All of the states except for Massachusetts spent Rhode Island 6,891 AL
more per student than the national average. Michigan 8,206 6.0

Student performance was best in Massa- New Jersey 8,961 0.0

Average 7,309

chusetts and Michigan, the only two states to :
obtain above-average ratings. Virginia’s perfor- GO A 6,443
mance was slightly below average, while New

Jersey, Ohio, and Rhode Island all performed badly. Massachusetts—the most efficient A lesson to draw

of the states—was best (or tied for best) in all but one performance category: SAT/ from the efficiency
ACT combined scores. The best performer in that category was Ohio, the second- and performance data
most efficient state. is that spending more

A weakness of our model is that in some functions, efficiency and performance does not guarantee
across the sample, or even across the nation, are below standard. K-12 education is just better results.

such a function. While the Commonwealth’s performance is better than the rest, its
NAEP test scores (which are based on a 500-point scale) are nothing to brag about.
We have therefore lowered by one point the ratings on all of the test score metrics, as
experts agree that no state is performing very well.

Table 1-2. Performance of K-12 system
NAEP Gr-4  NAEP Gr-4  NAEP Gr-8 NAEP Gr-8 NAEP Gr-8  NAEP Gr-8 SAT/ACT Dropout

State Math Reading Math Reading Writing Science  (Combined) Rate Rating
Massachusetts 229 225 278 269 155 157 1016 3.3 2.0
Michigan 226 217 277 153 1019 2.6
Virginia 223 213 270 266 153 149 1001 3.3 3.8
New Jersey 227 219 271 1004 4.1
Ohio 267 1022 5.4 4.7
Rhode Island 220 218 269 262 148 149 999 4.6 4.8
Average 225 218 272 266 152 152 1,010 4.1

National Average ~ 224 212 271 261 148 148
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The effectiveness rating is com-
puted by taking the equally weighted
average of the efficiency and perfor-
mance ratings. Of the six states,
Massachusetts’ K-12 education sys-
tem proved to be the most effective.
Rhode Island, Michigan,Virginia,
and Ohio had average effectiveness
ratings. Michigan’s poor efficiency
rating was offset by its above-average

Table 1-3. Effectiveness of K-12

State Efficiency Performance  Rating
Massachusetts 3.5 2.0 2.3
Virginia 4.0 3.8 3.9
Michigan 6.0 2.6 4.3
Ohio 4.0 4.7 4.3
Rhode Island 4.0 4.8 4.4
New Jersey 6.0 4.1 5.1

performance rating. Higher than average spending per student in Rhode Island and

Ohio obtained low student performance.Virginia’s efficiency and performance ratings

were both below average. New Jersey, with the highest expenditures and only mediocre

performance, rated least effective.

Trends

An analysis of trends is only possible
regarding efficiency. The efficiency trends
were best in New Jersey and Ohio.
Virginia and Rhode Island came next.
Michigan and Massachusetts increased
spending per output greatly. Over three
years of data (FY1994-1996), growth in
cost per student was highest in Massa-
chusetts, followed by Michigan, Rhode
Island,Virginia, Ohio, and New Jersey.
The national growth in cost per student
over the same period was 7.5 percent.

Table 1-4. Efficiency trends, 1994-1996
(percentage change)

State Cost per student (%)  Rating
New Jersey 3.9 1.00
Ohio 5.6 2.00
Virginia 7.8 3.60
Rhode Island 8.4 4.20
Michigan 8.8 4.50
Massachusetts 10.0 5.00
Average 7.5

Longitudinal performance data were not consistent enough to ascertain performance

trends.
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Data Context: I inq Budaets £ A Higher P Hon of Teact

As table 1-4 makes clear, Figure 1-A. Students per FTE staff
states are increasing per-student

. . 10
expenditures, often claiming

that class size reduction is a main

policy objective. As figure 1-A 9
shows, school administrators in
four of the six states have, in

fact, lowered the number of
students to total staff.
Unfortunately, administra-

tors have not ensured that a
high proportion of new hires 6
be teachers. Over the fiscal 1994 1995 1996 1997

years reported, full-time equiva-
lent (FTE) teachers as a per- Figure 1-B. FTE teachers as a percentage

centage of FTE staff have of FTE staff, trends 1994-1997

actually decreased in every state 70
except Ohio (see figure 1-B).
Michigan’s large increase in ———

. .. . RI
expenditures coincided with

. 60

a 2.2 percent reduction in the
proportion of staft made up of o TTTTTTmmmee—e—ceomcneceocoooo __OH

teachers. In Massachusetts, the
50

percentage was higher prior to 2V [~

the passage of the Education
Reform Act of 1993.

In FY 1994 61.9 percent of 40
all employees in private schools

1994 1995 1996 1997

were teachers. Private schools Figure 1-C. FTE teachers as a percentage

with religious orientations fared of FTE staff. 1997
even better: 64.2 percent of

Catholic school employees were 80%

teachers and 65.2 percent of those 70%
in schools with “other religious 60%

orientations” were teachers. As —

5
(=)
B R
. 50% [ = I —m
figure 1-C shows, in 1997, of the — J g Ig
. . . Vet mi i m = o= mam vl
six states in our sample only in 40% ) i > I = Iv
. . £ [=)} - [
Rhode Island did the public sys- 30% M2 'zl I& :',I o I T
. . S = -l.
tem approximate the proportion  20% HEHsHEH H2H.e 13- 1S
sl 2] ol | ° I . I_,
of the workforce made up of 10% Hal- S =z})lel3 5 1 H K
. . [} orm (7] = = = © re=)
teachers found in private schools. =| =] =] O] =] & o I o I =

0
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Figure 2-A. Probable
cost hierarchy
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While highly comparable,
these six public systems

of higher education have
different cost structures.
This is because of differ-
ences in programs offered,
enrollments, and the
quality of degrees conferred.
Based on an analysis of
the above demographic and
institutional differences,
we propose the probable
hierarchy of costs in

figure 2-A.
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HIGHER EDUCATION

PUBLIC INSTITUTIONS OF HIGHER LEARNING are funded from tax revenues,
fees, and tuition.” An efficient public system of higher education will make use of the
fewest financial resources to provide the best education possible to students.

As we lack sufficient data on student achievement to carry out performance analy-
ses, we can hazard neither a performance rating nor an effectiveness rating. Our analysis
will concentrate on efficiency. To assess efficiency we present two financial resource
measures (expenditures per student and expenditures per degree).

Data on total expenditures in private institutions often include capital costs and
debt payments, and we would have preferred to employ similar data here. Unfortu-
nately, those data were not available. We have, therefore, used current fund expenditure
data to assess efficiency.!”

To evaluate efficiency with due subtlety, in addition to normalizing dollar amounts
to account for cost-of-living differences, we have scaled the scores according to cost-
related institutional difterences. We present the probable hierarchy of costs in figure 2-A as
a tool that will aid in scaling our rating to account for difterences in degree programs
offered and student body composition.!!

Scaling the effici
cang e SHEency Table 2-1. Efficiency of higher education

ratings in accordance with

figure 2-A, we can present our Cost per FTE Cost per

findings in table 2-1. According Student Degree .
to both metrics, Rhode Island is State ($ normalized) ($ normalized) Rating
more efficient than its System’s Rhode Island 12,183 52,947 2.0
demographic and institutional Massachusetts 11,693 54,980 2.8
characteristics would have led Virginia 17,962 85,348 2.8
us to expect. Massachusetts and Michigan 19,265 71,112 3.5
Virginia also have lower costs Ohio 16,005 77,013 3.8
per student than expected, but New Jersey 14,551 73,825 6.0
their efficiency on the cost per Average 15,277 69,204

degree metric is mediocre.
Michigan, on the other hand, has good cost-per-degree efficiency, but its per-student
costs are higher than expected.

New Jersey’s efficiency was the lowest on bot