COVID-19: Financial Implications for School Districts
May 4, 2020

© Education Resource Strategies, Inc. 2018

Today’s discussion
Premise:
The COVID-19 pandemic has fundamentally changed the landscape in which school
district leaders are working to improve educational outcomes for all students.
Questions we will address:
• What is the potential financial impact of the current crisis on school systems?
• What will it take for systems to adjust to the new economic environment?
• How could leaders of partner organizations best support our district partners in the
coming months?
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Tips for Happy Zooming
• Please keep yourself muted when you are not speaking to reduce feedback.
• We recommend using headphones with a microphone – also to reduce feedback.
• We want to see your faces! If you feel comfortable and able to do so, please turn on
your camera.
• Things happen. We’ll roll with it.
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How to engage in the discussion
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As we enter this conversation…
We are deeply
grateful

What are you grateful
for today?
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As we enter this conversation…
We are deeply
grateful

We are continuously
learning

We (sadly) don’t have a
crystal ball
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Every School. Every Child.
Ready for Tomorrow.
ERS is a national nonprofit that partners with district,
school and state leaders to transform how they use
resources so that every school prepares every child
for tomorrow, no matter their race or income.

STRATEGIC
THE
STRATEGIC
SYSTEM DESIGN
SCHOOL
for strong schools

Successful
schools
ERS
supports
schoolbeat
the oddsleaders
by “doing
school”
system
to change
in new
ways.
the
odds
so that every
school and every child can
thrive.

How we support the field

Partnerships with
districts and states

Workshops,
webinars, and events

Do-it-yourself tools
and research

We work with states and districts nationwide

Current District Work
Past District Work

Current State Work
Past State Work
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We create DIY tools and in-depth research based on our
learning from real districts that are transforming

School Designer
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Today’s discussion
Premise:
The COVID-19 pandemic has fundamentally changed the landscape in which school
district leaders are working to improve educational outcomes for all students.
Questions we will address:
• What is the potential financial impact of the current crisis on school systems?
• What will it take for systems to adjust to the new economic environment?
• How could leaders of partner organizations best support our district partners in the coming
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Before the pandemic, school districts faced a triple squeeze
that complicated transformation efforts
A higher bar for student
learning and greater needs
Unsustainable cost
structures
Flat or declining revenue
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The pandemic is exacerbating the squeeze – and highlighting preexisting challenges in ways that may drive us closer to action
A higher bar for student
learning and greater needs
Unsustainable cost
structures
Flat or declining revenue

Greater depth, breadth &
inequity of student need
Ongoing constraints on service
delivery from social distancing
Even greater financial
pressure due to precipitous
drops in tax revenue
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Responding to greater student needs will require investment
in several areas
Assessing student learning & social-emotional needs
Providing extra time, staff & programming for education recovery
Providing social-emotional support

To-be-determined: Social distancing imperatives
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The pandemic is intensifying need among our most
vulnerable populations
This projected poverty rate
represents an increase of more than
21 million individuals in poverty and
would mark the highest recorded
rate of poverty since at least 1967.
Center of Poverty and Social Policy
at Columbia University

Source: Zachary Parolin & Christopher Wimer, Forecasting Estimates of Poverty during the COVID-19 Crisis, Center on Poverty and Social Policy at Columbia University,
https://static1.squarespace.com/static/5743308460b5e922a25a6dc7/t/5e9786f17c4b4e20ca02d16b/1586988788821/Forecasting-Poverty-Estimates-COVID19-CPSP-2020.pdf. SPM = Supplemental
Poverty Index. See page 2 of Parolin and Wimer for a full definition of this index.
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Superintendents are feeling the pressure to meet
basic student needs
Usually this time of year, I am 70% focused
on next year. Now, it’s the reverse.

I know there is a silver lining, I just can’t work
on it right now. I welcome help thinking about
the future with open arms.

Source: ERS discussions with superintendents of large urban school districts

As a leader I know I need to
lead toward the best possible
outcome over time, but right
now I have to be in the fierce
urgency of now.
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Leaders at all levels are fearful of the long-term impact
on teaching, teachers and students
We were just crossing the bridge of getting
our staff on board around high-quality
instructional materials and expectations for
grade-level learning... and now...what?

I spend most of my time providing
support for my classroom teachers
with their emotions and students
with their organization.

The same trauma our students were dealing with prior to
COVID-19 is not only magnified but they are consistently
being immersed in it. What will we do to triage and or find
support for them?

How can we get all of our teachers on the
same page with creating consistent and
equitable grading patterns for all of our
students through our PLCs?

We were already
operating with
razor-thin margins.

I asked the students in my 7th grade advisory who had been outside since the quarantine
started. One said yes – and only once, to fetch her laptop from her mom’s car.
Source: ERS, New Teacher Center, UnboundEd
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The 2008-09 recession was the deepest in the post-war
period. What can we learn from that experience?
Decline in Annual GDP during U.S.
Recessions since 1948

Peak Monthly Unemployment during
U.S. Recessions since 1948
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Source: Bureau of Economic Analysis and Bureau of Labor Statistics, ERS analysis.
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K-12 funding dropped significantly, recovering only
years after the recovery was underway
K-12 per-pupil funding, 2007-08 to 2016-17
(2007-08 = 100%)
Short-term federal stimulus

104%

funds partially offset declines in
state and local funding

102%
100%

All funding

98%
96%

It took seven years
for K-12 funding to
return to prerecession levels

94%
92%
90%

By 2011, state and local funding had dropped
nearly 8% from pre-recession levels

88%
86%

Pct growth
in GDP
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Source: National Center for Education Statistics, ERS analysis.

State and local
funding only
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Most districts used 2008-09 stimulus funds to replicate
and sustain existing structures
In most districts…

But strategic districts…

• Inertia and existing processes,
rather than reform priorities, drove
allocation and distribution of
ARRA resources.

• Focused on protecting the right jobs to fit current
needs, not just any job

• ARRA funding was used primarily
to “backfill” state and local budget
cuts and preserve existing
programs, services, and
educator jobs

• Strategically raised class sizes in some subjects and
grades to create time and support for teacher teaming
and planning for student instruction & support

• Directed dollars to pay some teachers more for
greater expertise or taking on bigger jobs

• Redirecting dollars from remediation to early
diagnosis and intervention

Source: https://bellwethereducation.org/sites/default/files/legacy/2010/11/Bellwether_Conflicting-Missions-Unclear-Results.pdf, ERS analysis
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By FY15, most states had reduced their contributions to
K-12 education – many by 10% or more
Percent change in student spending, inflation-adjusted, FY08-FY15
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Economists predict the pandemic is driving an economic
decline significantly larger than the Great Recession…
Decline in Annual GDP during U.S.
Recessions since 1948
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Peak Monthly Unemployment during
U.S. Recessions since 1948
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Source: Historical data from Bureau of Economic Analysis and Bureau of Labor Statistics. 2020 projections from the Congressional Budget Office, https://www.cbo.gov/publication/56335
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… with a potentially major impact on state budgets

With less revenue, state leaders
must also contend with rising
health care costs, poverty and
unemployment – while
addressing the need for
education recovery
“equal to more than a third of state revenues.”
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States vary in current K-12 spending and the proportion
of that spending coming from state revenue
State $pwp vs. contribution from state
100.0

More reliant on state funding

U.S. avg
47.0%

Percent contributed by state

80.0
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40.0
30.0
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0

Sources: NCES, ERS analysis.

$-

HI

Relatively low-funded
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Therefore, a 33% decline in state revenue would likely have a
deeper impact on school districts in certain states
Projected impact of a 33% decline in state
revenue, holding all other revenue constant*
<12%

12-16%

16-20%

>20%

U.S. average = 15.5%

AK
HI

* I.e. does not include potential decreases in local tax revenue or additional federal stimulus dollars
Sources: NCES, ERS analysis.
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Broader economic factors may increase risk of
declining tax revenue in some states
Projected impact of a 33% decline in state
revenue, holding all other revenue constant*
<12%

12-16%

16-20%

>20%

States not included in categories below
Energy-reliant states: Severance taxes
comprise at least 5% of state revenue
Tourism-reliant states: Tourism accounts for
at least 5% of state GDP
States with least diversified economies,
regardless of industry: Hachman Index < 70

AK
HI

* I.e. does not include potential decreases in local tax revenue or additional federal stimulus dollars
Sources: NCES, Pew Trusts, University of Utah Hachman Index, ERS analysis. U.S. average for Hachman Index is 89.1.
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High-poverty districts with lower property tax bases are more
reliant on states and the federal government for funding
Sources of K-12 Revenue, by enrollment and economic need, 2015-16
7.7%
15.3%
30.2%

46.8%

8.3%
22.1%

27.5%

42.1%

7.6%

5.9%

14.6%

15.7%

28.4%

49.4%

34.6%

43.8%

20K<20K
< 70%50K
FRL,+> 50K < 70%20-50K
FRL, 20-50K < 70%<FRL,
students
students
students

11.8%

12.0%

12.6%

10.1%

13.2%

10.1%

17.0%

19.1%

29.7%

48.4%

57.8%

58.1%

All
All

Poverty

All

# districts

13,614

68

224

11,142

22

64

2,094

Avg $pp

$13,464

$11,672

$11,955

$14,399

$13,516

$14,024

$13,180

Note: Does not include New York City Department of Education or its component districts.
Sources: NCES, ERS analysis.

Pct Local other
Pct Local Property

Enrollment

Less than 70% FRL

Pct Federal

Pct State

20K<20K
> 70%50K
FRL,+> 50K > 70%20-50K
FRL, 20-50K > 70%<FRL,
students
students
students
More than 70% FRL
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Many states are receiving CARES Act infusions equal to
3% or more of current K-12 funding
Estimated CARES Act contributions, percent of operating expense
5.0%
4.5%
4.0%
3.5%
3.0%

41 of 50 states between 1.7% and 3.4%

2.5%

U.S. Average = 2.7%

2.0%
1.5%
1.0%

CARES Act
funding for K-12
education totals
less than 15% of
funding available
under ARRA in
2008-09*

0.0%

Mississippi
Arizona
Louisiana
New Mexico
Florida
Alabama
California
Texas
North Carolina
Tennessee
Kentucky
Arkansas
Oklahoma
Georgia
Nevada
South Dakota
South Carolina
Oregon
Idaho
West Virginia
Michigan
Alaska
Montana
Delaware
Indiana
Rhode Island
Ohio
Missouri
Illinois
New York
Pennsylvania
North Dakota
Washington
Hawaii
Maryland
Wyoming
Vermont
Maine
Virginia
Wisconsin
Colorado
Kansas
Nebraska
Utah
Massachusetts
Minnesota
Iowa
New Jersey
New Hampshire
Connecticut

0.5%

* Includes $13.5B in Education Stabilization Fund and $3.0B in Governors’ Discretionary Funds; per Michael Griffith, assumes half of Governors’ funds are used for K-12 education. ARRA investment in K-2 education totaled $86B, or $103B in
today’s dollars.
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Sources: NCES, Center for Budget and Policy Priorities, ERS analysis.

CARES Act provides incremental funding, greater flexibility on
existing federal funds (and imposes new costs)
Funding
$13.5B Elementary/Secondary Fund:
• District allocations are ~85% of
district of Title I allocations
• Intended for crisis management, but
broad range of allowable uses
$3.0B Governor’s Education Fund
• Governors decide allocation & use
• Broad range of allowable uses

Sources: CARES Act, NCSL, Education Week, District Administrator, ERS analysis.

•
•
•

•

Flexibility (with waivers)
Use Title II funds more flexibly
Carry over as much Title I money as
they want from 19-20 to 20-21
Use Title IV funds more flexibly,
including for social-emotional
support, mental health and digital
devices
Run schoolwide Title I programs
regardless of the share of lowincome students in districts and
schools

New Costs
COVID-19 public health emergency
leave:
• Effectively extends FMLA &
sick leave coverage well
beyond prior minimums (up to
24 weeks)
• Extends employee eligibility for
coverage to 30 days on payroll
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However, potential declines in state tax revenue could
far surpass support available through the CARES Act
Estimated CARES Act contributions, percent of operating expense
35.0%
30.0%
Additional gap with
33% revenue hit

25.0%
20.0%

Additional gap with
20% revenue hit

15.0%

CARES Act funding

10.0%

“America’s public schools will
need $70 billion for three
consecutive years in the next
round of federal stimulus
spending to avoid painful cuts
such as teacher layoffs.”
Education Week, 4/21/20, citing
analysis by Michael Griffith

0.0%
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5.0%

Sources: NCES, Center for Budget and Policy Priorities, Michael Griffith, ERS analysis.

Unknown: new federal
stimulus funding – could total
$200B over multiple years
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Some districts are already finding savings that exceed
new costs they are incurring

HIGHLY PRELIMINARY

Potential Savings
Supplies and Equipment
Utilities
Substitutes
Student Transportation
Stipends and overtime
Hourly employees
Hiring freeze
Travel

Preliminary estimates of near-term financial impact
Pct of annual optg expense

Conservative

Aggressive

Potential savings

2.0%

3.5%

New expenditures

1.5%

0.5%

Net impact

0.5%

3.0%

Contracts
New Expenditures
Food Service-delivery, over-time, extra meals
Technology and Distance Learning
Other, including Hazard Pay, Sanitation, Risk Mitigation
Source: ERS analysis of school district budgets.
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District leaders will need to maximize short term savings and
build a range of planning scenarios for SY2021
Average impact
(will vary by state and district)

Source/Use of funds
• SY1920 Savings

+ 1.7%

• CARES/Stimulus Allocation

+ 2.7%

• Reduced Revenue from States

- 15.5%
Subtotal:

-11.1%

Not yet accounted for:
• Reduced Revenue from Local sources
• Investments for new needs
• Investments for social distancing imperatives
• New federal stimulus funds
Total Needed Reduction in Spending:
Source: School district interviews, ERS analysis.

??? (likely significant!)
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Today’s discussion
Premise:
The COVID-19 pandemic has fundamentally changed the landscape in which school district
leaders are working to improve educational outcomes for all students.
Questions we will address:
• What is the potential financial impact of the current crisis on school systems?
• What will it take for systems to adjust to the new economic environment?
• How could leaders of partner organizations best support our district partners in the coming
months?
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Our starting place: How do school districts use
resources today?
Typical School District Budget Allocations
(Pct of annual operating expense)
Leadership & Management

8.5
6.6

School-based non-personnel,
including instructional materials

16.8

Operations

24.0

Other School-Based
Compensation
Teacher Compensation

Source: ERS comparison database.

What if we try to get through this
period by reducing our spending
a little bit in a lot of places – that
is, keep doing what we’re doing,
but less of it?

44.1
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A hiring freeze on teachers would disproportionately
affect students in high-poverty schools
Typical School District Budget Allocations
(Pct of annual operating expense)
Leadership & Management

8.5
6.6

School-based non-personnel,
including instructional materials

16.8

Operations

24.0

Average teacher
attrition, by school
poverty level
20.0%

In the highest need schools, average
class size could increase by up to 5
students…

12.7%

Other School-Based
Compensation
Teacher Compensation

Vacancies in special education roles
still must be filled to comply with
maintenance of effort requirements

44.1
FRL <80%

Source: ERS comparison database, ERS analysis.

Leaving 4% of teaching positions vacant
would increase average class size by 1
student across the system while saving
1.8% of annual operating expense. And:

FRL >80%
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A salary freeze saves significant resources – but risks
exacerbating the growing wage gap for teachers
Typical School District Budget Allocations
(Pct of annual operating expense)
Leadership & Management

8.5
6.6

School-based non-personnel,
including instructional materials

16.8

Operations

24.0

0%
-5%
-10%

Other School-Based
Compensation
Teacher Compensation

Teacher Weekly Wage Penalty,
1996-2018

-15%

Freezing salaries for
all district staff could
save up to 1.5% of
annual operating
expense

-20%

44.1

-25%

Source: Allegretto, S. and Mishel, L. “The teacher weekly wage penalty hit 21.4% in 2018, a record high.” Economic Policy Institute. April 24, 2019. https://www.epi.org/publication/the-teacher-weeklywage-penalty-hit-21-4-percent-in-2018-a-record-high-trends-in-the-teacher-wage-and-compensation-penalties-through-2018/, ERS comparison database, ERS analysis.
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Reductions in district staff and operations costs are common
targets when budgets are tight (and are often already tapped)
Typical School District Budget Allocations
(Pct of annual operating expense)
Leadership & Management

8.5
6.6

School-based non-personnel,
including instructional materials

16.8

Operations

24.0

Other School-Based
Compensation
Teacher Compensation

Source: ERS comparison database, ERS analysis.

44.1

Action

Theoretical Savings %

Reduce “true district overhead” staff by 25%

1.3%

Negotiate a 10% cost reduction in out-of-pocket
costs for facilities and maintenance

0.4%

Negotiate a 10% cost reduction in utilities

0.3%

Reduce student bus routes by 5%

0.3%

Total theoretical savings, central noninstructional costs

2.3%

Cancel contracts for professional growth, curriculum
development, research and school support

2.0%

Reduce investments in instructional materials and
supplies by 50%

1.5%

Total theoretical savings, professional growth,
curriculum, instructional mat’ls and related costs

3.5%
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Reducing other school staff could generate savings but may
have unintended consequences in a post-COVID world
Typical School District Budget Allocations
(Pct of annual operating expense)
Leadership & Management

8.5
6.6

School-based non-personnel,
including instructional materials

16.8

Operations

24.0

Other School-Based
Compensation
Teacher Compensation

Source: ERS comparison database, ERS analysis.

44.1

Action

Theoretical
Savings %

Reduce 40% of custodian positions (new ratio: 2 per 500 students)

1.1%

Reduce 33% of gen ed aide positions (new ratio: 2 per 500 students)

0.7%

Reduce 25% of school secretary/clerks (new ratio: 2 per 500 students)

0.6%

Reduce number of APs by 20% by increasing enrollment levels required to
"earn" an AP

0.4%

Reduce instructional coach positions by 20%, increasing average span of
responsibility to 30 teachers each

0.3%

Reduce librarian positions by 20%, (new ratio: 0.5 librarians/500 students)

0.2%

Reduce social-emotional staff positions by 10%, increasing average load
to 300 students per S/E staff member

<0.1%

Reduce nursing positions by 10%, increasing average ratio to 0.4 nurses
per 500 students

<0.1%

Total theoretical savings with all reductions enacted

4.9%
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Theoretically, some school districts may be able to close
their budget gaps for 20-21

100% of all identified cost
reductions

Action

Source ERS:

Pot’l impact

Considerations

Impact of lower state revenue, CARES Act & SY1920 shifts

(11.1)

Average, will vary by state and district

Impact of lower local revenue, new federal stimulus and new
investments to address COVID-related needs

TBD

Freeze teacher hiring

1.8

Impact concentrated in highest-need schools; need to fill
Special Ed roles

Freeze all staff salaries

1.5

Exacerbates existing pay gaps for educators

Reduce central office staff 25%

1.3

Must be targeted to minimize impact on essential services

Re-negotiate and re-structure operations expenses

1.0

Savings often have been captured already

Cancel third-party PL, curriculum, research and school supt

2.0

Stymies instructional improvement when it’s needed most

Cut spending on instructional materials and supplies by 50%

1.5

Stymies instructional improvement when it’s needed most

Radically reduce school-based non-teaching staff

4.9

Reduces supports that are more necessary in a pandemic
(instr support, social-emotional, cleaning/custodial, etc.)

Total theoretical savings associated with aggressive
“let’s get by” cost reduction strategy

14.0
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Are the tradeoffs worth it?
To foster educational recovery, students and educators will need…
• More instructional and planning time
• Social-emotional support – for students and staff
• Re-assessment to guide instruction
• New professional learning for teachers
• Flexibility for staff to care for their own families
• Clear, consistent communications with families
• More tutors and other instructors to provide extra learning
• Replenish technology distributed for distance learning
With social distancing, they could also need…
• Sustained investments in sanitation and health services
• Creative scheduling and transportation strategies
• Options to reduce instructional group sizes
• Additional student nutrition services

In contrast, our “let’s get by” cost reduction strategy…
• Increases teacher and support staff loads, especially in the
highest-need schools
• Reduces social-emotional and physical health staff
• Reduces sanitation and health services
• Reduces professional learning time
• Eliminates investments in new curricula and related supports
…while making it more difficult to…
• Provide more instructional time
• Add tutors or other instructors
• Increase the pace and rigor of assessment
• Closing gaps in access to technology for remote learning
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School districts cannot – and will not – come back the
same as they were before
New challenges facing school district leaders
• Significant unfinished learning: According to NWEA, students are
likely to retain up to 70% of learning gains in reading, 50% in math and
could be a full year behind normal projections in some early grades
• Increased social-emotional needs: Many nonprofit service providers
will not survive the economic downturn, while many students will be
managing loss and other trauma due to the pandemic
• Intense financial pressures: Balancing budgets while aiming to
return to “the old way” will require massive cuts at a time when
students need services most
• Designing learning experiences for the possibility of long-term
social distancing requirements: Including professional development
and new systems and structures for teachers to lead remote learning

I think it’s going to be really challenging
to go back to a system that ties kids
down to a classroom, to a seat, with the
same-old, same-old we had in the past.
- Superintendent

Instruction will never look the same
again given all we are learning and how
we are empowering students, families
and teachers with technology and
agency over their learning.
- Superintendent

Source: Kuhfeld, M. & Tarasawa, B. (2020). The COVID-19 slide: What summer learning loss can tell us about the potential impact of school closures on student academic achievement. NWEA.; ERS discussions with
district leaders; media reports.
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This raises the urgency for the key shifts in resources
that “strong schools” already employ…
 Rethink rigid class sizes and one-teacher classroom models to target individual attention, especially for
struggling students
 Optimize existing time to meet student and teacher needs and expand as needed
 Restructure one-size-fits-all teacher compensation and job structures to foster individual and team
effectiveness, and reward contribution
 Change up who does what when for whom by exploring innovative ways of delivering instructionthrough
technology and outside partners
 Explicitly address social/emotional learning needs for all and provide targeted supports for some
 Optimize professional learning time through new models for teacher/staff teaming and expert support –
and expand time when possible
Source: ERS.
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… and demands that we build on innovations that are
emerging in the current crisis
• District leadership teams actively using technology for communication
• Teachers using technology to delivery support and material to students
• Students helping each other via technology
• Parents accessing digital content and engaging with teachers over the internet
• Students and parents learning to create at-home learning schedules
• Teachers working part time to support learning in new ways
• Teacher leaders playing new roles
• Flexible uses of teaching and learning time
45

Today’s discussion
Premise:
The COVID-19 pandemic has fundamentally changed the landscape in which school district
leaders are working to improve educational outcomes for all students.
Questions we will address:
• What is the potential financial impact of the current crisis on school systems?
• What will it take for systems to adjust to the new economic environment?
• How could leaders of partner organizations best support our district partners in the
coming months?
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The issues students, educators and leaders face are
multi-faceted and will evolve over time

Source: https://instructionpartners.org/resources/reentry-recovery
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District leaders and support partners are beginning to
scope options for SY20-21
Continued social
distancing with 100%
remote learning

For all scenarios, we must plan to:

Limited social
distancing requiring
hybrid models

• Provide social-emotional support for students

Full return to inperson school

• Assess student academic and social-emotional needs
• Provide time, staff and programming for educational
recovery
• Support and prepare teachers
• Provide technology to enable learning in all contexts
• Organize non-instructional resources
• Address inequities that continue to affect the
experience of students with the greatest needs
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Other questions we are wrestling with
• What are the most important questions for system leaders to be thinking about as
we begin preparing for re-entry?
• What is the highest best use of the expertise that support partners and
grantmaking organizations can bring in advancing problem-solving around these
questions?
• How can we collaborate to minimize the “noise” district leaders must cut through to
help them focus on the strategies and actions with the highest potential impact on
students?
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