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CHAPTER 1: BACKGROUND OF THE STUDY

The idea that people will respond to monetary incentives is hardly strange
to American society. On the contrary: It is at the heart of the nation's
economy and is believed to be the fundamental principle of private enterprise

and the free market, the connecting link between the consumer's desires and

the producer's actions, between the producer's needs and the worker's behavior.
Performance contracting represents the application of this idea to an institution
that has generally been regarded as lying outside of private enterprise and the
free market —— namely, the public school system. This study is an effort to

’ I

assay the results of this application and,(in the light of those results, to

re—examine the premises upon which it is based.

Intrinsic and extrinsic features of performance contracting

A performance contract ié essentially a formal agreement between a school
district and some other organization, in which the orgaﬁization undertakes to
provide instructional materials and/or services to students, and the district
promises to pay the organization a fee which is to depend upon the measured
amohnt of learning acquired by those students during the contract period. While
school districts haﬁe, of course, 1ong’entered into contracts for instructional
materials and services with individuals and organizations, these have usually
been ''contracts for best efforts" (Mecklenburger, 1972), in which a'distgict
engages a teacher, for example, on the presumption that he will do his best to

teach a group of students, in return for which the district pays him a fixed

1 .
This section draws heavily on Feldmesser [1972a].

ERIC 8 |

JAuText provided by ERIC : RS




salary, determined iﬁ advance and thus necessarily independent of how much the
students may learn. Similar arrangements have been made with textbook
publishers and the suppliers of other materials. By contrast, a performance
contract is a "contract for results" (Stucker and Hall, 1971). The unique
provision in such a contract is that the payment for services or materials is
set so as to vary with the learning outcomes; the magnitude nf the payment must
. therefore be determined when the instruction has been completed rather than

before it begins.

The contention of the advocates of performance contracting is that it can
improve instruction and in other ways make the public schools more effective
and efficient than they are now. Two basic assumptions underlie this
contention: (1) that fhe primary criterion of success in teaching should be
the amount of learning it induces £ or, in the language that is often used,
how much learning is "produced"; and (2) that, in teaching as in other activities,
monetary rewards scaled according to the amount of production are a valid device
for motivating people to maximize their production. It is undoubtedly "this
no-nonsense insistence on results" (Mecklenburger, 1972) that made performance

£

contracting so appealing.

It follows from what has been said that the hearﬁ of a performance contract
is its "payment schedule." 1In this schedule, the amounts of learning which
might occur among students during the contract period are listed, typically in
terms of grade—equivalent score gains, ana attached to each gain is the fee to

be paid for each student who achieves it. Sometimes a minimum gain is specified

below which no payment will be made. This is called the 'guarantee" level, and

9
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in a contract running for one year (the duration of most contracts), it is .
usually a gain of one year in grade-equivalent scores. A base payment -—

for example, $50 -- may be made for‘each student who reaches the guarantee

level, and premiums are paid for additional géins —-— for examplé, $20 for each
month beyond a year.2 Because of the consequent need to measure amounts of
learning gain with a high degree of precision and objectivity, nearly all
performance contracts have beén limited to instruction in reading and mathematics,
where the methods of measurement enjoy widest acceptance.

L T The same schedule of
incentive payments may be used for each subject to be taught under the contract,
or different schedules may be applied to different subjects. A maximum total
payment is also stated, so that the district‘can be certain that its contract
obligations will not exceed available funds.

A number of other features have come to be so commonly associated with
performance contracting that, although they are not intrinsic to it in the way
the paymentrschedule is, the concept cannot be discussed without reference to
them. The most important such features afe the following:

1. The organization offering the instructional services or materials,

which we shall call the "instructional contractor,'" is usually a private

2Undue importance should not be attributed to the guarantee level. The very
notion of a guarantee in educztion has been attacked on the ground that learning
is affected by a great number of forces, including many that are not understood

or even known and some that are not under the control of either teacher or learner,
and therefore no one can provide an "absolute assurance' that a particular student
will achieve a given amount of learning in a given period of time. But the
guarantee in a performance contract is not an "abgolute' one; it is a conditional
one, which says that if a certain learning gain is not achieved, then no money
will be paid. On the other hand, the stated guarantee in some performance
contracts is quite arbitrary; an equal amount of money is paid for each month of
gain, and though a number of months may be designated as the guarantee level,

the designation has no practical effect. In other cases, the guarantee level
merely marks a threshold; payments are made for months of gain below it, but

they are smaller than the payments for months of gain above it.
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profit-seeking firm. Most instructional contractors either have been divisions
or subsidiaries of large private corporations, often those which had previously

been selling instructional materials under fixed-price contracts; or they have

been private, relatively small companies established more or less specifically

to take advantage of performance-contracting opportunities. Many of these
contractors, however, employ the district's teachers as their instructors (they

may even be required to do so by the contract). In principle, a local group of

teachers may itself enter into a performance contract with its school board,

and there have been several instances of that.

9. Private firms bidding for performance contracts often claim to have a

"systems-engineered" approach to education, a total "package" of interrelated
elements that may include diagnostic tests, hardware and software, books and
worksheets, a record-keeping procedure, a strategy for the training and
deployment of teachers and teachers' aides, the refurbishing of classrooms
(which may be given a distinctive name, Such as '""learning centers'), etc. It

is this "systems approach" which is often regarded as one of the main advantages
that the private firm has over the ordinary teacher. In keeping yith the usage
in most schools, and in recognition of the facts that the Ugystem" is not always
complete or fully integrated and that not all contractors claim to have one, we
will use the term "'program' to refer to the contractor's approach to instruction.
It shOuld be emphasized that the performance contract is an administrative
arrangement, and no particular program or type of program is inherent in it; and
that a given contractor's program may vary in the different schools in which it

is utilized. Indeed, since the performance contract is a contract for results,

11
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it implies that the instructional contractor ought to be free to use whatever
techniques he deems effective in the situation and even to change them as he
‘goes along.

3., Apparently because it Seems like a natural corollary of the
perfprmance—cont;gcting rationale, instructional contractors may offer tangiblé
rewards to teachers and/or students in accordanceawith learning outcomes. For
teachers, the rewards may be cash, or stock in the company; for students, they

are usually commodities (ranging from pencils and paper tO transistor radios or

even more expensive items), free ﬁime to engage in activities of Lheir own

choice, admissions to outings or entertainments, or points or tokens redeemable

in one of those or a wide variety of other forms. Because these practices do
reflect the basic principles of performance contracting, some critics (Shanker, 1971)
have identified theﬁ with performance contracting proper. Actuaily, a performance
contract does not at all require the use of teacher or student rewards, and
conversely such rewards can be used outside of performance contracting. In any

case, it should be clear that the incentive principle of the performance contract

is applied to the instructional contractor, who may or may not extend it to

teachers or students.

4. Most performance contracts have involved the teaching of "disadvantaged"
students. It is for these students, many of whom are members of minority groups,
that educational innovations have seemed most urgent, in view of the widespread
failure to bring their learning up to "grade level." Again, however, there is
no reason why performance contracting could not be used with middle-class
students, and it sometimes has been.

5. Along with the performance contract itself, auxiliary contracts are

almost always signed with an evaluator, frequently with a management support

B l{[lc | . 12
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group (MSG), and sometimes with a so-called "auditor." The evaluator is

responsible for measurement of the learning gaigs on which the in;tructionél »

‘cqntractof's payments are based and may also ¢;rry out studies of other effects

of the performance—coﬁtrattiﬁg project.3 The MSG helps the district administggtion
and the agency sponsoring the project to deai with the unfamiliar intricacies
of'the—pgrformance.gontract, to identify potential bidders and assist in

N sele&ting the final contractor, to provide liaison between‘the district

administration and the contractor, and to aid in the determination of pfoject

costs. The auditor verifies the work of the evaluator, in the manner of a

fiscal auditor, and may also advise the district administration on proper
evaluation procedures; but the distinctioﬁ between evaluation and auditing is
fuzzy, and;where the district has sufficient confidence in the evaluationragency,
it may dispense with the auditor. It could also dispense with the MSG, and it
céﬁid dbndpct the evaluation itself. The MSG, and particularly the evaluatof
and the auditor; are more likely than the instructional contractor to be

!
non-profit-seeking dompaniés, because it is important that their reports be

-
perceived as disinterested by all parties and by the community at large.

6. Most contracts réquife that, if the instructional company's program

proves successful, the company, the MSG, or both, will help the district's

. 3
£y

315 the literature of educational research, "evaluation" usually refers to
a broad study of the effects of a program or policy. In the literature of
performance contracting, however, -and usually in the contracts themselves,
the term has been used to refer.to the'narrower function of measuring
learning gains, and we shall follow that usage here. ’

-

i3
i/ - . ?
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professional staff incorporate it into the routine operations of the school
system, under a contract for consultation that would no longer call for
. . o . - b . .
incentive payments. , This provision, called "turnkeying," evidently arises

out of the reluctance of school districts —- perhaps even their legal

disability -- to be dependent on a private company on a more OT less permanent

. basis. Since such dependence probably would cause serious difficulties (for

example, in teachers' morale, if nothing else), turnkeying comes closer to
being a necessary part of performance contrécting than any of the other
inérinsic‘features. But of course a school or district always has the option
of abandoning rather than asopting a company's program when the contract has

v

been completed.

Procedures of the study

This is a report of a study of performance contracting that was made in
1974-75. A great many studies of it have been made before, and an even larger

number of books and articles have been written about it. We have reviewed

“this body of literature, and while a comprehensive and systematic report on its

. . . 5. .
content was not among the purposes of the present investigation, 1t will be

helpful to point out the respects in which our Study.differs from its predecessors:

4The term was adopted from the housing-construction industry, where it referred
to an arrangement whereby public hqusing was built: by a private contractor, who
carried out all the planning, site-acquisition,; construction, etc., so that the
authorizing public agency had only to "turn the key" in the door to make the
housing available. ’

5In our judgment, the most important works have been Lessinger (1970);
Carpenter and others (1971); Sigel and Sobel (1971); Stucker and Hall (1971);
Batteiie Columbus Laboratories (1972); Blaschke {1572); Office of Economic
Opportunity (1972a, 1972b); Comptroller General of the United States (1973);
Carpenter-Huffman and others (1974); and Gramlich and Koshel (1975).

11




1. It is based on the most comprehensive body of data that has yet been
! v ‘
gathered on the subject, including information on the currently operating
state—sﬁpported performance contfacts in California and Michigaﬁ, which have
not been discussed in the literature before (see below for further details
on the data sources and on the California and Michigan programs) .

2. It is focused specifically on the role of monetary incentives in
bringing about improvements in student learning and educational change generally.
Conversely, it is relatively unconcerned with the particular instructional

programs that have been implemented under performance contracts. As we have

indicated above, any kind of program can be introduced through the medium of

a performance contract (and, as the concept of turnkeying implies, it can be
retained without the support of a performance cohtract). Sometimes, indeed,
no new program has been introduced at all, but the payment schedule of a ‘
performance contract has‘merely been utilized as an incentive for enhancing
the effectiveness of a program already in use. We were interested in finding
out how much difference the incentives have made rather than how much
difference tﬁg programs have made, although of course the two cannot be
treated entirely independently of each other.

3. Since most studies so far have dealt with privatély contracted
projects, we made a special effort to collect information about teacher-contracted
projects, in order to see whether there were any distinctive conditions or
-cqnseqﬁences associatedwith them and particularly whether the incentives worked
in different ways.

4. It is more concerned than many other studies have been (or could be)

with the long-run effects of performance contracting and less so with the

results a contract may show at the end of a year.

‘El{fC‘ A £
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The most important source of data for the study was a series of
interviews conducted in ten school districts which have had performance
contracts, and at three stéﬁe departments of education. 1In the selection of

school tricts for site visits, major consideration was given to four

criteria:{ (1) Sites in California and Michigan were to be given priority,

- .

because the state-supported contracts there had not been extensively studied

before. Also, these were the only two states where performance contracts were
. J

in effect in 1974-75, and we were interested in learning whether current
contracting operations differed from those ofbthe past. (2) Districts that
had contraéts with teachers' groups were to be preferred over those that had
contracted with private firms, for the reason given above. (3) Districts
that had been included in the earlief case studies qf pefformance contractiné
conducted by the Rand Co:poration (Carpenter and others, 1971; Carpenter-
Huffman and others, 1974) were‘to be preferred over those that had not, in

.

. = . .

order that we might be able fo examine the effects of contracting at several
LA

points over a fairly long period of ‘time in the same district. (4) Some

@ X

degree of geographical clustering waE}to be sought so as to economize on time
and travel costs. Table 1.1 shows the ten districts chosen for site visits.
In each school district, we interviewed, wherever possible, the
superintendent of schools, others on the district administration staff who
~had been involved in the performance-contract project, the performance-contract
project director, the principal and severél teachefs at one or more schools
that had participated in the préject, the head of the local teachers'

organization, and the evaluator. The average number of people interviewed

at the sites was eight, and the average interview lasted for about one hour

ERIC | h . | i
P ] Ny T |
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. “s Table 1. 1. Districts Visited for the Study
Districts in which
the instructional contractor was a:
Sponsoring agency Private firm Teachers' group
‘California ’ | Woodland
Michigan Detroit Grand Rapids®
Inkster Menominee
Office of Economic Opportunitya Grand Rapids, MIb’c Mesa, AZ
Hartford, CT Stockton, CA
b
Other Gary, IN
Grand Rapids, MIb’é
b
Norfolk, VA

a . . ’ ,
For explanation of OEO experiment in performance contracting, see text below.

bIncluded in %and studies.

CGrand Rapids has had several differént performance contracts; see Chapter 2.




- 11 -

s

(teachers were often interviewed in a g;oup). The interviews were done in
open~ended fashion, following a loose guide that helped ensure coverage of the
. areas of interest. We also gathered at each site such décumentation on the
performance-contract project as may have been available. At the three state
departments of education -- in California, Michigan, and Virginia -— we
intervieved departmental staff members who had special respoﬁsibilit; for

performance contracts in their state, and we gathered additional documents.

Finally, we conducted phone interviews with one representative each of three

private firms that had engaged in performance contracting.

The other méjor source of data was a questionnaire sent to the superintendent,
or a person designated by the supefintendent, in 79 districts which a search of the
literature (supplemented by phone inquiries to 47 state departments of education)
indicated were all the districts that might ever have had performance contracts,
beside the ten that had been selected for site visits. Fourteen of the
superintendents responded that their districts had in fact never had performance
contracts.6 Of the rest, we received completed questionnaires from 42 districts;
seven informpd us that they were unable to complete the questionhaire'because
of lack of time or personnel, and 16 did not respond at all despite follow-up
postcards and phone calls. The questionnaire, pretested by phone in three
districts (which are included in the count of respondents), attempted to cover,
mostly with check-list or closed-ended questions, the same éreas of intefest
that were covered in the interviews. A copy of the questionnaire is gi&en in

Appendix A of this report.

_ 6The resulting total of 75 districts ever having had performance contracts may
seem sUrprisingly small to an informed reader, but we are quite sure that it does
not overlook more than eight or ten districts. For further discussion, see
below, pp. 14-18. '

ERC 18
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A brief history of performance contracting

AlEhOugh the details of many performance-contracting ventures have been
abundantly presented in the works cited above (éee footnote 5; also Wilson, 1973),
a skénch of the oyerall course of this mode of educational organization willv
be helpful in understanding the discussion in.the remainder of this report.

Our brief hisfory is based both upon existing sources and'upon_data gathered
in this study.

The first performance contract to excite national attention -- it was,

indeed, the springboard for all the subsequent contracts -- was the one in

. Texarkana, Arkansas, and Liberty-Eylau, Texas.7 These school districts,

which serve different parts of the same border town, entered into a joint
contract with a private profit-seeking firm, Dorsett Educational Systems, for
the provision of special instruction in reading and mathematics to 220 (later
innreased to 350) low-achieving students in grades 7-12 during the l9§9—70
school year.- The nominal‘purpose of the prdjectvwas to reduce the dropout

rate in the districts, and &t was therefore funded under Tiﬁle VIII of the

Elementary and Secondary Education Act. But the unique clause in the contract

was the payment schedule: Dorsett would be paid $80 for each student bbtaining

one grade-equivalent year of gain in 80 hours of instruction, with smaller

amounts 1f more hours were required and larger amounts if fewer hours were required.

7The best account of this project is Carpenter and others (1971, part 3), and ours
draws heavily on it.

-

'8This type of payment schedule has not been used since, because it allows the

contractor to benefit from the chance occurrence of high scores with'
repeated administrations of the exit test.

£
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This clause was apparently suggested by Charles Blaschke, head of the recently
“founded Education Turnkey Systems, which‘became the MSG for the project and
went on td'play a major role in many other performance-contract projects. It
was the incentive provision in the contract that attracted so much attention

“ to the project; especially when, midway through the year, reports began to

appear that thec students were making remarkable gains. The fact that Dorsett

offered students éangible rewards —— typified by Green Stamps -- for learning
improvements also aroused interest, not to say controversy.

"Wheq the final report on the project was published by the evaluator, the
Region VIII Educational Service Center, a publicly supported agency in
'Magnolia, Arkansas, it asserted that.a substantial portion of the student
gains were spurious, because Dorsett, as part of its instructional program,
had taﬁght students the answers to many of the items on the exit test —-— so
many that the tests were rendered unreliable for payment purposes. Dorsett
admitted the éﬁarge in part but denied that the action had invalidated the

results; litigation over settlement of the contract obligations lasted several

years. Thus, this first major application of performance contracting ended

under a cloud.

9During the same year, 1969-70, there were six different performance contracts

in Portland, Oregon. They involved three private firms, two groups of teachers,
and one individual teacher; five groups of students from grades 4 through 8; and
a wide variety of incentive provisions, including one in which a teacher staked
her entire summer salary on the reading gains of her students. Most of the
contracts were for the summer session only, and none lasted for the entire year,
which may help explain why they never received national attention. Nevertheless,
all of the projects were judged successful by the participating teachers (the
district did its own evaluation,. and there were no charges of teaching test items),
and plans were made for expanded use of performance contracting, but they were
abandoned in the aftermath of Texarkana (Holmes, 1972).

)
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Meanwhile, howevér, staff members of the federal Ofﬁice of Economic
Opportunity had become intrigued by the notihn of performance contracping. It
seemed to offer a way of overcoming the educational deficiencies of the
disadvantaged, @hich were beiieved to be a prime cause of enduring poverty, and
to do so,in a way which was consistent with the national administration's
emphasis on the virtues of private enterprise.‘ Before the embarrassing scandal
had erupted in Texarkana, OEO had determined to mount a large-scale "experiment"
in performance contracting during the 1970-71 school year, which was designed
to be a rigorous, systematic test of the concept. Six private profit-seeking
firms were selected, each of which was to enter into a performance contract
with three school districts, covering iﬁstruction in reading and mathematics
in grades 1-3 and 7-9 at schools with the largest proportions of low-achieving
students. The participating districts were also chosen by OEO. Control groups
were established at other schools in the same districts. Management support
to OEO and the participating districts was supplied by Education Turnkey Systems,

" and Battelle MemorialJInstitute, a private, endowed, and non-profit-seeking
organization, was gngaged to administer the payment tests and a separate set of
evaluation tests, tp'calculate the contractors' payments, and to study the

other effects of the contracts. (The last of these tasks was not fdlly carried
out.) Apparently at the insistence of teachers' organizations, two other

‘districts were added to the experiment in which a group of local teachers would
serve as contractors. The total costs of the experiment, which came to $6,000, 000
(Comptroller General,_[l973], p. 8) were borne by OEO.

Probably also as a result of the prematurely reported success in Texarkana,

some school districts decided. to try performance contracting the next year 'on
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their own'' -- that is, independently of OEO, though not necessarily with their
own funds, for most of the projects were supported at least in part out of the
local share of money received under one title or another of ESEA. These districts
réngéd in size and location from Boston, Massachusetts, to Gilroy, California.
The state of Virginia brought seven districts together with a single contractor
and organized its own version of the OEO experiment, complete with control
groups .and Education Turnkey Systems, but funded from;Iitle I money (see chapter 2).
Statements appeared that as many as 150 or 170 districﬁs were involved in
performance contracts in 1970-71 (Bumsteéd,'l970; Schwartz, 1971). The number
may have seemed that great because of the enormous publicity that performance
contracting was getting, but it is almost certain now that the figure was
closer to 50, of which 27 were the OEO and Virginia districts.lo That may be
regarded as a considerable increase over the preceding year, but it does not
indicate a breathtaking rate of diffusion.

One obstacle to the spread of performance contracting was the opposition
of teachers' organizations. The American Federation of Teachers, in particular,
took a vehement stand, charging that the guarantee of student achievement was
a form of '"quackery," thét performance contracting promoted "teaching to the

test" (as in Texarkana), that it would "dehumanize' the classroom through

lOOur figure of 50 was arrived at as follows: Among the respondents to our
questionnaire, 26 said they had performance contracts in 1970-71. Six of the
districts we visited also had 1970-71 contracts, and six OEO districts did not
respond to our questionnaire. Of the remaining 17 nonresponding distticts,
three are known not to have had contracts in 1970-71, and we assume that half
of the other 14 did, for a total of 45, to which we may add at most a half-dozen
districts that escaped our search. There is a peculiar echo of the earlier
higher estimates in Gramlich and Koshel (1975,.p. 7), who say that "more

than one hundred" districts entered into performance contracts in 1970-71. Yet
the source which they cite for this figure (Hall and others, 1972) lists just
45 districts —-- and two of them are duplicates!

[,
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the use of technology and student rewards, that it would undermine the teaching

of subjects in which rewards were not given, and that it threatened to turn

control of educational policy over to private companies (Ameriéan Federation
of Teachers, 1970; Shanker, 1971); The public position of the National
Education Association was milder, warning against thg "pitfalls' of performance
contracts and urging that they not be supported unless teachers were involved
ét every step; but behind the scenes it, too, may have been more hostile.

There was also some concern that the use of paraprofessionals might

violate teachers' agreements with school boards, if not jeopardize teachers’
jobs. Héving teachers serve as contractors was an effort to moderate this
opposition, but it was subject to the suspicion of being an opening wedge

for merit pay.

11

In 1971-72, the number of performance contracts declined to about 15,

and it never again reached the peak of the 'OEO year." Early in 1972, OEOQ issued

a preliminary report on its experiment, based on Battelle's analysis. The

‘report was unusual in the history of educational evaluation because of the

unequivocal way in which the findings were stated:

Was performance contracting more successful than traditiomal classroom
methods in improving the reading and mathematics skills of poor children?
The answer . . . is "No" (Office of Economic Opportunity, 1972a, p. 17).12

llThirteen respondents to our questionnaire reported 1971-72 contracts.

12OEO's final report (Office of Economic Opportunity, 1972b) repeated this
verdict, though without using exactly the same blunt wording.

23 s
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This conclusion was vigorously disputed by several contractors (and by

Education Turnkey Systems), and once again there ensued a lengthy period of
negotiations to reach mutually agreeable contract settlements. Subsequent
reanalysis of the data (Garfinkel and Gramlich, 1973; Gramlich and Koshel,
1975) confirmed that the Battelle-OEO conclusion was essentially:correct

(for a partially dissenting view, see O'Connor and Klein, 1973) so far as the
test scores went. Further consideration of the conditions of the experiment,
~ however, leads rather to the conclusion that it reaily proved nothing. Among
other problems, the project had been hastily planned and inaugurated; the
companies did not ha&é adequate materials ready in time; the tests were
unsuitable for many of the students; there was heavy attrition among both
experimental and control students during the year; and OEO and the contractors
had unrealistic expectations of what life in a school was like, failing to
anticipate the frequency of student qbsences and many other interruptions,
large and small, in the instructional routine (Comptroller'General, [19731;
Carpenter-Huffman and others, 1974, pp. 41-58; Gramlich and Koshel,

1975, pp. 23—319.52—63). Consequently, no valid conclusions could be

drawn from the experiment. Among the respondents to our questionnaire, who
must be presumed to be relatively knowledgeable about the history of performance
contracting, one-quarter said that their understanding of the OEO experiment
was that the way in whidh it had been carried out ''prevented the results-from
being conclusive one way or the other." Yet even amoéé?them, another quarter
said the experiment'had,shown "that performance contracting generally led to

neither higher nor lower levels of student achievement.' There is no doubt

that the OEQ experiment cast a pall over the performance-contracting idea

from which it never recovered.
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Against that background, it may seem surprising that there were
nevertheless about a dozen performance-contracting districts in each of the
three years following publication of the OEO report. The main reason is
that —— just as the OEO experiment had gotten under way before the Outcbmes
in Texarkana were known —- two states, Michigan and California, had enacted
adthorization for their school districts to engage in performance contracting
before the OEOQ report had been‘issued. In both states, the legislation had
been put into motion early in 1971, very likely under the iunfluence of the
enthusiasm that prevailed at the time, but was also part of a mére general
thrust towa;d accountability and therefore placed performance contracting
on a more or less long-term footing. Because these state programs are less
well known than the OE0 and Virginia efforts,13 and because they account for
all the contracts in effect in 1974-75, it is worth describing them at some
length. Our information comes from document; published in connection with
the programs and from our interviews with staff members of the twobstate

departments of education.

Michigan: The Section 41 program

Michigan's interest in performance contracting, stimulated by the emphasis

on accountability on the part of the state's Superintendent of Public Instruction,

13The program in Virginia was not a "state program" in the same sense as those
in Michigan and California were. It was neither founded on state legislation
nor funded by the state treasury, and it was not planned to last beyond the year
in which it was conducted. In these and other respects, it resembled the OEO
experiment, as we have indicated above, rather than the Michigan and California
programs.

o
o
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John W. Porter, dates back to 1970. 'In December of that year, the Michigan
Department of Education (MDE) sponsored a conference on the subject, as a
result of which it issued an "Introduction to Guaranteed Performance
Contragting" (Michigan Department of Education, 1971) early in the following
year. The booklet gxplained the concept and some of the associated terminology,
discussed some of the factors a district should take into acéoﬁnt if it was
considering entering into a contract, and gave the names of several contracting
firms and sample contract phraseology and payment schedules. Though it did not
encourage districts to try performance contracting, it probably put them on
notice that the MDE would be receptive to proposals.

At about the same time, legislation was introduced that did provide concrete
encouragement. Lt was contaiﬁed in a subsection of Section 3 (later Chapter 3)
of a larger bill, and it appropriated_$500,000 to be used 'for grants to school
districts to enter into performance contracts for instructional purposes,"
leaving to the MDE the tasks of defining such contracts and supervising the
conduct of the program. The b;ll was passed in October, 1971. The following
year, the same provision, with the same appropriation and substantially the same

wording, became Section 41 of Chapter 4 of the State School Aid Act, and it has

been known since then as the Section 41 program.

14The Chapter 3 program is often referred to by state education officials as a

"performance pact' between the state and the local school districts, and the
similarity of the wording -— and to some extent of the concept -— to the subject
of the present study warrants a digression for explanation. Under the provisions.
of Chapter 3, school districts in the state were rank-ordered according to the
proportion of their students scoring at or below the 15th percentile on Michigan's
statewide assessment test, and the districts with the largest proportions were

to be granted $200 for each pupil in that low-scering bracket until the Chapter's
appropriation of $22,500,000 was exhausted; 67 districts received these grants.
For the nexi two years, however, the Chapter provided that the districts would
receive the full $200 grant only for those students who had advanced at least

[footnote continued on next page]
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The MDE, well prepared by its previous experience, was able to issue

contracts were to be limited to instruction in reading and mathematics; that
the district could select its own instructicaal and?evaluation contractors

and negbtiate contracts with them, but that all of these were sﬁbjecf.to the
department's approval; and that a portion of the district's Section 41 funds
would be used to pay for the services of an auditdr/management support group
under a contract_with the MDE. There was mo requirement that the instructional
contractor focus its .efforts on low—échieving students, though tﬁat is what
happened in most cases.15 In all of these ways, the operations of Séction 41

obviously differed from those of the OEO experiment.

el

- designation for tnese "re—earned" -funds.) All Chapter 3 districts did, ime fact,

- perhaps because the amount of meney and the number of districts involved in

75 percent of a normal year's gain on a standardized test to be chosen by the:
district or who had mastered 75 percent of an agreed-upon set of performance
objectives. The intention was to give a monetary incentive to districts to
raise the performance ievel of their students, and in that respect the motive
of the Chapter was similar to the ba&ic idea of performance contracting. But
when it turned out that many districts would lose substantial amounts of state
aid because large proportions of their students had not achieved the 75 percent
gain, a waiver was enacted which permitted districts to "re—earn' Chapter 3
funds by proposing a "new delivery system'" for instruction of the targeted
students. (The waiver was contained in Section 39a, which has become the

make such proposals, and all the proposals were approved. Hence, the "incentive"
provision of Chapter 3 never actually went into force and its-possible
eﬁfectﬁveneés has never been put to the test. (For further details, see Murphy
and Cohen, 1974: for a discussion of-this and other efforts to tieé state aid to
students' test scores, see Feldmesser, forthcoming.) It is interesting to-note
that there was considerable opposition to Chapter 3 from teacher organizations
in Michigan, but 1little of it Was directed at Section 41 or its predecessor,

the former dwarfed those in the latter.

5Several of the districts ultimately selected for participation in the*program
were also receiving Chapter 3 funds and using them in some of the same schools,
and probably all of the districts had special programs that were supported out of
other sources, thus complicating the problem of assessing the effects of any of them.

2
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In response to the MDE announcement, about 20 districts applied for
Section 41 projects. According to the thentdirector of the program, the

districts varied widely in size and socioeconomic composition and were not

& .

markedly different in type from those which usually applled for other sc¢rts

of state or federal programs. The appllcatlons were ranked by the MDE ‘staff,

with the help of an outside consaltant, on the basis of the "quality of their
objectivea"; their feasibility, especially_in terms of staff allocations; the
degree of in?olvement of the 1oeai.téachers;“organ;zations; and cost. In
Abrilg_six propqsals were approved for funding, but one, from Kalamazoo, was
dropted shortly afterward when closer examination indicated that the proposed
measurement instrument was unworkable (the project was to involve infants and
their mothers) and that the district was probably not going to be able to
establish satisfactery relationships with its contractors. Representatives of
the other five districts met with MDE staff to select an auditor/MSG from among
competitive bidders; their choice was EdUcatien Turnkey Systems, which then
reviewed all of the contracts and suggested some changes. By the opening of the
1971-~72 school year, most of the details had begn settled and the projects were
ready to begin -—.another sharp difference from the OEO exﬁeriment.

. In four districts ——‘betroit, Ingham County, Inkster, and éault Ste. Marie-
— the instructional contractor was a private firm. Moreover, in three of them,
it was a flrm,whlch had already been supplying materials or erviceslto the
districts; thls undoubtedly simplified installation of the program, but it also
raises questions about just what changes the performance contracts were

: . . -

“accomplishing (see chapter 4 of this report). In the fifth, Menominee, a 8roup

of teachers served as the instructional contractor. In all cases, the same
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organization remained as instructional contractor for as long as the district

‘received Section 41 funds. Most of the programs, including those which began

w .

in later yasrs, were ﬁethods of increasing the degree to which instruction
could be iﬁdividualized. Otperwise, the projects differed considerably.’ For
example, the amounts set aside for incentive paymenﬁs varied from 19 percent
of the total bdaget in Menominee to 62 percent in Detroit (Michiﬁan Department
of Education, 1973, pp. 6, 21). Some but not all of the programs provided
tangibie incentives for étudents. A léter'contracg in Wayne—Westiand called
for the incentive payments to be shared among the contractor, the teachers,

and parents.

Each proposal was approved for a one—year period, but applications were .

permitted for remewal for up to two years —-— yet another difference from the OEO

©

experiment, potentially important in that it has given project personnel some
reasonable expectation cf continuity. The MDE interpreted the legislative

authorization to allow support for turnkeying the program in the second or third .

years, and it encouraged but did not require districts to provide for it in their

-

renewal applications. On the grounds that start—up expenditures such as the

purchase of materials- and equipment have already been made and incentive payments

are of course no longer required, turnkeying is supported at considerably lower
budget levels, and tpie/é;y have deterred some districts from moving in that
direction. In any e&ent, the Section 41 program director professed disappointment

at the slow pace of turnkeying, but perhaps his expectaticns were unrealistically

. high. Programs in at least three of the original five districts had been fully
. _ i &

turnkeyed byﬂtheir third year, and two of these districts were no longer

receiving.Section 41 funds. On the other hand, it should be understood that

a
»
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even "full" turnkeying means only that the program has been installed in the

schools and grades in which it was originally tried, not that it has been

installed in all the schools and grades in the district where it might be

appropriate. In several districts, the second project year has been a

combination of turnkey provisions in the first-year schools or grades and

incentive proVisions.in'sChools or grades to which the program was being

newly extended. Table 1.2 presents a complete list of the districts ‘which

have received Section 41 funds and shows the contractor and the type(s) of

contract each has had.;

On the whole, the projects have apparently run fairly smoothly, aside
from the aborted one in Kalamazobvand thé~excessively large one in Ingham

county (see footnote 16). According to MDE staff members, the problems

encountered have been the same as those encountered in any program supported

or supervised by the state: the quality of local personnel, the adequacy of

their planning, thertime pressures for the delivery of supplies and of reports.

Indeed, the department has b§ and large tended to treat the Section 41 projects

much as it trea#s other special programs, to the point of using the same

application forms and procedures and bringing the project directors together

16Although the auditor's report (Education Turnkey Systems, [1974], p. 12)

* states that the project in the Ingham County Intermediate District was completely
turnkeyed in 1973-74, there is Some doubt that this was the case. This was a
very large projegk, involving more than 100 schools in the county's 12 component
districts (the pudget of $175,000 was the largest of the five original projects).
Because of the complicated logistical problems, the central district administrators,
according to the Section 41 program director, decided that they did not want the
county ''to be the fiscal agent" for the second year, "o the districts under it
that were interested in turnkeying applied directly." It is not clear how many
of them did, but it is noteworthy that, for 1974-75; performance-contract projects
were approved for three districts —-- Holt, Lansing, and Stockbridge -~ that were
in Ingham county and that proposed working with the same contractor as had A

served the Ingham project.” .




Table 1.2. Section 41 Projects in Michigan

“ a
Type of contract

Instructional  ' _ >
District contractor . »1972-73 1973-74 1974-75
’ Detroit . JdIntermarc P P T
Ingham County Betti'kit P T¢ -
Inkster : _ Behaviorél Research P P/T T
' Laboratories
Menominee Teachers P P T
Sault Ste. Marie = Newman Visual P P/T -
. Education :
Berkleyb Oakland Inﬁermediate —— P P
School District
Grand Rapids Teachers - P P/T
Schoolcraft Teachers ’ —_ : P P
Wayne-Westland Ross\Leéining - P P
‘Holt Betti'kit. - — P -
i Lansing . Betti'kit ' - - P
Stockbridge Betti'kit — - P
a

rd
]

Performance contract

i
f

= Turnkey contract
P/T = Part performance, part turnkey contract.

bThe Berkeley district is 2 part of the Oakland Intermediate School District.

CThere ‘is some déubt that this project was completely tﬁrnkeyed in 1973-74;
seé footnote 16 in the text. o
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from time fo time &ith the directors of projects in other programs. (The
Section 41 prog;am director also functions as directo; of the much larger
Title III program in the state.) The only exception has been an extra degree
of anxiety associated with the evaluation, since the tesﬁ results are used for
calculatingqthe incentive payments. The Department'has exercised closer
supervision over the districts' choice of evaluator than‘over their'choice of
instructional contractor.‘ In_the program's second year, it laid down stricter
requirements for the evaluation contracts; and even then, the auditor —- whose
presence was itself paftly a sign of this anxiety — found that one evaluator
had calculated the payments due to the instructional contractor as being $30,000
too high (Education Turnkey Systems, [1974], p. 8). Unlike the case with the
instructional contractors, the evaluation contractors have been changed
occasionally, usually at the initiative‘of the localtdistrict with the
concurrence of the MDE. : BN

The MDE staff believes that Section 41 has been very successful as a
"program developerh far local districts and wants the section continued. On
the assumption that it would be, the Department, early in 1975, invited all
interested districts to submit letters of intent td participate in a performance
l ' Two
projects have been adopted as ''models,"” the one in Sault Ste. Marie for
privately coﬁtracted‘projects, and the one in Menomineg for teacher—contracted
projects, and tﬁe Department is partiqularly enco%raging other districts to
initiate prograﬁs that would follow oné of those models. It has obtained the

agreement of these two districts to provide consultation to other districts

that do adopt their respective programs; the details of these arrangements have

yet to be settled, but it is presumed that the districts would ‘be paid in some

L , .

-

way.

¢
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Continuation of Section 41 is, however, by no means assured. The
c0mpositioQ of the State Board of Education has now changed from what it was
when it first approved performance contracting, and the priorities of the State
Superintendent of Public Instruction may also have changed, especially in view
of current budgetary stringencies and the relatively small éize of the Section 41
appropriation.‘ As this report is being written, the legislature has not yet

acted, and the future of Section 41 is uncertain.

California: The Guaranteed Learning Achievement Act
) ,

Performance contracting was authorized in California by Assembly Bill 1483,

the Guaranteed Learning Achievement Act (GLAA)? The bill was passed in
November, 1971, with the strong support of the Superintendent of Public
Instruction, and it became effective the following March. In sharp distinction
from the Michigan statute, the GLAA laid down a detailed set of specifications
for contract projects. Tﬁere was to bé one program in'each of five types of
districts: "a densely populated urban area, with highef than average rates of
unemployment, welfare dependéncy, lower than average scores oOn statewide pupil
achievement tests, and siﬁilar characteriétics"; a suburban community; a rural
area or a town in a rural area; and é large district (among the 20 1argeét in
the state.in terms of pupil enrollment) énd a small one (having not moreAthan
5000 pupils in all grades). The programs were to be '"new and innovative
approaches" to the teaching of reading and/or mathematics in kindergarten and

~

the‘firs§:§ix grades, which offered "a substantial chance of being transferred

1

and duplicated by the publi% school system at a later date." The contracts were

to provide for reimbursement to the contractor ''based upon the measurable

3

achievement and mastery of hasic skills of students enrolled in the special

39 -
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program'" and upon retention of gains six months after the posttest administered
at the end of the program. A penalty‘clause was to be included calling for

the contractor to return money to the district "on accoﬁnt of each student who
has act reached the level of achievement . . . specified in the contract."
Although thg act referred to private contractors throughout,'it defined the term
to include a hteachers' association," so long as it was "organized, registered,
or licensed to lawfully do business" in the state. The act was scheduled to
expite on June 30, 1975, and $250,000 was appropriated for each year; districts
were encouraged to add their own or federal funds to their project budgets.

The California Department of Education (CDE), less well prepared by
previou; efforts than ifs counterpart in Michigan, did not get the GLAA into
operation‘until midway through the 1972-73 school year. Guidelines for
applications were not ready until July, 1972, when they were sent to the 18
districté which had earlier submitted letters of intept. Districts whose
applications had been received by the September 15 deadline were divided into
the five c;tegories mentioned in the law, and three staﬁf members ofbthe CDE
ranked the applications according to the degree to which they met the statutory
requirements and their 'overall quality." NoFices of approval were sent in the
last months of 1972 to the districts with the highest-ranked proposal in each
category: Oakland (urban area with high proportion of low—achieving‘pqpi1s),
Ontario-Montclair (suburban), Woodland (town in a rural area), Pittsburg.
(large district), and Southern Kern (small district). CDE staff then negotiated
a budget with each district so that the total did not exceed the $250,000 that

had been appropriated. Each district's participation was approved for only
P

one year at a time, with no promise of renewal, but in fact these five districts
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have been refunded each year, and they have been the only ones to receive GLAA
funds; no other districts have sought to participate. The-Deparfment has made
no effort to prod districts to turnkey their programs, and all of them have
operated with inceﬁtive contrécts throughou;:

The choice of éontractor was up to the distriét, and the mode of selection
varied. Ontario—Montclair chose Appleton-Gentury-Crofts because this company
had established good working relationships with the district on other sérvices
it was providing. A teacher in Southérn Kern had happened Lu.take a college course

.

taught by the president of American Learning Corporation and had been impressed by

him enough to persuade that district to engage'the company as its contractor.
Oakland held a "curriculu@ fair'" at which Sompanies displayed their programs to
qeachers and.parents, who ch;se Webster/McGraw-Hill for ré;ding and Behavioral
Research Laboratq;ges for matﬁématics. The only dist}ict with a teacher-contracted
program was Woodland, where the teachers at the Whitehead school incorporated
themselves aé‘the'"Whitehead Professional Group" in order to meet the statutory
requirement. of being "registered to lawfully do business" in the state. Each
distficf's application had to include its proposed contract,-which was reviewed

by the CDE. The departmental staff member respoﬁsible for GLAA evaluation --

who also assumed the more genéral duties of program coordinator -- pointed out

_to us that he was familiar with the companies' capabilities because each of

them (except, of course, the Woodlanderofessional Group) was already providing
to other districts material; similar to those which wéfe to be used in its
performance~-contracting project. The programs have all been one variety or
another of individualized instruction. None of them has involved incentives

for students.
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Each district has ddne its own ére— and posttesting to determine the
learning gains on which payments were based, but the district's choice
of tests had .to be approved by fhe CDE, and CDE staff members monitored
the testing. No MSG or auditor was requirea, nor has the CDE engaged

either of them itself; some districts, however, have employed a consultant
to help in the interpretation and reborting of test scores and to conduct
ofhef forms of evaiuation. These arrangements‘éeem to have caused no
particular difficulties. In general, the projects have apparently presented
no seﬁiqsf problems; even the midyear start in 1972-73 proved not to be
trouble;ome. The CDE has made no systematic effort to disseminate the
programs, but, a3 we have mentioned, most of them were in use elsewhere in
the state, ahyway.

The general consensus in the CDE was that the GLAA will mnot be renewed
aéter its scheduled expiration. The act's prime mover is no longer in the
1egislaturé; the departmental staff seems mﬁch less committed to and
enthusiast ic about performance contracting than is the case in Michigan;
and, more definitely than in Michigan, the State Superintendent's attention
appears to have turmcd in other directionc and he may not be?%nclinéd
to press for renewal of the GLAA when he is seeking approval of much
more expensive programs in the ﬁsual tight-budget situation. ‘The state's
drive toward accountability will probably have to take other forms._ 4

Whether the Michigan and California efforts to promote performance
contracting can be regarded as "successful" must depend ultimately on what

happened in the funded districts, which will be discussed in chapters 3-5.

following brief descriptions in chapter 2 of the projects at the ten sites

Q
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we visited. But whatever the verdict, and except possibly for some last
flickers in Michigan, performance contracting seems fated to disappear from

the American educational scene. That is not to say, however, that there is

nothing to be learned from the experience.
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CHAPTER 2: PERFORMANCE CONTRACTING AT TEN SITES

In this chapter, we wiil give a brief descriptidﬁ of the history and
character of performance contracting at each of the ten sites we visited. Our
purpose here is simply to present a general picture of main events and long-run
results and to illustrate the variety 6f experiences with performance contracting.

Detailed observations will be brought out in succeeding chapters.

The OEU Sites

Hartford, Connecticut

Hartford was one of the OEO private—contracting sites;l the contractor
was Alpha Learning Corporation. Experimental-group students were located in
three schools; the elementary-grade students were mostly black or Puerto Rican.
Tgachers for the project were selected by the central administration from among
the system's regular teachers, and they remained on the system's payroll.
Teachersf aides, who were extensively utilized in the program, were newly hired

by the contractor's project manager from among rcaidents of the schools'

communities, and they were paid by the contractor. The program was largely

a strategy for individualized instruction with student rewards. There were
also incentives for teachers, but at the insisteﬁce of thé Hartfo;d Federation
of Teachers, the inceniive payments were made to the schools, to be used for
instructional purposes, ragher than going to individual teachers.

Installation and implementation of the program was acc;mpanied by problems

like those which plagued all of the OF0 sites: the local project director (an

1Another of the OEOQ private—-contracting sites, Grand Rapids, Michigan, was

“also visited; but it has had several different types of contracts and will be

discussed below among the sites with state—suppopted contracts.
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assistant principal in the city system) was hired only a feﬁ weeks before the
school year began, and most teachers were not informed about the project until”®
they arrived at the beginning of .the school year;ﬁAlpha‘s pfoject manager was
often not at the site, and his assiétant was young and inexqerienced; pretesting
was done under hastily arranged and chaotic conditions;-matefials were oftég

not ready on time or were not available at all for some students, particularly
those at higher achievement levels.. In addition, no plans had been made for

£he activities of teachers not invglved in the project (and since reading
instruction was a major element of ‘the program, the elementary—gr;de teachers
were left without clearly defined tasks), and there was a two-week teachers'
strike in November.

‘ When the contract ended, the materialé were ''packed up in boxes and shipped

A .
off,”" and the program disappeared 2g an instructional entity. No one had any

strong feeling of responsibility for following through. There was some

exploration of the possibility of purchasing the materials, but they were found
to be prohibitively expensive. The superintendent and the deputy superint;naent
for instruction (who had been mainly instrumeﬁtal in bringing the performance
'contract to Hartford) left the sysEem soon afterward; the proyéct director took
a new job as principal; one of the participating schools wasriorn down and
another one was closed, with the teachers and students being dispersed to other
schools. In the minds of those we spoke to, ﬁhé p?rformance contract was dimly
remembered as ''just another innovation," "bne o% a lot of programs going on
that hadn't been properly planned for." Hartéord has had no other performance
contract since then. fhefe was no strong opposition to it in principle, -but

neither was there any enthusiasm. Too many things had gone wrong, too many

questionsihad gone unanswered.
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9’/\br\pethods to be highly satisfactory and continued to use them on their own to

Nevertheless, several of the teachers had found the instructional materials

a greater or lesser éxten;. One teacher said the program had changed his whole
teaﬁhing style, from tﬁatvof a "traditional stand-up teacﬁer" to that of a
aanager of classroom activities. Some teachers retained the practice of

_ﬁiviﬁg tangible rg@ards to students, or tried to:carry on with individualization.
ds best they‘couég,%which, éome pointed out, they had been doing before the

. performance contract as well). Otherwise, all that was left of the project -

o
o .

was, as the project director said, "a couple of beautifully painted rooms" in

ame of the participating schools.

e

Stockton, California <

> = i

AT - .
The OEO projects got under way at the two teacher—-contractor sites even

later thén théy did at the private-contractor sites. Stockton was not chosen
as a site until late in the symmer; its proposal was written in September (in

a day—and—a—half, according to the district's dircctor of special projects),

; , )
and contract details were not settled until November. To complicate matters,
"the district was then in thc midgzlof negotiations with the teachers for next
vear's employment contract; and at the junior high school where the experimental
students in-grades 7, 8, and 9 were located, a new principal was appointed in
October, after the groundwork for the project -- "or lack of it,“.as the
principal said -- had already been laid.
Stockton is an industrial city in central California with a population of

116,000 that includes substantial proportions of low-income families and members

of several minority groups, so that -- in the words of the present superintendent

of schools ——""it qualifies for just about any project that comes along." The

40 : Lt
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decision to apply as a teacher-contractor eite for the OEO.project was made by ’

.the man who was superintendent at the timie.” "The lacL of advance consultation,

.combined with the late date and the atmosphere of hostility growing out of

the employment negotiations, led the executive board of the Stockton Teachers

Association (the local affiliate of the National Education Association) to -
. .

_reject participation at first. However, the presidant of the STA personally

supported the idea and persuaded the executive board to go along; and late in

October, he was appointed prOJect director -- the day after employment
negotiations had been concluded and he had resigned his position as preSident.
Once the STA had given its approval, the project waS_presented to the district
— again quoting the junior high-school principal -- "as pretty much of an
assignment." 'The teachers designated for the project were those already
teaching in the twe schools chosgen as experinental schools, and some of

them, particularly in the junior high school, expressed strong resentment

]
.

of the way in which it had been imposed upon them; nevertheless, none of them

requested transfer to another school, although they were given the opportunity

. Ny

to do so.

The S¥A was dominally the contractor, but after appointing a ;teering
committee it actually played ;ery little part in the project. The contract
provided that 12.5 percent of the base pay of the participating teachers --
slightly less than $30,000 —- was to be put in an- escrow account, from which.
advances could be made to the STA or t;z ieachers "for purposes directly
N;elated to increasing student performance." Half of this sum did* not have to
be reimbursed, provided only that, as the contraEt put it, '"80% of the student
participants enrolled in each grade level." The other half constituted the

1ncent1ve payments, which were to depend upon the learning gains of students

in the project as a whole, and 1f the advances against the incentive half of

+
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the escrow account exceeded the incentives earned (which did not happen), the d
excess was Eo be returned to OEQO. By vote of the partiqipating teachers,

ratified by the steering committee, the incentivé payments, which came to

about $8,000, were.divided among.the teachers according to the number of

experimental classes each had taught. ; -

The teachers were not expected to initiate any new teaching program,

except that the contract stipulated that "[i]ncentives to students will be

used."  Most of the teachers, in'fact, now seem to think of the performance
contract as the ”student—inceﬁtive project.” No‘guidance was given on the
use of student incentives; each teather.worked out his or her own procedures
by trial and error and by info;mal discussion with other teachers. At the
outset, many teachers were skeptical of the idea of "paying students to learn,'
but considerable enthusiasm for it had devéloped by fhe time the project waé
over, because the teachers felt that the incentives did have a favorable
effgct on students' willingness to work, if not on their achievements. The

~ three elementary—grade'teacﬁerSvto whom we spoke, and some of the junior high-
school teachers, have continued to use tangible rewards for students sincé the
end of the project, though on a smaller scale because they now have to pay for
them éut of their own pockets.

There was some desultory exploration of the possibility of further
contracting arrangements in the district, but nothing ever materialized and
Stockton has had no other performance contfacts. The junior high-school
principal and most of the teachers interviéwed, as well as the project director,
said ﬁhey would not oppose perfO?mance contracting in principle, provided that

the decision was a collective one and there was adequate time for preparation.

Indeed, responses to a questionnaire distributed to the participating teachers

ERIC - 4 ' o
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toward the eﬁd of the 1970-71 yéar showed thgt nearly 90 percent ofAthem would
participate in another performance contract. ‘Nevertheless, no one was |
apparently willihg té maké a strong plea for another contract, probably becaus;
of the circumstances attending the OEO project. It is noteworthy that Stockton

did not apply for funds under California's Guaranteed Learning Achievement

Act (see chapter 1).

Mesa, Arizona

The other teacher-contractor site in the OEO experiment was Mesa.
According to the people we interviewed there, OEO had not mentiomed performance
T . Q
contracting when the initial contact was made, but had inquired simply about
’ I

participatidn in dn experiment to test the effects of }eacher-and student

incentives. Only after the Mesa Education Association had consented to /f

i
ti

participate did théy discover, in a phone call from the office of the National
Education Association, that they were involved in a performance contracting
experiment. . Several members of the MEA felt‘that they had been misledvby OEO,
but they decided to remain in the experiment since it was-to last only one
year.
Teachers from three‘elementary,schools and one junior high school
participated in the experiment. The schools with the highest numbers of low-
~achieving students were chosen.as the experimental schools, and the control
schools were those geographically closest to the experimental schools. Most
of the students attegding the experimental schools were low—income Spanish-
speaking or Indian children.
Although the pretesting took place in October, the incentives program

~

was not explained to the teachers until the beginning of December. Incentives

49
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were to be given at the discretion of the teacher, rather than being consistently
and methodically related to student performance. Later in the year, the
incentives were to be gradually shifted toward group social rewards, duch

as class parties or field trips.

There was no systematic program for tedacher incentives, and each school

‘handled them in its own way. In most schools, all the incentive money was

pooled and each teacher and-the principal received an-equal share. The
incentive payments were not made until two years after the project had ended.

The school district comblained of the massive amount of‘workwthat OEO

»required of project directors, saying that it did not improve instruction to

any e#tent. The teachers at the elementary school regarded the experience
favsfably, and some of them ﬁave cpntinued to give rewards to students, although
they must now be paid for by the individual teacher.‘ Otherwise, at the
conclusion of the experiment, the program was dropped completely, simply

begause there was no support for continuing it. The district had entered into

the agreement on the understanding that it was a one-shot experiment, and no

one felt impelled to press for another performance contract.

Other Sites with Contracts in 1970-71°

Gary, Indiana

The contract in Gary was born out of the desire of the newly appointed
black majority of the school board to provide a dramatic signal of a changed
attitude toward the school system.. The superintendent, also newly appointed,
shared this desire. An acquaintance of his, the president of Behavioral Research

Laboratories, proposed that BRL take over an entire school and operate it for

41
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three years on a guaranteed-performance basis, and this seemed like just the

o

_sort"of'dramatic move being sought. The superintendent feels now that BRL

wbuld have gone along with a fixéd-fee contract if it had been asked to, but
in that -sumer of 1970, "performance.contracting was in the air." Besides,
. < A : N

one of/the leading members of the stchool board was a businessman to whom the

-notion of a performance contract was appéaling because of its connotatidn of

business-like accountability. The board approved the superinténdegt's

" recommendation that BRL's proposal be accepted, the predominantly black

Y
a

Banneker elementary school was chosen for the purpose, and the contract was
signed almost before anyone else in the district knew what was happening.

Its essential provisions were that, for each pupil enrolled in Banneker, the

district would pay BRL $800 a year, its normal annual per-pupil expenditure,
and that at the end of three years BRL would refund $2400 to the district for
each student noqxthen performing at grade level in reading and mathematics.

The contract alsd included a vaguely written provision for turnkeying in the

fourth year. | ' : 7 o

The first year was very nearly a disasterﬁ Much time and energy went

into fending off challenges from the Gary Teachers Union, which charged that

the contract violated provisions of its agreement with the district; and from

.

the Indiana Department of Public Instructiom, which contended that it did not

. : N\ .
cpnform to various lega% and administrative requirements‘and which withdrew

the Banneker school's state accreditation for a brief while. There were overtones
of racially and politically motivated conflict. BRL did hot have a full range

of materials ready for -all students (especially those at higher levels of

~

achievement) even in reading and mathemafics, let alone in other subjects,

[
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and the materials it did have were not always ready on time; yet the company
did not want the teachers to.use otﬁer materials.. BRL's project manager had
no expefience in eduéaﬁion a;a:ir?itaﬁkd the teachers with his high—hénded

‘manner. Visitors, numbering in the thousands,'were a continual interruption;

. 14
while many of them were attragted by the unique conditions of Gary's contract,

the;é was some ‘suspicion that BRL was bringing many of them in for thé‘sake
of»promotiné sales of iés program elsewhere. The year—end report of the
independeﬁt evaluator, the Center for Urban Redevelopmént in Education, showed
remarkable gains in student a;hievements as wgllias reduced costs, but there - o
was strong criticism of the data and of the way in which thé data were,presented?.
% "

Nevertheless, many of Bannekef's teachers liked the BRL program —— it was

an approach to indiVidualized insﬁruct;on, part of which had préviéuslyvbeen

used in several schools in the district —- and in the second year, with the

appointment o% a new project manager who quickly won the teachers' respect, they

" -

cooperated in reshaping and supplementing the materials to make them more
‘generally suitable.: Everything went- more smoothly, except for a 22-day teachers'’
strike in May (unconnected with the performancé contract) which made the scheduled

post-test impossible. o

By the fall of 1972, when the third year of the contract began, the
atmosphére had chanégé con;iderably. The réﬁort of the OEO experiment had
been issued, dampening‘enthusiasm for performancé contracting. The - o
superintendent had learned that BRL was "hustling'" its program in other
distficts without giving pfoper credit to the contribution of Banneker's

teachers. . Some people believe that BRL had come to anticipate heavy losses
g

-

2For a fuller account of the events of the first year, see Wilson (1973).
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when the final assessments of achievement were made in the spr}gg of 1973.
In December, a group. of teachers proposed to the superinten&ent that BRL be
dismisséﬁ and the teachers be permitted to-carry on the program on their own
(WiFh no performance guarantee). Their suggestiOn was accepted and, by mutual
consent of the district and the compan&, the contract was terminated as of
December 31, just as abruptly as it had begun. It was two more years before
BRL and the district reached final agreement on a contract settiemeﬁt. Gary
has had no other performance contracts, and there is a general conéénsus that
no one in the district would want to try another one.
The teachers whom we interviewed were virtually unanimous in saying that

Banneker was now ''a very diffefeﬁt place"bfrom what it had been beforé the
erformance coﬁtfact, more satisfying for both teachers and stude;ts:% The
ppincipal, who had been an informal leader among the teachers during the
éontract period, said "there is no doubt that the performance contract broke
the ice for us.”" The BRL materials were everywhere in evidence at the school,
énd the practice of employing teachers' aides, which began with the contrict,
was now firmly established. No'permanent damage seems to have been done to

relationships among the parties concerned; neither the teachers nor the head

of the GTU displayed any bitterness toward the superintendent (ﬁho, unlike the

state's Supeginteﬂdent of Public Imnstruction, has remained in office), and
for his part the superintendent had only praise for what the teachers had

accomplished and said he had found the union was "not interested in beating a

desd horse." Furthermore, he insisted that he "would do it all over again even
if I had to make the same mistakes," because the ultimate results were worth

it. He pointed particularly to the fact that Banneker's students in the first

three grades, who had mostly received instruction with the BRL materials bﬁt

g7
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after BRL had left the school, were now among the highest-performing students
in the city. The upper-grade students, who had been in the first three grades
while the contract was in effect, continued to score below their counterparts

in the. city's other schools.

.

Norfolk, Virginia . )

Early in 1970, the Virginia State Board of Education, on the recommendation

of the Superintendent of Public Instruction, authorized the state's Department

of Education to undertake a préject in performance contracting. Permission

Qas obtained from the federal Office of Education to usi/élportion of the
"state‘s ESEA Title I funds for: the purpose. The services of Education Turnkey

Systems were engaged fdr managerial assistance, and the project emerged looking

something like é small-scale replica of the OEO exper£;éng, except that a Singie

S a

1

"~ contractor served all the participating districts or "divigions,'" as they are

N “2.
called in Virginia.
Seven divisions with high propdrtions of low-income families were selected

for participation, and one elementary and one junior high school in eaéh of
-these Aivisions were selected on the same basis. Representatives of the
divisions and schools were invited to a meeting at which performance contracting
;wés4explained; all agreed to participate. Because funds were limited, the
decisién was made to restrict-the project to instruction in reading only.

A request for proposals was sent to 117 companies, and from among the eight
respénses, Learning Research Associates was chosen as the contractor by joint

agreement of the representatives of the divisions and the schools, the Department

of Education, and Education Turnkey. The Bureau of Research of the University

48
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of Virginia's School of Education was chosen to administer the pre- and post-
tests énd calculate payménts. Thereafter, the Department played little active
part in the project. Contract negotiations were conducted by Educagion Turnkey.
This entire process extended into the begiﬁning of‘the 1970-71 school year.
Du:ing the last week of October; LRA held a training session for the teachers
and teachers' aides, and the project got under way early in November.

The invitation to participate in the project was a welcome onefto the
assistant superintendent for instruction in Norfolk. The city's school system
was just completing a two-year self-study, a major result of which was a

recommendation that a "performance-based curriculum" be developed. The

performance contract, he believed, would provide an opportunity 'to find
out if we could operate a performance-based curriculum structure, without

' LRA seemed to have

going thrqugh the agony of doing it ourselves initially.'
the kind of program he was looking for: a procedure for individual diagnosis
and prescription, keyed to a wide variety of materials, with objectives-
referenced test items to match, an& without reliancé on exotic hardware. The
company élso intended to use a fairly elaborate system of student rewards;
but at the assistant supefintendent's insistence, this was de—emphasized'(at
least in Norfolk); however, students were given paperback books for completing
the reading of a certain number of books in glass,'and the teachers also
awarded certificates wheneyer they felt a child meritedlone. There were no
special incentives for the teachers.

Implementation of the program appareﬁtly went smoothly. This may have -

been partly because only two teachers were involved, and they had volunteered

for the job; each one operated a learning center in each building, where groups

49
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of 25 children camein succession to receive reading .instruction. (Each had one
aide, hired out of project funds.) Except for the burden of record-keeping,

they were highly satisfied with the program, and they believed that LRA's methods
for individualizing instruction and for making a child's progress visible,
together with the books and certificates used as rewards, were very effective

in stimulating students' interest in learning. There was little problem with

materials, since the teachers were able to use whatever was already available

in their schools. They found that both LRA's representatives and Norfolk's
project director were competent and helpful. The only hitch was in the test
administration, which was done by graduate students who were not properly trained
énd evidently did not take their responsibility too seriously.

Still, when the test results were in, they were, in the assistant
superintendent's words, "disappointihg to say the least." Students' learning
gains were no greater than they had been in the past, and no greater than those
of control groups. Outcomes were similar in the other divisions. In those- |

circumstances, it was felt that it would be pointless to ask the.State Board

for a renewal of the performance-contracting authorization. Neither Norfolk

nor the other divisions have had any other performance contracts.

The assistant superintendent and the teachers were convincéd, however,
that the LRA program had produced favorable changes in students' attitudes.
They contended that the disappointing test results éould be attributed to the
poor fit between the tests and the program's learning objectives, to improper
test administration, and to the brief period of time during which the program
was in use. Again using Title I funds, Norfolk purchased the LRA progrém (s0

did other divisions, with the result that, according to state officials, the

ERIC 50
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company broke even despite the poor showing in learning gains), and it is now

in use in several schools in the Eity, along with other similiar programs.

Sites with State-Supported Contracts

Woodland, California

The only district with a teacher-contracted project under California's
Guaranteed Learning Achlevement Act (see chapter 1) has been Wecodland, a town
20 miles west of Sacramento with a population of 22,060. The locus of the
project has been the T. L. Whitehead elementary school, which is an unusual
school in a number of ways: Though located in a middlg-class neighborhood,

‘about 40 percent of its 540 students are bused in from lower socioeconomic

areas (about 13 percent of the student body is Mexican-American, the only
substantial minority group); it is organized in ''learning centers' --
clusters of modular activity spaces —- rather than in selfjcontained classrooms;
it is ungraded; and its principal is a gifted organizational leader who had
developed a staff with a visibly st50n§esprit de corps. This last characteristic,
in particular, is directly relevant to the school's experience in performance
contracting.

In the summer of 1972, Whitehead's teachers had attended a locally

sponsored workshop on language arts and had decided that they wanted to try

the Wisconsin Design for Reading Skill‘Development. The principal pointed out

3The fact that the school is organized in ungraded learning centers was also
relevant, in a different way. The GLAA application forms asked for a great
deal of information abou. the contracting school —- the numbers of classrooms,
students, teachers, etc. —-— in categories of grade levels. Whitehead's
application had to give an explanatory note about the learning centers and
substitute that term wherever "grade' appeared on the forms. For purposes of
testing, each pupil was assigned a grade which was "mo . . . more than 1.0
years away from' the grade normally attended by students of his or her

chronological age.
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that GLAA funds had just become available and might be used to support the
installation of this innovation in the school. The possibility of contracting

with a private firm was discussed, but the teachers felt that they knew their

students better than any commercial company could and that with "a little more

know-how and some additional materials" (as the project director later put it),
they could accomplish as much as a private firm. Viewing .the opportunity as

a challenge to their profesg;onal skills, they voted to apply for GLAA funds
with themselves as contractor.

This decision caused someﬂfriction. The superintendent and school board
had become aware of the GLAA, too, but they, along with several principals,
were interested in having a contract in the district with a privéte firm.
Whitehead's'principal, however, had a strong commitment to supporting the
initiatives of his staff. On the other hand, the Woodland Education Association,
local affiliafe of the NEA, opposed performance contracting in general; it was
unfavorably disposed toward-the superintendent because he came from a businass
rather than‘an educational background and "wanted'totrun everything on a
business basis,' and it saw performance contracting as ancther instanée of this
orientation. It therefore objected'to Whitehead's proposal on the grounds
that it meant "going along with the superintendent's ideas," even‘though no
private firm was involved.. The upshot has been that other schools in the
district were cool toward Whitehead's program for some time; the principal
told us that for a while he was treated as a virtual "outcaste."

In order to comply with the statutory requirement.that a contractor be

"registered to lawfully do business" in the state, Whitehead's teachers, with

the advice of the county counsel and of a parent who was a lawyer, incorporated




themselves as the "Whitehead Professional Group' and drew up a proposed
contract which was submitted with their appl’icatiOn.4 They elected the

principal as preéldent and named other officers and a project director from

among their own ranks. All the officers are nonsalaried. Although in a

sense the corporation has been merely a legal fiction without effect on the

»

day-to-day life of the school, it has held regular meetings at which the
teachers ekchange information and ideas and make decisions about such matters
as the spending of project funds, and these meetings seem to have reinforced

the staff's feelings of cohesiveness.

The project funds have been used to pay the half-time project director,

who has functioned chiefly as a locator of reezurces in response to teachers'
requests; to increase the number of hours of employment for‘teachers‘ aides;
to purchaSe new or extra sets of materials and some items of new equipment;
‘tO»péy for teacher-training services (including, e.g., registration fees at
- professional meetings); and to pay for the services of a coQSultantlon
evaluétion, who has not simply administered the tests which determined the-
incentive paymeﬁts but has also assisted the teachers in learning about
evaluation generally and was regarded by them as one of the most important
contributors to staff development under the program. The opportunity to
acquire these materials and services, the teachers said, wés the "real

incentive" in the performance contract. Indeed, the incentive payments called

4There was no consultation with the teachers in Stockton. In fact, it is
rather remarkable that, until the'interviewer for this study mentioned it,

no one at the Whitehead school knew that Stockton, 60 miles to the south, had
had a teacher—operated performance contract just two years previously.
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for by the contract were devoted to the same purposes, rather than being
paid as "bonuses'" to the teachers pefsonally.5 The teachers contended that
this was an advantage over a contract with a private firm, for in the latter

case the incentive money could not be applied to meeting the school's needs.

»

In the contract for the first (abbreviated)tyéar, the guarantee was that
the average monthly galn in reading for the student bodyﬁas a whole (except

kindergarten puplls) ‘would be O. 8 of a month in grade—equlvalent unlts, or

4
i

25 percent greater than it had been in the preceding year. When the
evaluation consultant pointed out that this type of guarantee could best be
met by concentrating effort on the higher—achieving students (because of the

Lo
l

usual positive correlation between pretest score and gain), the guarantee for
the second year was changed to require that 51 percegt of the stuéﬁnts be at
or above grade level by the end of tge year, compared to 44 to 48.percent (for
different groups of students) at the end of the preceding year; in the third
year,~this was raised to 52 percent. For the first year, the paymeet tor

fulfllllng the guarantee was $9,000, on an all-or-nothing basis; in the second

and third years, the payment was chtcu in proportlon to the degree to which

the guarantee was met, but the maximum amount remained $9,000. The guarantee

was met in the two years for which data are available, though just barely so

in the second year (see chapter 3).

Th: teachers are uniformly enthusiastic about the project —- mostly .

« )
because of the extra money it puts at their disposal, but also because they

take considerable pride in the fact that they are making the decisions about

the expenditure of the money. Yet, midway through the 1974-75 year, they,

as well as the principal and the project director, felt quite sure that the

5. : ’ . .
No material rewards for students were provided; apparently the issue had
never even been raiccd.

.

-
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S e e .
GLAA would not be renewed, and together they were casting about for q%,ernative

~

sources of funds. Among the possibilities being considered were other state

programs and some sort of‘guaranteed—performance:agreement with the district®

school board. It is also worth mentié%ing that the .school board has accepted

the recommendation of a district-wide committee that funds be provided to make

the Wisconsin Design materials available to all schools.

~

-

Detroit, Michigan .

The private firm for Detroit's performance contract under Section 41 of
Michigan's State School Aid Act (see chapter 1) was not a typical contractor.

The firm, called Intérmarc, had no -instructional program of its own but was

_essentially a local disnributo} for the’Hoffman reading materials, which

-

consisted of reading machines and supporting software. * Several of these

machines had been in use at the Pierce school, a middle-class and lower-middle-
g . )
Glass majority-black school that had been selected as the project locus, -and

the teachers there-+had been highly satisfied with them. ﬁetroit's proposal

called for the purchase of additional machines and software to permit the
¥ ~. N .
establishment of\i\i?ading center at the school which would complement

classroom use of the equipment. Intermarc provided no Cthultation or

-

training services. During the first two years of the contract, Intermarc was

] ‘
paid according to the reading performance of the students; the district,

6Detroit had also submitted a proposal for a performance. contract with
Behavioral Research Laboratories, but the price of that was more than ¢
$100, 000, and it was not funded.
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however, referred to the arrangement not as a performance contract but as a
-"conditional sales agreement,'" in the belief that this would avoid(cOnflict
with thevteachers' organization. Administration of payment test apd calculatioﬁ
qf payments was done by Person—O—Metfics, another local company. The third
year was a turnkey year, involving a much smaller and noncontingent fee.

The reading—center‘taacher had already been on the staff of the Pierce

school; her salary was, and continued to be, paid out of Chapter 3 funds.

She was trained in the use of the maéhings by ﬁhe Hoffman company itself, at
a workshop in California. Four aides have been hired fog the reading center
with Section 41 funds. Each class has gohe to the center (located in the
school auditorium) two or £hree times during the week, where they are divided
_into small groups for instruction. Other materialé have been added to
supplement the Hoffman materials. Reading instrucﬁion continued to be given N
in the regular classrooms, in part witﬁ the use of the Hoffman machines. .
The school staff expects to continue to operate the reading center even
’ if Section 41 funds should no longe; Ee available. The reading-center teacher

has been paid with other funds, anyway, and the machines have already been

purchased and use very little in the way of consumable materials.

Inkster, Michigan

Inkster is a predominantly black suburb of Detroit with one of the lowest
per—capita property evaluations in the state; the school system's physical
plant is ‘aging and many of its curtricular materials are 15 years old or more.

[

It received Section. 41 funds for a performancé contract 'with Behavioral

Research Laboratories. The Brick, Frazier, and Parkwood elementary schools
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were chosen for initial participation in the project because their student
composition gad recently changed éoward a lower socioceconomic group, and
because, unlike the‘other three elementafy schools in the district, these
three were not receiving Title I funds. Low-achieving students in grades 7
and 8 of the Fellrath middle school were also included.

In the project's first year, the contract covered some 1500 students
in both reading and mathématics under incentive provisions. ‘In the second
year, the program in both subjects was turnkeyed in the three original
schools and extended to 1400 students in the other three elementéry schools.
A fixed fee was charged for instructional sérvices for students in mathematics,
but an incentive provision was applied to 1000 of them in reading ($37.50 for
a grade-equivdlent gain of at least five months but less than seven months,
and $50 for a gain of seven months or more); services for the other 400
students in reading were charged at a flat fee of.$15 each, except that
varying propdrtioﬁs of these fees would be refunded according to the proportion
of the incentive students who achieved a gain of seven monfhs Or more
(Education Turnkey Systems, [1974], pp. 12-13). The rationale forvﬁhié
complicated arrangement was not clear (nor was the method ofrdifferentiating
between the 1000 incentive and the 400 flat-fee students), but the effect

appeared to be that the contractor was almost certain to receive the maximum

»

amount of incentive funds available under the contract. In the third year, the
entire program was turnkeyed at all schools.

The BRL materials in Inkster, similar to those used by the company in

kd

Gary, are a version of individualized instruction in programmed format. The .

2
- 3

teachers reported that the company was quite willing to make revisions in its

materials in accordance with theiy suggestions, but that it was relhcpant,:;;

. - .
Y —_

&
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as it had been in Gary -- to have the teachersrintegrate other materials into
their instruction. The‘teachers are given training in the use of the materials
at the beginning of the year and consultation services -=- which they fbund to
be quite helpful -- throughout the year, and teachers' aides are extensively
used.. The district also employed reading coordinators to hglp transfer the
program to the three new schools in thé contract;s secqnd year. .

Most of the people we spoke to believed that the program had beén
successful int improving Studen;s’ achievement levels, self-esteem, and interest
in reading. They hoped to be able to continue operating it with the help of
federal fuqas and of state funds from other sources if Section 41 was not
continued. 1In the early life of the project, there had been opposition from
some teachers, 1eé by membefs of the local affiliate of the Americaﬁ
Federation of Teachers, one of whose national leaders lives in the district;
but most teachers were receptive to the project and the obposition suﬁsided

as they worked with the program and as they discovered it was not being

used to evaluate their work.

Menominee, Michigan

’

The principal of the Central Elementary school in Menominee -- a largely .
blue-collar town of about 10,000 in Michigan's Upper Peninsula -- had become

interested in performance contracting upon learning about Texarkana's program.

He was convinced, however, that teachers could accomplish as much as a privafe -

: . < A
™ . . S '

firms could, or more, if'they were working under similar conditions. The

- - i
o

Section 41 program looked like an opportunity to test his belief, and with the

1)

o

w
A}

-
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suppoz&)and cooperation of the district superintendent, herdrew.up a proposal
for-a project in which the contractor's role was to be plafédlby!the teachers
in his school. 0ddly enough, it was not until after the proposal had been
.approved that he recruited the pérticipating teachers, but his rélétioﬁships
with them — he himself was project director —-- nevertheless wer; gqod,
because he selected teachers with whom he had worked especially well in ﬁhe
' past. ~ As evaluator, hé hired a small company called Needs, Inc., headed (if

not constituted) by a faculty member at the University of Wisconsin in nearby

Green Bay.

The project covered only mathematics, because the principal thought
that his teachers wonld make‘thé best showing in that subject. Students in
the project were in grades 1-5, and were mostly white, middle or lower—-middle
class, and of average achievement. At the suggestion of the evaluator, a
control group was also established in the school. The chief features éf the
program were that each teacher was assigned a teacherFs aide for half a day
and was given a budget of about $200 for the purchase of materials.

During the first year, the project_went well and the teachers earped the
maximum incentive paymehts pdssible under the contract. The money was not paid
to thé teachers individually, but was depésited in a-savings account for use

in meeting future needs of the school. In the second year, five more teachers

"joined the original ten; since the total operating budget remained the same,
. . * f

[ - . -

each teacher's budget for materials was teduced. The student performance
requirements were raised, but the teachers still earned all but $40 of the
‘maximum incentive payments. In the third year, the project was turnkeyed,

which meant that Section 41 funds were only one-third of what they had been

QO £33y i
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previously. Thevuse of aides and the materials budgets have been continued,
however, by using Title I and other outside funds and some of the money from
the incentive payments. The Menominee project was chosen by the Michigan
Department of Education as its model for teacher-contracted programs, and this
may result in some additional income (see chapter 1). Over the long fun, the
superintendent said, "the burden of accountability will shift to the school
board and it will have to decide whether the results are worth the increased
costs."

The participating teachers as well as the principal feel that the program
has proven its effectiveness and they are enthusiastic about it. The Menominee
Education Association (NEA) opposed having private firms as instructional
contractors or paying incentive to teachers directly —-- its position was that
that would have amounted tora forﬁ of merit pay -— but it has supported the

way in which performance contracting has operated in Menominee.

+

Grand Rapids, Michigan

Probably no district in the country has utilized performance contracting
as extensively as Grand Rapids. It has had eight one-year’ contracts involving
incentive payments of various kinds, and in addition has had a number of contracts
without incentive payments, some of‘wh?ch were for the purpose of ‘turnkeying
programs_that had stértéd under performance contracts and some of which have
been‘independent of performance contracts. Recently the district created

the unique position of "director of contract learning," to coordinate and

facilitate this range of activities.

-
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Grand Rapids' engagement in berfofh§nce contracting began early in 1970,
when the then superintendent heard of,théETexarkéna ventufe and thought that
his district might benefit from something“similar. With the enthusiastic
support of others in the central administrative staff, he not only applied to
have Grand Rapids included in the OEQO experiment but, in the bélief that the
district would not be accepted, he also initiated negotiations witﬁ two
companies, Westinghouse Leérning and Combined Motivational and Educational
Systems (CMES), for separate performance contracts. As it turned out, all
these efforts were successful, and so the district had three performance
contracts in 1970-71. In the following year, it had a fixed-fee contracts
at several schools and performance contracts at two schools (iﬁcluding cne
for educable mentally retarded children) with Alpha Learning Systems, its
OEO contractor; and a renewal of the performance contract with CMES. (Later,
CMES went out of business, and Grand Rapids bought out the company's entire
stock of materials, which it continues to use, though cénsiderably modified,
under the aegis of the contract learning offiée.) A new superintendent
vigorously continued what his predecessor had begun, and by 1974-75. the,
contract learning office was in charge of eight different programs which were

in operation in more than 40 schools. .

The only 1974-75 pfogram being run as a performance contract is one which
the district calls Project Target. This is an effort to '"do for ourselves what
all those companies had been doing for us," as the district's program development
specialist pdt it. It began in the summer of 1973, when the predominantly bléck

Henry aad 5igsbee elementary schools contracted with the district, under

Section 41, to develop an instructional’ system in reading and mathematics
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that would include a set of performance objectives keyed to the instruectional
materials available in the buildings (new materials were bdrcﬁased where
necessary), test items corresponding to the performance objectives, and a
rgcord—keeping procedure to permit the use of these resources in individualized
instruction. The system was used in 1973-74 for instruction of 350 students

7

at each school, and incentive payments were based upon the proportions of

students who at the end of the year passed at least 75 percent of the

objectives-referenced test items that were designated as being appropriate

to their grade level. (This is the only performance contract we know of in

which norm-referenced tests have not been uged to determine incentive payments.)
In addition, eéch school would bevpaia a fixed sumAfor the production of a
manual that would show teachers at other schools how to compile a similar
"encyclopedia of resources" for their own buildings. " The money would be paid
to fhe schools: for instructional purposes decided upon by their respective ’

faculties. In 1974-75, Section 41 funds were received to turnkey Target at

the Henry and Sigsbee schools and to install it, under incentive provisions,

.

- at the middle-class Eastern and Beckwith schools.

There are a number of other, more or less unusual aspects to this project.

A privabe_firm, Howard M. Lesnick Associates (headed by a former employee of

Education Turnkey Systems and located in Fairfax, Virginia),mhaglggggwgngaged

at a fixed fee to provide 'technical assistance’ in developing the system, to
expedite the delivéry of materials and supplies, and to make interim evaluation
studies. The teachers at Henry and Sigsbee conducted in-service training for
the Eastern and Beckwith teachers in the summer of 1974 ané provided

consultation services to help the latter implement Target at their 'schools.
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Administration of payment tests ana calculation of payments is being done in
1974-75 by an employee of another Michigan school digtrict, under contract
with Grand Rapids' Office of Curficulum Planning and Evaluation (which did
thislwork in 1973-74 itéelf). Finally, rewards for students are used at each
building, but in various ways, as determined by their respective faculties..
In some cases, students can use the points they eérn to gain‘admission to
school-sponsored entertainments, or to buy items at a school store or bid for.
‘them at an auction; at Beckwith, where the teachers felt that small individual
rewards would be relatively ineffective, a portion of the points are used to
buy materials for the classréom or for the school, in the belief that étudents
would take pride in having helped acquire something that could be used by the
entire student body. i
There is every likelihood that Grand Rapids will expand the use of the
Target program. The teachers we spoke to were highly pleased with what it

-

enabled them to do, and they took evident prgfessional pride in héVing‘

worked out the system largely through their own efforts. If Sgction 41 is
discontinued, the. district's program development specialiét will seek funds

a2t -

from another source — and he has been very effective in finding funds in the

S

- past.

‘More generally, the use of contracts -- not only performance contracts,
but . "contract learning," as thé district calls.it =— seems to have caught on
in Grand Rapids. Both external and internal contractors are used in flexible
ways adapted to tﬁe needs at hand, to the length of a given school's

experience with a program, and to the wishes of the faculty. A recent

variation was to invite the teachers in the district to submit proposals of

ERIC
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their own which would be supported,with district funds; many more proposals
were received than could be funded. Sevefai people we spoke to said an
"atmosphere of change" had been created in Grand Rapids, aﬁd some of’them'
attributed at least its begiﬁnings to the first performance contracts -
”éhey were an incentive to get things started." vBut it is also true that
Grand Rapids has had two successive superjntendents dediFated to educé&ional

change, and performance contracting may simply have. been a conveniently

' available vehicle for their enérgies.

&1
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CBAPTER 3: .ACHIEVEMENT AND ATTITUDINAL OUTCOMES OF PERFORMANCE~CONTRACT PROJECTS
Our examination of outcome data for performance—cbntract projects will

concentrate on the state-supported programs in California and Michigan. The

data on thé OEOC experiment and the Virginia program are already well known and

have been thoroughly analyzed and reanalyzed (Battelle Columbug Laboratories, 1972;

O‘Connor'and Klein, 1973; Garfinkel and Gramlich, 1973; Cafpenter—Huffman and

others, 1974; Gramlich and Koshel, 1975), and the basic results have been

referred to in preceding chapters of this report. The difficulties with the

achievement data in Gary have aléo been mentioned. An item concerning the

o

percentages of students who "achieved or exceeded minimum gains" was included

in our questionnaire, but it proved unproductive. The.answers often made vague

'
Ky

qreferences to other documents or gave suspect or dninterpretable figures «(such
as nega%%ye perceﬂtages). In a number of cases; no answer was given at all.
.This pénfirmgg_ogr Qbservagioq; at thé sites we visited, that project direétors
gnd teaéhers Qere quite frequently iliiinformed about the precise 1earning
gains of project students and were uﬁable to produce written reports. Their
judgments about project success tended to be based not so much on measured
aghieveﬁents as on their professional opinion of the quality of the contractorisv
program or their impressions of student reactions. However, because éf the“’ :
necessity of reporting achievement outcoﬁes to the state department of education
under both California's GLAA and Michigan's Sectioﬁ 41 programs, we do have
reasonably good data for the performance-contract projects in those states for
1972-73 and 1973-74. These data will be supplemented by figures on other items

»

in our questionnaire and by information gathered in interviews during our site

.visits.
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General measurement considerations

In nearly all performance contracts, including those reported by 95 percent
of our questionnaire respondents and those at all but one of the sites we visited

(the exception being Grand Rapids' Target program), student learning gains —-

and hence contractors' payments -— have been measured by the difference between

scores on standardized tests administered at the beginhing and end of the contract
period. This practice has been criticized on the ground that standérdized
(pr_norm—referenced) tests do not adequately reflect a particular contractor's
instructional objectives. ~ Criterion-referenced tests are often suggested as
preferable alternatives, since they can be designed so that they do match a
given set of instructional abjectives. Yet mastery of these objectives is,
after all, only the means toward an end: Criterion-referenced tests may provide
valuable interim and supplementary information about a student's progress
through a learning program. But if the goal of a performance—tontract‘groject
ié to improve the student's abiiity to read, or to solve mathematical problems,
and not merely to have him or her learn what a contractor has chosen to teach,

then norm-referenced tests still seem to be the most persuasive method of

assessing attainment.
Another drawback of criterion-referenced tests is that, precisely because
they do match a specific set of instructional objectives, their scores cannot

be compared across different projects, complicating the problem of determining

1For further discussion of the role of criterion—referenced'tests in performance
contracts, see Lennon (1971) and Feldmesser [1972a]. For suggestions on combining

criterion-referenced and norm-referenced measures in the calculation of contractors'
payments, see Hentschke and Levine (1974).

&o




ERIC

Aruitoxt provided by Eic:

- 59 -

relativé.effectiveness. In'this connection, it is curious to note that, at the
eﬁd of the first year of the Section 41 program, the MDE recommended both the
increased use of criterion—referenced tests, "eventually replacing the norm-
referenced tests presently used for performance-based payment," and "increased
standardization of evaluation informatiom for each project" (Michigan Department
of Education, 1973, pp- 4-5). These goals would seem to be mutuaily cxclusive.
Perhaps the Départment believed they would be reconciled by carrying out
another of its recommendations, that '"each performance contract project's
performance objectives' be made more "comparable" to the "minimal performance
objectives" that were being drawn up by the Department itself. Actually, the
probable effect of carrying out this last recommendation would be to convert
the criterion—referenced tests into norm-referenced tests. In any case, as we
have noted, Grand Rapids has been the only district to use criterion-referenced
tests exclusively in the determination of incentive payments, and it is interesting
that the auditor suggested that the district may have set its objectives too
low (Education Turnkey Systems, [1974], p. 27), implying that they were below
some implicit norm. ‘

It is at once an advantage and a disadvantage of norm-referenced tests
that their scores can be expressed in grade-equivalent units.‘ A grade—equiValent
score is obtained‘by computing the mean raw Scor; of students at a given grade
level. Thus, if students at phe beginning of the fourth grade average 25 in
raw-score points on a given.test, then the score of 25 is said to have the
grade-equivalent value of 4.0 on that test. Test scores have rustomar ily been
converted into grade-equivalent units because of their apparent simplicity and

. .
ease of interpretation. In performance-contract projects, learning gains have

6/
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nearly always been expressed as the simple arithmetical difference between the
\\‘=
grade-equivalent scores on the pretest and the posttest or as th; grade-equivalent

3 M 1’,
gain in months for each month of ‘instruction in the program.

The problems in the use of grade-equivalent scores and score gains have
L S
been discussed in much of the literature on educational measurement (Angoff, 1971).
&

Most of them can be traced to two defective assumptions on which such scores
are based. First, grade-equivalent differences are not the same at all grade
levels. That is, the difference in 'reading skill" between an average
second-grader and an average third-grader, for example, is much greater than
the difference between an average eighth-grader and an average ninth-grader,

yet in both cases the difference is one grade-equivalent year. Because reading

skill improves less and less with age, the effect of using grade equivalents

is to overestimate the actual gains made by students (Tallmadge and Horst, 1974).
Second, achievement in a subject is not as smoothly related to grade placement
as the grade-eqnivalent score seems to suggest. Many sfudents exhibit a
tendehcy to regress in reading skills during the summer, thus scoring lower on

a test given in the fall than they would oﬁ the same test given in the préceding
spring. Test publishers gloss over this fact by smoothing growth curves from
one year to the next, so that there are no decreases in grade-equivalent scores
over the summer-(Tallmadge and Horst, 1974). Therresult is that two students
may make equal gains between fall and spring over a period of years, yet the
achievement level of one may be failing r?lative to that of the vilier because

of systematic differences in their experiences during the summers.

The use of grade equivalents may also have led to unrealistic expectations

of what performance contractors could accomplish. Some of the early optimism

658
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on this matter was based on the apparently spectacular gains that had been
produced by private firms in Job Corps and similar programs with the techniques
and ﬁaterials that were to be applied in the schools by these same companies.
But thesé gains were in grade—equivalgnt units, and such gains are easief to
achieve with adolescents and young adults than they are with young children
because, as we have pointed out, the difference in the skill level represented
b§ ﬁwo grade-equivalent scores is.smaller for older persons than for younger
ones. To assume that gains in grade equivalents achie;ed by young children

will be the same as the grade-equivalent gains achieved by adolescents using

the same instructional approach is to fall victim to the assumption that grade
equivalenté form a linear scale.

: Reasonable solutions to these problems are availablé. The proportion of
students scoring above some designated percentile could be used instead of the
grade eduivalen?. The minimum guarantee‘in both the reading and the mathematics
contracts in Qakland's GLAA prégram was that, at each grade level, the proportion
of students scoring above the national median (50th percentile) for that grade
level on the posttest would be two percentage points greater than the proportion
on the pretest (Emrich, 1974). There was a similar provision in the second and
third years of the Woodland contract. The GLAA requirement for retention
testing six months after the posttest was an effort to take summer iosses into
account. The resﬁlts of the first reﬁention tests varied fromJaGOut one~third
of students retaining tbeir 1972-73 gains in Oakland to virtually all sﬁudents
retaining théir 1972-73 gains in Southern Kern (California Departmént of

Educatlon, 1973), thus 111ustrat1ng the 1mportance of this type of measure.

Similar provisions could well be employed in future contracts.

69




Student achievement outcomes

Whatever may be said about their desirability, grade-equivalent scores
are all-we have to work with in evaluatingvachievement outcomes for most of

- -

the Michigan and California performance-contract projects. . Table 3.1;presents

the grade-equivalent gains for these projects during their first two years.

Because the number of months between pretest and posttest varied at different
. sites, all gains have been expressed in grade-equivalent months pef;month of

instruction between the two tests.

The data in Table 3.1 éhow that the gains in the California and Michigan

projects were generally one grade-equivalent month or more for each month of
instruction. This is about twice as great as the gains of the OEO experimental

students which were about 0.5 months in reading and 0.6 months in mathematics

i

(Garfinkel and Gramlich, 1972). Among the possible explanations are that both
v school districts and contractors had more t1me to plan and prepare for

installation of the California and Michigan programs than they did in the case
”~ ,

of the OEO experiment; and that they.could expect to be working together over

a longer period of time than just one year. However, the gains in 1973~74

"

'd
tended to be sbmewhat smaller than those in 1972-73, which would argue against

¢ither of those explanations. Other differences between the California and
Michigan programs and the OEO experiment are that, in the former, the districts
chose their own contractor and, when the contractor was a private firm, it was
often one that had been supplying materials or services tor the district before;
these circumstances might have made for better ‘working relationships than in

. N
the.OEO experiment, where contractors were assigned to school districts which

had no say in the matter and with which they were unfamiliar. On the other
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Table 3.1. Achievement Outcomes of Performance-Contract Projects

in State-Supported Programs in California and Michigan

Grade-equivalent months of -
gain per month of instruction

District Grades Contractor 1972-73 1973-74

CALIFORNIA
Oakland 1-6 {Webster/McGraw—Hill Reading 1.2 1.0
Behavioral Research Labs Math 1.1 1.1
Ontario-Montclair - 2-6 New Century . "{Reading 1.1 0.5
' . \Math 1.9 0.9
‘Pittsburg - 1-6 Behayioral Research Labszeadiné 1.5 1.32
\ Math 2L 1.5
Southern Kern . 5-6 American Learning Corps. Reading 3.2 1.9
Woodland : 1-6  Teachers ~ Reading 1.5 1.5
MICHIGAN _ '
Berkley 4-6  Oakland ISD Math b
Detroit 1-6 Intermarc Reading 0.9
Grand Rapids 1-6 Teachers Reading b C g
Math
Ingham County 3-9  Betti'kit - Reading - 1.4 d
Inkster 2-6 Behavioral Research Labs{Reading 1.1 1.0
Math 1.3 d
Menominee - 1-5 Teachers ‘ Math 1.9 1.3%
Sault Ste. Marie K-2 Newman Visual Reading - 1.6° 1.4%
Schoolcraft 1-12 Teachers 4 Reading
. Language arts( b 1.1
IMath
Wayne—Weétland’ K-6 Ross Learning jReading b 1.1
, : . | Math b 1.1
: aGa_in from spring 1973 to spring 1974 testing; all other gains are from fall to spring of the
“'same school year. :
bNo Section 41 contract. CUsed criterion-referenced tests only. dProgram turnkeyed.
®rirst grade only. R
Sources: - California Department of Education (1973, 1974): Michigan Department of Education
(1973); Education Turnkey Systems [1974}.
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hand, the superior gains in the California and Michigan programs ﬁay he in part
simply artifacts of theAkinds of students involved; in the OEO experiment, the
lowest-scoring -~ and therefore presumably the most difficult-to-teach —-
students were deliberately selected for participation, whereas no'such effort
was made in California or Michigan.

A judgment about whether the month-for-month gains in California and

Michigan have been greater than could be expected with these kinds of students

and in those instructional conditions would of course reqoire comparison with
the gains of similar students being tsught in similar conditions except for

the absence of a performance contract. Such data as we have give mixed results.
Only the Menominee project had a group of control students in anything like the
classical sense (random assignmenﬁ aside). There, s;udents in ten performance- )
contractlng classrooms achieved an average gain of 1.9 months per month of
instruction in 1972-73, while students in five other classrooms at the same

school achleved an average gain of Only 1.4 months (Michigan Department of
Education, 1973),.the dlfference in 1973—74 was quite simllar (Education

Turnkéy Systems, [1974]). 1In Detroit, end-of-year reading-test scores

obtained by students in the performance-contract school were compared with
end-of-year scores obtained by students in two other schools in the city that

used the same instructional materials; in 1973 the scores were virfuall& identical
at all three schools, but in 1974 the scores in the performaﬁ%eécontract school
were three to six months higher -in three of the four grades‘for which data

are reported (Milchus, 1974a). In Oakland, the grade-equivalent gains Ofi
students in the GLAA program were compared with the gains made, by students in

other Oakland schools which had been designated by the state as ""compensatory

il .
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education schools" (Emrich, 1974); the latter consistently showed gains that
were one to tﬁo months higher. It would obviously be unwarrented to draw any
general conclusions from these fragments of inadequate information. Itrshould
also be borne in mind that, as we have pointed ouo before, schools with
perfo;mance—contraot projects (and the schools with which they were compared)

were usually offering other kinds of special programs as well at the same time,

so that such differences as existed could not be attributed to performance

contracting alone in any case.

The student achievement data do not clearly indicate whether performance
contracting is more successful under some conditions than under others, either.

Contracts in smaller districts do seem to result in higher gains than those in
N

larger districts (mean gain of 1.8 months in Southern Kern, Woodland, Menominee,

and S;ult Ste. Marie, as against 1.1 months in Oakland and Detroit), but this
may be a function of the characteristics of students enrolled in large and

small districts rather than of the size of the district per se. Teacher
contracts do not appear to have brought gains that are conspicuously higher or
lower than those in private-firm contracts, and gains in reading and,mathematics
are about the same.

‘When asked about the long-run effects of oerformance contraoting in their
districts, about the same proportions of the respondénts to ouf questionnai;e
said that student achievement in the subjects of instruction covered by the
contract was now better than it had been before as said.that it was neither
better nor_worse (48 percent and 43 percent, respoctively). Because concern

has been expressed over the possible effects of performance contracting on

subjects of instruction not covered in the contract, we also asked about that,
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and the results were reassuring: only two percent said it was worse.
Interestingly, 17 percent said it was better (the rest of those'who answered
said it was neither better nor worse). These.responses are almost certainly
based on impressionistic observations rather than on systematic data. The
only study of the maﬁter that we know of was éoﬁducted ih Woodland, where the
performance contract was in reading but studénts took the mathematics sections
of thé payment test as well; the gains were approximately the same as those
which normally occur on this test. ‘The evaluator, who reported this information
to us during an interview; said his conclusion was that "math learning was not
suffering because of the proéram,” but he névertheless”felt,disappointed. He
had expected the scores to show more than usual gains, if oﬁly-because students
whose reading had impro&ed more than usual should have been able to ''read the

math test better!"

Student and teacher attitude outcomes

A few of the districts we visited had conducted studies of student or
teacher attitudes as part of their evalution of performance-contracting

projects. Twenty percent of the respondents to our questionnaire also said

\

_such studies.had been made. The studies no doubt varied considerably in

their.aims and in their rigor, But on the whole they fouﬁd favorable changes
toward the subject area on the part of students and positive attitudes.toward
;he contraéted program on the part of teachers.

in Menominee, a "Survey of School Attitudes: Math Scale' was administered
to students in the performance-contract and control classrooms in the fall and
again in the spring. Improvements in attitudes toward mathematics (which

X
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was the only subject covered by the Menominee contract) were larger for the
performance-contract group, but both groups showed substantial improvements.

A specific project objective in Inkster was that students in the

—_

contractor's program would average no less than the fourth stanine on subfactors
of the "Self Concept and Motivation Inventory," an instrument designed for
administration to young children. During the second yearyof the contract, the
evaluator gave tﬁis inventory to students in one school, and he found that
those in grades 2, 4, and 5 scored.”significantly above average' on both the

"motivation" and "

academic'" subscales. Since first—graders scored lower than
students in other grades, the evaluator inferred that "the self?concept and
motivation levels may bepartly due to interaction with the BRL program"
(Milchus, 1974b, p. D-3).

Most of the teachers we interviewed said éhey believed their students'
motivation and interest in school had improved as a result of the contractor's .
program. Some went so far as to say that some students were eager to learn
for the first time in their lives. Most of the teachers also'inaicated'support
for performance coﬁtracting as it had been implemented in their schools, even
though they might oppose it "in general" (perhaps beééuse of the positions
taken by the hational‘teachers' organizations).

Among the 25 questionnaire respondents who reported that the pérformanCe—

L]

contracted program in their district had been turnkeyed, about 60 percent

checked "teachers liked it" and "students liked it" as being among the most
important reasons, and more than 90 percent checked the reason, "Key people

beleived it had impfoved student motivation." On the other hand, 7 of the 12

respondents from districts where the program had not been turnkeyed said that




the belief that it had failed to improve student motivation was one of the
~most important reasons for the decision. (This answer was second in frequency
only to the nine answers that "Key people believed it had failed to increase
student achievement.'") Only four and two of them, respectively, said the
program had not been ;urnkeyed because teachers or students did not like it.
Among all respondents, about 30 percent reported that performance contracting
had brought a long-run improvement in student morale, and 20 percent, in
teacher morale; virtually all the rest'said that their districts were now
neither better off nor worse off in these respects. There did not seem to
be any characteristics of the contracts or the districts that were consistently

associated with improvements in morale.

Summary

Student learning in nearly all performance contracts has been measured with
norm~-referenced tests, and despite the criticisms that have been made of these
tests, they are probably still the most suitable instruments for the purpose.
Problems arising from the use of grade—equivalent';cores cén be overcome and
have been in some contracts. |

Grade—equivaleﬁt gains in the California and Michigan performance-contracting
programs.have been about twice as great as those in the OEO experiment, but the
reasons are not clear. While the difference may be related to differences in
the ways the projects were mounted or run, they may also be artifacts of the

types of students involved. The data do not permit confident statements ,to be

made about conditions that enhance the effectiveness of contracts in increasing

Q ' e
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gains. On the whole, however, the gains in California and Michigan have
been respectable and fairly consistent but not dramatically great. Data

on atittudes give some reason for Believing that student feelings about

- ¢

the subject matter covered by the performance contract had become more

favorable and that —— perhaps for that reason -- teachers had liked the

contracted programs.




CHAPTER 4: PERFORMANCE CONTRACTING, THE PRIVATE FIRM, AND EDUCATIONAL CHANGE
/ .

One of the virtues that has most often been attributed to performance
contracting is that it would serve as a "catalyst" to promote structural and
programmaticvchanges in the educational system. According to this view, echools
have become ponderous bureaucracies, boupd up in tradition and regulation,
resistant to fresh ideas from the ”outsi&é werld."' Among the reasons for this

situation, it is argued, are the financial costs and the political risks of

innovation, and the fact that the public-school system is, to a large degree,

a monopoly in its community, where its edgcational practices are unchallenged
by competing organizations (except for religious and independept schools, whose
appeal is limited to certain segments of the populatipn). By opening up the
system to the private seetor,‘through the mechanism of the marketplace, the

- performance contract would confer upon the schools the immediate benefits of
the inventiveness that has characterized the private firm; and once the
superiority of the newly introduced methods had been demonstrated, the schools
would find it easier to make changes ehereafter (see especially Lessinger, 1970).

If the new methods proved not to be superior, the cost of having tried them

would be low, because of the payment scheduleg and it would be '"the contractor

. . . , rather than the school, [that] 'failed'" and would have to take the
"political heat resulting from the experimentation” (Blaschke, 1971b, p. 52);
school personnel would therefore feel freer to try out new ideas. 1In this
chapter, we will censider the egtent to which these expectations have been borne

out.

1In its reliance upon the market mechanism, performance contracting is similar
to the concept of the '"educational voucher" (Center for the Study of Public
Policy, 1970), and thus much of what we have to say in this chapter and the next
is relevant to it as well. However, performance contracting is a more limited
"intrusion" of the market into education.
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Changes and non-changes

It seems accurate to say that, in many or even most of the schools where

5

. performance contracting has been tried, some enduring changes have indeed

oécurred. The clearest cases are the adoption of new instructional materials,
especially materials for use with low-achieving students; the adoption of
programs of individualized instruction; and ~ closely connected with the
latter —— the utilization of teachers' aides. These were frequently mentioned
to us or observed at the sites we visited, and the trends were corroborated by
our questionnaire: When asked about the long-run effects of performance
contracting, two-thirds of the respondents -- the highest proportion among the
32 areas we inﬁuired about —- said their district was now better off, "as a
result of" that experience, in the "instruction of students who are ét low levels
of achievement'"; and nearly as many said their district was now better off in
the individualizatioﬁ of instruction and in the use made of paraprdéessionals

or teachers' aides (57 and 60 percent,'respectively). Also mentioned often

both in the site-visit interviews and in the questionnaires, though somewhat
: J

- less so than the preceding three, were more receptive attitudes toward

experimentation on the part of both teachers and administrators, and a greater
acceptance of the concept of quantitative evaluation of instructional programs.
(Evidence for the latter is only indirect in the questionnaire, since it was not

included as an explicit item.)

~
~

2Many of these same tendencies toward change were noted by Carpenter-Huffman
and others (1974), pp. 81-82, 101, 136-137.
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While these changes would probably be universally regarded as desirable,
there was one other change which seems to have occurred fairly often at the

sites we visited but whose desirability would be more doubtful in the minds; of

many people. This is the use of "tangible" rewards for students. Severay"of

/
7
/

the programs conducted under performance contracts have used such’ rewards as

a motivational device; upon completion of an assigned task, or perhaps upon

/

completion at a specified level of accuracy, or sometimes for '"good béhavior,"

’

students were awarded booﬁs, ﬁoys, pencils and paper, movie tickets: restaurant
meals, a certain amount of time in a "free room" or "recreation Fﬁgm” supplied
with games or books,‘or a number of points that could later be tﬁrned in for
one of these or a wide range of other rewards. (We refer to them as "tangible"
in order to distinguish them‘from grades, gold stars, and verbal praise, which,
of course, have long been used B& teachers for motivational purposes.) It is
true that only 19 percent of the questionnaire respondents reported that the
contract program in their district employed "incentive payments for students
dependent upon their achievement," but judging from the site-visit interviews,
the practice had considerable staying power once it had been tried. In four

of the five districts where student rewards had been instituted under the
conﬁract program, they were still being used, even though the teachers had to

bear the costs themselves; in the fifth, Grand Rapids, the contract was still

in effect, but the teachers told us they were determined to continue with

student rewards when it was over. In Stockton, it was the only element in

the program that had been retained.

¢f. Carpenter-Huffman and others (1974), p. 82.

&0
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The more "structural' aspects of the educational system seem to have been
much less affected. The schools and school districts that we visited did not

1}

seem to be operating in any noticeably different ways ésna result of their
performance contracts, except for Grand Rapids, whiéﬁ was‘mgking extensivé use
of contracts with private firms (see chapter 2).!:At least 70 percent of the
questionnaire respondents said their disfrict was now neither better off nor
worse off in implementation of the principle of accountability or support for

it among administrators, teachers, or the community, and in the costs of

administration, the costs and cost-effectiveness of instruction, and practices

o in calculating the costs of instruction.

Even with respect to those changes that did take place, however,. several
qualifications must be made. One is that they seemed often to be restricted
to the particular schools, or even the classrooms, in which the pgrformance—
contracting program was installed, rather éhan spreading to other schools in
the district. Of the 25 questionnaire respondents who said the contnpctor's
program had been turnkeyed, only eight said it had been adopted "in some
classrooms where it had not been used under the contract," and only 5 said it
had been "adopted generally throughout the school system where it was
appropriate."4 The evidence from the sites visited was very much in the

same direction, again with the exception of Grand Rapids, and to a lesser

4The questionnaire item (no. 45) about the long-run effects of performance
contracting, the responses to which were cited earlier, did ask about changes
in "your district,'" but it is probable that many respondents did not make a
sharp distinction between changes in some schools and changes in the districts
as a whole -— and after all, if there had been changes in some schools, it

was reasonable to say that there had been change in "the district.”

Q ‘ E;j.
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extent of Norfolk. In some cases, this limited diffusion was due to the fact
that the program wés expensive (and the district may have had to pay for it
out of its own funds once the project had ended). In éther cases —-— notably
Gary, Hartford, Stockton, and Woodland -- it was apparently due to a feeling
of distaste toward performance contracting, and hence toward any program that
was introduced under its aegis, on the part of-nonparticipéting teachers,
either as a matter of principle or because of their éolleagues‘ experiences
with it. Several people in Gary told us that the entire community was ;ow

", little cooler toward innovations" than it had been before the altercation

over performance contracting there. Thus, the very mechanism that was used to

initiate a process of change was sometimes an obstacle to further change.

The performance contract as a "cause" of change

A second qualification is that the long-tun changes that occurred were
not always the direct result of the performan&é—contract project per se, OT
may have occurred despite it. Teachers sometimes‘came to feel that the
materials or methods they had used in the contract program were potentially
effective, even if they disapproved of performance contracting in principle or
resented the way in which it had been imposed upon them, and even if the
program's possible qualities were obscured by the conditions under which it
was implemented —- the late starts, the contractors' failure to have a
sufficient variety of materials or to have them ready on time, the incompetence
or insensitivity of some contractors' representatives, the chaos in test

administration. This is the experience that was reported to-us by teachers

in Gary and Stockton, and in a milder form in Inkster, and it evidently was

8<
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the experience in several of the OE0 private-contractor sites as well. The
. 7 ‘ . ,

teachers believed that, given more time to prepare and the freedom to supplement
the materials and modify the program in other ways (a freedom which the
contractors were often unwilling to give them), they could build upon such
experience as they had had during the contract year and make the program work,
wbatevér the test results might have shown.

- In one sense, it might be said that this is precisely th; way in which
performance contracting was supposed to work: Teachers w;uld be exposed to
new instructidhal_practices, in spite of themselves as it were, and they would

then adopt for continued use thcse which they felt could be effective.6 Another

interpretation, however, is that the lack of change in the school system may be

L'}

due not to hatituated resistance to change but to a scarcity of better programs.

It is odd that, in the search for explanations of this lack of change, one
hypothesis that seems not to have been ser%ously entertained is that teachers
have rarely been provided with anything that is reliably superior to what they‘
already have. Tﬁey may be more williﬁg than is usQally tﬁought to change their'
ways —— when they are offered improved ways. A teacher in Hartfofd told us,

[

"Teachers just want ideas and materials that work. They don't .¢are whether

5Of the 25 questionnaire respondents who said that the contractor's program

had been turnkeyed, only four reported that the program as adopted was ''virtually
identical" with what the contractor had used; 11 reported that "some modifications
were made,"” two that "major modjfications were made," and eight that '"individual
teachers made modifications of varying degree."

6This phrasing, though, glosses over the fact that propone;ts of performance
contracting contend that one of its prime virtues is its reliance upon’rigorous
measurement of results for proof of effectiveness rather than upon the "feelings"
of teachers. Gramlich and Koshel (1975, p. 50) comment upon the irony

"that- performance contracting, demafiding as it does that performance be measured
in hard quantitative ways, should appear to be most successful when evaluated

by a much softer and more .impressionistic standard." ‘

- 83
ERIC . .

Aruitoxt provided by Eic:




- 76 - ' , .

they get them from a private company or anywhere else." If this is true, it

might not be necessary to resort to performance contracting at all. Of course,

none of this suggests that present-day instruction cannot be improved on. It
suggests, rather, that not evefy change is an improvement, £hat educators
may sometimes be able to distinguish between change and iﬁpfovement, and that
we may not yet know how to make'improvemeﬁts in education thaﬁ.are consistently
great enqggh to be worth the costs that chénge inevitably entails.
~
A third qualification about the changes that followed on performance

contracting -- and one that reinforces what we have just said —— is that some

of them were "in the winqr and would have taken place, anyway. The instructional
contractors in Gafy;'in most of the Michigan Section 41 districts, and in several
of the California GLAA districts, had already been supplying -- to those districts
and others -- materiéls similar to those they used in their performance-contract
programs, but under more conventional arrangements. Moreover, there is no
R\» doubt that some schools altogether unaffected by performance contracting have
N )
nevertheless moved toward individualization\bfainstruction, utilization.of
" . classroom aides, and qdantitative evaluations. \bbyiously,ﬂwe have no data that

- would allow us to determine whether these changes have occurted more ffequently

or iasted longer in contracting schools than in noncoﬁtracting ones; but we.do

kﬁbw that, at several of the sites visited, change wag-dlready under way before

they ventured into a performance contract, and it would be more accurate to say

of them that the contract was an effect of the change than to say that it was
’

- a cause. Aside from specific changes, there was, in Gary, Grand Rapids, norfolk,
&

- ~ and Woodland, a person or group actively seeking an opportunity for change, or

-

the creation of a "climate for.change,” and the advent. of performance contracting

"

ERIC | | 81

Aruitoxt provided by Eic:




Aruitoxt provided by Eic:

- 77 -

merely provided the funds to make it possible or, as in Gary, ; dramatic impetué

fof it. At each place, it seems highly probable -- at some, we were told this

explicitly -- that the change would have been introduced even in the absence

of the performance—cohtracting vehicle, using sohe other source of funds such

as Title I or Title III. These observahighs give rise to two other hyhotheses-

about educational change which, like the one suggested above, are mundahe if

not simple-minded yet are often overlooked: Change is more likely.to take

place_and to endure (1) when extra funds are available to support it, and

(2) wheh someone at the local level is prepared to serve as a change advocate.
'There is a reverse side to this coin, too. A theme in some site-visit

interviews was that the district had agreed to enter into a performance contract

merely because it was a éupplemental source of funds for a financially

hard-pressed school s?stem. In these districts -- Hartford, Stockton, and

Inkster are the clearest examples —- the concept of performance contracting,

and the particular program innovations that might come with the contract, were

largely matters of indifference to the local decisionmakers. They neéded the

money, and any respectable source would do. The assistant project director in

Hartford told us that the performance contract there had been 'one of a lot of

programs goingron that . . . were just ways of bringing in federal money."\

"

In Inkster, Section 41 funds were used as "consolation'" for schools that had™>

not received %itle I money. The teachers in Woodland told us that, to them,

q
the really important part‘of the performance contract was the operating budget,
not the relatlvely small amounts of incentive payments that mlght be earned.

The program development specialist in Grand Rapids, asked whether the teachers

thére were '"'coming forward more frequently with ideas for things that they
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wanted to do" since performance contracting had begun, replied:
. . i - s

s .

.
Yes. Two million dollars in Title I money made a difference. A million  ——
dollars of Chapter 3 state money made a~»difference. Title III of ESEA
made a difference. Funds had never been there before to experiment in
educatione . . . I'm sure that if we looked into the history of school
districts, a lot of teachers had a lot of ideas, but there was no
money to implement them.’

- . , . , , , . ,
Referencé to the financing of innovation brings to mind the claim that

performance contracting is a low-cost way of experimenting with new programs,

. : S~ ; - )
since a school pays less for those that are not successful. Our data do not

<

bermit a convincing test of this?claim. However, in one district, Inkster, the
contractfor managed to combine the usual performance guarantees with flat>fee

_ . . ,
services for an additional number of students, the net result being that' the
company was able to receive close to the maximum payment specified id the

H ) - -~
contract almost irrespective of the achievements of the "guaranteed' students.

v

The most meticulous study that has been made of the OEO experiment concludes

- that, because of the payment adjustmeﬁts that had to be made for students who

entered the programs late ér eﬁited them early,_;nd for teachers' strikes, lack
of proper test scores, and other ‘complexities, the contractorsjactually ended
up getting much more than they would have earned on the basis of measured
studént gains alone (Gramlich and Kosﬁel, 1975, p. 60). Thus, this

supposed advantage of performance contracting may not have bgen realized in

practice.

/

7When askéd about the reasons why their district had entered into a performance
contract,, one-third of the questionnaire respondents cited as "one of the most
important: reasons that "funds were available for performance contracting that
couldn't be used for anything else.” However, it must be added that other reasons .
were more frequently reported as being among the most important: 55 percent checked
the answer, 'Principle of paying according to student: achievement might lead to
higher levels of achievement"; 43 percent, '"Performance contracting would stimulate
thinking about new ways of doing things'"; and 36 percent, ''Performance contract
would promote principle or comcept of accountability.”

56
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It is true, nevertheless, that performance contracting aé it has typically
beep gonducpgd probably appears to the local district to be a low-cost method
of experi§>nta£ion, simpiy because in most cases the costs have been paid not
out of 1oca11y raised funds but by some outside source — OEO, Title I or iII
of ESEA, or the state performaﬁce—contracting appropriations in California
and ﬁich}gan. As one administrator in Norfoikvsaid, thé materials provided by
the -contractor were quite expensive, but 'not while Uncle was payiné f@r tﬁem.”
It hardly needs to be pointed out that this same 'advantage' attaches to . any
externally‘supported program, not only to.performance contracting. When:ﬁoffolk

 ex£ended Ets contracted'program into chér schools;~the costs were paid with
Title I money.

“The argument that performance contracting involves low political risk,
because the contractor rather than the school system's own ﬁersonnel would
take the blame for an ineffective program, can only be called meretricious.
It wou1d>normally be expected that the teachers Or administratbrs in a school
system would select the contractor themselves --— and this is in fact what
happened in all cases except for the OEO experiment, which cannot be regarded
as typical in this respect —- and they would therefore bear as much responsibility
for the results &f its program as they do for the other instructioqal programs
they decide to use. Furthermore, few if any instructional programs are ''teacher—
proof'; their outcomes depend in part on how they are implemented by the
classroom teacher. In.every district we visited -- even Hartford, which had

been one of the OEQ sites, and Gary, where the superintendent and school board

engaged a contractor for the Banwtker school without consulting its staff —-

183 .

the teachers treated the contractor's program as if it were their own and seemed

- 87




- 80 -

to’try their beét to make it work.8- There was no évidence that either they or
the adhinistrators had tried, or were preparing to, disassoéiate themselves
from the program in case it failed -- nor is it likely that the public would
have permittgd them to.

On the other hand, opponents of performance contracting have pointed to
its possible politi:al liabilities, in the form of concern over unconscionable
profit-making tactics that some contractors might use, of illegal contract

provisions, and of teachers' fears that their jobs might be jeopardized. The

most spectacular cases in point, of course, are Texarkana and Gary. On the

whoie, thodgh, performance contracting does not séém to have generated a great
deal of’political controversy. Tﬁere had béen no citizen opposition to the
principle at any of the sites we visited. There had been no oréanized teacher
opPositiop, eithef, except in Gary and, to a lesser extent; Stockton, and in
both those places, it subsided without lasting damage. In Inkster and Mgéé, it
was reported to us that representatives of the national teachers' organizétions
had brought pressure to bear on the local teachers to reject pafticipationrin
the performance-contract project, but the pressure Bad no effect.

Amoﬁg the questionnaire respondents, none said that either parents or the
school board was generally opposed to performance contracting. While 14 percent
said that teachers in the district were "somewhat opposed" and two percent that
they were "strongly opposed,' 19 percent said they were "strongly favorable"
and. another 19 percent that they were ”modérately favorable'; the rest said that

teachers were ''meither favorable nor opposed," had '"sharply d@&faring attitudes,"

-

-

[ P ¥ —

gcf. Carpenter-Huf fman and others (1974), p. 150: '"In general . . . we believe

it difficult to attribute any important adverse outcomes to resistance by teachers.
Those involved in the programs supported them well in general, despite whatever
misgivings they might have had." i
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' Two-thirds of the respondents said

or '"did not make their attitude known.'
that ”no serious disputes" had occurred in carrying out the provisions of the
cont?aé;. Interestingly enough, more of the disputes that did occur were over

the calculation of the contractor's payments (15 percent of fhe‘gngogdents)

than over any other single issue. Concerning one aspect of performanée contracting

that has provoked particular anxiety, 88 percent of the respondents said there

had been "no indication that the contractor had included test items in his

-

1

instructional program.'" All in all, the political implications of performance

contracting appear to be neither favorable nor unfavorable.

The advantages of the private firm

Whegher or not it waé a lo&—cost or low-risk way of introducing change,
performance contracting would still be a valuable device if it brought to thé
schools whate&er advantages private firms might have. The contractors
themselvés,vof course, including the representatives we interviewed, claimed
that their companies could make important and unique contributions to education,
chiefly in the form of techniques for the individualization of instruction.
Even -- or perhaps especially -- in those districts that had already begun to
move in that direction, school administrators seemed to agree. Juaging from
their actions as well as their words, administrators apparently believed that
private firms had made great strides in the development and "packaging'" of an
individualized approach — diagnosis of the student's needs, prescription ot
1earning tasks, use of technical equipment, in-service training of teachers,
and procedures for managing the formidable task of systematic record-keeping

that is required if each student is to be given materials appropriate to his

1
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or her "learning sgyle" and day~to-day progress. Moreover, they evidently felt
that, precisely because this technology was unconventional, an "outsider" would
be in a better position to introduce it than would fhe district's own teachers.
Among our quéstionnaire respondents, 31 percent gave, as "one of the most
important reasons" why théir’dist;ict had entered into‘a‘performance contract,
that iL was "easier for [a] private firm to introduce new, instructional
technology than for local teachers to do so,'" and 26 percept that a "private

firm might be better able to take a 'systems' approach to instruction"; and

69 percent said that their contractor's program had included the '"use of

distinctive equipment (tape cassettes, audio-visual devices, computer
terminals, etc.)." L

There may well have been some justification for these beliefs, since
private firms had beén unencumbered by educational tradition and probably had
had greater resources at their disposal. As events turned out, at least some
o1 the companies had exaggerated their readiness to apply the technology of
individualization in the setting of a public-school classroom. The superintendent
in Gary conceded that his "assumption that BRL had a paékage of materials all
ready to go [was] terribly wrong," and we heard similar statements at other sites,
as well as complaints that company representatives had had liftle experience

. . L . 9 . .
in teaching, especially in inner-—city schools: The companies and some of theiw

. .
)Ihe project director in Hartford told us: "The contractor complained . that
he didn't have good conditions for teaching here; kids were ringing the fire
,larms sometimes 20 or 30 times a day, and a couple of smoke bombs were thrown
- == but I told the contractor that those were the cbnditions that our teachers
were working under all the time, Why should it be/different for him?"
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defenders may also quite possibly have exaggerated the instructional
effectiveness of the technology; at least at its present stage of development
(see chapter 3). Neverthéless, as we have noted, teachers who first became
acquainted with it during their performance-contracting experience were often

gratified at what it enabled them to do and continued to work with it after the

contractor hadrleft.lo

P .

Another advantage that the private firm may have had as an "outsider'" was
that it could engage in some practices that might be awkward if teachers were
to engage in them on their own initiative. The chief example of this is the
use of tangible ;ewérds for students. The assistant superintendent in Grand
Rapids has said (quoted in Asbell, 1972, p. 60):

Philoséphically and ideologically, the reward system [for students]
is the biggest problem we've had. That 's one value of having private

companies in. It gives us a chance to try something that we might be
hanged for if we tried. When a& company does it, it doesn't seem as bad.

Why "it doesn't seem as bad" when a private company” gives tangible rewards to

students is not altogether clear. Indeed, in Mesa and Stockton, student rewards

'

were introduced by the teachers while they were serving as contractors in the

3

1OIn fact, some of the credit for whatever ei.ectiveness the technology may
have displayed must go to the teachers who tried to remedy its deficiencies.

In Norfolk, some of them 'bootlegged" supplementary materials into the program;
in Grand Rapids, several of the early private contractors turned to the teachers
for help "in refining their own systems'"; in Gary, the teachers at Banneker
cooperated with BRL to produce what was virtually a new program. Gramlich and
Koshel (1975, p. 72), observing that students in the OEO experimental

groups did as well as those in the control groups, suggest that, "given all the
problems that were encountered .in the first [year], one might even consider it
remarkable that inexperienced private firms did as well as the experienced

regular classroom teachers in such a short time." This comment overlooks the
fact that, in most caseés, the programs of the private firms were being
implemented by '"'the experienced regular classroom teachers.' Nearly two-thirds

of our questionnaire respondents said that the teachers for the performance-
contracting program were ''drawn from among personnel already employed by the
district." N
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OEO "incentives-only" sites; and there and elsewhere, many teachers continued
to use them after the contract had ended, as we pointed out above, without
repercussions. We shall explofe this subject further in the next chapter.

“ A third advantage that has been alleged for the private.firm is that

it would be able to .respond more quickly to the immediate needs of the
classroom Situation, since it was not ”constra%ned by regulations, procedures,
custom, etc." (Blaschke, 1971, p. 135), such aé those that.hamper the regular
teachers. As one administrator has put it, the company 'can circumvent the
district's procurement red tape" (Carpenter-Huffman and others, 1974, p. 155).
A number of examples of this responsiveness and flexibility were given to us
during the site-visit interviews.

But we élso‘found some contrary evidence. The teachers at the Banneker
schooi in Gary said that, during the first year of the performance contract
there, they were unable to provide even obviously needea supplementa}y
materials, because the BRL project manager was determined to prove the worth
of the company's own program. The teachers in Norfolk said they were also
discouraged from using additional materials for the same reason; though they
did so, anyway. The teachérs in Grand Rapids encountered a similar problem
but offered a somewhat different explanation: The company wanted its program
carried out without modification "because it worked well at the last school
where it was tried.'" In Hartford,‘a teacher told us that, whenever he asked
the contractor for help, "they'd look it up first to see if the contract
required them to give it.'" At several sites, we were told that working with a
private fi;m sometimes slowed things up, because the firm's representatives

were not always on hand and yet insisted on approving all major instructional

11$ee also Mecklenburger and Wilson (1971), p. 592.
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decisions. A contractor's representative himself complained to us of the
schools' unrealistic expectation that "we could deliver materials overnight.'
In Gilroy, California, where the contractor was Westinghouse Learning Centers,

One administrator said that in dedling with Westinghouse the

school found it difficult to make the changes that all participants

. . felt would be beneficial to the program. He ventured the
opinion that WLC's structure locked the concern intc a framework
that sometimes prevented implementation of logical solutions to
problems because WLC felt that it was necessary to "stick to the
agreement.' For example, early in the 1970-71 program, both the
on-site manager and the program teachers wanted to change the class
sizes. There was a long time lag Before the switch was made because
the decision had to be made at a central level rather than on the
site. (Carpenter-Huffman and others, 1974, pp. 136-137.)

Thus, it needs to be recognized that private companies, particularly the
larger ones, are bureaucracies, too, and have their own restraining interests

and their own kinds of red tape.
J

Even if the private firms were more flexible and responsive than teachers
could be, a question may be raised as to whether they’shOuld be. On the one
hand, the legal and administrative regulations that govern, &.g8., the
purchase of materials, were presumably enacted out of the public's interest
in controlling the use made of public funds and, more broadly, in controlling
eduéational policy. To the extent that a private firm is spending public

funds and managing an instructional program in the Public schools, as it is

in a performance contract, it would seem proper thgt these regulations should

- apply to it as much as to teachers. (It may'be noFed that only seven percent

of our questionnaire respondents said that one of 'the most important reasons
why their districts entered into a performance contract was that a "private
firm would have more freedom to operate than local teachers would.") On the

other hand, insofar as the regulations may have been elaborated beyond what
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is really necessary and have become "red tape' in the worst sense of the term,
there is no reason why teachers should be subjected to them any more than a
private fi{m; unnecessary regulations ought not be imposed on anyone. It may
well be that teachers could work more effectively if, consonant with their:

professional status, they were given wider discretion in the use of educational

funds than they now'enjoy.

Summary /
The sti&ulation of change was supposed to be one of the major functions
of performance contracting, and several important changes have indeed been
attendant upon it —— most notably, new materials for the instruction of
low-achieving students, individualization of instruction, utilization of
teachers' aides, greater receptivity toward exberimentation, emphasis upon
quantitative evaluation of programs, and the employment of tangible rewérds for
" students. However, these chénges in the contracting schools do not seem to
have triggered a general process‘of change in the district as a whole, and it
may have been performance contracting itself which prevented that. Furthermqre,
the changes may not have been caused by performanée contracting, or not by it
alone; and if they were brought about at low cost to the district, it may have
been the state and federal treasuries rather than the private éontractor that
paid;the extra costs of experimentation. Performance contracting neither
reduced nor increased the political risks of innovation, and the fact that it
brought private firms intQ eﬁucation was not always a cleér—;ut advantage.
Insofar as performance contracting did produce change, some elements of

1
“the concept which were apparently responsible could probably be separated
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from it if that were desirable on other grounds. To ﬁut it differently, there
are "functional sﬁbstitutes” for some of its change-stimulating properties.
One might well be simply the development of instructional programs which are
substantially and reliably sﬁperior-to those presently available -- a course
of action which is obviously desirable in any event. Another would be to
increase the sums of money at the disposal of schools and school districts
for experimentation -- e.g., through more ample funding of the various titles
of ESEA, which in fact actually made possible some of the changes that have
accompanied performance contracting -- and to free teacﬁers from whatever
unnecessary regulations may currently hamper them in the use of this money.
Still, when all is said and done, it does appear that private firms
have had —— and may again have -= important contributions to make to public
education, and perhaps the incentives of a payment schedule are the most
serviceable mechanism for obtaining them. Also, two of the changes that have
taken place in conjunction with'performance contracting seem to be more closely
connected to the very nature of the concept and thus perhaps to lack functional
substitutes that would be equally effective. Quantitative evaluation is
intrinsic to performance contracting because of the need for precise measuremert
of legrning gains in order to determine the contractor's payments. Tangibie
rewards for students are not logically necesggry to performance contracting
buf, as we have explained (see chapter 1), they are a natural extension of the
concept. All of these questions involve issues of the effectiveness and |
wisdom of monetary incentives in education, too, and we will consider them at

greater length in the next chapter.
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CHAPTER 5: MONETARY INCENTIVES AS MOTIVES IN EDUCATION

>

The distinctive feature of the performance contract is its payment schedule:
the provision that the contractor's fee Qill vary according to the measured
vamount of learning phat'students acquired while in the contractor's program.

We shall refer to this provisiog as the "incentive principle,' or 'payment by
results.“ Its purpose was to furnish an incentive to a contractor == vhether
it was a private firm or a group of'teachefs -- that w0u1d-induce.it to put

forth maximum effort. It was evidently the most attractive aspect of performance

contracting: That the "principle of paying according to student achievement
might lead to higher levels of achievement' w2 éited by 55 percent of our
questionﬁaire respondents as being one of the most important reasons why their
distrigf entered into a performance contract -- a higher proportion than cited

any other single reason.

s

Monetary incentives of private firms

We made many inquiries about the effects of the incentive provision on the
behavior of the private contractors Or their representatives, seeking to learn

exactly how it influenced their actions. The unanimous opinion —-— of

administrators, teachers, project directors, and contractors' representatives ——
was that it had had no effect at all. The GLAA coordinator in California, for

example, said,

When these companies come into a district, they have a package . . .
and it's no different when they offer the package under Title I or
some other funding from what it is under guaranteed learning.
The assistant superintendent in Norfolk expressed the belief that the contractor

for the Virginia project had been chosen because its representatives were

primarily interested in "oetting good materials into the schools"; the rival
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company was rejected because it was perceived as being "a slick merchandiser."
He added, significantly, that the contractor's behavior "was.not basically T
different from that of a textbook publisher or a producer of audio-visual
materials." None of the teachers we spoke to had detected any acfions of the
contractor that they thought arose out of its desire to increase incentive
payments. In short, it was universally agreed that the private firms acted
just as they would have if they were receiving a fixed fee for their services
&ithout regard to student achievements.1 o

" There seem to be several explanétions for this. Contrary to expectations,
it was not payment by results that drew the privéte'firﬁs intBﬂperformaﬁce
contracting in the first place. Theiﬁhree contractogs' representatives whom we
interviewed said, ratﬁer; that thei? companf‘ggmain'ﬁotive had been to gain
"exposure,' "visibility," or "stature and image" for their instructioﬁal
programs.2 Thus, they were not concefneaxﬁith the company's earnings on any
one peffbrmance—contract project so much as with familiarizing teachers and

.

the educational community generally with their instructional capabilities,

presumably in the belief that further sales of their programs would follow,

1See also Mecklenburger and Wilson (1971), p. 590, and Gramlich and ‘Koshel
(1975), pp. 54-58. The latter do suggest the possibility that BRL may

have taught only reading and mathematics in the first few months of the Banneker
project because those were the only subjects it was being paid for, although it
was responsible under the contract for instruction in all subjects. They add,
however: 'Conceivably BRL could merely have been slow in developing and
implementing its instructional programs'" in subjects other than reading and
mathematics, and our interviews strongly supported that view. As far as

the OEO experiment is concerned, they conclude that "there is no evidence .
suggesting that the specific incentives of the . . . contracts had any effects."

2For a similar statement on the part of another company's project manager, see
Mecklenburger and Wilson (1971), p. 590. ' ‘
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whether on a ”guaranteed” basis or not. Many school adm;ﬁistrators and teachers
perceived the companies' behavior in the same way. Seve;al people in Gary, for
example, told us they thought BRL was using the Banneker project to promote

its materials, by brlnglng ;n visitors and sending-the progect manager out to
make speeches. The companies may well have believed that they would make more
money from multiple sales of their programs than from payment-by-results
contracts, and that payment by results was not likely to a long-lasting praetice
in any case. This.might heip accoﬁnt for the fact that the companies were
apparently willing to promise unrealistically high learning gains in their

’

performance contracts.

)

A second explanatlon for the apparent ineffectiveness of the incentive
principle is that the incentive payments were to be paid to the contractor,
-while the actual instruction was being conducted by the teachers who, as we
have noted, were in most cases the school district's regular teachers.
Understandably enough, the teachers were not moved by prospects of greater
profits for the conerecting company; they made their -instructional decisions
on whatever grounds they had used in the past, and sometimes were even resentful
if e contractor's representétive or project manager intervened or attempted to
"give advice."

It might be thOught‘that, if this were so, payment by results would have
greater force either where the company applied it to the teachers, eaying them .
bonuses in accordance with their students' achievements, or where the teachers
were themselves the contractor. We will return to this subject shortly; for
now, we will 81mply observe that only 14 percent of our questionnaire respondents

said that "incentive payments for teachers dependent upon student achievements"

were part of the contractor's program in their district.
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vMore generally and more fundamentally, performance contracting probably
ascribes more power to monetary incentives than they actually have. At the
very least, their efficacy as motivators for human behavior has been seriously
questioned, even outside of education. iOne comprehensive review of monetary
incéntives in industry conclﬁded -- in 1966, well before the advent of
performance contracting‘fitthat the "evidence in éupport‘of money as a
generalized conditioned reinforcer is, at best, limited and inconclusive"
(Opsahl and Dunnette, 1966, p. 129). The point is not that workers are
indifférent to the monetary coﬁsequgnces of their behavior, but that their
behavior is also influenced —-- and sometiﬁes predominantly so —— by other
factors.v Prominent among these are the nature of the worker's peer group and
his status and role in the group, factors.whose importé%qe has been noted at
least since the famous Hawthorne studies of 50 years ago. If the principle
S of mdhetary incentivés is the heart of performance contracting, then the

performance contract may be an idea whose time had already passed before it

was introduced to education.’

Perhaps, indeed, it never arrived. It is difficult to think of any

>

company that ever sold its products or" services at a price that varied with the

results obtained by the buyer. The product guarantee, which was presumably

the. analogue for the ''guaranteed learning' of the performance contract, is a

much coarser device than payment by results. The automobile manufacturer, for

example, offers to correct defects that show up before a certain number of

miles and that can be clearly attributed to him, but it has never been suggested

that he is entitled to higher prices from owners who drive their cars for more

miles than are specified in the guarantee. One wonders why that coneépt should
LI

be applied to the sale of educational products or services.

o o | <
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Payment by results in educdtion

*

Both the practicality and the efficacy of monetary incentives are even more
dubious in education than they are in industry. First, the results of effort
in industry can be reasonably well measured in the form of physical pfoducts;
yet even there, as Yordon (1971, p. 5) has pointéd out, '""The fact that less than

.

half of the employees in manufacturing are paid on the basis of piece rates —
suggests that business firms have not found it feasible to measure manufactuging
output in a manﬁer‘reliable.enough“ to warrané that form of payment by results.
In education, of course, measurement of the output — i.e., student gains in
learning -- is even less pfecise; a subject we have discussed in chaptér 3.
Second, educatiopél outputs are produced not by a physical but by a sdcial
process, and they are.therefore affected by many variables -- such as students'

attendance at, entry into, and departhre.from the instructional program —— that

are not easily controlled by the contractor as their "producer.'" Settlement of

- many performance centracts was long delayed by disputes over the adjustments in

* payment to be made on account of these variables, for which the contractors

disclaimed any responsibility. The picture conjured up: by Gramlich and Koshel
(1975, p. 63) is bound to give one pause:

. . . the difficulty that OEO, with its large program and legal staff,
has had in reaching agreements with the contractors [about final
payments] raises the specter of school boards around the country’
tied up in endless litigation with educational contractors, paying
large sums in legal fees, and probably eventually being forced to

o make quite expensive settlements.

On the other hand, efforts to cover all contingencies in advance bring their
own difficulties. . In Michigan, each contract went through three successive
critiques, an expensive and time-consuming process. Contract negotiations

could seriously delay the start of a program; a report on the Norfolk project
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noted that that had happened there and added the wry comment, "It may be said
that performance contracting would be greatly improved by the elimination of
the contract" (Norfolk City Schools, 1971, p. 2).

It is in anticipation of these and related problems that school boards
are usually advised to engage the services not only of an external evaluator who
will measure gains in a disinteresfed fashion, but also o% an educational
auditor to verify the calculation of payments, and of a.management supﬁort group
to help araw up the contract and make the final settlement3 —— but these
arrangements of course add to the cost and complexity of performance contracting
(Levine and Uttal, 1973). Moreo§er, it should be borne in mind that the vast
majority of performance contracts have been restricted to the subjects of -
reading and mathematics, where measurement techniques are most widely accepted
and reliable, and have included relatively small numbers of stﬁdents (of the
62 different contracts reported by our questionnaire respondents, 57 involved
fewer than 1000 students).

Thirdly, the links between daily actions and ultimate outcomes are far
more obscure in education than theyare in industrial production. Neither a
contractor nor a teacher can know with certainty fust what will maximizehthe
Iearning of a particular child in a particulaf situation on a given day; and
if that is so, the ﬁower of aqmonetary incentive to induce either of them to
take the "right" action is obviously limited. Likert's observation is pertinent
to this point. Even though he contends that "[t]here is clear-cut evidence that
. + . direct pressure for prodﬁctivity can achieve, typically, s}gnificant

increases in production if the operations are highly functionalized and if

standard procedures have been established," he adds that "Direct pressure for

3Nearly half of the questionnaire respondents said their district had hired an
educational auditor, and more than 40 percent a management support group. An’
auditor was required by OEO and by the Michigan program, though in the latter

the functions of auditor and management support were combined in the same

organization. i@_ﬁ_
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increased performance does not seem to yield even short-run improvement in
jobs, such as conducting research, which have not been or cannot be highly

functionalized and standardized" (Likert, 1970, p. 214). Teaching is clearly

in the same category of non-standardized work with the conduct of research.

ineffective in education apply with equal force to those cases in which a

group of teachers served as the contractor. And indeed, as with the private

'.

.contractors, we foul d little evidence that the behavior of teacher-contractors

was changed by the prospect of greater income for greater student gains. Our

inquiries to the teachers about this were generally met with amusement, or

“with remarks to the effect that "if we knew any way of increasing student learning,

we would certainly have used it, whether it meant more money or not!" Nor was
there any sign that teacher-contractors wereAimpelled by the monetary incentive
te make efforts they would not have made otherwise to seek out methods of
instruction they had not tried before. The only exception to these generalizations
was the opinion voiced by two teachers in Mesa, who said that "some teachers
were working harder" because of the incentive; but even they asserted that it
had not affected them. While these statements from the teachers méy be regarded
as self-serving, they were convincing to us, and they were not contradicted by
anyone else we’interviewed.

Furthermore, performance contracting by teachers differs fundamentally from
performanee contracting by private firms, in ways that make it still less likely

that incentive payments for teachers could be effective in increasing student

41t is worth adducing Likert's further comment that, even where short-run increases
can be brought about by direct pressure, they "are obtained at a substantial and
serious cost to the organization,'" in.the form of lowered morale and reduced
interest in the work, which will eventually result in diminished productivity .
(Likert, 1970, p. 214).
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learning. Teaching is a profession, and one of the defining characteristics
éf the professional role is that it is "other—oriented" ~-- i.e., the
professional is expected to put the iﬁterests of‘his client ahead of his ownm,
whenever there is a conflict between them. 'As Kadish (1968, p. 162) has
phrased it, the relationship-between the professional and those he‘serves is

l."5 In the case of the teacher, what this means

"fiduciary rather than commercia
is that he or she is expected to act so as to maximize léarning and other
educational outcomes for the student, "whether it means more money or not.' That
is, while it 'is socially legitimate for a private compaﬁy to treat instruction

as a profit-making venture, a teacher's behavior is not supposed to be

influenced by its monetary consequences. The suspicion that a priva#e contractor

was (or would be) so influenced was one of the main reasons why teachers were

often uneasy about performance contracts with private firms. "They just don't

' have the same commitment to the kids that we have' was the way it was often

expreésed.

It is congruent with this role-orientation that, at all of the teacher-
contracting sites we visited, the incentive payments did not depend on the
achievements of the students in an individual teacher's class, or were not made
to individual teachers at all. At three of the sites —-- Crand Rapids, Menominee,
and Woodland -- the incentive paymen;s were put into an account to be used for
instructional purposes. This was also done in one of the experimental schools
in Mesa. In the other three experimental schools in Mesa, and in both of the
experimental schools in Stockton, the incentive payments were received by thé

teachers personally, but the amounts were calculated as 'shares" of the total

5Another characteristic of the professional role is that its activities consist
not of routinized procedures but of the application of the general principles in
a specialized and more or less technical field of knowledge to the specifics of
a particular situation -- in other words, it is non-standardized work. ‘
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payments earned by all the teachers in the school. In Stockton, for example,
each teacher's share depended only on the number of classes he or, she had
taught in the program, regardless of the learning gains in each class. Even

at that, the Stockton teachers, during our interview, engaged in some rather

»

sheepish bantering about thg payments each had received, insisted. that they

did not remember the amounts,, and evinced no desire to continue with the
arrangement. At the only site, Hartford, ‘here a private contractor offered
incentive payments to the teachers, it was agreed that the money would be

paid to the school and fteachers could use it for the benefit of the school's
students." This is not to say that the teachers were indifferent to the amounts
of the incentives because the money did not inure to their personal benefit.

As the project director at the Whitehead school in Woodland said, "'The teachers
do benefit or suffer" from incentive payments made to the school: larger
payments enable them to acquire more materials or to have more help ffom aides
and so make the teachers' work more pleasant and satisfying.

Neith;r does:ﬁhe other—orignted nature of the teacher's role mean that
every individual teacher, as a person, is a paragon of altruism. However, to
the extent that a teacher ig_motivﬁted by considerations of monetary gain,
incentive payments are apt to bexineffective in increasing student achievements,
anyway. A teacher's work is distinguished from that of other professionals
(e.g., engineers) in that its product, student learning, depends to an
important degree on the quality of the interaction between professional and
client —— i.e., teacher and studeﬁt. “The element of this interaction that is

decisive for its success is that the student accept the legitimacy of the

teacher's demands,*and this acceptance in turn rests upon the student's belief
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that the teacher is acting out of conéern for the student's welfare. As
Spady- (1974) has said, in the culmination of a carefully de§eloped line of
reasoning, ﬁPerhaps the most imporﬁant component of the teacher's repertory of
abilities . . . is the capacity to establish a sense of rapport with students

by caring about them as individuals . . . ." This rapport is sure to be

damaged by a feeling on the part of students that their teacher regards them as

instruments for his or her own monetary gain. Of course, if there were no
conflict between the teacher's concern for his students' welfare and his
concern for his own income, there would be no problem ~- but in that case,
neither would there be any point to offering monetary incentives to teacheré.6

Conversely, a teachef may very well be motivated by the anticipated
outcomes of his work for the learning achievements of his students without
regard to the monetary payments that may follow. This is, of course, an
expression of other-orientation, and we found a number of instances of it

s

during our interviews. For example, the consultant for evaluation in Woodland
said of the teachers at the Whitehéad school, i

When I would ‘go up there to present the score analysis, they were
really sweating it out. But that wasn't because of the money; they
just wanted those scores to go up so bad. ‘

6It would obviously be absurd to conclude that teachers would be willing to work
without receiving any income at all. In fact, it should be added that the weight
of the evidence is that higher salaries for teachers do generally lead to higher
performance by students, though it is not clear exactly what attributes of teachers
are "bought" with these higher salaries (Spady, 1973). But what is necessary to
attract competent people into a job and hold them there (whatever "competent'" may
mean in the present instance) is not necessarily what will motivate them to perform
well once they are on the job. Concerning this difference, see Deci (1972), who
also presents data in support of "cognitive evaluation theory," suggesting that
payments contingent upon performance may actually decrease the intrinsic

motivation for high productivity, even among nonprofessionals.
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In this respect,\;he importance of the performance contract -- wﬁether with
a group of teachers or a private firm -— may be that it does call attention
fto the measured learning gains-of students. The head of the tgachers'
organization in Grand Rapids said that, as a result of the experience with
per formance contracting there, "A whole school started centering around those
reading programs as opposed to [centering] around the physical plant or the
bus schedule or what have you." 1In a similar vein, the project director in
Stockton said that ''the fact that the teéchers were in the spotlight is what
really made the difference." This publicity lends a kind of forcefulness to
the expectation of_other—orientatioﬂ that it might not otherwise have. As
Whitehead's principal said,

. « . the staff's'public commitment to .certain objectives is an

important part of performance contracting; their objectives are

out there where everyone can see them, and a lot of people will

be watching to see if they reach them . . . their reputation is

on the line.

Interestingly enough,‘many of the diffi;ulties in the wéy of paYing for
results in education do not”apply to the pracﬁice of giving students tangible
rewards for their achievemeﬁts; The "produétion” expected of the studeﬁt is
his or her own learning, not that of an;ther person, and is thus more directly
under his or her own ﬁontrol. Moreover, it is almost in the very-nature of
the young to be self-orientéd rather than other-oriented, and also to have a
time perspective in which the future value oftlearning has little intrinsic
present meaﬁingf "ﬁgtrinsic” rewards for increaséd iearning may therefore

© ’
be highly effective with students. As we pointed out earlier, they have long

been used, in such forms as grades and gold stars._7 All that is involved,

7The very fact that these rewards are extrinsic rather than intrinsic has provoked
_criticism of their use, for reasons which are, upon analysis, not very defensible
>  (Feldmesser, 1972b). A succinct response to this criticism was made by the project
manager of one of the private-firm performance contracts in Grand Rapids (quoted
in Mecklenburger and Wilson, 1971, p. 593): "We hear from people that the'kid
Q should want to §ucceed. Well, goddamn it, yeah, he should. But he dOesn'&}"l.
E l(j The project manager's argqment was, quite reasonably, that extrinsic rewards

| ammsmm 'get him starped.'? ' 106
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then, is their transformation, in paft, into recreational time and facilities,
or money; or the kinds of things that money can buy —:7a transformation which
should enhance their effectiveness with the low-income students who are the
fargets of most performance—contracting projects. There would still be the
problem of measuring learning gains for the purpose of determining the amount
of the rewards, but this can be handled in a way that is not feasible with
adults -- viz.; keeping the ma#imum reward‘relatively small (for elementary;

school children, certainly less than $50 a year or its equivalent), so that

measurement error would not have dire consequences. In any case, the teachers

in those districts where student rewards were tried -- Grand Rapids, Hartford,
Mesa, Norfolk, and Stockton -- were generally enthusiastic about the results,

especially in making students more interested in their studies; even those who
had misgivings admitted that "they worked." That seems like a clue that ought

not be ignored.

Summary and comments

The incentive principle as embodied in the payment schedule of performance
contracts seeﬁs not to have been an outstandingly effecpi&e way of eliciting
maximum effort from contractors, whether private firms or groups of teachers,
énd there are sound reasons why. Private firms were more interested in

increasing sales volume than they were in increasing their profits through

payments by results. Even in private enterprise, money may be a less powerful

motivator than is sometimes thought, and its effectiveness in education is

. 4

'y -

§F6r further aiscussion, see Cohen and Filipczak (1971) and Effrat, Feldman,
and Sapolsky (1971). - .
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still more questionable because of the problems in measuring outpuﬁ and the
many difficult—to—control variables that intervene bétween the application of
resources and efférttannghe eventual results in learning. Where teachers were
the contractors, individual incentive'payments were incompatible with their
professional role. Perhaps the most important aspect of the payﬁent schedule
was the heightened emphasis it gave to meésured studant learning.

Again, functional substitutes may be p}oposed for accomplishing the
ef fort-maximizing objective of pgrformance contracts., One is ﬁhe simple device
of fixed-fee contracts: purchases of a private firm's materials or sérvices
at a specified fee that is independent of the student achievemepts that méy
result. This is, of course, already a vefy common arrangement; in the purchase
of eVerything from textbooks to floor wax. What is being suggested here is
its extension into such areas as record-keeping and other equipmenF for ,
individualized instruction, diagnostic testing, consultant help or in-service
. training for teachers, or whatever else a school may find it more desirable to

—v/
obtain from "outside" than from its own resources (Stucker and Hall, 1971).

There is every reason to believe that private firms &ould be more than willing
to enter into fixed-fee contracts. This was the superintgndent's belief about
BRL in Gary; and as we were told in both Michigafi and California, most private
éerformance—contracting companies are also providing programs to school districts

under fixed-fee contracts, and for most of them their performance contracts are

in fact but a small part of their business. The advantage of the fixed—-fee

contract is that it avoids many of the anxieties and complications that arise °

when large sums of money ride on the measurement of learning gains.

RIC - WS '
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Yet fixed-fee contracting aoes have an importanf incentive element, in
that companies will presumably compete for séles'—— as they do now — and
the greatest profits‘will govto those gompanies whose materials or services
are most often bought. ‘Grand Rapids has'used‘fixed—fee contracté for ,;
instructional services far mdré than any of the other districts we vigited:
the program development specialist there remarked, "After all, they'fe
profit-making comﬁanies, and if they don't do a good job, then they*re not
going to be here. That's enough incentive . . ." He added, by way of
illustration:

The competition is really sométhing between Plan and Westinghouse and

Learning Unlimited. It gets to be kind of fun around March, when

they're all in there marketing.

If the views of the company representatives whoﬁ we interviewed are any guide,
the prospect of larger sales volume would actually be a gréater incengave than
the payment provisions of performance contracts have been. All of this is
entirely familiar: We are mere1§ describing the way in which the free-market
economy is supposed to work. |

There is no reason why fixed-fee contrécts should be written only with
private firms. A school or district ought to have thérwidest possibleArange

L s

of options. Universities and other nonprofit-seeking organizations may also
[ ¢ :
!

-

9It is thus difficult to understand the statement. by Carpenter—-Huffman and
others (1974, p. 154) that, because of the demise of performance contracting,
"a mechanism that will make the educational marketplace more generally
competitive remains to be discovered.'" It hardly needs to be added that the
free-market economy does not always-work the way it is supposéd to —- but its

‘failureg would not affect fixed-fee conftracting any more than they would

affect performance contracting.

w
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have valuable services to offer (indeed, a number of districts engaged
individual faculty members to conduct the evaluation for their performance

contracts); so may a group of teachers in another school, dn the same or

“ .

another district, where a particular program has already been tried out. In
. 4 .

the latter ‘case, the fee would be paid to the school, and it is hard to imagine
s a better incentive for schools to experiment with new programs and for districts

to encourage such” experimentation —% not merely because of the additional incomfe
. g5 y
- N

it would bring but also, and perhaps primarily, because of the public recognition

-

of their success which would be implied. This seems to be the direction in

which Michigan's ection 41 program is heading, with the édoption of the Sault

N

Ste. Marie and Menomiqsg programs as 'models'" for other districts. A school's .

taculty, or some part ofjit, ought even be able to propose a fixed-fee contract

>

for itself; this would be tanﬁamoupt to .applying for money to the innovation

fund of a district, a device which we alluded to in the previous chapter.

“

\
In fact,. there might be considerable benefit from merely allocating small
4

. ‘J :
amounts of discretionary funds to teachers without a contract, so that they could

have some of the same flexibiiity in meeting immediate needs that private firms
weré alleged to have (cf. . Carpenter-Huffman and others, 1974, p. 155).
bl .

(-4
Admittedly, there is potential for abuse in all of these arrangements, but
4 : )

~
. -
R - .

}OGrand Rapids exemplifies many of these possibilities. It has entered into a
contract with Western Michigan University for the joint operation of a Center

for Educational Studies to conduct research in the district, and its Office of
Curriculum Planning and Evaluation is authorized to contract out fox evaluation..
studies it cannot staff itself. Part’'of its Section 41 contract was that the
teachers at the Henry and Sigsbee schools would prepare, at a fixed fee of ’

K $3,000, a_ manual on their Project Target for use by other teachers. A group /

) of teachers at Central High School entered into a contract with the districg

to develop a reading program for' their school. The district placed one principal
on half-time so that he could serve as a consultant to other schools that were
installing a program (originally privately contricted) that /had operated J -
successfully in his school, and the district provides to other districts the
computer services needed for the individuali%ed learning. systems of two

i

private contractors. : - . /
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the risk is no greater than that wﬁich is entailed in performance contracts,
while on the other hand they have the virtue of treating teachers like
professionals and thus of increasing the likelihood thaththey will conform
to‘the expectations of the professional role.

For both motivating teachers and calling public attention to measured .

‘student performance, a fupctional substitute would be a formal accountability

program, in which explicit and measurable learning objectives are drawn up

and published and tests are administered to determine the extent to which the
objectives have been met, but without attéching any monetary consequences to

the. results. This kind .of feedback information ﬁight well serve as an incentive
in itself (Lipe and Jung, 1971); but invadditibn,rpublication 6f the objectives
would confer upon them the status of a moral obligation for teachers, and
publication of the results would begin to givé’the community a means of evaluating
the success of its school system in terms of student outcemes rather th;n of
resource inputs (Wynne, 1971). At the same timé, separating ﬁest scores from
monetary payments woulq not only be Sgnsistent with ﬁhe expectation that teachers
behave like professionals but would also permit public discussion of the scores,
and of theAexplanations for them, without entangling them in the issue of how

much money is to be paid for them, and would help avoid the inferences that the

scores are the only criteria to be considered in evaluation and the the measuremept

of student learning is as precise as the counting of dollars and cents.

The only residue of payment by results that seems to emerge from our

’

analysis as a valid concept is the practice of offering students tangible

v

rewards for their learning achievements. There does not appear to be any

equally effective functional substitute for it; on the contrary, it is itself

a functional substitute for the less effective student incentives that have been
used so far. There are many questions associated with it, but it does seem worth
further exploration; we shall discuss some of the directions this might ‘take in

the last chapter.

131 | .
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CHAPTER 6: CONCLUSIONS AND RECOMMENDATIONS

»

* V Pérgormance contracting has had a brief life span. Fom sﬁall‘beginnings
in- 1969, it reached its peak of popularity -- aﬁd a ratherlmodest pé;kiat that
—— in 1970, and tben abruptlyvdeclined. It survives now in only a dozen
districts in California and Michigan, under state programs that were enacted
du%ing its palmier days. The Califﬁrnia program will very 1ikely’expire this
year, and while there may be sdmé’flickers of performance-contracting activity
in Michigan for a few more years, they, too, will probably die out in the not
very distagt future. : 7

Some of the reasons for its early demise are adventitious. It was

probably oversold to begin with, and that had several consequences. Many_»»

prdjects"were rushed into being before contractors and school districtslwefé

ready, before there was_fime for full communication and consultation with all‘

concerned (especially tﬁe teachers who were involved), and before contract

provisions had been carefully thought‘through. There was inevitable disappointment

when the learning gains were not as gréat as had been pro;ised. Many educators
 suspected that performance contraéting was just another "gimmickﬁ whosebreal

virtues were less than its advertised ones.

‘But if all this had not happenéd,‘there wduld still be ample grounds for
doubt® about the mer;ts of p?rformance contracting as an educational straﬁeg&.
‘Even where it was‘tried under more fav?rable circumstapces, the 1é;rning gains
it has prodqced have not been markedly greater than those produced by other
methods. Its ability to stimulate educational change has been questionable;

its supposed advantages in reducing the costs and risks of innovation are largely

illusory, and many performance-contract projects have merely been ways of
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funding changes that were already in the making. The performance contract itself
has proven to be a clumsy device, necessitating the diversion of energies into
the dfafting of compliéated provisions and the negotiation of post—contract
settlements. Most important, performance contracting is based on an

assumption that is less sound than it may have seemed and that is especially
inappropriate in education: the assumption that,the effort contractors would
make to attain an odtcome:was directly proportional to the amount of money

théy would receive for attaining it.

Hence, our.first recommendation is:

1. It would be neither desirable nor possible to revive performance

contracting on a large scale.

On the other hand, a performance contract might be quite useful in some

.

circumstances. The decision about whether it is must ultdimately be made by the

school board, administrators, teachers, and citizenry who are best acquainted

'

with those circumstances. In some communities, it may be a path-breaking step

T

firm or teachers' group may want one as a dramatic way of calling attention to

- ) . e o - N . e
its program or capabilities. Hence, our second recommendation is:

2, If a school districtl wishes to engage in a performance contract, it

should not be prohibited from doing so, and it should be able to use

federal, state, or local funds for the;puggpse.

lThroughout'these recommendations, ‘"school district” should be understood to
mean the local decisionmaking unit, which in some cases may be a particular
school.

i

| o 1i3

toward heightened emphasis on the measured performance of students,_or_a~pyivate.'/~
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In those cases where a district does decide to enter into a performance
contract, experience has indicated that it should be guided by the following

principles:

2.1, Ample time should be allowed for preparation of the project;

The teachers and administrators in the trial schools — ingluéing those who
will not be involved in implementing the program as well as those who will --
should be fully consulted from the outsét, and ;heir professional’ judgment
should be a major factor in selection of the contractor. It should not be
taken for granted that the contractor has a fully developed program; both the
quality and the quantity of aterials should be carefully examined. Other
aspects of the proposed>brogram, such as the use of student rewards, should
also be studied for their accebtability, as should the particular provisiogs

of the contract. A district need not feel constrained to utilize a contractor's
total "package"; it should be free to select those elements it considers most
effective and suitable (with, of course, the contractor's advice about the

2 ' .
possible consequences). Any necessary refurbishing of classrooms (for example,
to accommodate the contractor's equipment)'should be *done well in advance, and
there should be a clear understanding about who will"bay the costs. Arrangements

for in-service training should be made. All of these preparations should be

completed before the close of the school year preceding the one in which the

" project is to begin.

2.2. Consideration should be given to contracting with a group of

local teachers, the incentive payments being made to the

schopls in which they are working.

The advantages of contracting with teachers over contracting with private

firms are (a) it ensures that decisions-about program implementation are made

,
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on professional ‘rather than financial grounds, (b) it is a sign-of the community's
- confidence in its teachers, (c) it helps bring a school staff together for the

exchange of information and ideas, (d) it facilitates the turnkey process, and

(e) it allows the incentive payments to be added to the schools' resources

rather than going 'outside. However, a school's staff may not always be

"ready" for this kind of venture. The principal of Woodland's Whitehead school,
which has had a teachers' contract strongly supported by the staff, expressed
these cautions:

A staff that goes into performance contracting has to have a lot of
confidence in itself”—- enough to be pretty sure of what they're
doing, enough to be willing to take some risks and to face the
possibility that they may make a lot of mistakes and may even fall
flat on their faces. And they have to be able to endure the whole
thing without attacking each other when things go wrong. And the staff
’ ‘needs to have administrative and public support for that confidence;
e they have to know they're valued and appreciated and won 't be jumped
on for every mistake.
Tt hardly needs to be said that such conditions will not be found everywhere,
or that a coﬁmunity ought not impose a performance contract on a group of

unwilling teachers. It should be pointed out, too, that we found no evidence

that contracts with teachers were consiscently more (or less) successful, in

terms of spudent achievements, than those with private firms. In any case,

the selection of a‘contractor should in tﬁe last analysis rest on a judgment

of the quality of the proposed program and Qf the degree to whichbit meets the
perceiﬁed needs. In soma cases,.it may be poésible to have both a teacher-
contracted and a privately'contracted project and to compare their effectiveness.
Paying teacher incentives to the schools is more congruent with\the professional

role than is paying'them to teachers individually, and avoids any implication of

-

"merit pay."

Q . ' 115
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2.3. The centfact should run for two or three years.
X 7 -
Repeatedly we were told that one year was not a long enough period of time

for proper evaluation of .a program. This is a plausible proposition even when

‘projects are begun more smoothly and with better preparation than many of them
have been. It is unreasonable to require that a decisién.about turnkeying
a program be made before even one year's results are évailable, and two or
three years would be a sounder basis for the decision. Formative evaluation
should be conductéd at intervals during the life of the contract, so that
difficulties can be spotted and corrected, and accordingly, thé contract

~ should include provisions for renegotiation and termination when they are

desirable. Whenever possible, the final or summative evaluation should be
in longitudinal terms -- e.g., the incentive payments for a program begun with
fourth-graders should depend on the performaﬁce of the sixth—gradérs two

years later.

2.4. The contraét should be as simple as possible.

The point of this recommendation is to minimize the time and energy
devoted to writing the contract and negotiating the post-contract settlement.
Among the ways of simplifying contracts are these:

2.4.1. The payment schedule should be an all-or-nothing one

rather than one involving varying payments for varying

amounts of gain.

2.4.2, The incentive payments should be based entirely on

scores on norm-referenced tests rather than using o

criterion-referenced tests.

Stating gains in small amounts not only leads to undue complications

in calculating payments; it also gives an unwarranted impression of the precision
“of the measures. As for criterion-referenced tests, they are not readily

available; and while they may measure a student's mastery of the contractor's

Q@  objectives (and so may be useful indicators in a formative evaluation),

ERIC 116




- 109 -

S A .
the score on a norm-referenced test remains the best measure of a student's

achievements in the subject matter, which are the tFue aim of instructional
programsf As a technilal mattef; scores should be expressed in proportions of
students exceeding the test-publisher's norm:for their grade, to avoid the

use of grade—equivélent scores. Thus, combining tﬁeseﬁtwo recommendations, a
paymenf schedule might call for a specified fee to be paid if 60 percent of
the students score above the norm at the end of the contract period, éﬁd no
fee would be paid if that figure were not reached. If this seems like too
stringent a demand to make of a cbntfactor,'a compromise would be to pay a
fixed fee for operating costs, regardless of student achievements (see
recommendation 3 below), and to add the incentive payments to ;his fee when

it is earned.

2.4.3. There should be no provisions permitting adjustments of

payments for student absences or other routine occurrences,

or claims for such adjustments should be explicifly

precluded.

;

Contractors should be expected to operate under the normal conditions
- of the school and to be realistic about what they can accoﬁplish under those
conditions. This should include instructing stpdents in the school's normal
form of organization; basing payments on selected students within classrooms,
for example, should not be tolerated.

2.4.4, There should be no need for an auditor or a management

support group.

The district should have sufficient confidence in its evaluator to be
able to dispense with verification of his work; and if it feels unable to handle

the project without the help of a managément support group, it probably should

o | 117
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not enter into a performance contract at all. In cases of disputes, the
contract could call for binding arbitration by the state departmént of
educatioé{ An independent evaluator probably would be desirable, for the

sake of public credibility for the results, but the evaluator should be expected
to conduct formative as well as summative evaluation and also to assist
‘teachers in improving their own evaluation techniques.

2.5. Before entering into a performance contract, the school district

should give careful consideration to alternative ways of

achieving its goals. ¢I B

L2

7

These altgxnatives«hgze been discussed in previous chapters, and we will

recapitulate and expand upon them in the recommendations that follow.

3. School districts should be encouraged to make greater use of the

instructional programs and services of private firms and other

"external" organizations tbrough the medium of fixed-fee contracts.

A fixed-fee contract --— i.e., one in which the payments are stated in
advance and do not depend on measurements of student performance —-- would
enable a school district to take advantage of whatever instructional
improvements may have been made iﬂ the private sector, and of whatever
benefits ﬁay flow from the presence of an "outsider," but without the
anxieties and complications arising out of a payment schedule, and hence
without the need for an auditor and for special management Support services.
It would also avoid the misleadingvimplication of performance contracts that
the measurement of learning is as precise as the counting of dollars and cents.
It does, howeﬁer, retain an important element of incentive, in the form of

competition among companies for contract volume. Indeed, this competitiveness

ERIC | 138
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could be heightened, and even wider resources could be drawﬁ on, by 6pening

up the possibility of fixed-fee contracts not only to privgpe firms but to
nonprofit-seeking organizations such as univérsities, other school districts,
and schools in other districts; or there could even be contracts between two
schools in the same district. A fixed-fee contract could still contain a goal
for student aghievement, but as a statement of intent rather than being tied
to contract payments, and evaluation could (and should) be conductéd to
determine the degree to which the goal was reached, thus helping to serve
aﬁother function of»performance contracts —-— calling measurements of learning
to public attention: Many of the recommendations we have made with respect to
performance contracts should also be applied to fixed~fee contracts: ample
time for preparation of the project; consideration to be given to a contract
with the district's own teachers; a contract period of two or three years,
with formative as well as summative evaluation and with provisions for

renegotiation and termination; and simplicity of pfbvisions.

4. Districts should make available, to their schools and teachers, funds

for experimentation and innovation, and discretiona;y funds for meeting

immediate needs.

This would make it more possible than it is now for school staffs themselves
to do one of the most iImportant things that performance contracts were supposed
to do —--~ stimulate change in the educational system. A grant of innovation funds
to a staff or a group of teachers (or even to an individual teacher) should
be based on a proposal and should be made in the form of a fixea-fee contract,
as described in recommendation 3, including especially a requirement for careful

K

evaluatfon. In those (probably numerous) cases in which a district is unable
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to provide'adequate support for local innovations out of its own funds, its
resources might be supplemented by grants for this éurpbée from state oOr
federal agencies.2 An alternative.would be for‘the district to join a regional
consortium of districts that would pool their funds. Evéry district, however,
should be able to make available to its professioﬁal staff smail amounts of
discretionary funds to be used at the staff's discretion, without a contract
and without unnecessaryvencumbering regulations. This would givé to the staff
itself the kind of flexible responsiveness that was supposed to be one of the
main advantages of private firms. There is potential for abuse in this
arrangement, but if a district does not have sufficient trust in its staff to
allow that risk, ﬁhen it hés problems that will not be solved -- or may even

be exacerbated -- by a contract with a private firm.

5. Districts should initiate formal programs of accountability.

There is now an extensive literature on educational accountability, and
we can hardly review it here. In the context of the present study, the
functions of. an accountability program would be to accomplish some of the goals
that performance contracting was supposéd to accomplish -- making the student-

learning objectives of the professional staff explicit and public and

-

2This resembles the intent of Title III of ESEA, over the success of which there
has been considerable controversy. This is not the place to review that
controversy, much less to settle it; all we can say is that (a) statements of
measurable objectives, accompanied by careful evaluation, might help; and (b)
what Title III hasn't accomplished, performance contracting won't accomplish,
elther.
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emphasizing. the importance of measuring the attainment of those objectives

.role ag a professional, it would be well not to attach any monetary
~consequences to the program at all (for the design of such a program,

.- , : .
.gee McDonald and others, 1972). This would free public discussion of
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-— but, again, withbut the apparatus .of the payment schedule. Indeed, in

keeping with what we have found about performance contracts where teachers '~

a

were the contractor and with what we have said in previous recommendations,
<t

-

and consistent with our emphasis on the characteristics of the teacher's

student achievements, and of the explanations fo6r them, frcm the entangling

issue of how much money is to be paid for them; it would help avoid the

inference that achievement scores are the oniy things that really matter;

and it would reinforce the message that the measurement of student learning
is far from precise. Development of an accountability program is complex

and time-consuming; another role for state and federal agencies, therefore,

v

would be to provide districts with supplementary resources for this purpose.-

o«
L

6. Experimentation should be stimulated in the use of tangible rewards

to students for their learning achievements.

0f all the forms of payment by results, this one emerges as having the
most vaiidity or at least the most prohise. By "tangible'" rewards we mean those
that are valued by students for their own sake, as distinct from réwards
such as grades which are valued only by students who are already concerned
about éheir schoolwork. The studéqt is more nearly in control,of his own
learning than is any other person, yet because he is young, the value of

what he is learning may not be apparent to him; hence, "extrinsic' rewards

could be highly effective in increasing his effort. AQ\Ehe same time, the

‘ g o |




Aruitoxt provided by Eic:

'ERIC

Z 114 -

inconsisteﬁcy of payment by results with a profesSional role obviously is
irrelevant to the student's role. Although student rewards were by no means
universal in the performance contracts at the sites we visited, we did find
that teachers who had used them were uniformly impressed by their effects

in motivating students to take an interest in their studies, and that
teachers had continued to use them after the.performance—contracting
projects had enﬁed, even when they had to pay for them out of'their own
pockets.

Extrapqlating from our interview data, we can suggest a few guidelines
for the use of tangible rewards to students for their learning achievements.
A wide variety of réwards should be employed, to suit the characteristics of
different kinds of students and different sorts of situations. The rewards
should be relatively modest, so that the desire to earn them will not create
excessive pressures and the failure to earn them (which may sometimes be

due simply to measurement error) will not have dire consequences. They

- should be noncompetitive, in the sense that the amount of one student's

rewards should not depend on the amount of another's (except in the case of
collective rewards). In order to discourage students from artificially
depressing their "pretest' score (or whatever measure may be used as the
basis of expectation fér later achievements), the same score should be used
both as the basis for determining the amount of the reward and as the basis
fbr setting the achievement level expected in the future.
But it is more important toO stress that there are many questions

surrounding this practice, and they should be thoroughly explored in an

-

experimental framework before urging that it be widely utilized. Some of
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the general fssues have been dealt with in the research on motivation, wgieh
, S . . . .
," L

-, of course should be brought to bear on the design and conduct of the

AN

experiments. Among the specific questions that need to be answered are: o
I B}
(a) What are :the. types and magnitudes of rewards that would be optimally
L;/ - ‘
‘\\\gffective for various Rinds of students and of learning situations?

) : (b) What is the optimal periodicity of rewards for student's of various

ages or cther char;Ateristics? (c) To what extent should the "payment

[y .2

. ~— schedule" be Fformalized, as‘in a contract, and to what extent should the

ten be at the discretion of the teacher? (d) How are rewards to

ESE

it

oA reward sys

-"be given for subjects in which accomplishment'is harder to measure than

-

it is in reading and mathematics, or what might be the effects of offering

nc rewards in tHose subjects? {e) What are the likely long-run as well as

=

short-run effects en student attitudés? (Fer,a’teview of some‘pertinent
» , .

studies, see Lipe and Jung, 1971.) ‘ o

It might be;thought thatithehobjections of parents te "bribing studeuis
to:learn" would present ;n 1nsuperebie obstacle. ‘We belieVe there are

.

answers to thesf objections that would be'sufficient:to persuade many
parents to a&cept the experiments. it is suggestive that there were no
serious parental objections® to student rewards in any of the districts
we visited where they were tried. Nevertheless, it goes without saying that
experimentation withlthe idea should ptoceed only in districts wheke the

informed consent of the community has been obtained. ~ This would not b1as

the experimental results in a way that had practical,import, since only

such districts would be likely to implement the practié; of student rewards,

anyway.
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7. 1f there is to be further experimentation with performance contracting,

it should be in the framework of a thoughtfully conceived design that

permits comparison between performance contracting and its functional o

alternatives. ' /.

Perhaps the most unfortunate consequence of the nation's experience
with performance contracting has been the concrlbutlon it made to the
disrepute of large-scale experimentation in education. But the need for
educational improvement is great, and a carefully designed series of
experiments, initiated afrer préparation adequate to Wake the results
meaningful,'may yot make amends. .It may be futile, or too late, to _ -
include performance contracting in them; if so, there is still much to : &
beAlearned from studies of fixed-fee contracts. innovation and discretion;ry

funds for teachers, programs of accountability, and tangible rewards for

students, and from comparisons among the various forms they might take.

The search for better ways of helping students learn must -not cease.
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QUESTIONNAIRE ON PERFORMANCE CONTRACTING

1. First of all, we would like to know something about the history of
performance contracting in your district. How many separate performance
- contracts has your district entered into (including any that may be in
effect this year)?

Number of separate contracts

2.- On the other side of this page, please give the following information
about each contract, starting with the earliest one and proceeding to
the current or most recent one:

(a) The school year during wh ch the contract was in effect.

§)) The name and type of the organization which contracted to do
the 1nstruct10n -- the instructional contractor" or the
"jearning systems contractor.”" Under "type' of organization,
write P if the instructional contractor was a private firm,
T if it was a local teachers' group, or O if it was some
other kind of organization.

(c) The principal source of funds for the contract, This may be
shown as OEO (Office of Economic Opportunity), ESEA--Title I,
ESEA--Title III, ESEA--Title VIII, Model Cities, other federal
funds, state funds, or local funds. If funding was received
in approximately ‘equal’ amounts from two or more sources, show
_each one.

(d) The maximum total payment which the instructional contractor
could have received under the contract for its services in your
district, regardless of the amount it actually did receive.

(e) The total number of students who received instruction in the
contractor's program.
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Most. of the remaining quéstions deal with one specific performance contract

in your district. If your district has had just one contract, then of course
your answers should refer to that contract. If your district has had more
than one contract, then choose the one most recently in effect, excluding any
that may be in effect during the current year. If your district had more than
one contract in effect during the most recent year, then choose the one that -
involved the largest number of students. -

3. In the space below, write the number of the contract to which your
answers will refer, using the number that was given to that contract

in the left-hand column of question 2.

Contract number

Now please answer these questions about that specific contract.

4. Below is a list of reasons why school districts have entered into 2
' performance contract. - How important was each of these reasons in
your district? Circle a number to the left of each reason.

Circle 1 if it was one of the most important reasons.

Circle 2 if it was a reason but not one of the most imporﬁant.

Circle 3 if it was not a reason at all.

.1 2 3 Principle of paying according'to student achievement might lead

to higher levels of achievement. g

1 2 3 Principle of paying according to student 2chicvement might lead

to reduced instructional costs.

1 2 3 Principle of paying aécOrding to student achievement might lead
to greater cost-effectiveness (higher achievement per unit of cost)

1 2 3 Easier for private firm to introduce new instructional technology
than for local teachers to do sc.

1 2 3 Private firm might be better able to take a "systems' approach
to instruction.

1 2 3 Private firm might be better able to work with students of
disadvantaged background.

1 2 3 Private firm would have more freedom to operate than local
teachers would.

1 2 3 District had had good experience with previous performance contract.

1.4
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1 2 3 Local teachers' group wanted to have a performance-contract
arrangement with school district. v

1 2 3 Funds were available for performance contracting that couldn't.
be used for anything else.. ‘-

1 2 3 Performance contract was a low-risk way of finding out whethér a
particular instructional program would be effective. A

1 2 3 Performance contracting would stimulate thinking about new
ways of doing ‘things, ‘

1 2 3 Performance contract would promote principie or concept of
atcountability. o .

District wanted to participate in performance contract as an

1 2 3
experiment of national significance. _ R
1 Other important reason:
5. . What subjects of instruction were included in the contract, and what

were ghe grade levels of students receiving instruction in each subject?
Put aﬁ X 1in the space before each subject of instruction included in
the contract, and then write in the grade level(s) of the students
Yeceiving the instruction. '

Subject of instruction Grade level(s)

a. _Reading
b. Mathematics

c. Cilier subject:

d. Other subject:
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6. Which of the following characteristics described all or nearly all
of the students who received instruction under the contract? Put
an X on the blank to the left’of each characteristic that was
actually true of all or nearly all of the students (regardless of
whether or not students had been selected for that characteristic).

-

Came from low—incope families

Came from middle-income families

Were black

Were Spanish-speaking ’ /
Were members.of various minority groups

Were white

~Had records of low achievement

Had records of middle or high achievement
Had test scores indicating low ability
Had test scores indicating middle or high ability

- Other characteristics that were true of all or nearly all of
the students receiving instruction under the contract:

<3
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7. To what extent did the following people participate iQ making the decision
to enter into the performance contract? Put an X in the appropriate space
for each individual or group. " .
-~ Plajed major Played minor |Played no part
; pdrt in decision|part in decision| in deécision
a. School board ;;ﬂ N ‘ L,
b. Supérintendent of schools .:m . :
Ca Building principal(s) .
d. Other admimistrative L to- ‘
personnel in the district #
e. Teachers : T v .
f. farents . . s
g. Students \k~%.’// : .
1 o
h. State \{g\partment of \ ﬁﬂ u
educatiqu L
) RPN . . o
i.  Others: : p;ZQQ
: . ' ' - N
8. To what extent did the following people participate in the Qianning of
the contract provisigns? Put an X in thetrappropriate space for each
individual or group. )
- [
X : \X Played major Played minor; Played no part
* art in planning!part in plapnine! in planning
a. School board , ‘ ‘ - ’ ) o
b.  Superintendent of schools r?— >
- — L3 T -
c. Building principal(s) , '
d. Other administrative .
personnel in the district
SO
e. Teachers
f. Parents
g. Students
h. §hasg.dgpartment of
i; Funding agency
j. .Instructional contractor
k Management support group

Testing or evaluation
organization

Others:




10.
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During the time that the contract was under consideration in your
district, what were the attitudes of the school board, the teachers,
and the parents toward it? Check one answer for each.

a. School board b. Teachers c. Parents

| ) ,Strongly favorable
Moderately favorable.
S;mewhat opposed
Strongly opposed

Neither favorable nor opposed

P Sharply differing attitudes
\ ’ ) among different individuals

Did not make their attitude
known

Which of the following considerations played an important part in the
selection of the instructional contractor? Check each consideration
that was important in the selection.

a. ______ Amount of learning gain guaranpeed/
b. __ Favorableness of payment schedule to school district
c. ;;_;__Wiliingness to employ local teachers
d. __ Quality of methods 6r materials o
e. ___ General reputation ’, _ .
£. _____ Record of previous aqcomplishmenté
g. . Competence of personnel
9 h. __ Recommendation by management support groﬁp or other consultants
i. Contractér was selected by outsideﬁagency (such as OEQ) )

j. Other important considerations:




11. Did the contractor's instructlonal program have any of the follow1ng
features? Check as many as apply.

./ a. ) Use of instructional materials that were the copyrighted
property of the contractor

b. Use of distinctive-instructional materials that were not the
copyrighted property of the contractor

C. Use of distinctive equipment (tape cassettes, audio-visual
dévices, computer terminals, etc.)
d. Incentive payments for teachers dependent upon student achievements
e - Incentive payments for students dependent upon their achievements
f. Employment of paraprofessionals or teachers' aides in addition
. to those normally emp}oyed by the school system

, g. " Parent participation in classroom instruction

’ h. Classrooms especially outfitted for use in the program
i. Other special features:

N @
12. Some performance‘contracts have included provisions requiring the school

(or school system) to purchase certain materials or. equlpment from the
contractor upon conclusion of the contract ("follow-on" sales). Did
the contract in your district include such provisions?

Yes, the school (or school system) was obliged by the contract

to purchase certain materials or equipment from the contractor

upon the conclusion of the contract, but only on condition that .
the contractor accomplished -specified results.

Yes, the school (or school system) was obllged by the contract

to purchase certain materials or equipment from the contractor

upon conclusion of the contract, without regard to the contractor's
accomplishments. :

No, neither the school nor the school system was under any
obllgation to purchase materials or equipment from the contractor
upon conclusion of the contract.
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"13. Did the contract place any restrictions or requirements on the
contractor in the following areas -- that is, were there explicit
provisions forbidding or requiring the contractor to do certain
things? -Check each area in which there were explicit restrictions

or requirements in " in the contract.

a. " Instructional materials M

b. Instructional methods
. : o - )
, ! . -

C. Seélection of teachers

e . «
d. Selection of paraprofessionals or teachers' aides
b
e. Salaries to be paid, to teachers . ST oL
f.  Salaries to be paid to paraprofessioﬁals or teachers' aides
. N A~
2. ;plentive payments to teachers .
- . . . !.
4 . .
h. Incentive payments to students
1 . -
i. Other explicit restrictions or requirements:.
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14. From what sources were instructional personnel drawn for the
1 performance-contracting program7 Check an answer -or answers for
‘ teachers and an answer or answers for paraprofessionals or
teachers' aides.

- Paraprofessionals
Tedachers or-teachers' aides

Drawn from among personnel already
employed by the district

Drawn from among personnel already
. employed by the instructional contractor

Newly hired for the purpose

None were used in the performance-
contracting program

P

15. Who selected the instructional personnel for the performance-
contracting program? Check one answer for teachers and one
for paraprofessionals or teachers' aides. -

e " Paraprofessionals
Teachers or teachers' aides

N

Selected by school or distfict
officials ) o

. ¢ Selected by instructional ’ -
\ - . contractor :

. Selected' by séhool or district
< : * officials and contractor jointly

.

None were used in the performance- .
contracting program

Other mode of selection:

erlc ) 141
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16. What kind of organization conducted the "evaluation" -~ that is,
measured the student achievements which were the basis of
payments to the ccontractor? Check one answer.

3

Private firm : ’

(If you know whether this was a profit-making or-a non—profit'
firm, please also check one of the following:)

Profit-making
Non-profit

'y . .
Government agency.or government-supported agency

The school system itself
The dinstructional contractor

Other kind of oréanization:

17. Some school districts have used the services of an "educational .
auditor" to verify student achievements under the contract. Did
your district engage an educational auditor, and if so, what kind
of organization was it? Check one answer. . g

No ‘educational auditor was engaged.
Private firm was engaged as edudational auditor.

(If you know whether this was a profit-making or a non-profit
‘firm, please also check one of the following:)

Profit-making
Non-profit

Government agency or government-supported agency was engaged
as educational auditor. %
| [

7

Other kind of organization or individual was engaged as

educational auditor:




18."

19.

_12_
Did your district use the services of a management support group.
in connection with the development or execution of the contract,
and 1if it did, what kind of organization was it? Check one
answer.. i :

No management support group was engaged.
Private firm was engaged as management support group.

(If you know whether this was a profit-making or a non-profit
firm, please also check one of the following:)

Profit-making
Non-profit

Government agency or government-supported agency was engaged
as management Support group.

Other kind of organization was engaged as management support
group:

~

v

Did your district arrange for a study of the effects of the
performance-contracting program in areas other than student
achievement -- for example, a study of changes in attitudes
of students or teachers, of changes in instructional or
administrative practices, etc.? If it did, what kind of
organization conducted this study?

@

No such study was conducted.

A study was conducted by the evaluation organization (the

organization that measured student achievements).

A study was conducted by an organization other than the
evaluation organization, and this organization was:

The school system itself
Private firm

(If you know whether this was a profit-making or a non-profit
firm, please also check one of the following:)

Profit-making
Non-profit
Government agency or government-supported agency

Other kind of organization:




2

20.

21.

d.  Funding ageﬁcy

e. ;_____Contractor

f. ____;_Evaluation organization
. g Educational auditor

h. _ ~ Management support group

- 13 -

Which of the following kinds of tests were used to measure the

student achievements which were the basis of payments to the-

contractor? Check as many as apply.

a. Standardized ("norm—ré%erencgd") tests administered at the
beginning and end of the contract period

b. Criterion-referenced tests administered at. the beginning and

end of the contract period
C. Criterion-referenced- tests administered several timés during
the contract period . ’

d. . Criterion—referenced tests administeréd at the end of the
contract period only

a

-

e. - Other tests or testing schedules:

~ . <

I1f standardized tests were used, who among the following played a
part in selecting the tests? Check as many as apply.

a, Teachers who were in the contractor's instructional program

b. Teachers who were not in the contractor's instructional program

(g}

Other staff members in the school system

i. ' Others: .




22.

23.

- 14 -

~

If criterion-referenced tests were used, who supplied the tests or
items for the tests? Check as many as apply.

Teachers who were-in the contractor's instructional program
Teachers®who were not in the contractor's instructional progfam
Other s£dff’membefs in the school system |
Funding agency

Cortractor |

Evaluation organization

Educational auditor

‘Management support group

Test publiéhéf

Others:

Whose employees administered the tests of student achieyement on which
the contractor's payments were based? Check as many as apply.

a.

b.

Contractor 'S employees

Evaluatioq organization's employees
Educational auditor 's employees
Management support groups

School system's employees

Other's employees: .

145
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We would like to know a few things about the payment schedule in the
contract —-— that is, the terms by which the instructional contractor was
to be paid. TIF AT ALL POSSIBLE, PLEASE SEND US, ATTACHED TO THIS QUESTIONNAIRE,
A PHOTOCOPY OF THE PAGES IN THE CONTRACT CONTAINING THE PAYMENT SCHEDULE (or,

if it is more convenient for you, you may send us a copy of the entire contract).
"But whether you do this or not, please answer the next two questions about
the -payment schedule.

24, Which one of.these two statements was correct for your contract?

The same payment schedule,was used for all subjects of dinstruction

and for students in all grades (or only one subject and one grade
was covered by the contract). . '

Different payment schedules were used for different subjects of
instruction and/or for students- in different grades.

25. Check each of the following types of provisions which were included
in the payment schedule for any subject or grade.

a. Base payment for minimum or "guaranteed" gain on standardized tests

b. Base payment for minimum or "guaranteed" performance on criterion-
referenced test(s)

c. Premium, incentive, or bonus payments for especially large gains
on standardized tests

d. Premium, incentive, or bonus payments for especially high
performances on criterion-referenced test (s)

e. Penalties. or deductions from payments, for achievement "losses"
on standardized tests (other than payments withheld for students
not making minimum or guaranteed gain)

£. Penalties, or deductions from payments, for especially low
performances on criterion-referenced tests (other than
payments withheld for students not achieving minimum or .
guaranteed performance)

g. .Pro-rated or other partial payments for students who were not
enrolled in the program during the entire contract period

h. Other special provisions in the payment schedule:

146
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26. Next, we would like to know what were the actual achievements of the
" students in the contractor's program. For each subject and each grade
or grade span covered by the contract, please give the approximate
percentages of students who (a) achieved or exceeded the minimum gain
on standardized tests specified in the contract, and (b) reached or
exceeded the minimum performance level on criterion-referenced tests
specified in the contract, if such tests were used.

(NOTE: If you are sending us a report which. contains this .information, o
cite the relevant page numbers here but please try to answer

this question, anyway, to the best of your knowledge.)

Percentage of students who:

(a) )
achieved or exceeded | reached or excee&éd minimum
Subject of Grade or minimum gain on performance level on )
dnstruction | grade span standardized tests criterion-referenced tests e
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If any study was made of changes in the attitudes of teachers or

students which may have been associated with the performance contract,

please give a concise description of the results of that study in the

space below. (If:you are sending us a report which contains that information,
give the appropriate page numbers here: L W)

Have any of the following kinds of data been collected in connection
with the performance-contracting program? Check as many as apply.

a. Data on control or comparison groups (students who were not

involved in the program but who were otherwise similar to the
students who were involved)

b. Data on students who were involved in the program but before
they entered it

Ce.. Data on students who were involved. in the program after thez
left it

d. Data on students not in the program who were enrolled in the
same grade(s) as those involved in the program but in the
year(s) preceding the program A

€. Data on students not in the program who were enrolled in the

same grade(s) as those involved in the program but in the
year(s) subsequent to the program

Lo

b=
W
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29. As you probably know, one of the concerns about performance contracting
has been that the contractor might include in his instructional program
items from the tests used to calculate his payments, so thaf studénts
would get higher scores than they would otherwise {this is sometimes
called "teaching to the test'). Were any steps taken in your district to
prevent this from happening? Check as many responses as apply.

a. No steps were taken to prevent qontractbr from including test
items in his instructional program.

b. Contractor was not told which test(s) would be used in
calculating his payments.

c. Contract included penalty provisions if test items were found
in instructional program.

d. Contract provided that test items were not to be included in
instructional program, but no penalty was specified.

. e. Educational auditor or other agency monitored instructional
program to see if test items were included in it.
f. Other steps taken:
30. Whether or not steps were taken to prevent the contractor from including

test items in his dinstructional program, was there any indication that he
had done so, and if there was, what happenad as a result7 Check one of
the following statements:

There was no indication that the contractor had included test
items in his instructional program.

Charges were made that test items had been included in the
instructional program, but the charges were never definitely proved.

Test "items were found in the contractor's instructional program,
but they were removed before they could affect s;udents' test scores.

It was pretty clear that test items had been included in the instructional
program, but there was nothing that could be done about it.

It was pretty clear that test items had been included in the instructional
program, but nothing was done about it even though there were provisions
in the contract for dealing with it,

It was pretty clear that test items had been included in the instructional
program and an effort was made to penalize the contractor, but the
effort was unsuccessful. :

It was pretty clear that test items had been included in the
instructional program, and the contractor was penalized for it.

Other events connected with the inclusion of test items in the
instructional program:

ERIC
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31. In carrying out the provisions of the contract, did serious disputes occur
over any of the following issues? Check any serious dispute that occurred
in connection with the contract, regardless of whether or how it
was settled.

a. Wﬁether school systém could coatract with private firm
for instruction . ' ",

o
.

b. Whether p:bvisiqns of performance contract violated provisions . .
of contracts with teacHers or teachers' organization

¢

c. Whether teachers employed by contractor were properly
certified B .
. ., -
d. ' Whether school district or contractor should pay for
certain goods or services . )
n ' " ' ' )\ 4 ]
e. Whether payments to contractor for stud'ent achievement

had been correctly calculated

“

am

f. Other disputed issues: . /

g. No serious disputes occurred.

EG‘- - 150
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32. Below is a list of problems that some districts have run into while
engaged in planning or carrying out a performance contract. Please
check any of the problems that actually arose in your district.
a. Drawing up of contract or selection of instructional contractor
was more time—consuming than expected. .
b. Monitoring the provisions of the contract was more complex
or time-consuming than expected.
c. There was not enough time to prepare for the installation of
the instructional program.
d. Law suits were filed or threatened.
e. - Contractor did not have material or equipment ready for use when
it was needed. :
. f. Contractor did not have instructional program suitable for
' some kinds of students.
g. Contractor's other commitments interfered with his work in
this district.
h. Contractor did not follow practices important to well-being
of students.
i. Contractor's project manager was incompetent or inexpgriénced.
3. Teachers in the program were incompetent or inexperienced.
k. Paraprofessionals or teachers' aides in the program were
not adequately trained for the job they had to do.
1. There was poor coordination between school-district personnel
and contractor's personnel.
m. . There were difficulties in stheduling student attendance at
contractor's learning centers.
n. Learning centers were too crowded. .
0. ' There was dissatisfaction with use of &tandardized tests in |
general or with the particular standardized tests -that were used.
. . ¢ ¥ . .
pe . There were difficulties in obtaining Items fQr criterion-
referenced tests. . . . o -
, q. Excessive amount of tesfing time was required. ’ .
T. Relationships'with evaluation organization, management support -
group, and/or educational auditor were comple® or troublesome. ”\\.
\ .
S. One year was too short a time for deciding whether the contractor S
program had been effective. o
t. Other problems: * sy T
U. This district did not run into any special problems that were
peculiar to performance contracting. -
. h .
Q . : -9 . v )
E lC | Sod » - ) “ N - :}
: 4
WJ:EEE ‘ jlt)jt ) .
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33. Now we would like to know what happened, and why, when the performance
- contract came to an end. Check the one statement below which most
nearly applies to your district, and then answer the question(s)

indicated by your response.

o

When the contract came to an end, the school or school system
"turnkeyed" the contractor's program in whole or in part —- that

is, adopted it for~use-by the school®s or the district's own
personnel. (ANSWER QUESTIONS 34-38.)

When the contract came to an end, no further use was made of the
contractor's program. = (ANSWER QUESTION 39.) ‘

QUESTIONS 34-38 .ARE TO BE ANSWERED IF YOUR DISTRICT "TURNKEYED" THE

CONTRACTOR'S PROGRAM.

34. How widely was the program adopted in youf district in the year
Check as many of the following

.after the performance-contracting year?
as apply.

a. Adopted in some, but not all, of
had been used under the contract

b. Adopted iu all of the classrooms
the contract

c. Adopted in some classrooms where
the contract.

d. Adopted generally throughout the
appropriate

the classrooms in which it

-

P

where it had been used under

it had not been used under

school system where it was




35.

36.

In

of

8
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those classrooms where the contractor's program was turnkeyed, which
these parts of the program were adopted? Check as many as apply.

Instructional materials (textbooks, workbooks, etc.)

Instructional equipment (tape cassettes, audio-visual devices,
computer terminals, etc.)

Instructional methods (diagnostic techniques, individualized
instruction, incentives for students, etdé:)

- Instructional objectives or methods of defining objectives
In-service training procedures
Managerial or administrative practices

. Other parts:

Generally speaking, how.closely did the program astadopted resemble
the program as the contractor had used it? -.Check one answer.

Virtually identical .
Some modifications were made -

Major modifications were made

Individual teachers made modifications of varying degree
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37. Which of these were the most important reasons why the program
was turnkeyed? Check as many reasons as you think were among the
most important ones.

a. __ Teachers liked it.

b. - Students liked it.

c. __ Parents liked it.

d. _ Principals or other administrators'liked it.

e. _ School board liked it.

f.  Key people believed it had increased student achievement.

g. ____ Key people believed it had improved studen; motivation.

h.  Key peOplé believed it had reduced instructional costs.

i. Contr;ct required turnkeying, or réquired follow-on sales.
. Materials or equipment had been acquired under the contract,

and it would have been wasteful not to use them.

k. Other important reasons:
38. What was the chief source of funds for turnkeying the program? Check
one.

Ordinary operating funds of the district
Funds obtained from a state-supported program
Funds obtained from a federally supported program

No special funds were needed

IF YOU HAVE ANSWERED. QUESTIONS 34-38, SKIP QUESTION 39 AND GO ON TO
QUESTION 40- e
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QUESTION 39 IS TO BE ANSWERED IF YOUR DISTRICT MADE NO FURTHER USE OF THE
CONTRACTOR S PROGRAM AFTER THE CONTRACT HAD ENDED.

39. Which of these were the most important reasons why the contractor's
program was not used? Check as many reasons as you think«Were among
the most important ones.

.Other important reasons:

Teaehers did not 1like it.

Students did not 1like it.

Parenrs did not 1like it.

Principals or other administrators did not 1ike it.
Schooi board did not like it.

Key people believed it had failed to increase student
achievement.

Key people believed it had failed to improve student
motivation.

Key people believed it had had undesirable effects on
students' attitudes.

Key people believed it had failed to reduce instructional
costs.: ,

It was too expensive to adopt.

It did not fit the district's educational objectives.

°

v~
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40, Was any consideration given in your district to the possibility of
entering into another performance contract, -after the completion
of the one you have been telling us about? Check one answer, and
then answer the questions indicated by your response.

Yes, and a performance contract is in effect this
year. (ANSWER QUESTIONS 41, 43, AND 44.)

No consideration was given to that possibility. (ANSWER
QUESTIONS 42, 43, AND 44.) '

Some consideration was given to that possibility, but
the district did not enter into another performance
. contract. (ANSWER QUESTIONS 43 AND 44.)

e 41, (To be answered only if a performance contract is in effect in your

' district this year.) In question 4, you gave us the reasons

your district entered into a performance contract in the most recent

year .before the current year. Please look back at those reasons now, and:

It the reasons you checked in question 4 are ithe same reasons why
your district entered into its current performance contract, check
this space and go on to question 43.

If the reasons you checked in questioné are not the same as the :
reasons why your district entered into its current performance contract,

please tell us how important each reason was for the current contract by

circling one number to the left of each of the reasons below.

Circle 1 if it was one of the most important reasons.

Circle 2 4f it was a reason but not one of the most important.

. h
Circle 3 4if it was not a reason at all.
1 2 3. Principle of paying according to student achievement might lead to
“higher levels of achievement. e
1 2 3 Prinqiple of paying according to student achievement might lead
¢ to reduced instructional costs. ’
1 2 3 Principle of paying according to student achievement might lead to
greater cost-effectiveness (higher achievement per unit of(post).
1 2 3 Easier for privaté firm to introduce new instructional technology
than for local teachers to do so. ' >

. 1 2 3 Private firm might be bettér able to take a ''systems' approach
to instruction.

1 7 3 Private firm might be better able to work with students of
disadvantaged background.




(41 continued) . '\\

1 2
1 2
1 2
1 2
1 2
1 2
12
1

\\

S
Private firm would have more freedom to operate than local
teachers would.

District had had good experlence with previous performance
contract.

Local teachers' group wanted to have a performance-contract
arrangement with school district.

Funds were available for performance contracting that couldn't
be used for anything else.

Performance contract was a low-risk way of finding out whether

a particular instructional program would be effective.

Performance contracting would stimulate thinking about new
ways of doing things. -

Performance contract would promote pr1nc1ple or concept of
accountability.

District wanted to participate in performance contract as an experiment
of natiomnal significance.

v

-

Other important reason:

NOW GO ON TO QUESTION 43.
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42, (To be answered only if your district gave no consideration to the
possibility of entering into another performance contract.) Which
of these reasons were most important in explaining why your district
did not give any consideration to this possibility? Check as many
reasons as were among the most'.jimportant ones.

a. ___ Opposition from teachers

b, Oppositioﬁ from parents or community

c. _____ Opposition from principals or other administrators

d. ____Opposition from school board

e. ____ Results of federal experiment in performance contracting
f.  Legal difficulties that had arisen in connection with

earlier contract(s)

g. Lack of. evidence that incentive principle had led to
increased student achievement in this district

h. Lack of evidence that incentive principle had reduced -
instructional costs

, i. Undesirable effects of- incentive principle on students’
attitudes ‘
g . )
i. Too much testing required
k. Too much pressure on students-to perform well on tests
1. Instructional objectives of performance contract toO narrow
m. Administrative requirements too complex or time-consuming
- n. Unsatisfactory relationships with previous contractor (s)
. . \ .- , . - R
o. No funds available
p. Belief that district's own teachers could accomplish

whatever the contractor had accomplished

q. Other important reasons:

ERIC
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ALL THE REMAINING QUESTIONS ARE TO BE ANSWERED BY EVERYONE.

43, If things remain about as they are now, how llkely is it that your
district will enter into another performance contract in the next few
years? Check one answer.

Dlstrlct almost certainly will enter 1nto another performance
contract in the next few years.

District probably will enter into another performance contract
in the next few years. :

District probably will not enter into another performance contract
in the next few years. ’

District almost certainly will not enter into another performance
contract in the next few years. ’

Have no idea whether district will enter into another performance
contract in the next few years.

44, Regardless of your answer to question 43, which three of the following
conditions would have the greatest effect in increasing the likelihood
that your district would enter into a'performance conntract some time
in the next few years? Please check only three conditions -- the three

that would have the greatest effect.

a. __ If teachers supported the idea or did not oppose it
b. _ If a group of teachers wanted to serve as instructional contractor
C. If parents or conmunity supported the idea or did not Opposevit
i d.  If administrators supported the idea or did not oppose it
e. If evinence from performance contracts.in other districts showed

that incentive principle was effective in raising levels of .
student achievement

f. If evidence from performance contracts in other districts showed that
incentive principle was effective in reducing instructional costs

g If a contractor had a program that clearly promised to raise
levels of student achievement, .
h. If a contractor had a program that clearly promised to reduce

instructional costs-’

i. If there were a’reliable method for selecting a competent contractor

Je If ‘better standardized tests were available
k. If better criterion-referenced tests were available

(continued on next page)

ERIC . | 159
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(44 continued)

1. If there were simple and reliable methods for preﬁenting
"teaching to the test"

m., __If instructional objectives could be broadened

n. ____ If legal difficulties could be cleared up ’

o. ;____ If contractual felationSEips could be simplified

P ____;_If funds were available outside the regular budget

q. ____ Other conditions:

r. __ District would probably not enter into_another performancé

contract under any conditions.

45. In previous questions, we have asked you about the immediate or short-run *

effects of a performance contract. But some people have said that
performance contracting may also have long-run effects —- that is, effects
that become apparent in the years after the contract has been completed.
We would like to know what your opinion is about this. '

A list of possible long-run effects of performance contracting is
presented on the next two pages. Please read over each item in the list
and circle a number to the left of each one, according to whether you
believe that, in the experience of your district, performance contracting
has (1) made things better, (2) made things worse, or (3) has not
made them either better or worse. If your district has had more than .one
contract, take all of them into account in arriving at your answers —-— not
just the one you have been responding about so far. . In other words, we
would like you to tell us whether your district is now better off, worse
off, or neither better nor worse off in each of these areas as a result
of its experience with performance contracting.

Of course, it may sometimes be difficult to tell whether a change in your
district has been due specifically tov performance contracting or would

have come about even without it, but please use your best judgment. Circle
the "better off" or the "worse off' answer only when you feel quite sure

that the change has been due to performance contracting. Circle the "neither"
answer when you are not sure what the effects of performance contracting

have been in that particular area or when you are quite sure that

performance contracting has had no effect in it, as far as your district

is concerned. '
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Circle 1 if your district is now better off in this area as a result of its
experience with performance contracting.

Circle 2 if your district is now worse off in this area as a result of
its experience with performance contracting.

Circle 3 if your district is now neither better off nor worse off
in this area as a result of its experience with performance contracting,
or if you are not sure what the effects have been.

1 2 3 Student achievement in subjects of instruction covgred by contract(s)
. \ °

1 2 3 Student achievement in subjects of instruction not c%ve;ed by contract¢s)

1 2 .3 Ptudent attitudes toward school and learning
1 2 3 Moralé of students |

1 2 3 Morale of teachers

1 2 3 Tecchers' willingness to enperiment'with new approaches to education
1 2 3 Use made of paraprofessionals or-teachers' aldes

1 2 3 Practices in in—service training of reachers

1 2 3 Clarity of instructional objectives

1 2 3 Fit between instructional objectives and instructional materials and
methods

1 2 3 Taking "systems" approach to education

1 2 3 Quality of inétructional materials and methods

1 2 3 Instruction Ofrstudents who are at low levels of achievement
1 2 3 instruction of students who show little interest in school

1 2 3 Individualization of instruction

1 2 3 Physical condition of classrooms

1 2 3 Use of new instructional technology

1 2 3 Use of achievement‘tests

1 2 3 Use of measures other than achievement tests

164 :
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(45 continued) ' ) . ' ) .

Circle 1 if your district is now better off in this area as a result of its
experience with performance‘contracting

Circle 2 if your district is now worse off in this area as a result of
its experience ‘with performance contracting.

Circle 3 1if your district is now neither better off nor worse off in
this area .as a result of its experience with performance contracting, or
if you are not sures what the effects have been.

1 2 3 Knoﬁledge about effectiveness of various instructi;nal techniques

1 2 3 | Costs of inétruction

1 2 3 Cost-effectiveness of instruction

1 2 3 Practices in caiculating costs of dinstruction

1 2 3 Costs of administration

1 2 3 School management practices

1 2 3 Administrators' willingness to experiment with new approaches to
-education

’
i

1 2 3° Community support for experimentation with new approaches to

education
1 2 -3 Community support for the schools generally
1 2 3 Support among'teachers for principle of accountability
i 2 3 Support among administratérs for principle of accountability
1 2 3 Support in community for principle of accountability
1 2 3 Actual implémentation of principle of accountability

-

\ 16<
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As you may know, the federal government sponsored an, experiment in
performance contracting in 20 school districts in 1970-71. What is
your understanding of the results of this experiment? Check one
answer.

It showed that performance contracting generally led to higher
- levels of student achievement.

It showed that performance contracting generally led to lower
levels of student achievement.

It showed that perfcrmance contracting generally led to neither
higher nor lower levels of student achievement.

It showed that performance contracting led to higher levels of
student achievement under some conditions but not under others.

The way in which the experiment was carried out prevented the
results from being conclusive one way or the other.

Do not know what ihe results were.
) I

Have not heard about the experiment.

Other:

From which of these sdurces of information did you learn about the results

‘'of the OEO experiment7 Check as many as apply .

a. ____ Did not learn about the results from any source

b. __ Report issued by government agency or government-supported agency
c.____;_ Report issued by private firm

d. __ Article in professional journal

e. _  Story in educational newsletter or magazine.

f. __ Story'in newspaper or general-interest magazine

g. ___ Paper or discussion at professional meeting

h., Connersation with colleague

i. _  Report from teacher(s) or administrative staff of your district
j. _ Do not remember how you learned about it

k. Other source of information:
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‘ Finally, we would like to know a couple of things about your school district
(that is, the district that this questionnaire has been about).

48. In what state 1s the district located?

49, How many students aré enrolled in all the schools of the district?

In the spaces below, please write the name of the school district that this
questionnaire has been about, and your name and your present title and phone
, " number. Let us remind you that we are asking for this information only so
that we may know whether we have received a response from this district and
so that we may get in touch with you again if we need further information.

Neither your name nor that of the district will be used in any report growing
out of this study.

Name of school district:

‘Name of person filling out this questionnaire:

Present title:

Present phone number (include area code):

I1f you have any other comments that you would like to make about performance
contracting, please write them on the other side ‘of this page. If you have

any questions about the questionnaire, please feel free to. call Dr. Feldmesser,
collect, at 609-921-9000, extension 2455. : .

PUT YOUR COMPLETED QUESTIONNAIRE, TOGETHER 'WITH THE PHOTOCOPY OF THE -
CONTRACT'S PAYMENT SCHEDULE (according to the request at the top of page 15)
AND ANY REPORTS YOU ARE SENDING US, IN THE ENVELOPE THAT HAS BEEN PROVIDED,
AND MAIL THEM TO:

Dr. Robert A, Feldmesser .
Educational Testing Service 4
Princetony NJ 08540

*
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<o ) . Summary

Chapter I ‘Background of the.Study | -

The uniqué provision of a peffornance contract is that the payment-for
services or materials varies with the learning outcomes among the students
recelving instruction. The contention of advocates of performance contracting
is that. it can imgprove instruction and make the public schools more effective
and efficient, because monetary rewards motivate people to maximize their
efforts.’ In most performance contracts, the instructional contractor has been
a private profit-seeking firm,: ~but there have been several instances in which
a group of local teachers has been the contractor. Contractors sometimes extend
the #ncentive principle to students, offering them rewards in ‘accordance with
their learning achievements. Along with the performance contract, auxiliary .
contracts are often signed with an evaluator, a management support group,- and
an auditor

E}
~

This study of performance contracting was made in<1974-75. It differs from
other studies in that it is based on a' comprehénsive body of data, including 2 .
information about state-supported contracts in Michigan and Ca11forn1a, it is
focused on the role of monetary incentives in education rather than on ‘the

particular instructional programs; it made a special effort to collect information
- about teacher—contracted projects; and it 1s especially concerned with the

long-run effects of performance contracting in the districts where it has been
tried. The data base consists of interviews held*in ten school districts and

at three state departments of education, and with representatives of three pr1vate
firms; documents furnished by the school districts and the state departments;

and 42 responses to a questionnaire sent to the 79 school districts which were
apparently all that might ever have had a performance contract (other than the

ten in which interviews were held).

The first performance contract to excite national attention was that in
Texarkana, Arkansas, in 1969-70. Students in the program seemed to show remarkable -
gains, but the. evaluator reported that many test items had been included in the ;
contractor's instruction, thus invalidating the results. Meanwhile, however, the
Office of Economifc Opportunity had decided to mount an experiment in performance
contracting during the 1970-71 year, involving 20 school districts,” six private
contractors, and two teacher-group contractors. About 30 other districts entered "
into performance contracts during the same year, mostly with other federal funds.
In 1971-72, the number of contracts declined to about 15, and there were about
a dozen in each of the three years following. Besides opposition from teachers'
organizations, a major obstacle to the spread of performance contracting was the
report from OEO, which said that ‘its experiment had shown that performance




'fagain.

contracting was not sucgessful in raising student achievement levels. Actually,
the conditions of the experiment were such that no valid conclusions could be

drawn from it. Before this report was issued, legislation authorizing performance _

contracts was set into motion in Michigan and California, and this legislation

u

Michigan's Section/41 program began with the 1972-73 year. Twelve districts
have had performance contracts under the program, nine with private firms and
three with teachers' groups. Most projects have been funded for two or three
years. The Department of Education believes that Section 41 has been successful
as a "'program developer" and intends tglcontinue with it, subJect to legislative
appropriations. However, budgetary stringencies and perhaps changing priorities

make the future of Section 41 uncertain.:

~accounts for all the cogtracts in effect in 1974-75.

, Under California's Guaranteed Learning Achievement Act (GLAA), one
performance-contract project was authorized in each of five types of districts.
The projects began midway through the 1972-73 year and have been renewed each
year since. ur contracts were with private firms and one with a group of
teachers. /" The Department has been satisfied with but not enthusiastic about
GLAA; t program no longer has strong support in the legislature, and the
consensus is that it will be permitted to lapse on its scheduled expiration
date of June 30, 1975.

Chapter 2: Performante Contracting at Ten Sites

Five sites were visited which had performance contracts but no longer do:
Hartford, Connecticut (OEO, private firm);.Stockton, Califernia, and-Mesa, --
Arizona (OEO, teacher-contractors); Gary, Indiana (local funds, private firm);
and Norfolk, Virginia (state-organized with Title T funds, private firm). In
each case, there were difficulties in installing and implementing the proJect
and in reaching post-contract settlements, but enduring changes of varying types
and degrees.have resulted from the contracts -- use of a system of individualized’
instruction, employment of teachers' aides, and/or tangible rewards for students.
In Gary -and Norfolk, these changes were under way before the contract. Only in
Gary, where the contractor operated an entire school for more than two years, has
there been extensive change in instructional practices, and it has been restricted
to that school. None of the districts expect to engage in performance contracting

r

2

The California GLAA site visited was Woodland, where the teachers at one
school used the funds to support installation of a new reading program they had
decided to try.. The teachers are enthusiastic about the project, both because
of the éxtra money it puts at their disposal and because they are making the
decisions about how it is to be used. Since they expect that GLAA will expire,
they are seeking alternatitjﬁfzytﬁgs of funds, including the possibility of a

- performance contract with th chopl board.

The Michigan Section 41 districts visited were Detroit and Inkster (privately
contracted) and Menominee and Grand Rapids (teacher-contracted). In each case,
the program was some way of increasing the capability for individualizing
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instruction, and it has been at least partly incorporated into the instructional
routines of the schools in which it was initiated. The contractor for the Detroit-
project, as for most of the other privately contracted Section 41 projects, had
been supplying materials to the district previously. Grand Rapids has had more
extensive experience with performance contracting than any other district in

the country, and it has created the position of "director of contract learning"
to.coordinate and facilitate its activities in a wide range of contracted programs,
including several which do not involve incentive provisions. An "atmosphere of
change" seems to have been created there, which some people attribute to its first
performance contracts, but the district has also had a change-oriented leadership.

Chapter 3: Achievement and Attitudinal Outcomes of Performance-Contracting Projects

Student learning in nearly all performance contracts has been measured with
norm-referenced tests, and despite the criticisms that have been made of these tests,
they are probably still the most suitable instruments for the purpose. Problems
arising from the use of grade-equivalent scores can be overcome and have been in

some contracts.

Grade—equivalent gains inlthe California and Michigan performance-contracting
programs have been about twice as great as those in the OEQ experiment, but the
reasons are not clear. While the difference may be related to differences in the
ways the projects were mounted or run, they may also be artifacts of the types of
students involved. The data do not permit confident statements to be made about
conditions that enhance the effectiveness of contracts in increasing gains. On
the whole, however, the gains in California and Michigan have been respectable
and fairly consistent though not- dramatically great. Data on attitudes give
some reason for believing that student feelings dbout the subject matter covered

by the performance contract had become more favorable and that — perhaps for
that reason -~ teachers had liked the contracted programs.
Chapter 4: Performance Contracting, the Private Firm, and Educational Change

The stimulation of change was supposed to be one of the major functions of
performance contracting, and several dmportant changes have indeed been attendant
upon it —— most notably, new materials for the instruction of low-achieving students,
individualization of -instruction, employment of teachers' aildes, greater receptivity
toward experimentation, emphasis upon quantitative evaluation of programs, and
utilization of tangible rewards for students. However, these changes in the
contracting schools do not seem to have triggered a general process of change in
the district gs a whole, and it may have been performance contracting itself which
prevented that. Furthermore, the changeé may not have been caused by performance
contracting, or not by it alone; and if they were brought about at low cost to the

. district, it may have been the state and federal treasuries rather than the private

contractor that paild the extra costs of experimentation. Performance contracting
nelther reduced nor increased the political risks of innovatiin, and the fact that
it brought private firms into education was not always a clear-cut advantage.

Insofar as performance contracting did produce change, some elements of the
concept which were apparently responsible could probably be separated from it.
Among the "functional substitutes'" are the development of instructional programs
which are substantially and reliably. superior to those preeently available;
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increases in the sums of money at the disposal of schools and school districts for
experimentation; and freeing teachers from unnecessary regulations that may hamper
them in the use of this money. Still, private firms have had, and may again have,
important contributions to make to public-education, and the incentives of a

payment schedule might be thought to be the most serviceable mechanism for obtaining
them. Also, two of the changes that have taken place in conjunction with performance
contracting are more closely, connected to the very nature of the concept and thus

‘may lack equally effective substitutes —-- viz., quantitative evaluation and tangible

rewards for students. These, too, raise issues of the effectiveness and wisdom of
monetary incentives in education.

)

£

Chapter 5: Monetary Incentives as Motives in Education

The incentive principle as embodied in the payment schedule of performance
contracts seems not to have been ar outstandingly effective way of eliciting maximum
effort from contractors, whether private firms or groups of teachers, and there are
sound reasons why. Private firms were more interested in iIncreasing sales volume
than they were in increasing thelr profits through payments by results. Even in
private enterprise, money may be a less powerful motivator than 1s sometimes thought,

and its effectiveness in education is still more questionable because of the problems

in measuring output and the many difficult-to-control variables that intervene
between the application of resources and effort and the eventual results in learning.
Where teachers were the contractors, individual incentive payments were incompatible
with theilr professional role. Perhaps the most Important aspect of the payment
schedule was the helghtened emphasis 1t gave to measured student learning.

Again, functional substitutes may be proposed for accomplishing the objectives
of performance contracts. Fixed-fee contracts, already common in other aspects of -
school operations, could be extended to instructional services; there is every
reason to believe that_private firms would be willing tod enter into such contracts,
and they avold many of the anxieties and complications that arise when large sums
of money ride on the measurement of learning gains, yet they have an important
incentive element 1n the form of competition for contract volume. This
competitiveness could be.heightened, and even wider resources drawn on, by opening
up the possibility of fixed-fee contracts with nonprofit-seeking organizations,
including other schools or districts. For motivating teachers and calling public
attention to measured student. performance; a functional substitute would be a formal
accountability program. But there does not appear to be an equally effective
functional substitute for the practice of offering students tangible rewards for
their learning achievements, and this idea seems worth further exploration.

Chapter 6: Conclusions and Recommendations

1. It would be neither desirable nor possible to revive performance
contracting on a large scale.

Nevertheless, a performance contract might be quite useful in some
circumstances. Therefore: .
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If a school district wishes to engage in a performance contract, it
should not ‘be prohibited from doing so, and it should be able to use
federal, state, or local funds_for.the purpose.

a district does decide to enter into a performance contract, it should
by the following principles:

2.1. Ample time should be allowed for preparation of the project.

2.2, Consideration should be given to contracting with a group of
local teachers, the incentive payments being made to the
schools in which they are working.

2.3, The contract should run for two or three years,
2.4 The contract should be as simple as possible.

2.4.1. The payment schedule should be an all-or-nothing one
rather than one involving varying. payments for
varying amounts of gain.

2.4.2. The incentive payments should be based entirely on
* - scores on norm-referenced tests rather than using
criterion-referenced tests.

2.4,3. There should be no provisions permitting adjustments
of payments for student absences or other routine
occurrences, or claims for such adjustments should be

. explicitly precluded.

2.4.4, There should be no need for an auditor or a management
support group. '

2.5. Before entering into a performance contract, the school district e
should give careful consideration to alternative ways of
achieving its goals.

School districts should be encouraged to make greater use of the 1nstruct10na
programs and services of private firms and other "external" organizations
through the medium of fixed-fee contracts.

Districts should make available, to their .schools and teachers, funds for
experimentation and innovation, and dlscretionary funds for meeting
immediate needs.

Districts should initiate formal programs of accountability.

Experimentation should be stimulated in the use of tangible rewards to
students for their learning achievements. '

If there is to be further experimentation with performance contracting, it
should be in the framework of a thoughtfully conceived design that

permits comparison between performance contracting and its functional
alternatives. '




