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STATE CFALASKA

1901 LEAS ATIME SESSION

Revision Date: February 18,1991

Title: LB Qualifications

Sponsor: Representative Sharp
Requestor: Representative Sharp

Expenditures/Revenues: (Thousands of Dollars)

OPERATING
FSRSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

FY 92

$84.0

$84.0

Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary.)

See attached.

Prepared by: Barbara Bathony

DivicioR:  Pianrs Berfig

Approved by Commissioner:

Agency: Administration

Millett Kellsr

va

HSCALNOTE

$84.0

$84.0

BILLNO SSHB20

BRU: Longevity Bonus. Pioneers'Benefits
Component: Grants

COMPONENT SERIAL NO.

FY 94 FY 95

0 0

0 0

0 0

0 0

0 0

0 0
584.0 $84.0

0 0
584.0 $84.0

0 0

0 0
$84.0 $84.0

0 0

0 0
$84.0 $84.0

0 0

0 0

0 0

Phone: 465-4400
Date: Febroary 18,1991

t

Date:

Rev 10/90
dyptrad SSHBZORN

/n

$84.0

$84.0

$84.0

$84.0
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Fiscal Note
Sponsor Substitute HB 20

February 17, 1991

There are 28nursing home residents qualified under the sponsor substitute HB 20in FY
91 This information was collected via a telephone survey of private long-term care
facilities conducted February 1991 These 28r]ur3|ng home residents are non-medicaid,
non- medicare, non-veterans, but their cost is paid for entirely by private pay or b
insurance policies. It is estimated that about 80% of the private pay residents are,
years old and over. (80% of s6 residents equals 28 Alaskans qualified under this bill)

The cost of adding 28 nursing home residents to the program is $84000 for FY 92 and
will be slowly decreasing thereafter.

(In 1,000s)
SFY9zi FY 94 FY95; FY 96 FY 97 ;
Number of Nursing Home residents 28 28 28 28 28 28
Cost of Longevity Bonus $84.0 $84.0 $84.0 $84.0 $84.0 $84.0

The above calculation does not include the residents of the Pioneers7Homes or the

S?urdough unitin Harborview, Valdez. Residents in these facilities do not pay full cost
of care.

The division questions if this bill is constitutional.



PRIVATE PAY/INSURANCE |EQYESQ%)ENTS IN NURSING HOMES

Facility Number of Private/Insurance g
Pay Residents
Island View Manor 5
Kodiak Island Nursing Home 3
Petersburg Hospital 5
South Peninsula Hospital 1
St. Ann's Nursing Home 3
Wesleyan Nursing Home 8
Denali Center 7
Our Lady of Compassion Care Center 4
Nome 0
Kotzebue 0
TOTAL 36

Telephone survey conducted by the Division of Pioneers' Benefits on
February 13-14,1991.

d\wp\misc\shb20fn
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HB 23

TAE G- CONIENIS

An Act relating to the area cost differential for
school districts; and providing for an effective
date.

HB 23

Fiscal Note on HB 23

0
0

McDowell Group Report - 11/88

McDowell Group Report -12/88
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CS FOR HOUSE BILL NO. B( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES LARSON, Carney, Taylor

A BILL
FOR AN ACT ENTITLED
1"An Act relating to the area cost differential for schodl districts; and providing for an
2 effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 *Section 1 AS 1417051 s repealed and reenacted to read:

5 Sec. 141761 AREA COST DIFFERENTIAL. The board shall cevelop a methodology
6 forcalculating an area cost differential and shall establish by regulation an area cost differential

7 foreach school district. The cepartment shall conouct asurvey of school district personnel costs
8  onceevery five years and a survey of school district nonpersonnel costs onoe every two years.

9 *Sec. 2 TRANSITION. Until the State Board of Education hes establisned an area cost lifferential
10 by requlation, as required by sec. Zof this Act, the Department of Education shall calculate state aid for
11 each school district by using the area cost differential provided in AS 1417051, as it existed before the
12 effective date of this Act

13 *Sec. 3 REPORT. The Department of Education shall report to the legisiature the methodology
1 used to calculate the area cost differential required by sec. Lof this Act by January 15 192

| GB8A )

M/ Text underlined {DELETED TEXT BRACKETED]
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CS FOR HOUSE BILL NO. 23( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsors): REPRESENTATIVES LARSON, Carney, Taylor

A BILL
FOR AN ACT ENTITLED
1"An Act relating to the area cost differential for school districts; and providing for an
2 effective gate."

3 BE IT ENACTED BV THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1 AS JAT7(BL is repedled and reenacted to read
5 Sec. 1417061 AREA COST DIFFERENTIAL. The board shall develop amethodology
6 forcalculating an area cost differential and shall establish by requlation an area cost differential
7 for each school district The cepartient shall conduct a survey of schoal district personnel costs
8 once every five years and a survey of school district nonpersonnel costs once every two Years.
9 *Sc 2 Notwithstanding AS 1417051, as repealed and reenacted by this Act the area oost
10 differential for the Aleutian East school district is 131 for the fiscal year beginning July 1 1980 and
11 shall be incressed in equal percentage amounts over the next two fiscal Years, beginning July 1, 1991
12 until t®area cost differential is equal to 133
13 *Sc. 3 REPORT. The Department of Education shall report to the legislature the methodology
14 used to calculate the area cost differential required by this Act by January 15 192

1 GB8L4 )

Sev Texz Underlined IDELETED TEXT BRACKETED!






Alaska State Legislature

HOUSE OF REPRESENTATIVES

Official Business P.O. Box V
State Capitol

Juneau, Alaska 99811

MEMORAMP..UM February 27, 1991
TO: House Health, Education and Social Services Committee

FROM: Representative Ronald L. Lar
SUBJECT: HB 23, an Act revising the Area Cost Differential

Sec. 14.17.021. State foundation aid. (b) The uasic need of a school district is
determined by multiplying the area cost differential of the district under AS 14.'7.051
by the number of instructional units in the district, under AS 14.17.031 and then
multiplying that product by the instructional unit value in AS 14.17.056.

Before you for consideration is HB 23, an Act revising the Are, Cost
Differential for education fundmg. The Area Cost Differential is an
index set in statute (AS14.17.056) for computing state funding
allocations to school districts.

HB 23 reflects the recommended area cost differentials from a 1988
study by the McDowell Group for the L_eglslatl_ve Budget & Audit
Committee.  Previous school district differentials had been based
only on household cost of living data. Little was known about the
cost of operating school districts in the different regions of Alaska.

Using the more pertinent and qu_ated data from the 1988 McDowell
Group, HB 23 attempts to establish an area cost differential that

trul?]/ reflects the costs of operating a school district by considering
both personnel and, for the first time, nonpersonnel costs.

Copies of the Alaska School District Profiles and Differential Study
are available for your review. A summary of the information has
been provided for the Committee's packets.

Trank you for this goportunity.
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Revision Date : [HBI'UTEI’IME(IGd -fdUCTIIQIL
BRU

Title: .. Area Cost Differential for : — Kr 12 Snnpnrfy Frjur™tinn Pinflnsp.
School Districts Component: _ , Foundation. District Support

Sponsor: House HESS

Requestor:  Hmise hfss COMPONENT SERIAL NO. O Z J
Expenditures/Revenues: (Thousands ot Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 100.0 -n- .-n- -n. -n- —n-
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS 29.4 58.8 . 58.3 .. A3 F$.8 58.8
MISCELLANEOUS

TOTAL OPERATING 129.4 58.8 1 58.8 ... 58.8 68.8 _53A . . .
CAPITAL l I
{REVENUE 1 | 1 I 1 1

FUNDING: (Thousands of Dollars)

GENERAL FUND 58.3. 5833 _58.8 _ 58.8 . 58.8
FEDERAL FUNDS

OTHER

TOTAL 129.4 58.8 58.0 58.8 58.8 58.3

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate ot current year impact: None/Aleutians East area differential 1is currently 1.31

ANALYSIS: (Attach a separate page ltnecossary.)

Section 2 of CSHB23(HESS) increases the Foundation program cost as follows:
FY 92 (Area cost differential 1.32) cost of $29,400
FY 93 (Area cost differential 1.33) cost of $58,800

Section 1 is estimated to require a one-time contractual cost of $100,000

Prepared By: Marv HfIkALA J/L 1 Phone: 465-2800
Division: Commissioner®s OffuftL. u , Dale; 3/13/91
Approved by Commissioner: £fliMls.sIQn&E

Agency: Education _ Data: 3/13/91

rinion by e Lejiethe irent Lejiethe S0, Rey sy, OB QIneckd Ay,
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H O f 'V\}-l | ALASKA ASSOCIATION OF ELEVENTARY SCHOOL PRINCIPALS
7 ALASKA ASSOCIATION OF SECONDARY SCHOOL PRINCIPALS
Hoion i < m ALASKA ASSCCIATION OF SCHOOL ADVINISTRATORS

* ALASKA COUNCIL OF SCHOOL ADMINISTRATORS -
326 Fourth St.. Suite 400, Juneau, AK 99801-1101 (907)586-9702 FAX (907) 586-5879

HOUSE BILL 23
POSITION STATEMENT

"An Act relating to the area cost differential for school districts, and
providing for an effective date."

The Alaska Council of School Administrators supports HB 23 with some
reservation and recommendations.

Because of the continued impact of sustaining the current level of fundin?
for education over the past five year and the continued increased costs o
providing education to students, districts have had to make substantial
reductions in their budgets. This includes those districts who are the
victims of a negative adjustment to their area cost differential listed in
this legislation. We know the study completed two years ago which is
used to establish the recommended changes in the differentials for all
districts, was based more on cost of living in the region rather that the
cost of educating by region. This raised the question of accuracy of data
used in the final recommendations for differentials. Therefore we
recommend some hold harmless agreement be added to HB 23 for those
districts who would be subject to an area cost differential reduction

under this legislation.

We agree the area cost differential must be examined. However, it must
be examined along with the current foundation formula and in the text of
many of the other issues facing educational funding today. That research
must include the fair determination of the cost of educating children by

region.



A laska S chool D istrict

P rofiles and

D ifferentiall S tudy

S ummary of R esults and

R ecommendations

Chapter | of V olume |I

Prepared for:

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Alaska State legislature

Prepared By :
TheMcDowell Group
A Divisionof

Data Decisions Group,Ihc.

inAssociation with
Dr.NatCole

DECEMBER 1988



,Alaska S chool D istrict

P rofiles and D ifferentiall S tudy

Chapter |, summary ofResults and Recommendations
of
VOlume |, Summary and. Analysis

Prepared For:

Legislative Budget and Audt Committee
Alaska State Legislature

Prepared By :

The McDowell Group
A Divisionof
Data Decisions Group,hc.

inAssociation wtth
Dr NatCole



k \ T able of C ontents
A m m mmmm— mmamm—NM— — .
Chapter I, gummary of Results and Recommendations, of vorune

Introduction __

Summary of Results and Recommendations

Recommended School District Differentials

Table 1-1. : : - : .
: é%mparlson of Recommended Differentials and Existing Statue Differentials

Recommended Differentials and Study Results

Table 1-2 L .
: Rgcommended School District Differentials

Personnel and Nonpersonnel Differentials and ExpenditureWeights

T

able 1-3 : :
School District Personnel, Nonpersonnel and Total Differentials

Analysis of District Statistics

Summary of Methodology

1

12
15
18

Reader Note: This document consists only of Chapter 1, Summary ofResults and
Recommendations, 0f the two-volume Alaska School District Profiles and Differential
Study, Itis presented to give readers the summary of the 119-page, four-chapter Volume |,
Summary and Analysis, and the 280-page Volume 1l, District Profiles.



In trod uction

The Alaska School District Profiles and Differential Study is a two-volume
study produced during 19S8 at the request of the Legislative Budget and Audit
Committee of the Alaska State Legislature by the McDowell Group, Alaskan
economic and market consultants, in association with Dr. Nat Cole, a noted
Alaskan education consultant.

Purpose
The study has two purposes. One is to provide a comprehensive geographic

cost differential for each of the 53 public school districts scheduled to be in
existence in Fiscal Year 1990, the next State budget cycle. Data from the current
fifty-five districts were studied as three districts - Aleutian Region, Sand Point
and King Cove -will merge in FY 1990, reducing the total to 53. The second
purpose as directed by the Committee is to develop an information base on
school districts for convenient use by decision makers.

Study Background
Of particular importance was the Legislative Budget and Audit Committee™s

direction to study all of the operating financed by the School Foundation
Fund, commonly referred to in education circles as the 01 Fund. The result
was a study design which measured both personnel and nonpersonnel costs.
Previous school district differentials had been based only on household cost
of living data and did not inc*_ie consideration for nonpersonnel costs.

Until this current study, littlew isknown of the comparative cost of operating
widely different school districts in 53 distinctly different area™ of Alaska. What
was known was the relative cost of operating a household (household cost of
living) in 19 areas of Alaska. This information was_the result of the 1985
McDowell Group work, the Alaska Geographic Differential Study. in the past,
these household cost differences were used to represent differences in
operating school dist._.S, a sometimes tenuous assumption since school
districts rarely resemble households. This assumption was valid to the extent
that personnel costs account for most of a typical district’s operating cost. This
study, Alaska School District Profiles and Differential Study, directly addresses
and researches the costs of operating school districts and includes both
personnel and, for the first time, nonpersonnel costs.

Aiaska School Distwct Profiles and Differential Study T



The study does not cover all aspects of public school finance. There are
actually four areas of public school funding of which this study deals in detail
with just one - differentials necessary to compensate for price differences
among districts. And even more specifically, the studv iesearches price
differences for school expenditures covered by the 01 Fund, the basic fund
which covers most school district operations. The study does not deal with
the school foundation formula, capital costs or the criteria for other funding
such as local contributions* PL 874, special programs, pupil transportation or

extra curricular travel.

A companion to the differential is the school foundation formula. Though
separate from the differential, its purpose also is to compensate for additional
cos": - that of providing education in locations with dispersed and lower
density student populations. Itsimply takes more personnel, buildings,
building space, travel, supplies and materials to provided education in a
district of 10 communities with 200 students each than in a district consisting
of one community with 2,000 students. Itis simply less efficient per student,
and therefore more costly, even ifprices in the two districts are identical.

The school foundation formula compensates for this inherent inefficiency by
granting more dollars per student to communities with fewer students. It
doe snot compensate for differences in prices of nonpersonnel items or in the
household cost of living. That is the function of the differential under study
in this report. In most cases, the foundation formula is far more significant
in allocating funding to districts than is the differential.

Content .
Volume 1, Summary and AnaIyS|s, provides complete results,

recommendations and mefhodologies for the first purpose of the study. That
is, to provide comprehensive differentials for districts. Volume 1 also
contains additional data and ratio analysis of selected statistics on district
fiscal, personnel, enrollment and facilities. Volume n, District Profiles,
addresses the second purpose of providing an information base.

Volume 1l contains detailed profiles for the 53 districts. Each district profile
contains three types of information. First is social, economic, geographic
(including a district map) and governmental information about the district
itself. The second isa FY 1988 profile of the district’s fiscal data, personnel,
facilities and enrollment. Finally, the last page of each profile contains the
calculations and results of the district’s geographic cost differential. This last
section includes detailed data for the personnel, nonpersonnei and overall
district differentials, data which are not presented in district format in
Volume L The profiles are typically 4 to 6 pages in length depending on the

size of the district.

U TlaskaSchool District Profiles and Differential Study



Volume Il places a complete and relevant picture of Alaska™s public school
districts in one convenient and easily digestible document. Political and
administrative decision makers have long been handcuffed by lack of reliable
and consumable data on one of the State"s most important and most
expensive issues - public education.

Using these profiles, a single district can evaluate their operations in terms of
personnel/enrolIment ratios, maintenance efficiency for facilities, quality of
facilities, expenditures per 100 ADM and many other measures. AT of these
can be compared to the same measures in every other district. Each district
also has data showing the characteristics of the district itself such as
population, average income, employment, unemployment, subsistence
dependency, ethnic composition, climate data including heating degree days,
transportation systems, district size, land status and political systems.

Districts can compare their costs for each of seven major household and eight
major nonpersonnel expenditure categories by referring to the last page of
each profile. For example food, transportation and clothing costs for
households as well as equipment, utilities and travel costs for districts are
some of the costs shown in each profile. Unique district expenditure patterns
for personnel and nonpersonnel costs can also be identified and compared by
using Volume I in this manner.

Methodology .o . . .
Methodology for the Alaska School District Profiles and Differential Study

utilized both survey and secondary research. The household cost of living in
each district was used to represent differences in personnel costs. While
district pay scales and actual salaries paid were examined, they were not used
as the basis for personnel costs. Itwas observed that starting salaries in most
districts closely paralleled the actual cost of living. But further up the scale
this correlation faded. In general, urban scales rose at a more rapid rate,
increasing actual personnel costs substantially with longevity. Therefore,
what is actually paid in terms of average salary is primarily a function of
negotiating policy, not cost. This eliminated salary scales and average salaries

as objective measures of true cost.

District cost of living differentials were calculated by disaggregating and
reorganizing the massive data base from the 1985 Alaska Geograpcﬁlc
Differential gtUdy from 19 larger districts to 53 school districts. Since the data
base involved 2,500 households in 91 communities and 2,100 retail outlets in
54 communities, at least some data existed to compute a differential for each
school district. Since differences in cost of living among Alaska locations tend
to remain stable or change only slowly, the data was considered valid for the
study. The alternative of resurveying in 53 districts would have been far
beyond the budget limits of this study.

Alaska School District Profilesand Differential. Study ST



A comprehensive School District Survey, completed by 51 of the 55 current
districts provided detailed budget data, a personnel inventory, a complete
building by building facilities inventory plus a comprehensive survey of
district purchasing patterns for each of the 30 items selected for the
nonpersonnel market basket including, for example, utilities, insurance,
teaching supplies, professional/technical services and equipment. Much of
the data from this survey was used for both the differential calculations and
the district profiles in Volume n.

A companion survey also done for this study was a School District Vendor
Survey of dozens of firms serving Alaska school district. Collected were
current prices of all nonpersonnel items, shipping methods and costs, pricing
policies and further information on district purchasing patterns.

Finally, a number of secondary sources were utilized, especially for the social,
economic, geographic and governmental portions of the district profiles.
District statistics provided in the surveys were supplemented by Alaska
Department of Education reports, district audits and other sources.

U Alaska School District Profiles and Differential Study
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. Summary of Results.and
nﬂ? go endations

Recommended School D istrict Differentials

Table 1-1 is a comparison of the final recommended differentials from this
study and the existing differentials currently in force in state statute through
FY 1989. Itis suggested that readers consider three critical points when
viewing the recommended differentials and those in the existing statute:

1. Study results should be expected to differ from existing statute differentials.
Existing statute differentials are based solely on the 1985 McDowell Group
work, f\laska Geographic Differential Study (with minor adjustments in
some districts for multisite districts and as a result of an arbitrator®s opinions).
This study is in turn based solely on the household cost of living, not the cost
of operating a school district. Further, the 1985 study provided differential
data for only 19 election districts. These results were generalized to the 55 (to
be 53 for FY 1990) school districts contained within the 19 election districts.

This current study,Alaska School District Profiles and Differential Study,
differs in two significant respects. First, it is the first to include all costs of
operating a school district in the differential formula. Second, this study
provides data specifically for each school district for both household cost of
living and for nonpersonnel district operating costs. Because of these
fundamental differences, study results were not expected to mirror existing
differentials. In short, operating a household is rarely the same as operating a
school district and should not be expected to cost the same.

2. In nearly all cases, the differential is less important to district funding
levels than the school foundation formula. The school foundation formula is
designed to compensate for higher costs due to the inherent inefficiency of
providing education in locations with dispersed population and lower
student density. On the other hand, the differential in this study is designed
to correct for higher costs due to higher prices, not inefficiency. A common
result of the two forms of compensation is that districts with the same
differential often receive different amounts of funding on a per student basis.

The most extreme foundation formula cases are the districts with very small
communities. For example, in FY 1988 the Chugach district received only 11%

Alaska School District Profilesand Dftcrential Study T



more funding per student because of the differential. By contrast it received
179% more dollars per student due to the foundation formula. In FY 1988 the
Railbelt district had an additional 23% from the differential and 25% per
student from the foundation formula. Many larger districts are also affected.
The Kenai Peninsula district receives no differential because living costs are
essentially the same as in Anchorage. But itdoes gain 16% more dollars per
student from the foundation formula because it serves a moderately
dispersed and less dense student population. See Chapter 1V for a detailed
discussion of the relationship of the foundation formula and the differential.

3. The small amounts of household cost of living data available in some
groups of districts mean that raw study results are subject to moderate error,
and therefore inequity. An improvement in accuracy results from averaging
the differentials of similar districts which have limited data. Specifically,
group averages are recommended for most districts in the rural Southeast
Alaska, Alaska Peninsula and Aleutian Islands, Yukon and Kuskokwim
Delta, Interior Remote and Interior Road System groups. See Table 1-2 in this
chapter for comparison of study results and recommended differentials.

Table 1-1

Comparison of Recommended Differentials and EXxisting

Statue Differentials
(Anchorage District = 1.00)

District Recommended Statute Difference
Differentials Differentials
Southern Southeast
Annette Island 1.08 1.03 0.05
Craig 1.08 1.03 0.05
Klawock 1.08 1.03 0.05
Hydaburg 1.08 1.03 0.05
Southeast Island 1.08 1.04 0.04
Urban Southeast
Ketchikan 1.00 1.00 .
Wrangell 1.00 1.00 .
Petershurg 1.00 1.00
Sitka 1.00 1.00
Juneau 1.00 1.00
Central and Northern Southeast
Kake 1.10 1.03 0.07
Chatham 1.10 1.03 0.07
Hoonah 1.10 1.08 0.02
Pelican 1.10 1.08 0.02
Other Southeast
Haines 1.03 1.05 -Q.
Skagway 1.05 1.05 886
Yakutat 1.20 1.08 0.12
Prince William Sound
Cordova 1.20 1.11 0.09
Chugach 1.20 1.11 0.09
Valdez 1.08 1.11 -0.03
Copper River 1.13 1.14 -0.01

2 Alaska School Distrjct Profiles and Diftferentiai. Study



Table 1-1 continued
Comparison of Recommended Differentials and Existing

Statue Differentials
(Anchorage District - 1.00)

District Recommended Statute Differen
Differentials Differentials

Anchorage Urban Influence Area
Anchorage (Base District) 1.00 1.00 .
Matanuska-Susitna 1.00 1.00 .
Kenai Peninsula 1.00 1.00 .

Kodiak 1.08 1.09 0.01

Alaska Peninsula and Aleutian Islands
Adak 1.29 1.27 0.02
Pribilofs 1.40 1.30 0.10
Aleutian (Region) East 1.33 1.31 0.02
Unalaska 1.29 1.27 0.02
Dillingham 1.29 1.27 0.02
Bristol Bay 1.33 1.27 0.06 '
Lake and Peninsula 1.33 1.31 0.02
Southwest 1.33 1.31 0.02

Yukon and KuskokwlIm Delta

Lower Kuskokwim 1.40 1.42 -0.02
Yupiit 1.40 1.41 -0.01
Kashunamiut 1.37 1.33 0.04
Lower Yukon 1.37 1.35 0.02
St. Mar/s 1.37 1.30 0.07
Interior Remote
Kuspuk 1.33 1.33 888
[ditarod 1.33 1.33 .
Galena 1.33 1.30 0.03
Yukon-Koyukuk 1.33 1.34 -0.01
Yukon Flats 1.36 1.46 -0.10
Tanana* 1.33 1.30 0.03
Interior Road System
Alaska Gateway* 1.14 1.19 -0.05
Delta/Greely 1.14 1.16 %86
Nenana 1.14 1.20 -U.
Railbelt* 1.14 1.23 -0.09
Fairbanks 1.03 1.04 -0.01
Arctic
North Slope 1.49 1.45 0.04
Northwest Arctic 1.43 1.45 -0.02
Nome 1.36 1.34 0.02
Bering Straits 1.40 1.39 0.01

Summary of Results
Changes were modest considering the differences in the origin of the

recommended and statute differentials. Forty-two of fifty-three district
differentials changed by five points or less and over htdf of all district
differentials (29) changed by less than three points. Eleven of those remained

the same.

Alaska School District Photil*3and Differential Study 3



Of the eleven district differentials changing by more than five points, all had
statute differentials that were not based on data specifically for their districts.
The largest gain was Yakutat (+12) and the greatest loss was Yukon Flats (-10).
The district specific data in this study supports the recommended
differentials. In virtually every one of the following cases, the new
nonpersonnel cost data is consistent with the revisions in the household

data.

Valdez (-5), Cordova (+9) and Chugach (+9) had been assigned the same
overall Prince William Sound differential, 1.11, because their data had been
combined in the 1985 study. When disaggregated, the data clearly showed a
significant difference between Valdez and Cordova cost of living, Valdez
being less expensive. The nonpersonnel survey also identified significant cost

differences.

Yakutat, Kake (+7) and Chatham (+7) had been combined with less expensive
urban areas of Haines/Skagway, Wrangell/Petersburg and Sitka, respectively.
When separated, their higher living costs became obvious. Higher costs in
these communities were also confirmed by the results of the nonpersonnel
cost research in this study. Yakutat, as the most isolated of these, had the

largest gain.

Railbelt and Nenana, down six and nine points respectively, are locations
with road access to major -7an areas but previously had been combined with
a larger interior remote Once the higher costs of the remote interior
communities were rerr. jm data for communities with road access,

more moderate differentia:.; resulted.

Yukon Flats® statute differential was the results of an arbitrator®s decision
which classified it as an arctic district with costs at the North Slope level.
However, district specific cost of living and nonpersonnel data place it
conclusively inamore logical category with its closest geographic neighbors
in the remote interior region south of the Brooks Range.

The St. Mary*"s district (+7) had been set at a low level due to an anomaly in
the original Wade Hampton election district housing cost data. After
adjustment for that exception, the district differential becomes average for the

Yukon delta area.

The Pribilof district (+10), the most remote in Western Alaska, had an
inadequate data base for computing a specific differential and had been
assigned a level more typical of less isolated communities in the region.
Adjustment for this inequity plus an addition of seven points for extreme
costs resulting from exceptional isolation give the district a significant
increase. Pribilof nonpersonnel costs are the Alaska Peninsula and Aleutian

Island region®s highest.
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Recommended Differentials and Study Results

The results of the study reflect detailed analysis of both household cost of
living data and district nonpersonnel operating costs. While the data are the
most accurate and detailed ever used for school cost differentials, they are by
no means perfect reflections of reality. This is especially true when comparing
communities and school district operations which do not remotely resemble
one another. Differences in local lifestyles, income, district spending patterns,
student density, climate and dozens of other factors make the science of
differential study less than a precision calculation.

While the study team believes the results are reasonable reflections of
comparative costs they are not so precise as to eliminate inequity. For this
reason the study team provides recommended adjustments to the final
statistical results of the study. In the 1985 work, Alaska Geographic
Differential StUdy, the professional team recommended that the State of
Alaska consider grouping similar districts into a limited number of groups.
The districts within each group would be assigned the same differential. This
allows for very accurate measurement of costs in larger geographic areas
already known to have roughly the same costs throughout each area. The
study team makes the same recommendations for school district differentials.

The problem in both the 1985 study and this current study isone of hair
splitting small amounts of data into even smaller districts. The accuracy of
the data decreases as the number of households and retail outlets surveyed
becomes smaller. A thorough reading of chapters Il and H shows the
procedures necessary to coax meaningful differentials out of small amounts
of data in some districts.

Perhaps the most extreme examples are differentials in four areas of the state -
rural Southeast, Alaska Peninsula and Aleutian islends, Yukon and
Kuskokwim Delta, and the Interior Remote districts which stretch from
Kuspuk to Yukon Flats. Often, the personnel differentials for a single district
would be based on a sample of a hand full of households and on retail prices
in just one of several communities in the district. Even so, nearly all results
came within the parameters of the larger, more accurate districts used in 1985
and the cost differences between adjacent districts with minimal data were
surprisingly dose. This isdue in part to the quality of the original data and in
part to the tight procedures for handling data representing small districts.

Table 1-2 details the differences between recommended differentials and
unadjusted study results contained in Chapters n and HI and inVolume n,
District Profiles. Foi lowing Table 1-2 is the summary discussion of all
adjustments leading to the recommended differentials.
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Table 12

Recommended School District Differentials
(Anchorage District«1.00)

District Stugly
Results
Southern Southeast
Annette Island 1.07
Craig 1.06
Klawock 1.08
Hydaburg 1.11
Southeast Island 1.11
Urban Southeast
Ketchikan 1.02
Wrangell 1.02
Petershurg 1.01
Sitka 1.02
Juneau 1.02
Central and Northern Southeast
Kake 1.13
Chatham 1.10
Hoonah 1.07
Pelican 1.07
Other Southeast
Haines 1.03
Skagway 1.05
Yakutat 1.20
Prince William Sound
Cordova 1.21
Chugach 1.20
Valdez 1.08
Copper River 1.13
Anchorage Urban Influence Area
Anchorage (Base District) 1.00
Matanuska-Susitna 1.00
Kenai Peninsula 1.01
Kodiak 1.08
Alaska Peninsula and Aleutian Islands
Adak 1.30
Pribitofs 1.34
Aleutian (Region) East 1.34
Unalaska 1.29
Dillingham 1.29
Bristol Bay 1.33
Lake and Peninsula 1.34
Southwest 1.33
Yukon and KuskokwlIm Delta
Lower Kuskokwim 1.40
Yupiit 1.40
Kashunamlut 1.37
Lower Yukon 1.37
St. Mary's 1.37

b Alaska School Distrjct Profiles and Differential Study

1
1
1
1
1

s

O = el

[EEQE NN

o

—_ Rl e

[ N T T

Recommended
Differentials

08
08
08
08
08

.00
.00
.00
.00
.00

.10
.10
.10
.10

03
05
.20

.20
.20
08
13

.00
.00
.00
08



Tabid 1-2 continued
Recommended School District Differentials
(Anchorage District -1.00)

District Study Recommended
Resulfs Differentials
Interior Remote
Kuspuk 1.34 1.33
|ditarod 1.29 1.33
Galena 1.33 1.33
Yukon-Koyukuk 1.31 1.33
Yukon Flats 1.36 1.36
Tanana 1.33 1.33
Interior Road System
Alaska Gateway 1.11 1.14
Defta/Greely . 1.14
Nenana 1.16 1.14
Railbelt 1.14 1.14
Fairbanks 1.03 1.03
Arctic
North Slope 1.49 1.49
Northwest Arctic 1.43 1.43
Nome 1.36 1.36
Bering Straits 1.40 1.40

Basis for Recomxnecdeft Differentials
Southeast: The five Southern Southeast districts are assigned a

recommended group differential of 1.08. Cr*rig, Klawock and Hydaburg are
within a few miles of one another and all have access to the same road
system. Hydaburg®? study result of 1.11 was inflated by a low personnel
expenditure weight due to that district’s exceptionally low pay levels. Given
the average weights of this group of districts, the Hydaburg differential would
have been 1.08. Southeast Island has the central office as well as a substantial
district correspondence program in Ket"Jukan. Both of these factors lower
costs. Also, Southeast Island™s dispersion over multiple small sites is
compensated for in the foundation formula.

The recommended group differential for Urban Southeast districts is the 1.00
base level. Urban Southeast districts have virtually the same personnel and
nonpersonnel cost levels, all of them within a few points of the base district.
Further, their extremely low nonpersonrv*" xpenditure weights show the
effects of moderate climate and <" v J.vantages not available to more
northern isolated districts. While » - results are slightly higher (1.01 o
1.02), numerous past studies have continued to verify that cost of living and
other costs are essentially the same in most of urban Alaska. Finally, the
slight difference from the base level in urban Southeast household living
costs isdue almost entirely to local sales tax, not actual cost levels. Some
debate exists as tc including the effect of local sales tax, a local choice, in living
cost comparisons. Sales tax is included in the Alaska data base used in this
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study. In summary, the difference between base level and Southeast urban
differentials is not considered statistically significant

The four Central and Northern Southeast districts are assigned a
recommended differential of 1.10, the average for that group. Though they do
not fall into a convenient group of similar districts, they are subject to the
same 1isolation factors and they experience higher retail costs than the
southern group. Pelican, which did not return a survey, is assigned the 1.10
average. The one multisite district, Chatham, is compensated for lack of
density through the foundation formula.

Haines, Skagway and Yakutat recommendations are simply the study results -
1.03, 105 and 1.21. The statute differential for these districts was based on an
overall average and Yakutat®s costs inflated those of the entire district. In
turn, the lower costs in Skagway and Haines were the major factor in
Yakutat"s low existing statute differential. Yakutat®s isolation, lack of access to
regional centers and high everyday retail prices separate it from the rest of
Southeast Alaska. Its costs are actually similar to those of the isolated
locations in Prince William Sound -Chugach and Cordova.

Prince William Sound: PrinceWilliam Sound differentials are an example
of the advantage of road access. Valdez and even Copper River have lower
everyday retail prices and nonpersonnel costs than Cordova and Chugach.
The recommended differential for Cordova and Chugach (which isbased on
Cordova) is 1.20, the same as Yakutat and virtually the same as the study
results. Study results are also recommended for Valdez (1.08) and Copper
River (1.13). The former Prince William Sound differential of 1.11 for all
locations was simply the average for the area. Enough data exists in each
location to show a dear and significant difference in Cordova and Valdez

costs, both household and nonpersonnel.

Anchorage Urban Influence Area: The Anchorage Urban Influence Area
recommended differential is 1.00 for the three districts of Anchorage,
Matanuska-Susitna and Kenai Peninsula. The Kenai Peninsula study result is
actually 1.01, similar to some urban Southeast districts and is not considered
statistically significant. Further, the Kenai district is compensated an extra
16% per student by the foundation formula for lower density and multisites.

Kodiak: The study resultof 1.08 is the recommended Kodiak differential.
Kodiak has no really comparable district other than some of the Southeast
urban districts such as Sitka or Ketchikan, both with differentials near 1.00. It
is large enough to have retail competition, reasonable utility rates and
moderate shipping costs. Kodiak also benefits from a relatively modest
maritime climate. However, itismore isolated than Southeast Alaska and
shows moderately higher costs as a result, especially for transportation.
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Alaska Peninsula and Aleutian Islands: The Alaska Peninsula and
Aleutian Islands is a region which suffers from limited data. The
communities are small and the number of households and retail outlets
upon which these differentials are based is also small. However, the range of
study results is surprisingly narrow showing these districts are subject to
essentially the same cost levels. This similarity is further verified by the
relative closeness of the nonpersonnel differentials.

Two differential are recommended. For Dillingham, Unalaska and Adak, 1.29
is recommended. Sufficient data is available for Dillingham and Unalaska
and the study result for both was 1.29. These districts also show lower than
average nonpersonnel expenditures, an indication that facility costs are more
reasonable than in other districts in the area.

Adak benefits from the district’s relationship with the military and its
nonpersonnel differential is lower than average for the region. Further, it is
unlikely that district personnel pay everyday retail prices as high as those in
the small site districts, though the personnel differential assigned to Adak
was from a high cost area, Sand Point.

The recommended differential for the remaining districts in the Alaska
Peninsula and Aleutian Islands group is 1.33, their average. One exception to
this isrecommended. The Pribilof district is clearly subject to more extreme
cost conditions than others in this group. The nonpersonnel differential is
the region®s highest, 1.38. Though no household data is available itwould
most certainly reflect higher costs than those districts less isolated and distant.
A 1.40 isrecommended for the Pribilofs - the same differential as Lower
Kuskokwim, Yupiit and Bering Straits.

Yukon and Kuskokwim Delta: Yukon and Kuskokwim Delta
recommendations are the study results of 1.40 for two districts and 1.37 for
three others. Historically, Lower Kuskokwim and particularly Bethel, have
had some of the state's highest household costs of living. The district’s
nonpersornel results mirror this at 1.43, third highest in the state. Yupiit, for
which no household or nonpersonnel data is available is assigned the Lower
Kuskokwim differential of 1.40 which is the closest district but not
particularly similar. Itcould have as easily been assigned the 1.33 for Kuspuk,
its neighbor to the east. However, the line for groupings was drawn at
Kuspuk so Yupiit is included in the delta group.

Interior Remote: The Interior Remote group of six districts which extends
from Kuspuk to Yukon Flats is assigned a recommended differential of 1.33,
the average for the group. The exception isYukon Flats which shared with
Yukon-Koyukuk the group™s highest household costs and the next highest
nonpersonnel differencial. Study results of 1.36 are recommended for Yukon
Flats. While this is a significant change from their 1.46 existing statute
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differential, that differential was set in arbitration and was not based on actual
data. Actual Yukon Flats district data for both households and nonpersonnel
show patterns and prices very similar to other Interior Remote districts but
not near the level of the Arctic districts which must cope with more severe
climate and higher transportation costs.

Of all groups, the Interior Remote districts had the most limited data
available. No single community was large enough to have a desirable
number of households and outlets surveyed. Yet all districts had at least some
household and price survey representation study results were fairly uniform,
ranging from 1.29 to 1.36. These results also closely mirrored the 1985 study
results for larger districts in the same region. Yukon-Koyukuk®s lower than
average nonpersonnel differential is modified by the fact that a portion of
their students attend Nenana schools.

Interior Road System: Interior Road System district differentials are tightly
grouped at 1.11 to 1.16. The differential of another road system district, Copper
River®s 1.13, further supports this range. Two 1inequities are apparent in this
group. Nenana®s 1.16 is noticeably higher than the others in spite of easy
access to Fairbanks prices. The second apparent inequity is the Alaska Gateway
district\ hich had no household or price data and was assigned Delta/Greely
numbers as the closest district. However, the small Delta/Greely sample had
lower than normal housing cost factors. Alaska Gateway, on the other hand,
has less retail price competition and is not an easy drive to either Fairbanks or
Anchorage. This situation ismore like that of Copper River and Railbelt

An overall Interior Road System differential of 1.14 isrecommended. This is
the average of the two districts (Nenana and Delta/Greoly) for which both
household and nonpersonnel data were available. While this may not be an
ideal solution, itis the only alternative which can be based on actual data.
Further, itprovides Alaska Gateway with virtually the same differential as
the two most similar district - Copper River and Railbelt. These three districts,
especially Alaska Gateway, benefit significantly more from the foundation
formula than Nenana and especially Delta/Greely.

Fairbanks: Study results of 1.03 are recommended for Fairbanks. The state's
second largest district, while typically urban in virtually all of its cost data,
does have both household (1.03) and nonpersonnel (1.01) differentials above
the urban base. Further, itdid report the highest per gallon cost for heating oil
of any urban district, in spite of the presence of two local refineries. While
districts with 1.01 and 1.02 overall differentials were held to the urban base,
the Fairbanks level of 1.03 becomes significant and is recommended.

Arctic: Arctic districts vary a great deal in all respects and no group

differential could apply. Study results are recommended for North Slope
(1.49), Northwest Arctic (1.43), Nome (1.36) and Bering Straits (1.40). Both
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Nome and North Slope districts spend a high proportion of their budget on
personnel (78% and 77%, respectively), indicating high salaries and/or lower
than normal nonpersonnel costs. The North Slope differential is more a
result of high household cost of living than nonpersonnel costs which are
modified by reasonable (by Arctic standards) utility costs in Barrow.

Personneland Nonpersonnel Differentials
and Expenditure Weights

TabU"r >inows how each of the district differentials are calculated. First, the
personnel cost differential ismultiplied by the personnel expenditure weight.
In the case of the Klawock district, for example, 81% of the total budget was
spent on personnel and the personnel differential was 1.01, or 1% above
Anchorage levels. Then, the nonpersonnel differential is multiplied by the
nonpersonnel expenditure weight. In the Klawock case the district spent 19%
of their budget on nonpersonnel costs and the nonpersonnel differential was
1.35 or 35% higher than Anchorage costs. The products of these two
calculations are added and the sum, 1.08, is the district differential.

A summary discussion of these results follows Table 1-3, on the following
page.
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Table 1-3
School District Personnel, Nonpersonnel

and Total Differentials
(Anchorage District -1.00)

District Personnel Per* Non Nonpen Total Recommended
Dtffenflals Expendtuni Personnel Expenditure District Differential
Weight Differentials Weight Differential
Southern Southeast
Annette Island 1.01 15 1.23 25 1.07 1.08
Craig 1.01 a7 1.25 23 1.06 1.08
Klawock 1.01 81 1.35 19 1.08 1.08
Hydaburg 1.01 63 1.27 37 1.11 1.08
Southeast Island 1.01 11 1.36 29 1.11 1.08
Urban Southeast
Ketchikan 1.02 81 1.C0 19 1.02 1.00
WrangeH 1.00 .86 1.08 Ny 1.02 1.00
Petersburg 1.00 19 1.05 .22 1.01 1.00
Sitka 1.02 82 1.03 18 1.02 1.00
Juneau 1.03 .86 0.98 14 1.02 1.00
Central and Northern Southeast
Kake 1.05 67 1.30 33 1.13 1.10
Chatham 1.07 15 1.21 25 1.10 1.10
Hoonah 1.03 81 1.24 19 1.07 1.10
Pelican* 1.03 NP NP NP 1.07 1.10
Other Southeast
Haines 1.02 18 1.07 .22 1.03 1.03
Skagway 1.03 15 1.11 25 1.05 1.05
Yakutat 1.21 18 1.19 .22 1.20 1.20
Prince William Sound
Cordova 1.18 .84 1.37 .16 1.21 1.20
Chugach 1.13 69 1.36 31 1.20 1.20
Valdez 1.06 83 1.17 A7 1.08 1.06
Copper River 1.13 12 1.12 28 1.13 1.13
Anchorage Urban Influence Area
Anchorage (Base District) 1.00 .88 1.00 .12 1.00 1.00
Matanuska-Susitna 1.00 .86 1.01 iy 1.00 1.00
Kenai Peninsula 1.01 81 1.01 19 1.01 1.00
Kodiak 1.06 83 1.15 A7 1.08 1.08



Table 1-3 continued
School District Personnel, Nonpersonnel

and Total Differentials
(Anchorage District-1.00)

District Peroneal Non Nonpera Total Recommended
Differential ExpendRure Personnel Expenditure District Differential
Weight Differential Weight Differential
Alaska Peninsula and Alautlan Islands
Adak 1.32 69 1.25 31 1.30 1.29
Pribllofs 1.32 61 1.38 39 1.34 1.40
Aleutian (Region) East 1.32 59 1.37 41 1.34 1.33
Unalaska 1.30 11 1.27 29 1.29 1.29
CHlIngham 1.30 19 1.24 2 1.29 1.29
Bristol Bay 1.35 .64 1.31 .36 1.33 1.33
Lake and Peninsula 1.35 65 1.31 .35 1.34 1.33
Southwest 1.35 71 1.27 29 1.33 1.33
Yukon and Kuskokwim Delta
Lower Kuskokwim 1.39 11 1.43 29 1.40 1.40
Yupiit* 1.39 NP NP NP 1.40 1.40
Kashunamiut 1.39 10 1.31 .30 1.37 1.37
Lower Yukon 1.38 .68 1.35 .32 1.37 1.37
St. Mary’s 1.38 64 1.35 .36 1.37 1.37
Interior Remote
Kuspuk 1.37 .68 1.23 32 1.34 1.33
Iditarod 1.32 69 1.22 31 1.29 1.33
Galena 1.32 T4 1.33 .26 1.33 1.33
Yukon-Koyukuk 1.39 63 1.18 37 1.31 1.33
Yukon Flats 1.39 63 1.32 37 1.36 1.36
Tanana* 1.32 NP NP NP 1.33 1.33
Interior Road System
Alaska Gateway 1.10 .68 1.14 32 1.11 1.14
Detta/Greely 1.10 83 1.14 A7 1.1 1.14
Nanana 1.14 15 1.22 25 1.16 1.14
RaitoeR 1.14 15 1.14 25 14 1.14
Fairbanks 1.03 84 1.01 16 1.03
Arctic
North Slope 1.53 18 1.34 .22 1.49 1.49
Northwest Arctic 1.41 1 1.49 29 1.43 1.43
Nome 1.41 17 1.18 23 1.36 1.36
Bering Straits 1.34 .68 1 32 1.40 1.40

"Not Provided. District did not return school District Survey.



Summary of Results (See Table 1-3)

Personnel Differentials and Expenditure Weight*
Personnel (household cost of living) differentials range from 1.00 to 1.53 but

they also fall into four very distinct groups - Arctic, Aleutian and Interior
remote, districts with convenient access to major regional centers, and urban

districts.

The highest differentials are in the Arctic region topped by the 1.53 cost of
living differential in the North Slope district. Two other northern districts -
Northwest Arctic and Nome -shared the next highest cost of living of 1.41.

The largest group, the 20 Aleutian and Interior Remote districts had cost of
living differentials ranging from 1.30 to 1.39, only nine points. This narrow
range is the differential for districts which are truly remote from major
regional centers but are not true arctic districts. These twenty districts stretch
in a solid band from the tip of the Aleutian Chain through the Yukon River,
Kuskokwim River and Bristol Bay drainage systems to the Alaska/Canada
border in the Eastern Interior.

Districts with reasonable road or ferry access to regional centers of Ketchikan,
Juneau, Anchorage or Fairbanks fall into a third group with differentials of
1.01 for some smaller Southeast districts to 1.10 and 1.14 for all the interior

road system districts.

Fourth, urban districts with most of the state's population are grouped closely
about the 1.00 base level and range only to 1.03. This group includes
Anchorage, Fairbanks, Matanuska-Susitna, Kenai Peninsula, Juneau,
Ketchikan and Sitka. Essentially, urban Alaskans experience about the same

cost of living.

Nonpersonnel Differentials and Expenditure Weights

Nonpersonnel differentials had nearly the same range as personnel
differentials - 0.98 to 1.53. However, their pattern among districts is different
than the personnel differential. Rarely were the personnel and nonpersonnel
differentials the same in any one district. This supports the original premise
of this study which was that, in most districts, nonpersonnel costs are at
different levels than personnel costs. Personnel and nonpersonnel costs
differed by ten or more points in 17" districts and by at least five points in 31

districts.

District size, not living costs, was a major determinant of high nonpersonnel
costs. Even in small districts of Southeast Alaska where household costs tend
to be reasonable, nonpersonnel costs were high. In small communities with
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small schools several nonpersonnel costs were significantly higher than in
urban areas. Utilities rates, fuel prices, insurance, travel and
professional/technical services are significantly more expensive in small
communities than in urban areas.

Ten districts including all major urban districts had nonpersonnel
differentials of less than 1.10. Another eleven had differentials between 1.10
and 1.19. These tended to be smaller urban areas and small districts with road
access to Anchorage and Fairbanks. Twelve districts including most of rural
Southeast had differentials in the 1.20°s and a nearly equal number (14) scored
in the 1.303. Many in the 1.30°s group were in that remote Aleutian and
Interior region where household costs of living tended to be so uniform, also
in the 1.30%s. Final, only three districts scored nonpersonnel differentials
above 1.40 -Lower Kuskokwim (1.43), Northwest Arctic (1.49) and Bering

Straits (1.53).

Readers should keep in mind that in many districts serving smaller
communities nonpersonnel differentials are modified by an adjustment
factor for facilities costs (utilities and property insurance) to avoid double
payment for low density student populations by both the foundation formula
and the differential. Again, the differential is an adjustment for price
differences while the foundation formula compensates for the inherent
inefficiency of providing education to dispersed and lower density student

populations.

Nonpersonnel expenditure weights are typically 12% to 20% in urban districts
reflecting the lower prices of most nonpersonnel market basket items from
insurance to travel to utility and fuel prices. Anchorage ands a smaller
portion of its budget than any other district, 12%, on nonpersonnel costs.
MatSu and Juneau spend 14% and Fairbanks, 16%.

At the other extreme are seventeen districts, all but one of them remote,
which spend over 30% of their budget on nonpersonnel costs. The Aleutian
Region and the Pribilof districts devote a larger portions of their budget to
nonpersonnel costs than any other districts -41% and 39%, respectively.

Analysis of District Statistics

the Alaska School District Profiles and Differential Study also includes
information not related to differentials. Chapter 1V of this study volume
provides tables and written analysis of selected district fiscal, enrollIment,
personnel and facility data. Additional data and ratios (per ADM) for each
district are also included in Volume Il of this study, District Profiles. the
appendix to Volume 1 includes a sample district profile from Volume 13
Readers are referred to Chapter IV of Volume land to Volume Il for detailed

Alaska School lisTRJcr Profiles and Doterential Study — |T



data and analysis of district statistics. Following isa briefsummary of some of
the data analyzed in Chapter IV.

Budget Analysis per AD M
School Operating Fund (01 fund) total, personnel and nonpersonnel budgets,

State funding and other funding are all analyzed on a per AD M basis.

Total budgets per ADM (meaning per student, more or less) range from a low
of less than $4,600 for the Anchorage base district which has the largest and
most dense - and therefore the most efficient to serve - student population to
a high of just under $19,500 for the North Slope district. Urban districts
typically spend up to $6,000 per AD M while 20 small and remote districts

spend over $10,000 per ADM .

North Slope expenditure and personnel levels are unique among districts
and the following brief discussion explains some factors which contribute to
this. The North Slope has the highest cost differential (1.49) and, likemany
other remote Northern and Western Alaska districts, it also provides
education for a student population in several scattered funding communities.
In addition, the North Slope has made an enormous local financial
commitment to upgrading the education of their population. According to
district officials, the percentile competency scores of grade school students
have increased dramatically from a depressing 11th to the 32nd percentile in
the past four school years. In terms of State foundation funding, the North
Slope receives about $6,200, less than 25 other districts and about the same as
Lower Yukon, Skagway and Kake. However, funding from other sources,

primarily local, triples this amount

Personnel expenditures vary from less than $5,000 for the major urban
districts to $15,163 for the North Slope. Only three other districts spend as
much as $10,000 per ADM on personnel.

Nonpersonnel spending per ADM ismore widely scattered, ranging from just
$568 for Anchorage and less than $1,000 for the other major urban districts to
a peak of nearly $8,000 for the tiny Aleutian Region. The spread between the
districts with the highest and lowest per ADM personnel costs was a factor of
just under four ($4,000 vs. $15,000). But in nonpersonnel costs the spread is a
factor of fourteen (from under $600 in Anchorage to $8,000). Nonpersonnel
costs per AD M tended to be highest in the districts with very small

communities.

State funding per AD M averages less than $3,500 in major urban areas and 1is
typically $6,000 to $10,000 in many remote districts. The extremes are seven
districts receiving over $10,000 with the Aleutian Region over $15,000 per

A DM in State foundation funding.
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Funding from other sources in major urban areas ranges from $1,300 (MatSu)
to $2,200 (Fairbanks). The North Slope and Valdez are the leaders in the other
funding category with $13,310 and $6,311, respectively, most of it from local
sources. The districts with the least funding from other sources are the seven
receiving less than $1,000. Most of them are districts serving smaller though
not remote communities such as Skagway (lowest at $379), Nenana and
Copper River.

Enrollment, Personnel and Facility Analysis per ADM
Personnel ratios per 100 AD M are analyzed as are the relationships between

enrolIment and instructional units.

District enrollments range from slightly more than 100 students in small
single site districts to over 38,000 in Anchorage. But of more interest is the
relationship between total enrollment (Ist count ADM) and the number of
instructional units granted each district by the school foundation formula. An
instructional unit is the basic funding unit for public schools and isworth

about $60,000 per unit.

This analysis of students per funding unit shows a low of 4.0AD M per
instructional unit in the tiny Chugach district to 12.4 in the Anchorage
district. Urban areas typically have 11 to 12.4 students per instructional unit of
funding while many small and multisite districts receive an instructional
unit for every 5 to 8 students. This issimply another way to express the
efficiency differences caused by dispersed and lower density student

populations.

Another measure of what districts provide is the number of square feet of
instructional building space per student. Anchorage is the most efficient
district with only 134 square feet of instructional space per student. Other
major urban districts typically provide 140 to 150 square feet. By contrast, ten
districts provide over 300 square feetwith a high of 414 per ADM in the
North Slope. In general, remote districts use about twice the instructional
space per student because low density and dispersion cause inefficient use of
buildings compared to the compactness possible in large urban area schools.

Personnel per 100 AD M reveals the same results as other data. Generally,
major urban districts, which devote over 80% of their budgets to personnel
still provide just 9 to 10 total personnel per 100 ADM. They also employ about
twice as many certified as classified personnel. Anchorage, for example,
employs six certificated and three classified per 100 ADM.

In contrast, sixteen districts employ 18 or more personnel per 100 AD M with a
high of 30 for the North Slope. These districts, of course, are remote ones
serving mostly small communities. Further, districts with high
personnel/student ratios tend to hire about as many classified as certificated
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personnel. A few districts hire more classified than certificated. A typical
remote REAA might employ 11 certificated and 10 classified personnel per 100
ADM compared to the typical urban ratios of 6 and 3, respectively.

Summary ofMethodology

Personnel Differential Methods and Data

While the overall study collected data on salary levels and other personnel
costs for the profile portion, the only data used for the personnel cost
differential was the household cost of living in the 55 (63 in FY 1990) school
districts. Again, the sole basis for the personnel differential is household cost

of living, not average salaries paid and not salary schedules.

Virtually all household data was derived from the comprehensive data base
of the 1985 Alaska Geographic Differential Study done by The mcDowell
Group for the State of Alaska Department of Administration, Division of
Labor Relations. The study surveyed nearly 2,500 households in 91
communities and collected retail prices from 2,100 retail outlets in 54
communities. The results were combined into the 19 Alaska election districts
which the State uses for their differential districts. The household cost of
living market basket included 310 items in the seven major Consumer Price
Index household expenditure categories of housing, food, transportation,
clothing, recreation and entertainment, medical and miscellaneous.

To meet the needs of the school district study this data base was disaggregated
and then reorganized into the 55 school districts. Then a differential was
calculated for the household cost of living in each of those districts. Because
the original study sample was designed for 19 rather than 55 districts, data for
some small school districts was either not available or was not considered
statistically sound due small sample sizes or other factors. To compensate for
these cases several rules were developed which provide each district with
data considered sound for differential purposes. A summary of these rules

follows:

=W hen data was missing (for example, no retail price surveys were
conducted in some districts) data from the closest most similar districtwas
substituted. If data from the closest most similar district was not available,
data from the larger original district in the 1985 study was used.

=When household and price data appeared outside the normal limits of the
original study, data from the closest most similar district was substituted. For
example, in the original study no more than 36% of any district’s household
budget was spent on food. Ifa district with a small household sample size
showed a food expenditure weight well beyond 36%, then data from the
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closest most similar school district or from the original 1985 district was
substituted.

=In general readers should keep inmind the basic results of not only the 1985
study but past major studies conducted in 1972 and 1976. Two findings are of
importance:

1. The most significant finding is that housing in most districts is less

exper .ive than in Anchorage but that Anchorage®s everyday retail prices are
the state®s most favorable. Those tend to balance each other out in most urban
areas but in rural areas the high everyday prices came higher differentials.

Essentially, there are four groups of cost of living differentials - urban Alaska,
small communities with easy and inexpensive access to regional centers by
road or ferry, remote rural communities and true Arctic locations. The cost of
living in urban Alaska is essentially the same from Ketchikan to Fairbanks,
varying only from 1.00 to 1.03. Communities with easy access to regional
centers fall into the 1.01 (small Southeast communities) to 1.14 (Railbelt,
Copper River) range. Finally, the cost of living in remote areas from the
Aleutians to the Alaska/Canada border in the Interior is remarkably similar
with differentials of 1.30 to 1.40 covering all cases. Only true Arctic districts

exceed 1.40.

2. The second significant finding is that differences in cost of living among
Alaska locations change little over time. For example, the difference in cost of
living between Bethel and Anchorage is about the same as itwns nearly 20
years ago. Therefore, the use of a 1985 data base for 1988 differentials is
appropriate, though the 1986-88 recession in urban Alaska has affected
housing costs in the short run. However, some significant changes have
occurred in some locations over the past 20 years and the cost of living data
base should be updated every several years.

Nonpersonnel Differential Methods and Data

Thirty nonpersonnel expenditure items in eight major school district
expenditure code categories are used to compute differentials in
nonpersonnel costs. Data was collected through the School District Survey, a
comprehensive survey of expendit ire patterns completed by 51 of the 55
districts existing in FY 1988, and a School District endors’ Survey of dozens
of firms doing business with Alaska"s school districts. Both surveys were
conducted specifically for the nonpersonnel differential .in this study. See
Chapter m for detailed methodology and results of these surveys.

Following is a brief description of methods used to develop a nonpersonnel

differential for school districts. See Chapter Il for detailed nonpersonnel
differential methodology and results.
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Professional/Technical Services (Budget Code 400)
Legal, audit and inservice training were the professional/technical services

market basket items.

Legal Services
Legal costs were based on the hourly rate charged by lead attorneys - usually

about $135 - plus travel and per diem to the central office of each district for
those districts which did not use local attorneys. Ifany district lead attorney
rate was significantly higher or lower than the normal rate, itwas assigned
the $135 standard rate. Travel costs were added to the fees for a typical travel
assignment of one work day. Interviews with legal firms revealed that about
30% of the their time was spent onsite and 70% in their own offices.
Therefore, travel costs were added toonly 30% of the legal fees.

The legal differential is the cost difference between performing all work in
Anchorage and 30% of the work onsite.

Audit Costs
Interviews with the four firms which conduct most district audits revealed

fairly standard fees depending on the size of the district budget. In addition,
the audit firms specified the amount of total time which would be spent
onsite (and therefore subject to travel and per diem costs). Actual audit costs
paid by districts varied significantly and did not allow a basis for differential
comparison. Instead, audit firm standards for districts for specified budget

sizes were used.

The audit differential is the cost difference between performing a district’s
audit without travel and per diem and performing the audit with a portion of
it being onsite. About 40-60% of the professional time for an audit is spent

onsite.

Inservice Training
Inservice training policies and expenditures varied dramatically among

districts. However, the district surveys revealed that $250 per day in fees and a
three-day assignment were the most common parameters for contract
inservice training professionals. Travel and per diem costs from a central out-
of-state point to each district office was calculated.

The differential is the difference in total costs (fees, travel and per diem)
between sending that professional to regional centers (Anchorage, Juneau and

Fairbanks) and other districts.

Communications (410)
The communications market basket included long distance telephone, local

telephone charges and postage (a combination of postage and parcel post
shipping).
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Long Distance Telephone
According to district surveys the three most commonly called locations were

Anchorage, Juneau and Fairbanks. The study team calculate the total cost of
calling these locations from each district. The standard was a ten-minute
daytime weekday station call. This cost was compared to the cost of
Anchorage placing two calls (one to Fairbanks, the other to Juneau) and the
differential calculated. Out-of-district calls account for most of the long
distance expense even for multisite districts. Therefore, all long distance
expenditures are given the out-of-district differential.

Local Telephone Service
A standard business telephone system (three-line rotary roll-over) monthly

charge was selected as the basis for cost comparison. School district systems do
not follow any particular patterns so this system was priced in each of the
districts and its cost compared to the Anchorage price.

Postage
Postage budgets were split into two parts for single site district and three for

multisites. Normal postage and parcel post packages of less than two pounds,
which cost the same everywhere, were assumes to be 60% of the budget and
the other 40% was parcel post shipping for packages over two pounds. The
cost of shipping parcels over two pounds varies depending on the distance
shipped. These larger packages were assumed to be shipped to both Juneau
and to parcel post zone 8 (outside Alaska) from each district.

The differential is the cost of normal postage plus larger package shipping in
each district as compared to Anchorage.

Insurance (415)
Property insurance rates were quoted by the two companies which insure the

majority of districts. Essentially, three rates prevail for Alaska school districts -
urban, remote sites with good condition buildings and remote sites with poor
condition buildings. The urban rate ismuch lower than the remote rates
which are only about 10% apart. Districts were divided into the three groups
based on the urban - remote criteria and the condition of remote district
buildings was taken from the district survey of facilities which rated buildings
on a four-point condition scale.

Then the rates were adjusted to avoid double compensation for facilities costs.
The foundation formula already compensates for the inefficiency of small site
districts by having a declining formula as the size of funding communities
increases. Unless the unit prices of fadlities-related costs are indexed the
foundation formula plus the differential result in mathematically inflated

funding levels for small districts.
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The adjustment index is the number of square feet per student. The unit price
of insurance isdivided by this index to come out with the actual property
insurance differential used in this study.

Liability insurance, though included in the expenditure weights of school
districts, is given the base differential because rates are not sensitive to

geographic location.

Travel (420)
Out-of-district travel and intradistrict travel (for multisite districts) are the

two items in this market basket. Student activity travel and pupil
transportation (school busses) are not included because they are not paid for
out of 01 funds being studied in this report.

Out-of-District Travel
Virtually all districts traveled most commonly to Anchorage and Juneau.

Travel costs assume trips to each location from each district3 central office.
The air fare isweighted by the frequency of travel to each location as reported
on the district survey. Then three days per diem ($300) are assumed for the

typical trip to either location.

The total of the weighted air fare and per diem is the amount credited to each
district. The base district (and Juneau) are credited with one trip plus three
days per diem since they have the advantage of not having to fly to one
location. The differential is the difference between the two trips from each
district and the one trip from the base district.

Intradistrict Travel
The cost of travel to the three most common intradistrict locations - as stated

in the district survey -w?s calculated on a per round trip mile basis. This was
compared to the cost per round trip mile within the base district. The
difference is the intradistrict travel differential.

Utilities (430)
The utility market basket consisted of heating fuel, electricity and a combined
other utilities category which included water, sewer and solid waste disposal.

Fuel
Districts were divided into five groups based on what they paid per gallon for

heating fuel in FY 1988. Then an average per gallon price was calculated for
each group. Each district within the group was assigned the group®s average
price. This was done to allow for yearly variations in fuel prices, to avoid
penalizing districts which negotiated lower than normal prices and not
reward districts which may have paid unnecessarily high prices. The base
district price is then the average paid for heating fuel in Alaska"s seven largest

urban areas.
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Next, the facilities index was applied to the per gallon price for each group,
again to avoid double compensation for building inefficiency. That index is
the square feet per student for each group of districts. Then this iscompared
to the same indexed price in the base district to calculate the differential.

Electricity
Electricity is calculated in a manner identical to the fuel differential. The same

groupings were used and the price then divided by the index of square feet per
student.

Other Utilities
Since unit costs are not available for water, sewer and waste disposal in most

districts, a slightly different method was used. A cost per square foot for other
utilitieswas calculated using data from the district survey. Then this cost was
indexed by dividing itby the same factor as were fuel and electricity.

Other Purchased Services (440)
Equipment repair services for copiers, typewriters and computers are the

market basket ir this category. Hourly rates were identified from the district
surveys and by mrveying vendors. The most common rate was selected and
applied to all districts. Rates vary littleamong districts as the real variable is

travel costs.

Copier and typewriter repair services were assumed to be onsite and the

differential for them is simply the difference between having and not having
travel costs. Computer repair and maintenance were assumed to be at central
locations so shipping costs were added from each district to a regional center.

Supplies, Materials and Media (450)

A market basket of twelve items for teaching supplies (3), janitorial supplies
(4, office supplies (3) and textbooks (2) was created for this major expenditure
category. Vendors for these items were often the same ones for most districts
so districts were assigned the most common vendor. Then the items were
priced and shipped from the vendor to each district via the most commonly

used transportation mode.

The total costs were then compared to FOB Anchorage prices for the same
items in the same quantities from the same vendors, the difference being the
differential. This prevents comparisons of Anchorage district purchasing
practices with those of small districts. In reality, the FOB Anchorage price
from the vendors which supply most outlying districts are nearly the same as
those secured from Anchorage vendors by the Anchorage district bid process.
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Equipment (510)
This market basket consisted of the most commonly purchased model and

brand of copier, projector, VCR and VCR camera. They were priced and
shipped from the most common vendors for each item via the most
common type of transportation used in each district. Freight and parcel post
rates were researched and applied to each piece of equipment according to its
shipping weight. The total cost was then compared to the same i1tems FOB

Anchorage from the same vendors.
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In trod uction

The Alaska School District Profiles and Differential Study is a two-volume
study produced during 1988 at the request of the Legislative Budget and Audit
Committee of the Alaska State Legislature by the McDowell Group, Alaskan
economic and market consultants, in association with Dr. Nat Cole, a noted
Alaskan education consultant.

Purpose
The study has two purposes. One is to provide a comprehensive geographic

cost differential for each of the 53 public school districts scheduled to be in
existence in Fiscal Year 1990, the next State budget cycle. Data from the current
fifty-five districts were studied as three districts - Aleutian Region, Sand Point
and King Cove -will merge inFY 1990, reducing the total to 53. The second
purpose as directed by the Committee is to develop an information base on
school districts for convenient use by decision makers.

Study Background
Of particular importance was the Legislative Budget and Audit Committee”s

direction to study all of the operating costs financed by the School Foundation
Fund, commonly referred to in education circles as the 01 Fund. The result
was a study design which measured both personnel and nonpersonnel costs.
Previous school district differentials had been based only on household cost
of living data and did not include consideration for nonpersonnel costs.

Until this current study, littlewas known of the comparative cost of operating
widely different school districts in 53 distinctly different areas of Alaska. What
was known was the relative cost of operating a household (household cost of
living) in 19 areas of Alaska. This information was the result of the 1985
McDowell Group work, the Alaska Geographic Differential Study. i the past,
these household cost differences were used to represent differences in
operating school districts, a sometimes tenuous assumption since school
districts rarely resemble households. This assumption was valid to the extent
that personnel costs account for most of a typical district's operating cost. This
study, Alaska School District Profiles and Differential Study, directiy addresses
and researches the costs of operating school districts and includes both
personnel and, for the first time, nonpersonnel costs.
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The study does not cover all aspects of public school finance. There are
actually four areas of public .school funding of which this study deals in detail
with just one - differentials necessary to compensate for price differences
among districts. And even more specifically, the study researches price
differences for school expenditures covered by the 01 Fund, the basic fund
which covers most school district operations. The study does not deal with
the school foundation formula, capital costs or the criteria for other funding
such as local contributions, PL 874, special programs, pupil transportation or

extra curricular travel.

A companion to the differential is the school foundation formula. Though
separate from the differential, its purpose also is to compensate for additional
cost - that of providing education in locations with dispersed and lower
density student populations. Itsimply takes more personnel, buildings,
building space, travel, supplies and materials to provided education in a
district of 10 communities with 200 students each than in a district consisting
of one community with 2,000 students. Itissimply less efficient per student,
and therefore more costly, even ifprices in the two districts are identical.

The school foundation formula compensates for this inherent inefficiency by
granting more dollars per student to communities with fewer students. It
does not compensate for differences in prices of nonpersonnel items or in the
household cost of living. That is the function of the differential under study
in this report. In most cases, the foundation formula is far more significant
in allocating funding to districts than is the differential.

Content )
Volume I, Summary and AnaIyS|s, provides complete results,

recommendations and methodologies for the first purpose of the study. That
is, to provide comprehensive differentials for districts. Volume I also
contains additional data and ratio analysis of selected statistics on district
fiscal, personnel, enrollment and facilities. Volume 1, District Pl'Of”ES,
addresses the second purpose of providing an information base.

Volume Il contains detailed profiles for the 53 districts. Each district profile
contains three types of information. First is social, economic, geographic
(including a district map) and governmental information about the district
itelf. The second isa FY 1988 profile of the district3 fiscal data, personnel,
facilities and enrollment. Finally, the last page of each profile contains the
calculations and results of the district’s geographic cost differential. This last
section includes detailed data for the personnel, nonpersonnel and overall
district differentials, data which are not presented in district format in
Volume 1. The profiles are typically 4 to 6 pages in length depending on the

size of the district.
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Volume Il places a complete and relevant picture of Alaska®s public school
districts in one convenient and easily digestible document. Political and
administrative decision makers have long been handcuffed by lack of reliable
and consumable data on one of the State*s most important and most
expensive issues - public education.

Using these profiles, a single district can evaluate their operations in terms of
personnel/enrolIment iratics, maintenance efficiency for facilities, quality of
facilities, expenditures per 100 ADM and many other measures. All of these
can be compared to the same measures in every other district. Each district
also has data showing the characteristics of the district itself such as
population, average income, employment, unemployment, subsistence
dependency, ethnic composition, climate data including heating degree days,
transportation systems, district size, land status and political systems.

Districts can compare their costs for each of seven major household and eight
major nonpersonnel expenditure categories by referring to the last page of
each profile. For example food, transportation and clothing costs for
households as well as equipment, utilities and travel costs for districts are
some of the costs shown in each profile. Unique district expenditure patterns
for personnel and nonpersonnel costs can also be identified and compared by

using Volume 1l in this manner.

Methodology . . . .
Methodology for the Alaska School District Profiles and Differential Study

utilized both survey and secondary research. The household cost of living in
each district was used to represent differences in personnel costs. While
district pay scales and actual salaries paid were examined, they were not used
as the basis for personnel costs. Itwas observed that starting salaries in most
districts closely paralleled the actual cost of living. But further up the scale
this correlation faded. In general, urban scales rose at a more rapid rate,
increasing actual personnel costs substantially with longevity. Therefore,
what is actually paid in terms of average salary is primarily a function of
negotiating policy, not cost. This eliminated salary scales and average salaries

as objective measures of true cost.

District cost of living differentials were calculated by disaggregating and
reorganizing the massive data base from the 1985 Alaska Geograpﬂlc
Differential gtUdy from 19 larger districts to 53 school districts. Since the data
base involved 2,500 households in 91 communities and 2,100 retail outlets in
54 communities, at least some data existed to compute a differential for each
school district. Since differences in cost of living among Alaska locations tend
to remain stable or change only slowly, the data was considered valid for the
study. The alternative of resurveying in 53 districts would have been far
beyond the budget limits of this study.
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A comprehensive School District Survey, completed by 51 of the 55 current
districts provided detailed budget data, a personnel inventory, a complete
building by building facilities inventory plus a comprehensive survey of
district purchasing patterns for each of the 30 items selected for the
nonpersonnel market basket including, for example, utilities, insurance,
teaching supplies, professional/technical services and equipment. Much of
the data from this survey was used for both the differential calculations and

the district profiles in Volume H

A companion survey also done for this study was a School District Vendor
Survey of dozens of firms serving Alaska school districts. Collected were
current prices of all nonpersonnel items, shipping methods and costs, pricing
policies and further information on district purchasing patterns.

Finally, a number of secondary sources were utilized, especially for the social,
economic, geographic and governmental portions of the district profiles.
District statistics provided in the surveys were supplemented by Alaska
Department of Education reports, district audits and other sources.
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L Summarg of Results.and
Recommendations

Recommended School District D ifferentials

Table 1-1 is a comparison of the final recommended differentials from this
study and the existing differentials currently in force in state statute through
FY 1989. Itissuggested that readers consider three critical points when
viewing the recommended differentials and those in the existing statute:

1. Study results should be expected to differ from existing statute differentials.
Existing statute differentials are based solely on the 1985 McDowell Group
work, E\Iaska Geographic Differential Study (with minor adjustments in
some districts for multisite districts and as a result of an arbitrator®s opinions).
This study is in turn based solely on the household cost of living, not the cost
of operating a school district. Further, the 1985 study provided differential
data for only 19 election districts. These results were generalized to the 55 (to
be 53 for FY 1990) school districts contained within the 19 election districts.

This current study,Alaska School District Profiles and Differential Study,
differs in two significant respects. First, it is the first to include all costs of
operating a school district in the differential formula. Second, this study
provides data specifically for each school district for both household cost of
living and for nonpersonnel district operating costs. Because of these
fundamental differences, stud) results were not expected to mirror existing
differentials. In short, operating a household is rarely the same as operating a
school district and should not be expected to cost the same.

2. In nearly all cases, the differential is less important to district funding
levels than the school foundation formula. The school foundation formula is
designed to compensate for higher costs due to the inherent inefficiency of
providing education in locations with dispersed population and low<

student density. On the other hand, the differential in this study is designed
to correct for higher costs due to higher prices, not inefficiency. A common
result of the two forms of compensation is that districts with the same
differential often receive different amounts of funding on a per student basis.

The most extreme foundation formula cases are the districts with very small
communities. For example, in FY 1988 the Chugach district received only 11%
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more funding per student because of the differential. By contrast it received
179% more dollars per student due to the foundation formula. In FY 1988 the
Railbelt district had an additional 23% from the differential and 25% per
student from the foundation formula. Many larger districts are also affected.
The Kenai Peninsula district receives no differential because living costs are
essentially the same as in Anchorage. But rtdoes gain 16% more dollars per
student from the foundation formula because it serves a moderately
dispersed and less dense student population. See Chapter 1V for a detailed
discussion of the relationship of the foundation formula and the differential.

3. The small amounts of household cost of living data available in some
groups of districts mean that raw study results are subject to moderate error,
and therefore inequity. An improvement in accuracy results from averaging
the differentials of similar districts which have limited data. Specifically,
group averages are recommended for most districts in the rural Southeast
Alaska, Alaska Peninsula and Aleutian Islands, Yukon and Kuskokwim
Delta, interior Remote and Interior Road System groups. See Table 1-2 in this
chapter for comparison of study results and recommended differentials.

Table 1-1

Comparison of Recommended Differentials and Existing

Statue Differentials
(Anchorage District = 1.00)

District Recommended Statute Difference
Differentials Differentials
Southern Southeast
Annette Island 1.08 1.03 0.05
Craig 1.08 1.03 0.05
Klawock 1.08 1.03 0.05
Hydaburg 1.08 1.03 0.05
Southeast Island 1.08 1.04 0.04
Urban Southeast
Ketchikan 1.00 1.00 .
Wrangell 1.00 1.00 .
Petershurg 1.00 1.00 :
Sitka 1.00 1.00 .
Juneau 1.00 1.00 .
Centra! and Northern Southeast
Kake 1.10 1.03 0.07
Chatham 1.10 1.03 0.07
Hoonah 1.10 1.08 0.02
Pelican 1.10 1.08 0.02
Other Southeast
Haines 1.03 1.05 -Q.
Skagway 1.05 1.05 886
Yakutat 1.20 1.08 0.12
Prince William Sound
Cordova 1.20 1.11 0.09
Chugach 1.20 1.11 0.09
Valdez 1.08 1.11 -0.03
Copper River 1.13 1.14 -0.01

Alaska School District Profiles and Diffferentlal Study



Table -1 continued
Comparison of Recommended Differentials and EXxisting

Statue Differentials
(Anchorage District -1.00)

District Recommended Statute Dlfferen
Differentials Differentials
Anchorag» Urban Influence Area
Anchorage (Base District) 1.00 1.00 .
Matanuska-Susitna 1.00 1.00 .
Kenai Peninsula 1.00 1.00 .
Kodiak 1.08 1.09 *0.01
Alaska Peninsula and Aleutian islands
Adak 1.29 1.27 0.02
Pribitofs 1.40 1.30 0.10
Aleutian (Region) East 1.33 1.31 0.02
Unalaska 1.29 1.27 0.02
Dillingham 1.29 1.27 0.02
Bristol Bay 1.33 1.27 0.06 '
Lake and Peninsula 1.33 1.31 0.02
Southwest 1.33 1.31 0.02
Yukon and Kuskokwim Delta
Lower Kuskokwim 1.40 1.42 -0.02
Yupiit 1.40 1.41 -0.01
Kashunamiut 1.37 1.33 0.04
Lower Yukon 1.37 1.35 0.02
St. Mary's 1.37 1.30 0.07
Interior Remote
Kuspuk 1.33 1.33 888
[ditarod 1.33 1.33 .
Galena 1.33 1.30 0.03
Yukon-Koyukuk 1.33 1.34 -0.01
Yukon Flats 1.36 1.46 -0.10
Tanana* 1.33 1.30 0.03
Inferior Road System
Alaska Gateway* 1.14 1.19 0.05
Delta/Greely 1.14 1.16 0.02
Nenana 1.14 1.20 +0.06
Railbelt* 1.14 1.23 0.09
Fairbanks 1.03 1.04 0.01
Arctic
North Slope 1.49 1.45 0.04
Northwest Arctic 1.43 1.45 0.02
Nome 1.36 1.34 0.02
Bering Straits 1.40 1.39 0.01

Summary ofResults
Changes were modest considering the differences in the origin of the

recommended and statute differentials. Forty-two of fifty-three district
differentials changed by five points or less and over half of all district
differentials (29) changed by less than three points. Eleven of those remained

the same.
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Of the eleven district differentials changing by more than five points, all had
statute differentials that were not based on data specifically for their districts.
The largest gain was Yakutat (+12) and the greatest loss was Yukon Flats (-10).
The district specific data in this study supports the recommended
differentials. In virtually every one of the following cases, the new
nonpersonnel cost data is consistent with the revisions in the household

data.

Valdez (5), Cordova (+9) and Chugach (+9) had been assigned the same
overall Prince William Sound differential, 1.11, because their data had been
combined in the 1985 study. When disaggregated, the data clearly showed a
significant difference between Valdez and Cordova cost of living, Valdez
being less expensive. The nonpersonnel survey also identified significant cost

differences.

Yakutat, Kake (+7) and Chatham (+7) had been combined with less expensive
urban areas of Haines/Skagway, Wrangell/Petersburg and Sitka, respectively.
When separated, their higher living costs became obvious. Higher costs in
these communities were also confirmed by the results of the nonpersonnel
cost research in this study. Yakutat, as the most isolated of these, had the

largest gain.

Railbelt and Nenana, down six and nine points respectively, are locations
with road access to major - "ban areas but previously had been combined with
a larger interior remote .0Once the higher costs of the remote inferior
communities were rem. Jjm data for communities with road access,
more moderate differential resulted.

Yukon Hats" statute differential was the results of an arbitrator®s decision
which classified it as an arctic district with costs at the North Slope level.
However, district specific cost of living and nonpersonnel data place it
conclusively ina more logical category with its closest geographic neighbors
in the remote interior region south of the Brooks Range.

The St. Mary®s district (+7) had been set at a low level due to an anomaly in
the original Wade Hampton election district housing cost data. After
adjustment for that exception, the district differential becomes average for the

Yukon delta area.
|

The Pribilof district (+10), the most remote in Western Alaska, had an
inadequate data base for computing a specific differential and had been
assigned a level more typical of less isolated communities in the region.
Adjustment for this inequity plus an addition of seven points for extreme
costs resulting from exceptional isolation give the district a significant
increase. Pribilof nonpersonnel costs are the Alaska Peninsula and Aleutian

Island region 3 highest.
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Recommended Differentials and Study Results

The results of the study reflect detailed analysis of both household cost of
living data and district nonpersonnel operating costs. While the data are the
most accurate and det. “ed ever used for school cost differentials, they are by
no means perfect reflections of reality. This is especially true when comparing
communities and school district operations which do not remotely resemble
one another. Differences in local lifestyles, income, district spending patterns,
student density, climate and dozens of other factors make the science of
differential study less than a precision calculation.

While the study team believes the results are reasonable reflections of
comparative costs they are not so precise as to eliminate inequity. For this
reason the study team provides recommended adjustments to the final
statistical results of the study. In the 1985 work, Alaska Geographic
Differential StUdy, the professional team recommended that the State of
Alaska consider grouping similar districts into a limited number of groups.
The districts within each group would be assigned the same differential. This
allows for very accurate measurement of costs in larger geographic areas
already known to have roughly the same costs throughout each area. The
study team makes the same recommendations for school district differentials.

The problem in both the 1985 study and this current study is one of hair
splitting small amounts of data into even smaller districts. The accuracy of
the data decreases as the number of households and retail outlets surveyed
becomes smaller. A thorough reading of chapters Il and IN shows the
procedures necessary to coax meaningful differentials out of small amounts

of data in some districts.

Perhaps the most extreme examples are differentials in four areas of the state -
rural Southeast, Alaska Peninsula and Aleutian Islands, Yukon and
Kuskokwim Delta, and the Interior Remote districts which stretch from
Kuspuk to Yukon Flats. Often, the personnel differentials for a single district
would be based on a sample of a hand full of households and on retail prices
in just one of several communities in the district. Even so, nearly all results
came within the parameters of the larger, more accurate districts used in 1985
and the cost differences between adjacent districts with minimal data were
surprisingly close. This isdue in part to the quality of the original data and in
part to the tight procedures for handling data representing small districts.

Table 1-2 details the differences between recommended differentials and
unadjusted study results contained in Chapters Il and HI and inVolume n,
District Profiles. For lowing Table 1-2 is the summary discussion of all
adjustments leading to the recommended differentials.
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Table 1-2
Recommended School District Differentials
(Anchorage District» 1.00)

District Study Recommended
Results Differentials

Southern Southeast

Annette Island 1.07 1.08
Craig 1.06 1.08
Klawock 1.08 1.08
Hydaburg L1t 1.08
Southeast Island 1.11 1.08
Urban Southeast
Ketchikan 1.02 1.00
Wrangell 1.02 1.00
Petersburg .01 1.00
Sitka 1.02 1.00
Juneau 1.02 1.00
Central and Northern Southeast
Kake 1.13 1.10
Chatham 1.10 1.10
Hoonah 1.07 1.10
Polican 1.07 1.10
Other Southeast
Haines 1.03 1.03
Skagway 1.05 1.05
Yakutat 1.20 1.20
Prince William Sound
Cordova 1.21 1.20
Chugach 1.20 1.20
Valdez 1.08 1.08
Copper River 1.13 1.13
Anchorage Urban Influence Area
Anchorage (Base District) 1.00 1.00
Matanuska-Susitna 1.00 1.00
Kenai Peninsula 1.01 1.00
Kodiak 1.08 1.08
Alaska Peninsula and Aleutian Islands
Adak 1.30 1.29
Pribilofs 1.34 1.40
Aleutian (Region) East 1.34 1.33
Unalaska 1.20 1.29
Dillingham 1.29 1.29
Bristol Bay 1.33 1.33
Lake and Peninsula 1.34 1.33
Southwest 1.33 1.33
Yukon and Kuskokwim Delta
Lower Kuskokwim 1.40 1.40
Yupiit 1.40 1.40
Kashunamiut 1.37 1.37
Lower Yukon 1.37 1.37
St. Mary's 1.37 1.37
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Table 12 continued
Recommended School District Differentials
(Anchorage District - 1.00)

District Study RecorrMnded
Results Differentials
Interior Remote
Kuspuk 1.34 1.33
Iditarod 1.29 1.33
Galena 1.33 1.33
Yukon-Koyukuk 1.31 1.33
Yukon Flats 1.36 1.36
Tanana 1.33 1.33
Interior Rood System
Alaska Gateway 1.11 1.14
Delta/Greely 1.11 1.14
Nenana 1.16 1.14
Railbelt 1.14 1.14
Fairbanks 1.03 1.03
Arctic
North Slope 1.49 1.49
Northwest Arctic 1.43 1.43
Nome 1.36 1.36
Bering Straits 1.40 1.40

Basis forRecommended Differentials

Southeast: The five Southern Southeast districts are assigned a
recommenced group differential of 1.08. Craig, Klawock and Hydaburg are
within a few miles of one another and all have access to the same road
system. Hydaburg®s study result of 1.11 was inflated by a low personnel
expenditure weight due to that district's exceptionally low pay levels. Given
the average weights of this group of districts, the Hydaburg differential would
have been 1.08. Southeast Island has the central office as well as a substantial
district correspondence program in Ketchikan. Both of these factors lower
costs. Also, Southeast Island"s dispersion over multiple small sites is
compensated for in the foundation formula.

The recommended group differential for Urban Southeast districts is the 1.00
base level. Urban Southeast districts have virtually the same personnel and
nonpersonnel cost levels, all of them within a few points of the base district.
Further, their extremely low nonpersonnel expenditure weights show the
effects of moderate climate and other cost advantages not available to more
northern isolated districts. While the study results are slightly higher (1.01 o
1.02), numerous past studies have continued to verify that cost of living and
other costs are essentially the same in most of urban Alaska. Finally, the
slight difference from the base level in urban Southeast household living
costs isdue almost entirely to local sales tax, not actual cost levels. Some
debate exists as to including the effect of local sales tax, a local choice, in living
cost comparisons. Sales tax is included in the Alaska data base used in this
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study. In summary, the difference between base level and Southeast urban
differentials is not considered statistically significant.

The four Central and Northern Southeast districts are assigned a
recommended differential of 1.10, the average for that group. Though they do
not fall into a convenient group of similar districts, they are subject to the
same isolation factors and they experience higher retail costs than the
southern group. Pelican, which did not return a survey, is assigned the 1.10
average. The one multisite district, Chatham, is compensated for lack of

density through the foundation formula.

Haines, Skagway and Yakutat recommendations are simply the study results -
1.03, 105 and 1.21. The statute differential for these districts was based on an
overall average and Yakutat®s costs inflated those of the entire district. In
turn, the lower costs in Skagway and Haines were the major factor in
Yakutat®s low existing statute differential. Yakutat"s isolation, lack of access to
regional centers and high everyday retail prices separate it from the rest of
Southeast Alaska. Its costs are actually similar to those of the isolated
locations in Prince William Sound -Chugach and Cordova.

Prince William Sound: PrinceWilliam Sound differentials are an example
of the advantage of road access. Valdez and even Copper River have lower
everyday retail prices and nonpersonnel costs than Cordova and Chugach.
The recommended differential for Cordova and Chugach (which is based on
Cordova) is 1.20, the same as Yakutat and virtually the same as the study
results. Study results are also recommended for Valdez (1.08) and Copper
River (1.13). The former Prince William Sound differential of 1.11 for all
locations was simply the average for the area. Enough data exists in each
location to show a dear and significant difference in Cordova and Valdez
costs, both household and nonpersonnel.

Anchorage Urban Influence Area: The Anchorage Urban Influence Area
recommended differential is 1.00 for the three districts of Anchorage,
Matanuska-Susitna and Kenai Peninsula. The Kenai Peninsula study result is
actually 1.01, similar to some urban Southeast districts and is not considered
statistically significant. Further, the Kenai district is compensated an extra
16% per student by the foundation formula for lower density and multisites.

Kodiak: The study result of 1.08 is the recommended Kodiak differential.
Kodiak has no really comparable district other than some of the Southeast
urban districts such as Sitka or Ketchikan, both with differentials near 1.00. It
is large enough to have retail competition, reasonable utility rates and
moderate shipping costs. Kodiak also benefits from a relatively modest
maritime climate. However, 1tis more isolated than Southeast Alaska and
shows moderately higher costs as a result, especially for transportation.
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Alaska Peninsula and Aleutian Islands: The Alaska Peninsula and
Aleutian Islands is a region which suffers from limited data. The
communities are small and the number of households and retail outlets
upon which these differentials are based is also small. However, the range of
study results is surprisingly narrow showing these districts are subject to
essentially the same cost levels. This similarity is further verified by the
relative closeness of the nonpersonnel differentials.

Two differential are recommended. For Dillingham, Unalaska and Adak, 1.29
is recommended. Sufficient data is available for Dillingham and Unalaska
and the study result for both was 1.29. These districts also show lower than
average nonpersonnel expenditures, an indication that facility costs are more
reasonable than in other districts in the area.

Adak benefits from the districts relationship with the military and its
nonpersonnel differential is lower than average for the region. Further, itis
unlikely that district personnel pay everyday retail prices as high as those in
the small site districts, though the personnel differential assigned to Adak
was from a high cost area, Sand Point.

The recommended differential for the remaining districts in the Alaska
Peninsula and Aleutian Islands group is 1.33, their average. One "Xception to
this is recommended. The Pribilof district is clearly subject to mere extreme
cost conditions than others in this group. The nonpersonnel differential is
the region®s highest, 1.38. Though no household data is available itwould
most certainly reflect higher costs than those districts less isolated and distant.
A 1.40 isrecommended for the Pribilofs - the same differential as Lower

Kuskokwim, Yupiit and Bering Straits.

Yukon and Kuskokwim Delta: Yukon and Kuskokwim Delta
recommendations are the study results of 1.40 for two districts and 1.37 for
three others. Historically, Lower Kuskokwim and particularly Bethel, have
had some of the state"s highest household costs of living. The district’s
nonpersonnel results minor this at 1.43, third highest in the state. Yupiit, for
which no household or nonpersonnel data is available is assigned the Lower
Kuskokwim differential of 1.40 which is the closest district but not
particularly similar. Itcould have as easily been assigned the 1.33 for Kuspuk,
its neighbor to the east. However, the line for groupings was drawn at
Kuspuk so Yupiit is included in the delta group.

Interior Remote: The Interior Remote group of six districts which extends
from Kuspuk to Yukon Flats is assigned a recommended differential of 1.33,
the average for the group. The exception isYukon Flatswhich shared with
Yukon-Koyukuk the group®s highest household costs and the next highest
nonpersonnel differential. Study results of 1.36 are recommended for Yukon
Flats. While this is a significant change from their 1.46 existing statute
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differential, that differential was set in arbitration and was not based on actual
data. Actual Yukon Flats district data for both households and nonpersonnel
show patterns and prices very similar to other Interior Remote districts but

not near the level of the Arctic districts which must cope with more severe
climate and higher transportation costs.

Of all groups, the Interior Remote districts had the most limited data
available. No single community was large enough to have a desirable
number of households and outlets surveyed. Yet all districts had at least some
household and price survey representation study results were fairly uniform,
ranging from 1.29 to 1.36. These results also closely mirrored the 1985 study
results for larger districts in the same region. Yukon-Koyukuk®s lower than
average nonpersonnel differential ismodified by the fact that a portion of

their students attend Nenana schools.

Interior Road System! |Interior Road System district differentials are tightly
grouped at 1.11 to 1.16. The differential of another road system district, Copper
River"s 1.13, further supports this range. Two 1inequities are apparent in this
group. Nenana®s 1.16 is noticeably higher than the others in spite of easy
access to Fairbanks prices. The second apparent inequity is the Alaska Gateway
district which had no household or price data and was assigned Delta/Greely
numbers as the closest district. However, the small Delta/Greely sample had
lower than normal housing cost factors. Alaska Gateway, on the other hand,
has less retail price competition and isnot an easy drive to either Fairbanks or
Anchorage. This situation ismore like that of Copper River and Railbelt

An overall Interior Road System differential of 1.14 isrecommended. This is
the average of the two districts (Nenana and Delta/Greely) for which both
household and nonpersonnel data were available. While thismay not be an
ideal solution, itis the only alternative which can be based on actual data.
Further, itprovides Alaska Gateway with virtually the same differential as
the two most similar district - Copper River and Railbelt. These three districts,
especially Alaska Gateway, benefit significantly more from the foundation
formula than Nenana and especially Delta/Greely.

Fairbanks: Study results of 1.03 ararecommended for Fairbanks. The state's
second largest district, while typically urban in virtually all of its cost data,
does have both household (1.03) and nonpersonnel (1.01) differentials above
the urban base. Further, itdid report the highest per gallon cost for heating oil
of any urban district, in spite of the presence of two local refineries. While
districts with 1.01 and 1.02 overall differentials were held to the urban base,
the Fairbanks level of 1.03 becomes significant and isrecommended.

Arctic: Arctic districts vary a great deal in all respects and no group

differential could apply. Study results are recommended for North Slope
(1.49), Northwest Arctic (1.43), Nome (1.36) and Bering Straits (1.40). Both
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Nome and North Slope districts spend a high proportion of their budget on
personnel (78% and 77%, respectively), indicating high salaries and/or lower
than normal nonpersonnel costs. The North Slope differential is more a
result of high household cost of living than nonpersonnel costs which are
modified by reasonable (by Arctic standards) utility costs in Barrow.

Personneland Nonpersonnel Differentials
and Expenditure Weights

Table 1-3shows how each of the district differentials are calculated. First, the
personnel cost differential is multiplied by the personnel expenditure weight.
In the case of the Klawock district, for example, 81% of the total budget was
spent on personnel and the personnel differential was 1.01, or 1% above
Anchorage levels. Then, the nonpersonnel differential is multiplied by the
nonpersonnel expenditure weight. In the Klawock case the district spent 19%
of their budget on nonpersonnel costs and the nonpersonnel differential was
1.35 or 35% higher than Anchorage costs. The products of these two
calculations are added and the sum, 1.08, is the district differential.

A summary discussion of these results follows Table 1-3, on the following
page.
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Table 13
School District Personnel, Nonpersonnel

and Total Differentials
(Anchorage District - 1.0C)

District Personnel Pert ton Nonpere Total Hecomma
Dtffentiali Expenditure Pereonraf Expenditure District Dlffereni
Weight Differentials Weight Differential

Southern Southeast

Annette Island 1.01 15 1.23 .25 1.07 1.08
Craig 1.01 a7 1.25 23 1.06 1.08
Klawock 1.01 81 1.35 19 1.08 1.08
Hydaburg 1.01 63 1.27 37 1.11 1.08
Southeast Island 1.01 g1 1.36 .29 1.11 1.08
Urban Southeast
Ketchikan 1.02 81 1.00 19 1.02 1.00
Wrangell 1.00 .86 1.08 14 1.02 1.00
Petershurg 1.00 19 1.05 .22 1.01 1.00
Sitka 1.02 82 1.03 18 1.02 1.00
Juneau 1.03 .86 0.98 14 1.02 1.00
Central and Northern Southeast
Kake 1.05 67 1.30 33 1.13 1.10
Chatham 1.07 .75 1.21 .25 1.10 1.10
Hoonah 1.03 81 1.24 19 1.07 1.10
Pelican* 1.03 NP NP NP 1.07 1.10
Other Southeast
Haines 1.02 18 1.07 .22 1.03 1.03
Skagway 1.03 15 1.11 25 1.05 1.05
r'akutat 1.21 18 1.19 .22 1.20 1.20
Prince William Sound
Cordova 1.18 .84 1.37 16 1.21 1.20
Chugach 1.13 .69 1.36 31 1.20 1.20
Valdez 1.06 83 1.17 A7 1.08 1.06
Copper River 1.13 12 1.12 .28 1.13 1.13
Anchorage Urban Influence Area
Anchorage (Base District) 1.00 .88 1.00 .12 1.00 1.00
Matanuska-Susitna 1.00 .86 1.01 14 1.00 1.00
Kenai Peninsula 1.01 81 1.01 19 1.01 1.00

Kodiak 1.06 83 1.15 A7 1.08 1.08
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Table 1-3 continued
School District Personnel, Nonpersonnel

and Total Differentials
(Anchorage District - 1.00)

District Personnel Faraotmei Non Nonpere Total Recommended
Differential Expendtue Persomel Expenditure District Differential
Weight Diharentlal Weight Differential
Alaska Peninsula and Aleutian Islands
Adak 1.32 .69 1.25 31 1.30 1.29
Pribilofs 1.32 61 1.38 39 1.34 1.40
Aleutian (Region) East 1.32 59 1.37 A1 1.34 1.33
Unalaska 1.30 71 1.27 29 1.29 1.29
Dillrtgham 1.30 19 1.24 2 1.29 1.29
Bristol Bay 1.35 64 1.31 .36 1.33 1.33
Lake and Peninsula 1.35 65 1.31 .35 1.34 1.33
Southwest 1.35 11 1.27 29 1.33 1.33
Yukon and Kuskokwim Delta
Lower Kuskokwim 1.39 11 .43 29 1.40 1.40
Yupiit* 1.39 NP NP NP 1.40 1.40
Kashunamiut 1.39 10 1.31 30 1.37 1.37
Lower Yukon 1.36 .68 1.35 32 1.37 1.37
St. Mary's 1.38 64 1.35 .36 1.37 1.37
Interior Remote
Kuspuk 1.37 .68 1.23 32 1.34 1.33
Iditarod 1.32 69 1.22 31 1.29 1.33
Galena 1.32 14 1.33 26 1.33 1.33
Yukon-Koyukuk 1.39 63 1.18 37 1.31 1.33
Yukon Flats 1.39 .63 1.32 37 1.36 1.36
Tanana* 1.32 NP NP NP 1.33 1.33
Interior Road System
Alaska Gateway 1.10 .68 1.14 32 1.11 1.14
Detta/Greely 1.10 83 1.14 A7 1.11 1.14
Nenana 1.14 15 1.22 25 1.16 1.14
Raitoelt 1.14 15 1.14 25 1.14 1.14
Fairbanks 1.03 64 1.01 16 1.03 1.03
Arctic
North Slope 1.53 18 1.34 .22 1.49 1.49
Northwest Arctic 1.41 11 1.49 29 1.43 1.43
Nome 1.41 a7 1.18 23 1.36 1.36
Bering Straits 1.34 .68 1.53 32 1.40 1.40

"Not Providcd. District did not return school District Survey.



Summary ofResults (See Table 1-3}

Personnel Differentials and Expenditure Weights

Personnel (household cost of living) differentials range from 1.00 to 1.53 but
they also fall into four very distinct groups - Arctic, Aleutian and Interior
remote, districts with convenient access to major regional centers, and urban

districts.

The highest differentials are in the Arctic region topped by the 1.53 cost of
living differential in the North Slope district. Two other northern districts -
Northwest Arctic ar.d Nome -shared the next highest cost of living of 1.41.

The largest group, the 20 Aleutian and Interior Remote districts had cost of
living differentials ranging from 1.30 to 1.39, only nine points. This narrow
range is the differential for districts which are truly remote from major
regional centers but are not true arctic districts. These twenty districts stretch
in a solid band from the tip of the Aleutian Chain through the Yukon River,
Kuskokwim River and Bristol Bay drainage systems to the Alaska/Canada

border in the Eastern Interior.

Districts with reasonable road or ferry access to regional centers of Ketchikan,
Juneau, Anchorage or Fairbanks fall into a third group with differentials of
1.01 for some smaller Southeast districts to 1.10 and 1.14 for all the interior

road system districts.

Fourth, urban districts with most of the state"s population are grouped closely
about the 1.00 base level and range only to 1.03. This group includes
Anchorage, Fairbanks, Matanuska-Susitna, Kenai Peninsula, Juneau,
Ketchikan and Sitka. Essentially, urban Alaskans experience about the same

cost of living.

Nonpersonnel Differentials and Expenditure Weights

Nonpersonnel differentials had nearly the same range as personnel
differentials - 0.98 to 1.53. However, their pattern among districts is different
than the personnel differential. Rarely were the personnel and nonpersonnel
differentials the same in any one district. This supports the original premise
of this study which was that, in most districts, nonpersonnel costs are at
different levels than personnel costs. Personnel and nonpersonnel costs
differed by ten or more points in 17 districts and by at least five points in 31

districts.

District size, not living costs, was a major determinant of high nonpersonnel
costs. Even in small districts of Southeast Alaska where household costs tend
to be reasonable, nonpersonnel costs were high. In small communities with
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small schools several nonpersonnel costs were significantly higher than in
urban areas. Utilities rates, fuel prices, insurance, travel and
professional/technical services are significantly more expensive in small
communities than in urban areas.

Ten districts including all major urban districts had nonpersonnel
differentials of less than 1.10. Another eleven had differentials between 1.10
and 1.19. These tended to be smaller urban areas and small districts with road
access to Anchorage and Fairbanks. Twelve districts including most of rural
Southeast had differentials in the 1.20"s and a nearly equal number (14) scored
in the 1.30°s. Many in the 1.30"s group were in that remote Aleutian and
Interior region where household costs of living tended to be so uniform, also
in the 1.30"s. Final, only three districts scored nonpersonnel differentials
above 1.40 -Lower Kuskokwim (1.43), Northwest Arctic (1.49) and Bering

Straits (1.53).

Readers should keep inmind that in many districts serving smaller
communities nonpersonnel differentials are modified by an adjustment
factor for facilities costs (utilities and property insurance) to avoid double
payment for low density student populations by both the foundation formula
and the differential. Again, the differential is an adjustment for price
differences while the foundation formula compensates for the inherent
inefficiency of providing education to dispersed and lower density student
populations.

Nonpersonnel expenditure weights are typically 12% to 20% in urban districts
reflecting the lower prices of most nonpersonnel market basket items from
insurance to travel to utility and fuel prices. Anchorage spends a smaller
portion of its budget than any other district, 12%, on nonpersonnel costs.
MatSu and Juneau spend 14% and Fairbanks, 16%.

At the other extreme are seventeen districts, all but one of them remote,
which spend over 30% of their budget on nonpersonnel costs. The Aleutian
Region and the Pribilof districts devote a larger portions of their budget to
nonpersonnel costs than any other districts - 41% and 39%, respectively.

Analysis of District Statistics
The Alaska School District Profiles and Differential Study aiso includes

information not related to differentials. Chapter 1V of this study volume
provides tables and written analysis of selected district fiscal, enrollIment,
personnel and facility data. Additional data and ratios (per ADM) for each
district are also included in Volume Il of this study, District Profiles. The
appendix to Volume I includes a sample district profile from Volume n.
Readers are referred to Chapter IV of Volume land to Volume n for detailed
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data and analysis of district statistics. Following isa briefsummary of some of
the data analyzed in Chapter IV.

Bvlget Analysis per ADM
School Operating Fund (01 fund) total, personnel and nonpersonnel budgets,

State funding and other funding are all analyzed on a per AD M basis.

Total budgets per ADM (meaning per student, more or less) range from a low
of less than $4,600 for the Anchorage base districtwhich has the largest and
most dense - and therefore the most efficient to serve - student population to
a high of just under $19,500 for the North Slope district. Urban districts
typically spend up to $6,000 per AD M while 20 small and remote districts

spend over $10,000 per ADM.

North Slope expenditure and personnel levels are unique among districts
and the following brief discussion explains some factors which contribute to
this. The North Slope has the highest cost differential (1.49) and, like many
other remote Northern and Western Alaska districts, it also provides
education for a student population in several scattered funding communities.
In addition, the North Slope has made an enormous local financial
commitment to upgrading the education of their population. According to
district officials, the percentile competency scores of grade school students
have increased dramatically from a depressing 11th to the 32nd percentile in
the past four school years. In terms of State foundation funding, the North
Slope receives about $6,200, less than 25 other districts and about the same as
Lower Yukon, Skagway and Kake. However, funding from other sources,
primarily local, triples this amount.

Personnel expenditures vary from less than $5,000 for the major urban
districts to $15,163 for the North Slope. Only three other districts spend as
much as $10,000 per ADM on personnel.

Nonpersonnel spending per ADM ismore widely scattered, ranging from just
$568 for Anchorage and less than $1,000 for the other major urban districts to
a peak of nearly $8,000 for the tiny Aleutian Region. The spread between the
districts with the highest and lowest per AD M personnel costs was a factor of
just under four ($4,000 vs. $15,000). But in nonpersonnel costs the spread is a
factor of fourteen (from under $600 in Anchorage to $8,000). Nonpersonnel
costs per ADM tended to be highest in the districts with very small

communities.

State funding per AD M averages less than $3,500 in major urban areas and is
typically $6,000 to $10,000 in many remote districts. The extremes are seven
districts receiving over $10,000 with the Aleutian Region over $15,000 per

A DM in State foundation funding.
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Funding from other sources in major urban areas ranges from $1,300 (MatSu)
to $2,200 (Fairbanks). The North Slope and Valdez are the leaders in the other
funding category with $13,310 and $6,311, respectively, most of it from local
sources. The districts with th? least funding from other sources are the seven
receiving less than $1,000. Most of them are districts serving smaller though
not remote communities such as Skagway (lowest at $379), Nenana and
Copper River.

Enrollment, Personnel and Facility Analysis per ADM
Personnel ratios per 100 AD M are analyzed as are the relationships between

enrolIment and instructional units.

District enrolIments range from slightly more than 100 students in small
single site districts to over 38,000 in Anchorage. But of more interest is the
relationship between total enrollment (1st count ADM) and the number of
instructional units granted each district by the school foundation formula. An
instructional unit is the basic funding unit for public schools and isworth
about $60,000 per unit.

This analysis of students per funding unit shows a low of4.0AD M per
instructional unit in the tiny Chugach district to 12.4 in the Anchorage
district. Urban areas typically have 11 to 12.4 students per instructional unit of
funding while many small and multisite districts receive an instructional
unit for every 5 to 8 students. This issimply another way to express the
efficiency differences caused by dispersed and lower density student

populations.

Another measure of what districts provide is the number of square feet of
instructional budding space per student. Anchorage is the most efficient
district with only 134 square feet of instructional space per student. Other
major urban districts typically provide 140 to 150 square feet. By contrast, ten
districts provide: over 300 square feetwith a high of 414 per ADM 1in the
North Slope. In general, remote districts use about twice the instructional
space per studejat because low density and dispersion cause inefficient use of
buildings compared to the compactness possible in large urban area schools.

Personnel per 100 AD M reveals the same results as e ther data. Generally,
major urban districts, which devote over 80% of their budgets to personnel
still provide just 9 to 10 total personnel per 100 ADM. They also employ about
tv/ice as many certified as classified personnel. Anchorage, for example,
employs six certificated and three classified per 100 ADM .

In contrast, sixteen districts employ 18 or more personnel per 100 AD M with a
high of 30 for the North Slope. These districts, of course, are remote ones
serving mostly small communities. Further, districts with high
personnel/student ratios tend to hire about as many classified as certificated
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personnel. A few districts hire more classified than certificated. A typical
remote REAA might employ 11 certificated and 10 classified personnel per 100
ADM compared to the typical urban ratios of 6 and 3, respectively.

Summary ofMethodology

Personnel Differential Methods and Data
While the overall study collected data on salary levels and other personnel

costs for the profile portion, the only data used for the personnel cost
differential was the household cost of living in the 55 (53 in FY 1990) school
districts. Again, the sole basis for the personnel differential is household cost
of living, not average salaries paid and not salary schedules.

Virtually all household data was derived from the comprehensive data base
of the 1985 Alaska Geographic Differential Study done by The mcpowell
Group for the State of Alaska Department of Administration, Division of
Labor Relations. The study surveyed nearly 2,500 households in 91
communities and collected retail prices from 2,100 retail outlets in 54
communities. The results were combined into the 19 Alaska election districts
which the State uses for their differential districts. The household cost of
living market basket included 310 items in the seven major Consumer Price
Index household expenditure categories of housing, food, transportation,
clothing, recreation and entertainment, medical and miscellaneous.

To meet the needs of the school district study this data base was disaggregated
and then reorganized into the 55 school districts. Then a differential was
calculated for the household cost of living in each of those districts. Because
the original study sample was designed for 19 rather than 55 districts, data for
some small school districts was either not available or was not considered
statistically sound due small sample sizes or other factors. To compensate for
these cases several rules were developed which provide each district with
data considered sound for differential purposes. A summary of these rules

follows:

=W hen data was missing (for example, no retail price surveys were
conducted in some districts) data from the closest most similar district was
substituted. If data from the closest most similar district was not available,
data from the larger original district in the 1985 study was used.

=When household and price data appeared outside the normal limits of the
original study, data from the closest most similar district was substituted. For
example, in the original study no more than 36% of any district's household
budget was spent on food. Ifa districtwith a small household sample size
showed a food expenditure weight well beyond 36%, then data from the
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closest most similar school district or from the original 1985 district was
substituted.

=|In general readers should keep in mind the basic results of not only the 1985
study but past major studies conducted in 1972 and 1976. Two findings are of

importance:

1. The most significant finding is that housing in most districts is less
expensive than in Anchorage but that Anchorage®s everyday retail prices are
the state®s most favorable. These tend to balance each other out in most urban
areas but in rural areas the high everyday prices cause higher differentials.

Essentially, there are four groups of cost of Ih/ing differentials - urban Alaska,
small communities with easy and inexpensive access to regional centers by
road or ferry, remote rural communities and true Arctic locations. The cost of
living in urban Alaska is essentially the same from Ketchikan to Fairbanks,
varying only from 1.00 to 1.03. Communities with easy access to regional
centers fall into the 1.01 (small Southeast communities) to 1.14 (Railbelt,
Copper River) range. Finally, the cost of living in remote areas from the
Aleutians to the Alaska/Canada border in the Interior is remarkably similar
with differentials of 1.30 to 1.40 covering all cases. Only true Arctic districts

exceed 1.40.

2. The second significant finding is that differences in cost of living among
Alaska locations change little over time. For example, the difference in cost of
living between Bethel and Anchorage is about the same as itwas nearly 20
years ago. Therefore, the use of a 1985 data base for 1988 differentials is
appropriate, though the 1986-88 recession in urban Alaska has affected
housing costs in the short run. However, some significant changes have
occurred in some locations over the past 20 years and the cost of living data

base should be updated every several years.

Nonpersonnel EHLfferential Methods and Eat*
Thirty nonpersonnel expenditure items in eight major school district

expenditure code categories are used to compute differentials in
nonpersonnel costs. Data was collected through the School District Survey, a
comprehensive survey of expenditure patterns completed by 51 of the 55
districts existing in FY 1988, and a School District VENAOIS' SUIVEY of dozens
of firms doing business with Alaska®s school districts. Both surveys were
conducted specifically for the nonpersonnel differential in this study. See
Chapter HI for detailed methodology and results of these surveys.

Following is a brief description of methods used to develop a nonpersonnel
differential for school districts. See Chapter DI for detailed nonpersonnel
differential methodology and results.
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Professional/Technical Services (Budget Code 400)
Legal, audit and inservice training were the professional/technical services

market basket items.

Legal Services
Legal costs were based on the hourly rate charged by lead attorneys - usually

about $135 - plus travel arid per diem to the central office of each district for
those districts which did not use local attorneys. Ifany district lead attorney
rate was significantly higher or lower than the normal rate, itwas assigned
the $135 standard rate. Travel costs were added to the fees for a typical travel
assignment of one work day. Interviews with legal firms revealed that about
30% of the their time was spent onsite and 70% in their own offices.
Therefore, travel costs were added to only 30% of the legal fees-

The legal differential is the cost difference between performing all work in
Anchorage and 30% of the work onsite.

Audit Costs
Interviews with the four firms which conduct most district audits revealed

fairly standard fees depending on the size of the district budget. In addition,
the audit firms specified the amount of totai time which would be spent
onsite (and therefore subject to travel and per diem costs). Actual audit costs
paid by districts varied significantly and did not allow a basis for differential
comparison. Instead, audit firm standards for districts for specified budget

sizes were used.

The audit differential is the cost difference between performing a district’s
audit without travel and per diem and performing the audit with a portion of
itbeing onsite. About 40-60% of the professional time for an audit is spent

onsite.

Inservice Training
Inservice training policies and expenditures varied dramatically among

districts. However, the district surveys revealed that $250 per day in fees and a
three-day assignment were the most common parameters for contract
inservice training professionals. Travel and per diem costs from a central out-
of-state point to each district office was calculated.

The differential is the difference in total costs (fees, travel and per diem)
between sending that professional to regional centers (Anchorage, Juneau and

Fairbanks) and other districts.

Communications (410)
The communications market basket included long distance telephone, local

telephone charges and postage (a combination of postage and parcel post
shipping).
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Long Distance Telephone )
According to district surveys the three most commonly called locations were

Anchorage, Juneau and Fairbanks. The study team calculate the total cost of
calling these locations from each district. The standard was a ten-minute
daytime weekday station cll. This cost was compared to the cost of
Anchorage placing two calls (one to Fairbanks, the other to Juneau) and the
differential calculated. Qut-of-district calls account for most of the long
distance expense even for multisite districts. Therefore, all long distance
expenditures are given the aut-of-district differattial.

Local Telephone Service
A standard business telephone system (three-lire rotary roll-over) monthly
charge was selected as the basis for cost comparison. School district systems do
not follow any particular pattems so this system was priced in each of the
districts and its cost compared to the Anchorage price.

Postage
Postage budgets were split into two parts for single site district and three for

multisites. Normal postage and parcel post packages of less than two pounds,
which cost the same everywhere, were assumes to be 60% of the budget and
the other 40% was parcel post shipping for packages over two pounds. The
cost of shipping parcels over two pounds varies depending on the distance
shipped. These larger packages were assumed to be shipped to both Juneau
and to parcel post zone 8 (outside Alaska) from each district.

The differential is the cost of normal postage plus larger package shipping in
each district as compared to Anchorage.

Insurance (415)
Property insurance rates were quoted by the two companies which insure the

majority of districts. Essentially, three rates prevail for Alaska school districts -
urban, remote sites with good condition buildings and remote sites with poor
condition buildings. The urban rate smuch lower than the remote rates
which are only about 10% apart. Districts were divided into the three groups
based on the urban - remote criteria and the condition of remote district
buildings was taken from the district survey of feciliies which rated buildings
on a four-point condition scale.

Then the rates were adjusted to avoid double compensation for fecilities aosts.
The foundation formula already compensates for the inefficiency of small rite
districts by having a declining formula as the size of funding communities
increases. Unless the unit prices of fadlities-related costs are indexed the
foundation formula plus the differential result in mathematically inflated

funding lewels for small districts.
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The adjustment index Is the number of square feet per student. The unit price
of insurance isdivided by this index to come out with the actual property
insurance differential used In this study.

Liability insurance, though included in the expenditure weights of school
districts, isgiven the base differential because rates are not sensitive o
geographic location.

Travel (420)

Qut-of-district trael and iintradistrict travel (for nultisite districts) are the
two 1tems in this market basket. Student activity travel and pupil
transportation (school busses) are not included because they are not paid for

out of 01 funds being studied in this report.

Out-of-District Travel
Virtually all districts traveled most commonly to Anchorage and Juneau.

Travel costs assume trips to each location from each district™s central office.
The air fare isweighted by the frequency of trael to each location as reported
on the district survey. Then three days per diem ($300) are assumed for the
typical trip to erther location.

The total of the weighted air fare and per diem is the amount credited to each
district. The base district (and Juneau) are credited with one trip plus three
days per diem since they have the advantage of not having to fly to one
location. The differential is the difference between the two trips from each
district and the one trip from the base district.

Intradistrict Travel
The cost of travel to the three most common intradistrict locations - as stated

In the district survey -was calculated on a per round trip mile besis. This was
compared to the cost per round trip mile within the base district. The
difference is the intradistrict trael differential.

Utilities (430)
The utility market basket consisted of heating fiel, electricity and a combined

other utilitaes category which included water, sewer and solid waste disposal.

Fuel
Districts were divided into five groups based on what they paid per gallon for

heating fuel In FY 1983. Thtin an average per gallon price was calculated for
each group. Each district within the group was assigned the group®s average
price. This was done to allow for yearly variations in fuel prices, to avoid
penalizing districts which negotiated lower than normal prices and not
reward districts which may have paid unnecessarily high prices. The base
district price is then the average paid for heating fuel in Alaska®s seven largest

urban aress.
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Next, the facilities index was applied to the per gallon price for each group,
again to avoid double compensation for building inefficiency. That index is
the square feet per student for each group of districts. Then this is compared
1o the same iIndexed price in the base district to calculate the differential.

Electricity
Electricity is calculated in a manner identical to the fuel differential. The same

groupings were used and the price then divided by the index of square feet per
student.

Other Utilities
Since unit costs are not available for water, sewer zind waste disposal in most

districts, a slightly different method was used. A cost per square foot for other
utlides was calculated using data from the district survey. Then this cost was
indexed by dividing itby the same factor as were fuel and electricity.

Other Purchased Services (440)

Equipment repair services for copiers, typewriters and computers are the
market basket in this category. Hour ly rates were identified from the district
surveys and by surveying vendors. The most common rate was selected and
applied to all districts. Rates vary little among districts as the real variable is

travel oosts.

Copier and typewriter repair services were assumed to be onsite and the

differential for them is simply the difference between having and not having
travel oosts. Computer repair and maintenance were assumed to be at central
locations so shipping costs were added from each district to a regional center.

Supplies, Materials and Media (450)

A market basket of twelve 1tems for teaching supplies ), janrtorial supplies
@), office supplies () and texthooks (2) was created for this major expenditure
category. Vendors for these items were often the same ones for most districts
So districts were assigned the most common vendor. Then the 1tems were
priced and shipped from the vendor to each district via the most commonly

used transportation mode.

The total costs were then compared t FOB Anchorage prices for the same
Items in the same quantities from the same vendors, the difference being the
differential. This prevents comparisons of Anchorage district purchasing
practices with those of small districts. In reality, the FOB Anchorage price
Trcm the vendors which supply most outlying districts ere nearly the same as
these secured from Anchorage vendors by the Anchorage district bid process.
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Equipment (510)

This market basket consisted of the most commonly purchased model and
brand of copier, projector, VCR and VCR camera. They were priced and
shipped from the most common vendors for each item via the most
common type of transportation used in each district. Freight and parcel post
rates were researched and applied to each piece of equipment according to Its
shipping weight. The total cost was then compared to the same items FOB

Anchorage from the same vendors.
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1. Personnel Differentials

Introduction

The basis for the personnel cost differential in each of the 53 Alaska public
school districts s the household cost of living as compared to Anchorage, the
base district. Actually 55 districts - the number in existence inFY 1988 -were
studied, but results are reported for the 53 districts which will exist for the
next budget ocle, FY 1990, when 3 districts merge into one. Virtually all of
the data used to calculate each school district’s household cost of living
differential are derived from the comprehensive 1985 Alaska Geographic
Differential Study by Hie McDowell Group for the State of Alaska
Department of Adninistration, Division of Labor Reladons.

The purpose of that study was to update the cost of living differentials (last
studied in 1972 previous to the 1985 study) paid to state employees
throughout Alaska and in Settle. The study was done by using the results of
two massive surveys to calculate the household cost of living in 19 Alaska
districts and Seattle. One was a survey of household consumption pattems
and expenditures in 2,478 households and the other a retail price survey
covering 2,106 autlets. These 19 Alaska districts were the districts used by the
State personnel system and are based on 1961 Alaska election district

boundaries.

The method selected for computing the cost of iiving In each of the 53 school
districtswas to disaggregate the data for the original 19 districts into data for
the 53 school districts. Then a differential was computed for each school
district.

Use of the Alaska Geographic Differential Study data base for calculating the
household cost of living in the 53 public school districts was studied
extensively in the planning stages of the Alaska School District Information
Base and Differential Study before a decision was made to proceed. Issues of
concern were limited sample sizes in small districts, the appropriateness of
using average household data for determining school personnel differettials,
the computer programming difficulty of disaggregating a massive data base
designed for 19 districts into 55 districts and potential aging problems of a
three-year-old data base.
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After studying these questions the McDowell Group then made the
recommendation to the Legislative Budget and Audit Committee that the
1985 data base could be disaggregated. In cases where datawas not available or
sample sizes presented problems, a system of proxy values could be
developed. Finally, the decision was made to use the 1985 data for the

following reasons:

1. Al districts had at least some household and/or price data available. The
household consumption survey included 91 communities and the retail price
survey was conducted in 54 communities.

2. The age of the data base presented minimal problems. Differences in cost of
living between Anchorage and other areas of Alaska tend to change little over
time. A review by the McDowel 1 Group of 30 years of Alaska differential
research revealed only moderate change over time in the relative difference
in household cost of living among Alaska locations. Absolute price leels of
individual items such as fuel or mortgage rates vary over time, but their
relative differences among Alaska locations tend to be fairly stable. For
example, ttisabout asmuch more expensive today as itwas 20 years ago to
Ine in Bethel compared to Anchorage.

One significant change over time isa lower Alaska cost of living when
compared to Sattle. The gap snarrowing. Another more moderate change is
the equalizing of living costs in most of urban Alaska. Today the cost of living
for most of Alaska"s population - Anchorage, Fairbanks, Juneau, MatSu,

Kenai Peninsula, Ketchikan and Sitka - is essentially the same, varying no
more than a couple of percentage points. This was shown in the 1985 study
and has since been erified repeatedly by several other studies including
those by the American Chamber of Commerce Research Association which
includes several Alaska crties in its nationwide cost of living sunveys.

3. Sample sizes for the household consumption survey are quite small iIn
some of the 53 districts. From 38 1o 300 households were surveyed in each of
the 19 districts in the 1985 study. Sub samples for several school districts were
less than 20. This affects the expenditure weights which represent how
households spend their budgets, but does not affect the accuracy of the price
data. The price data were not collected in a random sample. Instead, the
outlets surveyed were the three to eight (depending on community size)
where most people in each community did their shopping.

In cases where school district household expenditure weights varied
significantly those of from their original 1985 parent district weights, the
weights of the larger 1985 parent district household sample were used as

Proxies.
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4. Using average household data to measure cost of living for school district
personnel was suggested for several reasons. Airst, school personnel have a
wide variety of consumption pattems and lifestyles. Therefore, the diversity
of consumption pattems embodied In the community averages is considered
Tairly representative of the diversity of school personnel living pattems in
most areas of Alaska. Further, averages for the whole community or district
better reflects the cost of living than averages of a much smaller group, school
district employees.

Also, in virtually all cases where school personnel clearly earn significantly
more and cnoose to live and spend differently than the average household in
the district, school personnel are subsidized in the most important category -
housing. In many cases where housing is provided, school personnel pay less
for housing than does the average family in the district.

Firally, from a practical standpoint, a survey of school personnel living
pattems and costs in 53 districts would be a major research undertaking
beyond the scope of this study.

Table 11-1 isa summary of the results of disaggregating and reorganizing the
1985 data base into cost of living differentials for school districts.

Table 11
: f)lstrlct Personnel (Household Cost of Living) Differentials
(Anchorage costs » 100)

District Pnom

South Southeast Differential
outhern Southeas
Annette Islancs 101

f e Tt

101

Sgu&eagt Island* 8
Urban SEutheast

ec | an 102

Per?envg%ur %%

y 102

C Jt d Northern Southeast 163

en ret< an orthern Southeas 105

Cﬁatham 107

Hoonanh 103

Pelican* 103
Other Southeast

Samsvsa %02

Yaﬁgtaty 1%
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Tablg {I-1 conti
: f) stri tmuf’ rsonnel (Household Cost of Living) Differentials
(Anchorage costs mL00)
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Nom
Bermg Straits
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Administration. Division of Labor Relations.
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