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The Issue

The newly reauthorized Elementary and Secondary Education Act of 2001 requires that
all teachers must be highly qualified in the subjects they teach by the end of the 2005-
2006 school ycar. Howcver, highly qualified teachers arc in short supply, particularly in
schools that serve large concentrations of poor and minority students. Increasing
numbers of states and districts are turning to financial incentives as a strategy to attract
and retain good teachers. What do we know about the effectiveness of using financial
incentives as a policy remedy? Can more money overcome teacher reluctance to work in
hard-to-staff schools? Can we afford to pay the price? More importantly, can we afford
not to?

Popularity of financial incentives

Rapidly increasing student enrollments, high teacher turnover, class-size reduction
initiatives, an impending wave of teacher retirements, and fewer college graduates
clecting to become classroom teachers have converged to create record shortages of
public school teachers. This shortage is not expccted to abate anytime soon, and it has
sent states and local school districts scrambling to find sufficient numbers of teachers to

meet demand.

A good indicator of the severity of the problem is the sheer volume of legislative activity
initiated in the past few years to address teacher shortages. During the 2000 legislative
session alonc, legislators in 41 states introduced nearly 450 bills pertaining to tcacher
recruitment. '

Because low salaries are widely believed to be one of the chicf deterrents to becoming
and remaining a teacher, financial incentives have become an increasingly popular
teacher recruitment and retention strategy. During 2001, 60% of the nation’s governors
considered higher pay for teachers a top priority, and legislators in 28 statcs introduced
bills to raise teacher salaries.” So far, eleven states have passed legislation to increase
tecacher pay.3 In addition, states and districts are offering bonuses, housing subsidies,
tuition assistance, tax credits, and other monetary incentives in hopes of luring more
teachers to their ranks and keeping the ones they already have.

Though a growing number of states are using financial incentives to increase their total
numbers of teachers, relatively few incentives are expressly designed to channel teachers
to the schools where they are needed most.* Only a few states have developed
comprehensive incentive programs to help districts attract qualified teachers to high-
poverty, low-performing schools, despite ample evidence that these schools
disproportionately employ the most underprepared and inexperienced tcachers. Instead,
legislators have been more favorably inclined to implement across-the-board salary
increases to raise teacher salaries to the national average or to kecp pace with inflation.’
Although these approaches can help make teaching more competitive with other
occupations, across-the-board pay raises do not provide the targeted incentives needed to




entice sufficient numbers of well-prepared teachers to work in schools serving high
concentrations of poor children.’

Incentives are necessary because these schools continue to be the most difficult to staff,
and “the difficulty of thesc jobs is rarely reflected in the salaries offered to teachers who
fill them.” Schools with concentrated povel“[y have greater teacher and administrator
shortages, fewer applications for vacancices, higher absentc01sm among teachers and staff,
and higher rates of teacher and administrator turnover.® They employ disproportionately
more teachers who are unccrtiﬁed who are teaching out of ficld, and who arc new to the
school and to the professmn Schools with these characteristics are invariably low-
performing schools, and most teachers do not choose to work in them if they have other
options.

Teachers’ unions arguc that lack of support from administrators and poor working
conditions drive teachers from these schools. But the compensation system that
determines how teachers are paid is also partly to blame. The traditional tcacher salary
structure bases teacher compensation solely on experience and courscwork. Teacher pay
gencrally does not differ by more rigorous preparation, higher levels of knowledge and
skills, on-the-job performance, ability to teach high-demand subjects, or willingness fo
take on more difficult or challenging assignments. Teachers’ unions have traditionally
defended this salary structure as fair and objective, and they have opposed differential-
pay systems that would pay some tcachers more than others. But there are compelling
reasons why financial incentives are essential if we are to ensure that every school is
staffed by highly qualified teachers.

New requirements create greater sense of urgency

The newly reauthorized Elementary and Secondary Education Act (ESEA) has greatly
increased the pressure on school system leaders to correct staffing inequities in schools
that serve large concentrations of poor and minority children. ESEA 2001 requires that
all new teachers hired with federal Title I funds after the beginning of the 2002-2003
school year must be highly qualified in the subjects they are teaching. By the end of
2005-2006, all teachers must be highly qualified, regardless of funding source.
According to new guidance issued by the U.S. Department of Education, this requirement
applies to all public elementary and secondary school tcachers who teach core academic
subjects (English, readmg/language arts, mathematics, science, foreign languages, civics
and government, economics, arts, history, and geography). In order to meet the federal
definition of “highly qualified,” teachers must be fully certificd by the state in which they
arc teaching, hold at least a bachelor’s degree, and demonstrate subjcct matter
competence in cach of the core academic subjects that they teach. v

Furthermore, state departments of education are now required to collect information on
the distribution of less-than-fully qualified teachers throughout the state, and must submit
a plan outlining the steps they will take to ensure that poor and minority children are not
disproportionately assigned to inexperienced, uncertified, and out-of-field teachers.
Districts must notify the parents of children enrolled in Title I schools that they are




entitled to receive information about the qualifications of their child’s teacher, and
schools receiving Title I funds must notify parents if chlldrcn receive instruction for four
or more weeks from a teacher who is not highly qualified.'’

Tronically, these new requirements are scheduled to take effect just as state budget
shortfalls are prompting a number of states to eliminate or drastically scale back some of
their incentive programs. Last November, for example, Virginia moved to reduce cash
bonuses for accomplished teachers who achieve certification from the National Board for
Profcssional Teaching Standards.'? In January, the Massachusctts State Department of
Education announced plans to limit the number of teacher signing bonuses awarded thls
year to 50, a steep drop from the 120 bonuses that had been awarded in 2000 and 2001

In February, the California legislature repealed $98 million that had been allocated to
Teaching as a Priority grants — discretionary grants that districts had been using to
provide bonuses and other incentives to recruit and retain fully certified teachers in low-
performing schools." In June, Massachusetts suspended its Master Teachers bonus
program, eliminating the $5,000 annual bonuses that Natlonal Board Certified teachers
had been eligible to reccive for mentoring new teachers.'”

Some new federal funds are available through ESEA to help statcs and districts develop
potential solutions — including financial incentives — to attract teachers and principals to
hard-to-staff schools. Title II of the 2001 Elementary and Sccondary Education Act
authorizes the appropriation of $3.175 billion in fiscal year 2002 to help states and
districts prepare, train, and recruit high-quality teachers and principals. States can use
Title II funds for a varicty of purposes, including:

Developing, or assisting local educational agencies in developing, merit-
based performance systems, and strategies that provide differential and
bonus pay for teachers in high-need academic subjects such as reading,
matl1ernalt6ics, and science and teachers in high-poverty schools and
districts.

States that receive Title I1 grants must reserve 95 percent of the funds to make subgrants
to local school districts, which can then be used in a number of different ways. Two of
the approved purposes listed under Title II, Part A, Subpart 2, Section 2123 of the Act

are:

Developing and implcmenting initiatives to assist in recruiting highly
qualified teachers (particularly initiatives that have proven effcctive in
retaining highly qualified teachers), and hiring highly qualified teachers,
who will be assigned teaching positions within their fields, including —
(A) providing scholarships, signing bonuses, or other financial incentives,
such as differential pay, for teachers to teach —
(i) in academic subjects in which there exists a shortage of highly
qualificd teachers within a school or within the local educational
agency; and




(i1) in schools in which there exists a shortage of highly qualified
tecachers.

Developing and implementing initiatives to promote retention of highly
qualified teachers and principals, particularly within elementary schools
and secondary schools with a high percentage of low-achieving students,
including programs that provide —

(C) incentives, including financial incentives, to retain teachers who have
a record of success in helping low-achieving students improve their
academic achievement; or

(D) incentives, including financial incentives, to principals who have a
record of improving the academic achievement of all students, but
particularly students from economically disadvantaged families,
students from racial and ethnic minority groups, and students with
disabilities.'”

It is important to note that states and districts that choose to use Title Il monies in these
ways must link the financial rewards for teachers and principals to improved student
achievement, according to new guidance issucd by the U.S. Department of Education:

Because the purpose of Title I1, Part A is to increase student academic
achievement, programs that provide teachers and principals with merit
pay, pay differential, and/or monetary bonuses should be linked to
measurable increases in student academic achicvement produced by the
cfforts of the teacher or principal. 8

In order to design and implement financial incentives that will be most effective, school
system leaders need answers to the following questions:

e What do we know about the effectiveness of using financial incentives as a policy
remedy, and under what conditions are they most likely to work?

e What are the economic arguments in support of differential pay, and why have
teachers’ unions traditionally opposed it?

e How does teacher pay affect teacher mobility?

e Is morc money likely to overcome teacher reluctance to work in hard-to-staff
schools?

e What kinds of financial incentives are states, school districts, businesses, and the
federal government currently offering to attract and retain teachers, especially in
high-poverty, low-performing schools?

e What can we learn from incentive programs that have alrcady been implemented?

How money matters

One of the reasons policymakers have been somewhat cautious about creating financial
incentives targeted specifically to hard- to staff schools is that they are not sure how
cffective differentiated-pay systems are.'” Because most incentive programs are fairly




new and limited data are available to gauge their effectiveness, this strategy is largely
untested. Moreover, some arguc, it is not clear whether teachers will respond in
predictable ways to monetary incentives because good teachers arc drawn to the
profession by teaching’s intrinsic rewards — in other words, “the best teachers aren’t in it
for the money.”20

Yet money clearly matters. Hirsch (2001) notes that “state and regional studics aimed at
supply and demand and teacher salaries suggest that teachers will cross local district and
state lines for jobs and better salaries.”?! Oklahoma school districts, for example, lost
approximately 1,000 teachers during the summer of 1999. According to the state
department of education, the primary reason for lcaving was to pursue higher pay. The
majority of those who remained in tcaching moved to Texas, where salaries were as
much as $6,000 higher. To keep out-of-state recruiters from poaching their teachers,
Oklahoma legislators raised tcacher salaries $3,000 the following year.”

The relationship between salary and teacher supply may seem puzzling because so many
of the results scem inherently contradictory. Salary plays a major role in teacher
migration decisions, yet it is not the primary reason teachers enter the profession, nor 18 it
the only reason that teachers leave the profession or switch schools. Hanushek, Kain, and
Rivkin (2001), for example, found that higher salaries reduced the likclihood that
teachers in Texas would leave their district, yet teacher mobility was much more strongly
related to characteristics of the students than to salary. In Tennessee, teachers who had
switched school districts were asked to identify the most influential factor affecting their
decision to change jobs. Salary was ranked as the number onc reason by the highest
percentage of respondents (22%), but the vast majority of job changers (79%) said that
some other factor was a greater influence on their decision than salary.23

How money matters becomes much clearer if salary is viewed as just one of many factors
that employees weigh when assessing the rclative attractiveness of any particular job,
such as opportunities for advancement, difficulty of the job, physical working conditions,
length of commute, flexibility of working hours, and demands on personal time. Salary
matters less when other characteristics of the workplace are personally or professionally
satisfying. When they are not satisfying or the work itself is significantly more
demanding, salary matters more, and can be the tipping point that determines whether
teachers stay or lcave. Adjusting salaries upward can compensate for less appealing
aspects of jobs; conversely, improving the relative attractiveness of jobs can compensate
for lower salarics.

Viewed in this way, it becomes clear that teachers do respond in predictable ways to
monctary incentives. Results of a 2000 Public Agenda survey of beginning teachers lend
support to this theory — by very high margins, new teachers “want to work in schools
with involved parents, well-behaved students, smaller classes and supportive
administrators, and most would even pass up significantly higher salaries in favor of
working conditions that offer these.”**




Evidence that money matters more when the job is more challenging comes from studies
of staffing patterns in California and Texas school districts. Nearly half of California
tcachers surveyed by SRI in 2001 named pay scale and benefits as the most, second most,
or third most important reason they chose the district where they work. Teachers in high-
poverty, high-minority districts named pay and benefits as an important reason more
often than others.”

Kirby, Naftel, and Berends (1999) found that minority teachers in Texas were especially
sensitive to pay and working conditions, particularly those who worked in high-risk
school districts where 60% or more of the students were economically disadvantaged.
“This is not surprising,” said the researchers, “given that they arc working under what are
likely to be rather difficult and underresourced conditions.””® Recruiting and retaining
minority teachers is a critical and urgent issue in Texas, they argue, because they
disproportionately make up the teaching force in high-risk districts, which already face
the most challenges and the most severe staff shortages.

Kirby et al. found that increases in pay significantly lower teacher attrition, especially
among black and Hispanic teachers. A $1,000 increase in beginning teacher salarics
would reduce attrition by an estimated 2.9% overall, and by 5 - 6% among minority '
teachers. In high-risk districts, a $1,000 increase in pay would reduce teacher attrition by
an estimated 6.2%, compared to 1.6% in medium-risk districts and 1% in low-risk
districts. When the researchers examined the trade-offs among scveral variables in terms
of their effect on attrition (salary, student/teacher ratios, instructional expenditures,
percentage administrative staff, percentage support staff) they found that increasing
salary and lowering student/teacher ratios would have the greatest effect on teacher
attrition, particularly in high-risk districts.

Weighing these two policy options, Kirby et al. sided in favor of monetary incentives:

Lowering student/teacher ratios can be very expensive and difficult to
push through the bureaucracy. Such a move can often lead to unintended
consequences — witness the big increase in number of uncertified teachers
in California following a mandated class-size reduction, as districts
scrambled to hire more teachers to comply with that mandate... Increasing
teacher pay seems to hold the most promise in reducing teacher attrition,
at least in terms of these results. This suggests that raising beginning
teacher salaries in high-risk districts by offering signing bonuscs to fully
certified teachers and starting tcachers who agree to tcach in these districts
on a higher step of the salary scale may well have an important payoff in
both recruiting and retention of minority teachers.”’

Equity arguments for financial incentives

Most teachers and principals do not voluntarily sign up for the toughest assignments in
the poorest communities.”® Sixty-nine percent of teachers in North Carolina, 53% of
administrators, and 57% of teacher assistants polled in March 2000 said that if given the
opportunity, they would not volunteer to work in a low-performing school.?’ In New




York City (where approximately 11,000 teachers, or 14% of the total, are uncertified),
Schools Chancellor Harold Levy estimates that more than 2,000 certified teachers turned
down job offers last year because they did not want to be assigned to one of the city’s 99
lowest-performing schools.’® Because the board of education is under court order to staff
these schools with certified teachers first, recruiters have actually turned away certified
teachers from schools with vacancies because they were not considered failing schools.
Onc exasperated teacher who said that she would never work in a failing school argued,

“You have to be a combination of a social worker and Mother Teresa to
work in those schools. Those kids deserve a decent education, but we as
tcachers deserve a decent work atmosphere. We deserve to be safe. |
worked so hard to get my license, I did all this schooling, and the last
thing I heard, America was a country of free choice.”"

Some New York tcachers arc going so far as to delay taking required state certification
examinations and complcting applications for teaching credentials to avoid any
possibility of being assigned to onc of these schools — somctimes upon the advice of
school administrators. According to one principal in Queens, “The smarter people are
not getting certified so they don’t have to be sentenced to a SURR [Schools Under '
Registration Review] school.”*?

When teachers do end up in hard-to-staff, low-performing schools, they do not tend to
stay in them very long. Some leave the teaching profession altogether. Some move to
other school districts. And some transfer to other schools within the district, since union
contracts frequently include seniority clauses that permit teachers to choose their teaching
assignments as they move up the ranks. But there is a consistent and deeply disturbing
pattern to the flow of teachers between schools. Recent studies conducted in
Philadelphia, California, Texas, and New York show that teachers systematically move
away from schools with low levels of achicvement and high concentrations of poor and
minority children.

In Philadelphia, for cxample, one-third of the jobs held by teachers in the public schools
turned over between 1996 and 1999.*® Teachers who moved didn’t necessarily leave
Philadelphia; migration to other schools within the district accounted for nearly half of all
job changes. But when teachers did move, they tended to move to “more desirable”
schools within the city (those with higher test scores, lower poverty rates, and fewer
minority students).

Carroll, Reichardt, and Guarino (2000) examined teacher attrition and retention patterns
in roughly 70% of California school districts over a threc-year period. * They found that
the odds that a teacher in California would exit a school district were positively related to
the percentage of black students in the teacher’s school. The relationship was significant
for all teachers combined, for teachers in four out of five separate grade-level groups
examined, and in both transition years included in the data (1994 to 1995, and 1995 to

1996).







