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GRADING INCLUSIVENESS IN  
PUBLIC SCHOOL DISTRICTS

In a time of heightened awareness of important social 
and environmental issues, we consider how educational 
inequality can feed into long-term income disparity 
across the U.S. The correlation between educational 
and income inequality is an important one. A poor 
educational system can lead to a cycle of limited job 
opportunities, poor wage growth, reduced economic 
prosperity and less funding for schools, creating ongoing 
educational and wage inequality that impacts credit 
fundamentals of both public school districts and the 
communities in which they are located.

The potential systemic issues stemming from 
educational inequality underscore the importance of 
evaluating inclusiveness and social progress in public 
school districts. As part of our efforts to continuously 
strengthen our research, in early 2017 we took a deep 
dive into the key metrics that could potentially capture a 
school district’s performance relative to the principles of 
inclusive growth and social progress.

To inform our analysis, we considered our philosophy 
on inclusiveness for cities, counties and states. As 
explained in our recent ESG newsletter article, Betting on 
Social Progress, we believe inclusiveness is an important 
driver of long-term economic stability and prosperity 
in communities. Issuers that embrace the principles of 
social progress, we believe, are likely to exhibit stronger 
long-term creditworthiness, which in turn leads to 
greater opportunity and lower risk for investors.

Our updated methodology for evaluating school districts 
prioritizes metrics that we think help us identify and 
reward districts that can achieve “more with less” and 
that aim to promote social progress and ensure long-
term economic and social stability. Examples of new 
metrics include the following:
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Figure 1: Sample Metrics for School District Framework

First, we aim to identify and reward school districts 
in which students tend to outperform peers with 
comparable family socioeconomic status who attend 
other schools.1 Strong performance on this metric 
indicates a commitment to excellence regardless of 
resources available and employment of competent 
teachers, administrators, and other staff. Our municipal 
credit research finds that having a strong management 
team is not only good for student education and teacher 
retention but also for bondholders, who can rely on these 
management teams to navigate periods of fiscal stress.

Second, our framework evaluates the extent of support for 
teachers. We believe that new and experienced teachers 
who receive adequate professional development and 
support are more apt to help students achieve excellent 
academic results and reach their full potential—in 
both their academic and their professional lives. Our 
assessment of teacher support integrates policy and 
regulatory research from the New Teacher Center along 
with an index of each state’s financial support for teachers.

Lastly, in line with our city, county and state frameworks, 
our school district framework prioritizes the measurement 
of a community’s diversity, which is one way to measure the 
community’s level of inclusiveness. In school districts, we 
think that community diversity matters because students 
who are exposed to a multitude of cultures, backgrounds 
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and perspectives will be better prepared to contribute in an 
increasingly global economy.

At bottom, we believe that our updated school district 
framework helps us identify and reward districts that are 
delivering strong performance both in terms of societal 
well-being as well as economic prosperity, which then 
bolsters credit fundamentals.

Overall, school performance can have a broad and 
significant impact on state and local credits. Well-
performing schools can be an important differentiator 
when new families are deciding where to live. A strong 

school district makes an area more desirable and attracts 
new residents into a community’s tax base. In turn, 
population growth improves property values, stimulates 
tax revenue growth and has a broader positive impact on 
the local economy. This enhances a municipal issuer’s 
ability to repay their bonds, and reduces risk for investors.

We think that inclusive growth matters for the long-term 
success of school districts, and that our new framework 
will help us better understand the key drivers of this 
success. Over time, we will continue to seek out innovative 
ways to capture, assess and report the progress of the 
issuers we cover—and to share their inspiring stories.
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