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Brian Mondragón Jones: Welcome to the Applied Economic Perspectives and Policy 

podcast, a production of Oxford Journals and the Agricultural & Applied Economics 

Association. Today’s podcast features a discussion between Spiro Stefanou and Lori 

Taylor about an article in an upcoming issue of AEPP. If you are interested in reading the 

article or learning more about AEPP visit aepp.oxfordjournals.org. 

Spiro Stefanou:  Welcome to the Applied Economics Perspectives of Policy Podcast 

Series.  I am Spiro Stefanou, Managing Editor of the Journal and Professor of Agricultural 

Economics at Penn State University.  Today we will focus on the recent featured article, 

"Efficiency in Education, Research and Implications," co-authored by Shawna Grosskopf, 

Professor Emeriti of Economics at Oregon State University; Kathy Hayes, Professor of 

Economics at Southern Methodist University; and Lori Taylor, Associate Professor at the 

Bush School of Government & Public Service at Texas A&M University.  I am pleased to 

have Lori Taylor with us today.  Lori, welcome to our podcast. 

Lori Taylor:  Thank you.  I’m very pleased to be here. 

Spiro Stefanou:  This is an extremely interesting article that explores some of the policy 

issues related to providing primary and secondary public education in the US and the 

challenges of measuring how well we are doing in providing this important public service.  

In addition to trying to make sense of the findings to date, you also engage in a case 

study of the Texas school system.  Today we hope you can bring some clarity to the 

important policy challenges related to the public sector providing educational services.  So 

when it comes to public education in the US, decentralization is the key feature of the 

school finance system.  When discussing efficiency in education, there are advocates 

suggesting that consolidation should be the rule of the day.  What insights does your 

investigation offer us? 

Lori Taylor:  Well, thank you.  Decentralization is definitely the defining feature of a 

school's educational provision in the United States.  The city of Houston, for example, has 

more than 70 school districts that operate as independent education agencies in the state 

so that there are a number of choices for parents.  On the other hand, the city of Miami 

has a single local education agency, which is the primary choice available to folks in the 

city of Miami.  So there's a potential variation from one part of the nation to the next and a 

lot of diffusion of responsibility for the schools.  In terms of educational efficiency, this 

creates an opportunity to really be able to identify the influence of variations in policy and 
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variations in economies of scale, variations in performance from one provider to the next.  

And a few things we found that really stand out is that, one, there are enormous 

economies of scale in education.  Very small school districts are costly to operate on a 

per-pupil basis. Every researcher that's ever looked at the question has come away with 

analysis telling us that small school districts are costly to operate.  And that's what 

supports this idea that some consolidation might be a desirable thing to occur in the 

provision of education.  The problems you run into with pushing that argument too far, 

however, are that some of the small school districts are small by necessity in the sense 

that they represent large geographic areas which just happen to have very low population 

density and very few kids.  You can't put the children on a bus for five or six hours in order 

to be able to get to an efficiently sized school district, so you are inevitably, by the nature 

of the dispersion of the population, going to wind up with a number of small schools.  And 

so the efficiency analysis does not suggest that you want to consolidate away these very 

small rural school districts because the geography won't let you. 

Spiro Stefanou:  So when it comes to measuring how well we are educating children in 

our schools, one of the first vexing challenges is what is output and how do we measure 

it.  Is assessing performance about being effective or about being efficient? 

Lori Taylor:  I think it's about both.  I think it's an essential that a school district be 

effective in its performance, but I'm going to disagree with some of the general knowledge 

about what it means to be effective.  And then it's also crucially important is that a school 

district be efficient.  We need that to be able to get as much possible bang for our 

educational buck.  And the problem that we frequently run into is if we're satisfied only 

with effectiveness, we wind up falling short of our potential and shortchanging children in 

the process.  So the problem you run into in looking at effectiveness of schools is that 

many people want to take the approach that schools are effective when students perform 

well on standardized tests, and that's a problematic notion of effectiveness.  First of all, 

standardized tests can't possibly capture all the things that we hope our schools to 

produce, so it's an incomplete measure of school output.  But it's also a biased measure 

of school output because we know that some schools with highly advantaged student 

bodies are going to perform well on standardized tests even if the schools themselves 

had contributed little to the student knowledge.  Students who are advantaged tend to do 

well.  Students who are disadvantaged tend to do poorly.  A school that's been able to 

make enormous progress with disadvantaged kids is much more impressive than a 

school where highly advantaged kids are in a holding pattern.  You have to be able to look 

not simply at levels of performance, but at changes in student performance.  And one of 

the really interesting things that we've done in this paper is to illustrate that our 

conclusions about the relative efficiency of school districts change when you start thinking 

about value added by the school rather than simply the levels of student performance. 
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Spiro Stefanou:  The 800-pound gorilla in the room is No Child Left Behind and how well 

students are performing.  Love it or hate it, it's the law of the land. Because public 

education in the US is so decentralized, many people are concerned about the inequities 

in the system.  Efficiency analysis is frequently used in the courtroom to argue for these 

changes in the school finance policy, and you talk about this a bit in your paper.  Is this an 

appropriate use of the analysis? 

Lori Taylor:  I think that it is an appropriate use of the analysis if it's used cautiously.  

One of the things we demonstrate in our paper is that different plausible assumptions 

about how to approach the problem can lead to somewhat different answers and that, 

therefore, it's very important that the researcher be very transparent in what they're doing 

with the analysis, that they demonstrate the sensitivity of their work to equally plausible 

alternative assumptions about what's going on— especially in the context of litigation or 

school finance reform where we're talking about potentially billions of dollars.  You just 

don't want to be spending that kind of money on the basis of one potentially fragile study. 

And one of the essential elements of any of these studies is for the research to 

demonstrate that the basic conclusions of the science do not change if there are modest 

changes in the underlying assumptions, because if the conclusions analysis is sensitive to 

the assumptions, then the researcher is playing too dominant a role in the analysis. 

Spiro Stefanou:  Getting back to the No Child Left Behind, what is good about it from a 

public policy perspective? 

Lori Taylor:  I think that there are a number of things that are attractive about No Child 

Left Behind.  One of the first is that it led to an enormous explosion in the availability of 

information about what schools are doing and how well they are doing.  And we didn't 

have the kind of information that could allow us to compare the performance of low-

income kids to the performance of kids who are economically advantaged, and now we 

can.  One of the consequences of No Child Left Behind (although it has its obvious 

detractors) is that it has produced a lot of information that's allowing us to refine our 

analyses and get better understanding of what's going on within schools.  Another 

advantage of No Child Left Behind is it’s focused attention on differences in performance 

of sub-groups of students, and those differences in performance by sub-groups of 

students can be incredibly important for the equity of the system, for understanding 

whether particular student groups are being successfully served by various types of  

schools.  The disadvantages of No Child Left Behind are also numerous.  The idea of 

adequate yearly progress is a painfully flawed measure of school success.  It's comparing 

the performance of this year's fifth graders to the performance of last year's fifth 

graders—which was a completely different batch of kids— and asking the school districts 

to make improvements from one year to the next, and then attributing those 

improvements to changes in the effectiveness of the school and not to simple 
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demographic changes in the characteristics of the kids.  And so with adequate yearly 

progress as the metric, we put ourselves on a glide path to try to produce enough 

progress each year to get to 100-percent passing on a standardized test, and that is an 

attractive goal but not necessarily a practical one.  It's had the unintended consequence 

of incentivizing states to dumb-down the test so that it's easier for the students in those 

states to pass….so it's easier to get to 100-percent passing.  It's also had the unattractive 

consequence of labeling a large fraction of our schools as failing to make adequate yearly 

progress and failing, in general. I think that that's a false impression of what's going on in 

the schools.  What's failing is the metrics, not the schools themselves. 

Spiro Stefanou:  How about from a school financing policy perspective?  How does No 

Child Left Behind fare?   

Lori Taylor:  Well, from a financing policy perspective, the good things about No Child 

Left Behind is that it has enhanced the transparency of the educational system.  It's now 

possible for parents and taxpayers to monitor what's going on in schools in ways that 

weren't possible before, and that transparency and increased information allows 

mechanisms like competition to work more effectively in the school system.  It wasn't 

really possible for two schools to compete effectively with one another if you had no 

information about which one was a good school and which one was a weak school, and 

so No Child Left Behind has improved the transparency of the system.  The negatives of 

No Child Left Behind are that it has tied the funding to indicators that are not particularly 

aligned with what we actually want schools to accomplish.  It's led to a dumbing-down of 

standardized testing in some states, such that we are getting high proficiency rates on 

relatively low minimum competency tests, and that that implies a lack of focus on higher-

end thinking and higher-order thinking.  It's also-- No Child Left Behind was deliberately 

designed to incentivize schools to perform better by threatening to withhold funding for 

compensatory education.  Federal funding for Title 1 (which is our compensatory 

education program) is at risk if a school is failing to make adequate yearly progress.  , 

That  started out as an incentive but has become essentially a punishment because it is 

so difficult for schools to continue to make progress towards perfection that more and 

more schools with some of the neediest kids are at risk of losing their federal money, and 

we've become a system largely based on waivers to the law.  I mean… I think that the 

essential characteristic of No Child Left Behind these days is that the waivers are 

becoming the rule rather than the exception. 

Spiro Stefanou:  Lori, this has been an extremely interesting chat.  We want to thank you 

for taking time out to visit with us today, and good luck in your research on this very 

important policy issue. 
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Lori Taylor:  Thank you very much.  Enjoyed it. 

Brian Mondragón Jones: The article discussed today, "Efficiency in Education, 

Research and Implications," which was co-authored by Shawna Grosskopf, Oregon State 

University; Kathy Hayes, Southern Methodist University; and Lori Taylor, at the Bush 

School of Government & Public Service at Texas A&M University can be found in Volume 

36, Issue 2 of AEPP. If you have any feedback or follow-up questions, please send an 

email to podcasts@oxfordjournals.org.  

If you are interested in learning more about AEPP or signing up for free AEPP content 

alerts, visit aepp.oxfordjournals.org.   

For more information about the Agricultural & Applied Economics Association, visit 

aaea.org.  

The music featured in today’s episode is the song “Forward” by Northbound. You can find 

it online at freemusicarchive.org. Thanks for listening. 
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