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CHAI R GENE THERRI AULT called the Joint Commttee on Legislative
Budget and Audit neeting to order at 8:07:39 AM Senat ors
Stedman, Geen, and WIken, and Representative Sanuels, were
present at the call to order. Representatives Chenault, Hawker
and Meyer, arrived as the neeting was in progress.

| NFORVAL WORK SESSI ON ON THE ALASKA SCHOOL DI STRICT COST STUDY
BY | SER [ I NSTI TUTE OF SOCI AL AND ECONOM C RESEARCH]

8:08:54 AM

BRADFORD H. TUCK, Senior Researcher, Institute of Social and
Economic Research [ISER], University of Alaska Anchorage

relayed that the two nost significant differences between the
school district cost factors studies, conposed by the AR
[ Anerican Institutes for Research] and |ISER, are the energy and
sal ary conpensation costs. The AIR study opted to design a
nodel that estimted energy costs based on assunptions about the
building efficiency and prototypes; the |ISER study found a 40
percent error margin with AIR s energy cost nethodol ogies.
Therefore, the I SER study opted to use actual energy costs. The
studies wused different salary conpensation nethodologies to
estimate personnel costs, specifically +the teachers’ and
adm ni strators' conponent. He related that AIR s study had a
conparative wage index that was not relative to Al aska, and | SER
di scovered specification errors in the equation used to estimte
the teachers' and adm nistrators' conpensati on.

8:12: 02 AM

MR, TUCK, in response to Chair Therriault, agreed that the
energy and salary costs are the mmjor differences between the
af orenmenti oned st udi es.

8:12:58 AM

CHAI R THERRI AULT asked M. Tuck to systematically review the
| SER met hodol ogi es used to address the energy and salary cost
factors.

8:13:15 AM

MR. TUCK related that |ISER cal cul ated the energy costs by using
actual budget figures reported by the school districts. The
actual costs were then applied to AIRs matrix of categorizing
expenditures and divided by a per student energy cost for each
district. Therefore, the formula would be as follows: t he
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energy cost for district 'X, divided by the energy cost per
student for Anchorage, calculates the energy index for district

"X The | SER averaged the budget shares over a four fisca
year (FY) period, which was calculated into the energy
conponent; he noted that averaging stabilizes the energy

conponent figures and hel ps account for such things as different
weat her patterns.

MR. TUCK turned to pages 6 and 7 of the study entitled, "Al aska
School District Cost Study Update" which details the differences
between the |ISER and AIR nethodol ogies for conpensation. He
surmsed that the AIR study didn't account for the follow ng
factors: the different districts' purchasing power, salary
conpensation is not of market equilibrium prices, and the
exi stence of a queue that could inply quality differences in the
pool of candi dates. The |SER study incorporated a neasure of
"district purchasing power"” that accounts for the anount
allocated to school districts for operations, which in turn
i nfluences the conpensation of the admi nistrators and teachers,
and doesn't reflect the market equilibrium price. The
di screpancy between the quality of applicants supplied and the
guantity demanded at a particular price defines a queue.

MR TUCK pointed out that the |ISER study added "comunity
specific" data which addressed the concern that not all
comunities within a district are equally attractive to teachers

or adm nistrators. Therefore, the |ISER study estimted the
turnover rates of workers within particular districts given the
following variables: the comunity, district, job, individual

characteristics, and conpensation. The | SER study analyzed the
survival rates across the 53 Alaskan districts and the |evels of
adj ustmrent needed to conpensate a district, for the expectant
survival rate wthin that district, to be equivalent to
Anchor age.

8:24:35 AM

MR TUCK related that the |SER study analyzed the types of
conpensation and comunity characteristics that influence an
individual's decision to nove. The |ISER study wused four
categories of an individual's decision to nove from one
community to another, which includes the follow ng: teachers
changing to other teaching positions, teachers changing into
adm ni stration positions, admnistrators changing into other
adm ni stration positions, and admnistrators changing into
teaching positions. He related the underlying econonc
hypot hesi s behind changing positions reflects an individual's
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assessnment that they're going to a better position. The | SER
study applied a statistical technique that analyzed how nuch
conpensation would have to be adjusted so the probability of

nmoving, from one district to another, is equal across al
districts. He noted that the |SER approach addresses "supply
type questions,” essentially retaining and attracting the

faculty and admnistrators to the [rural] school district
posi tions.

8:27:52 AM

CHAI R THERRI AULT said the salary conmponent is a large portion of
any district's expenditures and location has little effect on
those expenditures, but the salary conponent involves the
[unrelated] issue of human irrationality into the equation.
Thus, the |ISER proposal suggests that people make decisions
solely on the basis of salary, which doesn't account for the
fact that individuals choose to live in specific communities for
vari ous reasons, such as a job for their spouse, the size of
cl ass, climte, di stance from other famly nenbers, and
offerings in the community. He said:

| am not sure, because of that human irrationalities
factor, that we, nunber one, have enough noney to
overcone all of that. Nor, is it necessarily conmon
sense that you would have to overcone all of that, but

am | right that your [ISER] nodel really does go
to that ideal situation where you would have enough

noney to overcone all of those comunity selection
factors?"
8:31:54 AM
MR TUCK replied that the |ISER study doesn't assune al
individuals are identical; hence, the nodel recogni zes
i ndi vi dual preferences and accounts for the fact that nobst noves
are voluntary. He related that when teachers nobve from one
place to another they're increasing their personal well-being
which is incorporated into the nodel. In further response to

Chair Therriault, he said that the estinmation process included
the variables of climate and renote distance, but there was no
avai l able data about famly characteristics, such as narital
status and famly size. However, the study enconpasses
specificity about the types of teaching positions. He said:

[Chair Therriault's] point is valid in that this nodel
is not going to predict how a particular individual is
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going to respond to an offer, but the aspects of
renoteness, the conmmunity nake up, general access
guestions, and so forth, ... are part of analysis ....
| think the analysis does address sonme of the issues
[Chair Therriault] raised but clearly the data won't
permt us to address some of the other issues that you
raised, but ... in that the noves that we've observed

that information does reflect the preferences of
the individuals that are currently in the system and

in that sense ... the individual decisions about the
kind of school they're going to, the famly situation,
jobs for spouses, [and] things like that ... is taken

account of in the nodeling.
8:37:26 AM
CHAI R THERRI AULT asked:

Was there ... any kind of a factor that ... quantified
the districts that offer housing. It seens to be that
if a district appeals to the younger, newer teacher,
who's perhaps just coming out of college, has high
student debt, is not narried, they're trying to pay
dowmn their student loan, so if they can find a
district that is able to offer sone kind of a housing
or housing stipend, that for the first couple of years
of their teaching ... they may be attracted to that
and therefore, give up sone of the larger community
anenities or go to a harsher climate while they try to
pay down that debt and get a couple of years of
experience. Was that factored in sonehow, because |
know that housing is not offered certainly wuniform
across the districts?

8:38:28 AM

MR. TUCK replied he was quite certain that the | SER study didn't
have a specific variable that neasured the housing benefit.
However, the AIR study captured data from one year on housing,
but the I SER study couldn't incorporate the entire sanple period
into its data w thout encountering problenms. Therefore, benefit
variables are not nodeled explicitly in the study, because

benefits like retirement are nostly uniform across the state.
However, the [|ISER study nentions that health benefits vary
across districts, in ternms of contribution rates and the

benefits derived from health packages for individuals and
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enpl oyers. Better data would offer a nore precise analysis, he
not ed.

8:40: 45 AM

MR TUCK, in response to Senator WIken, said that the |SER
study used actual cost expenditures on energy and calculated a
per student figure, while the AR study nodeled the potenti al
energy costs based on the school district's climtic zone.

8:41: 37 AM

SENATOR W LKEN asked if the study factored in the hours of
school use beyond [regul ar] public school hours.

8:42: 03 AM
MR. TUCK replied no.
8.42.: 05 AM

SENATOR WLKEN recalled that in 1997 and 1998, during the
Educati on Foundation Reform the |ISER study was critical of the
McDowel | study, which was the basis of the reform  The overal
consensus [from the |ISER study] was that the MDowell study
wasn't correct, despite the fact that it was based on actual
cost factors from audited statenents, he surm sed. He said that
since then, the ISER study has done a "180," because in 1998
actual costs were "unacceptable,” while the current study deens
it as acceptable.

8:43: 30 AM
MR TUCK remarked, "It wouldn't be the first tinme that
econonmi sts had different perspectives on different days." In

further response to Senator W/l ken, he said that the |ISER study
opted to use actual costs because the estimted val ues proposed

[by AIR] "... were so far off that if the school district was
forced to live with those [cost factors], it would probably have
significant program inpacts.” He noted that the context of the

| SER study was to legitimte the energy factors and the actua
costs were nore appropriate than the [error margin] found in
AlR s forecast nethodol ogy. He recalled that Senator WIken's
guestion, regarding whether the building is used outside of
[regular] public school hours is a valid one, but it is also an
i nperial question. For instance, it costs noney to run the
l[ights but at the sane tinme when the lights are running they're
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generating heat, which is necessary to nmamintain the building
t enper at ur e. He pointed out that the AIR study was trying to
budget for climate conditions and energy costs for a long-term
capital plan, however it was an expensive process and they fell
short. He reiterated that the |ISER study opted to use actual
costs because school district budgets would be cut 40 percent
based on the AIR net hodol ogy.

8:47: 27 AM

SENATOR W LKEN turned to the second paragraph on page 7 of the
Al aska School District Cost Update, and said:

| am intrigued by [the |SER] concept of purchasing
power across the state. | thought that [the] formula,

contenplate[s] and account[s] for purchasing
power; when we run accounts for economes of scale
t hrough the school size we account for |ocation by the
[DCF] factors .... Doesn't that take care of the
purchasing power issue; and are you saying that
because sone areas of the state don't choose to
contribute for education to support their education,
therefore, they don't pay their teachers properly or
enough, and therefore, other parts of the state should
pick-up the effects of that decision? Is that what
par agraph two says?

8:48: 36 AM

MR TUCK said, "well, | hope not," but the person responsible,
Mat t hew Berman, for the aforementioned section is not available
to better answer that question. Al t hough [M. Tuck] is not an

expert on the school formula, he related his belief that the
purchasi ng power of sonme districts provide them the ability to
fund their education nore than the m ni num required.

8:49:43 AM

SENATOR WLKEN asked if the aforenentioned [|ISER concept of
purchasing power] was conpensated for by the size and the
| ocation of the school, in the fornmula. He related that the
[l SER proposal] would make the actual costs allocated from the
state, $4,000 to $21, 000 per student.

MR TUCK said he didn't know [if the purchasing power was
al ready accounted for in the formula].
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SENATOR W LKEN added that he wants to return to that issue in
order to clarify what the study is trying to convey.

8:50: 15 AM

SENATOR W LKEN opined that the study turns to the issue of
salary in rural areas. He said, "I am a little perplexed at
that too, because the data doesn't seem to show that [salary]
has the effect that [the |ISER] seens to be placing on it." He

turned to a 2002 study prepared at the request of Mark Ham I ton;
he related his belief that M. Ham lton understands, that Al aska
only produces one-third of its teachers, and Al aska needs nore
teachers from Alaska to teach, particularly in the rural areas,
he not ed. He turned to the Alaska School D strict Cost Study
Update, page 7, which relates that the queues in certain areas
are shorter because of salary, and an additional allocation of
$82 mllion to drive salaries wuld allow the queues to be
equally long or equally short across the state. However, the
af orenentioned data is contradictory to what the data from the
2002 study shows, he said. He referred to figure 6, from the
2002 study entitled, "Retaining Quality Teachers for Al aska"
which details the reasons teachers quit, the follow ng reasons
are listed in order from the nobst significant to the |[east
significant:

Reasons Ur ban Rur al
famly and personal reasons two-thirds |55

per cent
per usi ng anot her career 50 percent |50 percent
di ssatisfied with their job 44 percent |48 percent

description or
responsibilities

better salary or benefits 14 percent |24 percent
di sagr eenent with t he | ei ght seven
[ education] reforns per cent per cent

SENATOR WLKEN referred to the aforenentioned 2002 study and
turned to figure 7, which lists the nine factors for educators
changing districts, the factors are listed as follows in order
fromthe nost common reasons to the | east:

Reasons Ur ban Rur al
personal and fam |y reasons 100 75
per cent per cent
the need to |live sonewhere el se 50 percent |67
per cent
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teach in another district or | 36 percent |57
comunity per cent
di ssatisfied wth community (third 56
support per cent per cent
better housing 38 percent |36
per cent
better nedical care zero 30
per cent per cent
better educati on for their | zero 25
chil dren per cent per cent
ur ban
di sagreenent with the [education] 14
reforns per cent
better salary and benefits 14
per cent

SENATOR W LKEN referred again the aforenentioned 2002 study, and
turned to figure 8, which asked educators their reasoning for
either quitting, retiring, or noving, and 75 percent of rural
Al aska educators clainmed they were satisfied with their salary
and benefits. Therefore, he related his belief that according
to the 2002 study, salary is not the problemand it seenms to be
"way down" on the list of factors individuals consider when
nmoving fromone district to another.

SENATOR W LKEN pointed out that The Al aska Partnership for
Teacher Enhancenent grant is $6.5 mllion and the program is
currently in its fifth to sixth year. He related his belief
that its goals are noble and worthy of [legislative] support.
The main objective of the grant is have nore Al askan teachers
and nore specifically rural Al askan teachers. He said:

And there are ... 14 different initiatives on the $6.5
mllion grant, none of which have anything to do with
increasing salaries or benefits, or those types of
things, so I find it interesting that we would spend
that kind of noney and not perhaps zero-in on what
[the I SER] report asserts to be the mamin reason why we
don't have nore teachers in rural Alaska ... Wth all
due respect ... | am not sure that [the |SER] study
wasn't a conclusion waiting for a study, because |
don't think that given what [the |ISER group] has done

and what others are doing ... the basis of [the |SER]
argunent, that the queues are a function of nopney,
holds up at all. 1In fact, | would say that there are

many other things that we should be working on,
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[including the following:] that is conmunity support,
better housing, those types of things that Kkeep
peopl e, [and] better nedical care. Those types of
things that help not only the teachers in the
community, but help the community itself. That's what
we ought to be focusing on, and not just driving

salaries hoping that it wll attract nore teachers
because clearly from t he st udi es [ conduct ed
previously] it appears it wouldn't .... | ama little
skeptical of [ISER s] left turn fromthe AR study to
[the updated ISER] study .... Not sure that is the
basis upon which this legislature ought to consider
spreadi ng around $82 million.
8:57:19 AM
MR, TUCK commented that the |ISER study is not arguing that the
gueues are "a function of dollars,” but recognizes that the
gueues are inpacted by a nunmber of different factors. He

referred the conmttee to the |ISER study, pages 42 and 43, the
appendi x tables entitled, "Estimating the Percent of New Hires
that are Districts' First Choice Candidates,” which shows the
nunber of equations for the different variables that effect new
hire percentages, which include the follow ng: renoteness,
climate, student |oans, and funding. He reiterated that queues
are not solely dependent upon the function of wage, but that the
gueues reflect a conbination of factors, such as the community,
the individual, and the job characteristics. He related that
the ISER study was trying to study if altering conpensation
could normalize the aforenentioned variables that effect queues.

MR, TUCK, in further response to Senator WIken, said he was
"somewhat famliar" with the 2002 teacher retention study, and
he wunderstands Senator WIlken's reaction to the different
concl usi ons of the study. However, he related his belief, that
the current ISER study is simlar to the aforenentioned study
because they both address the factors that cause people to | eave
their positions. However, the |SER study analyzes the anount of
conpensation needed to offset the aspects of the job that would
cause them to change positions. He reiterated that the |SER
study proposed, that given noving and retention patterns, the
conpensation | evel could offset those other factors.

9: 03: 58 AM

CHAIR THERRI AULT said that the |SER proposal does not address
that the additional funding accrued to districts would actually
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be used for salary. He noted that currently, whether it's from
a "robust and varied pool of teachers,” all the districts are
filling all their positions. Therefore, if the legislature were
to ranmp-up dollars would the experience be simlar in that all
the queues for every job position, specifically for the smaller
districts, could overconme the other conpensations and ensure

that the noney actually flowed into salaries. He said that
there is nothing in the current fornmula that would drive those
dollars into paychecks. He asked if the ISER proposal would

conpl etely upset any kind of collective bargaining process.
9: 05: 35 AM

MR, TUCK related that Senator Therriault points out sone issues
that could arise with the inplenmentation of the new index. The
| SER study doesn't fully address those issues and he suggested
that the legislature would be in a better position to address
that. He reiterated that the basic question that the |ISER study
addressed was how to adjust conpensation to allow districts to
of fset other factors.

9:06: 57 AM

REPRESENTATI VE HAWKER said that the |SER nethodol ogy has been
focusing on a "desirability index." He related his belief that
in order to be consistent, the |SER nethodology needs be
extended for the larger districts to include a school-by-schoo
conpari son

9:07: 37 AM

MR. TUCK clarified that analysis was conducted at the comrunity
| evel, which accounted for noves and turnovers. Those results
reflect the weighted average of the comunities wthin the
district. He said:

| guess you could extend the analysis to the community
levels, but it would nean not just the teacher

adm nistrative portions of it, but the all of the
conmponents of the index would have to be devel oped at
the community |evel. Currently, the reportings from

the school districts, that include multi-community
districts, it would require that [the] reporting would
change [neaning] the data requirement would go up

substantially .... Wuat is inplied in the index is
that for a particular region ... is the differential
is inplicit and ... [its] up to the integrity and
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ability of the district admnistration to make the
adjustnments within the district.”

CHAI R THERRI AULT offered that consultants often differ on the
proposed changes to the school equations due to their different
met hodol ogi es.

ADJ QURNVENT
9:10: 22 AM
There being no further business before the conmttee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
9:10 a. m
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