2005-2006 Education Policy Leadership Fellowship Program

Position Paper on School Funding in Pennsylvania

I. Introduction

As fellows in the 2005-2006 Education Policy Leadership Fellowship Program, we have been charged with identifying “changes that are necessary to make Pennsylvania’s system of funding public education more fair and effective.”  This paper represents a collaborative effort on behalf of those of who identify ourselves as educators, community members, parents, and social service agencies that support a high-quality public education system within the Commonwealth of Pennsylvania.  There is much data on student achievement and the achievement gap that has influenced our thinking and the premises that are laid out below.  Much of this data centers on student achievement as measured by the PSSA (Pennsylvania System of School Assessment).  It is important to note that the PSSA is not an absolute measure and should be one piece of data considered among multiples data sources to get an accurate picture of student and school success.

II. Historical Overview of Public Education Funding in Pennsylvania

Early education was placed in the hands of the church and remained largely sectarian until the late 1700s.  A provisional constitution, signed in Philadelphia in 1776, contained an education section stating:  "A school or schools shall be established in each county by the Legislature, for the instruction of youth, with salaries to the masters paid by the public . . ."

The original Pennsylvania constitution of 1790 made provision for the creation of public schools so that "the poor may be taught gratis."  In 1794 the House of Representatives approved a funding plan for "public schools" where 20% of the costs were paid from the state's General Fund and the remaining 80% were funded through county taxation.

In April 1831, the Legislature passed the Common School Fund Act providing funds of $2 million and the establishment of a system of education through common schools.  The Free School Act of 1834 provided for the formation of school districts within every city, county, ward, township and borough throughout the commonwealth.  The act of 1834 required that county taxes and school boards be voted on and mandated a county school tax of no less than two times the amount received from state aide. 

In 1835, the distribution of state funding was based on the number of taxable inhabitants within each school district.  Although flawed, this system of funding took place for 63 years.  This practice changed in the late 1800s so that disbursements of state aid were based on the number of children ages 6-16, the number of taxables, and the number of taxable residents.

Local taxation was initially focused on land through the real estate tax, and labor through occupation assessment and income taxes.  In 1932 the Sterling Act introduced a tax based on income rather than on property.  Suburban growth following World War II prompted the "Tax Anything Law" of 1947 (Act 481), granting broad tax authority to local governments.  This law was revised in 1965 as Act 511 and formed the basis for non-property taxation today.  In addition to Act 511, school districts' taxing powers are governed by the Public School Code of 1949.

During the economic depression of the 1930s, local property taxes were paying nearly 82% of school costs.  As homeowners defaulted, state subsidies were increased.  Increases in state subsidization continued throughout World War 11, and by 1950 state aid approached 40% in the average school district. 

Pennsylvania's present-day subsidy system emerged during the 1950s and 1960s.  This system emphasized expanding the local tax base, strengthening subsidy, and equalizing financial resources available to school districts.  The means of accomplishing this purpose resulted in an intricate formula where state aid is apportioned so that relatively poorer school districts receive greater assistance than wealthier ones.  This formula has undergone a number of changes in recent years and continues to be affected by the levels of funding actually provided by the General Assembly. 

Prior to 1968, subsidy payments were made on the basis of teaching units.  Act 96 of 1968 introduced the "weighted pupil" factor in disbursing state aid, establishing a cost differential for educating kindergarten, elementary and secondary students.  The calculation of a district's Weighted Average Daily Membership determined a district's theoretical need related to wealth and, therefore, its relative need for state financial assistance.  This resulted in the development of the Market Value Personal Income Aid Ratio that was intended to be a reflection of a district's ability to raise local revenues.  In computing the aid ratio, property market values were given a 60% weighting and personal income was weighted at 40%.  This basic subsidy formula determined the state's share of a district's Actual Instructional Expense (AIE).  As a means of comparison with other districts, this was divided by Weighted Average Daily Membership (WADM) to show instructional costs per student (AIE/WADM).

Act 59 of 1977 provided that equalized mills be applied to the subsidy formula.  The Equalized Subsidy for Basic Education was used to determine only a small amount of the total aid appropriated by the General Assembly.  Most subsidy funds were distributed on the basis of a formula that included aid ratio, WADMs and a fixed dollar amount per pupil, known as the Factor for Educational Expense.  

Recently, state systems of school finance have been challenged on the basis that the quality of a child's education should not be determined by the level of wealth in a geographic area.  The plaintiffs in these court cases contend that this constitutes discrimination.  The crux of the argument is as follows:  When the state underfunds the school system, wealthy districts can supplement their state subsidies with property taxes; poor districts have great difficulty raising local funds to make up for state underfunding.  The result:  In low-income districts, the level of instructional support per WADM is half the level of support in wealthy districts.

On the national scene, more and more states are facing lawsuits regarding the adequacy and equity of their funding for public education.  Since the Court's ruling in San Antonio vs. Rodriquez (1973) that education was not a right guaranteed in the U.S. Constitution, during the past fifteen years, equity-based litigation has gradually been replaced with adequacy-based litigation.  Adequacy claims are based on the idea that the state is responsible for providing a basic level of funding that is sufficient for a proper education.  By focusing on the adequate level of funding, rather than on how equally the funding is distributed, courts can ensure a proper level of education without having to interfere in the affairs of local districts. 

Forty-four out of fifty states have experienced school finance litigation.  Only Delaware, Hawaii Mississippi, Nevada and Utah have had no school funding litigation.  Indiana had a suit filed, but it was withdrawn prior to any court decision.  Adequacy lawsuits have been filed in thirty-two states.  The results are as follows:  In fourteen cases the courts found that the school funding systems violated the state's constitution; seven cases resulted in court rulings in favor of the state; four cases were settled out of court; six cases are pending; and one case was withdrawn prior to being heard.

The most significant hurdle in adequacy litigation is the method of determining the actual costs of a proper education.  In Ohio, the Court's decision in DeRoth vs. State (1997) recognized the legitimacy of state standards and standardized testing as an acceptable measure of an adequate education.  In Wyoming, in Campbell County School district vs. State (Campbell I), the Court found that the state constitution established education as the legislature's paramount priority and directed the legislature to determine the cost of a quality education and fund it.  To develop the court-ordered cost analysis of an adequate education, the stated hired consultants who used a "professional judgment" approach to determine the components necessary to deliver this education while considering statewide average costs and adjustments for particular types of school districts and students.  The results of this process were used by the legislature in establishing a new funding system. 

In Pennsylvania, the courts have determined that the Commonwealth’s funding mechanism may not be litigated and is in fact an issue that is within the legislature’s purview to act or not act.  In 1991, PARSS filed an equity lawsuit in an attempt to get a fair and appropriate amount of state funding to assure an equal opportunity for a thorough and efficient education for students in small and rural school districts.  On January 10, 1991, a complaint was filed in Commonwealth and Federal Court (PARSS v. Casey).  PARSS didn’t file a lawsuit against the two houses of the legislature because Governor Combs of Kentucky recommended this.  He said the eventual solution would have to come from the legislature and it would be futile to disrupt the process by suing them.  In the end, the suit was held to be non-judiciable (dismissed) because of an intervening Supreme Court decision (Marrero Case) which held that only the legislature could determine what is “thorough and efficient.”  In July of 1998, Judge Pellegrini stated that “If the General Assembly had established such a system with a funding scheme not providing school districts with sufficient revenues to hire teachers, turn on the lights, or heat the buildings, I would hold that a challenge to such funding scheme is justiciable and unconstitutional.”  The PARSS case began with 127 school districts and ended with 218 districts having joined.

III. Summary of Education Funding Plan

After reviewing the current funding mechanism in Pennsylvania, it becomes clear that a student’s education is greatly influenced by virtue of their zip code.  Students living in areas marked by high rates of poverty are typically provided fewer resources to reach the same educational goals as students living in areas marked by higher rates of employment and higher family incomes.  The current funding scheme as reviewed previously in this paper seems to fly in the face of the generally accepted purpose of public education.  Horace Mann probably stated it most clearly when he said, “Education, then, beyond all other devices of human origin, is the great equalizer of the conditions of man, the balance-wheel of the social machinery.”

Basic Education:
Section 14 of the Pennsylvania Constitution states “The General Assembly shall provide for the maintenance and support of a thorough and efficient system of public education to serve the needs of the Commonwealth.”  In keeping with Section 14, we are proposing a system that centralizes the collection of revenue and the distribution of resources equally to local education agencies on a per-pupil basis.  The general outline of this distribution formula shall be as follows:

· During the 2007-2008 school year, the Commonwealth shall provide $11,180 of funding per pupil to each school district.  This figure will be referred to as the base funding. 

The figure was determined by studying how much schools are currently spending.  In the 2002-2003 school year, several schools were already meeting the 2008-2009 targeted proficiency requirements.  Those schools were spending an average of $8,740 per student.  In addition, data from the Pennsylvania Department of Education indicates the state average expenditure per student for that same school year to be $8,585. (Figure X)  During the 2003-2004 school year, the highest-spending districts spent an average of $11,254 per pupil. (Figure Y)  Adjusting backwards for inflation of 3.90%, that would correlate to $10,815 for the 2002-2003 school year. 

Using these figures, an average expenditure of $9,380 per pupil for the 2002-2003 school year was determined.  That figure was then adjusted for inflation based on the actual consumer price index.  Base funding for the 2007-2008 school year is $11,180. (Figure Y)
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· The aforementioned per-pupil funding shall be utilized by local education agencies to deliver instruction as mandated by the State Standards and other such programs mandated by the state and federal government.

· Upon implementation, local school districts are required to eliminate local taxes to the degree that Commonwealth subsidy replaces them.  Local school districts may continue to levy taxes to fund programs and activities where costs exceed subsidy provided by the Commonwealth.

· In January of 2008 and each year thereafter, a panel (see Table 1) shall determine the adequacy of the base funding and shall set the base funding rate for the following fiscal year.  Non-elected representatives shall serve for a term not to exceed three years.  Terms shall initially be set so as to stagger the expiration of terms.  This panel shall be referred to as the Educational Equity Panel and shall have the authority to hire such staff and actuaries as may be appropriate to accurately and fairly calculate the annual base funding.

Table 1: Composition of Educational Equity Panel

	PA League of Urban Schools Representative
	PA Association of Rural and Small Schools Representative


	PA Chamber of Commerce representative
	PTA representative
	PSEA representative

	Majority Chair of the House Education Committee (or designee)
	Minority Chair of the House Education Committee (or designee)
	Majority Chair of the Senate Education Committee (or designee)
	Minority Chair of the Senate Education Committee (or designee)
	Governor (or designee)

	Secretary of Education (or designee)
	PSBO representative
	PASA representative
	PSBA representative
	PaFT representative


· The base funding shall be distributed to local education agencies based upon the average daily attendance and shall be weighted as follows:

· Regular Ed.
1.0 x base funding
· Limited English Proficiency
1.1 x baseline

· Poverty
1.2 x baseline
(qualify for free and reduced lunch)
· Alternative Education
1.5 x baseline
· Special Education
excess cost

· Charter Schools shall be funded using the same formula but shall assume all costs related to education, including but not limited to transportation, construction, employee benefits.  Charter schools will be monitored for adverse selection bias as it relates to LEP, Poverty, Alternative Education, and Special Education.

· Cyber Charter schools shall have their base funding determined as a separate calculation by the Educational Equity Panel and shall be monitored for adverse selection bias as it relates to LEP, Poverty, Alternative Education, and Special Education.

· Local education agencies may use their taxing authority to raise funds for educational and extra-curricular programs which are designed to complement those programs mandated by state and federal law and regulation.

There are several other areas for which local education agencies depend on the Commonwealth for subsidy and they are discussed below. 

Transportation:

During the 2003-04 school year, 1,548,000 students were transported over 389,000,000 miles in 28,626 vehicles.  School districts reported total costs of $938,000,000 for pupil transportation.  The Commonwealth subsidies paid the districts $545,000,000 in 2004-05 for the 2003-04 service—an average of 58%.  (Wealthier districts receive less, poorer districts receive more.)  The transportation subsidy is the third largest appropriation in support of public education (after basic education and special education).  

The subsidy is based on a formula that calculates an approved reimbursable cost factor (ARC).  This factor is based on “allowances” for vehicle age and capacity, mileage traveled, utilized passenger capacity mileage, and layover and congestion.  A cost index is applied to these allowances to arrive at the ARC.  The Commonwealth applies the district’s aid ratio to the lesser of the ARC (adjusted for certain non-reimbursable deductions) and actual costs incurred by the district.  If a district’s ARC is more than ½ mill, the Commonwealth reimburses the difference (called “excess cost”).

When an Intermediate Unit incurs transportation costs for students served, the same calculations are applied to the IU’s costs.  The IU is reimbursed by the Commonwealth via subsidy and the districts are charged for the difference.  If a district provides transportation services to the publicly educated students, they are also responsible to provide transportation to non-public and charter-schooled students.  In the current system, these costs are subject to subsidy calculations.

The current subsidy model has some strong points to it.  The allowance calculation carefully looks at factors in the transportation to and from school.  Also, the annual application of inflationary index is helpful in attempting to keep up with increases in costs.  Districts that cover a large geographic area and may have unusually high costs are protected by the excess cost reimbursement.  Because aid ratio is applied in the formula, wealthier districts assume a greater portion of the cost and poorer school districts absorb less.  One interesting inconsistency in the formula is that greater weighting is given to sub-contracted services over in house operations; perhaps a result of strong lobbying efforts by contractors.  Costs for transporting students within short distances and for extra-curricular events are not subject to subsidy.  With the exception of the preference given to sub-contracted services, this method of reimbursing districts for transportation costs should be maintained.

Construction:
In 1956 the General Assembly established a program to reimburse the districts for expenses incurred for new construction, additions or alterations to existing facilities to meet the growing need for more classroom space brought on by the “baby boom.”

In order for a district to receive reimbursement, they must go through the Plancon process.  Districts can qualify for reimbursement for a building every 20 years.  Maximum reimbursement is generally calculated by taking the pupil capacity of a building project times a per-pupil dollar amount.  In January of 2005, the applicable per-pupil reimbursement amounts were increased to $4,700 for elementary and $6,200 for secondary capacity.  For new construction, projects are limited to maximum allowable amounts.  In a renovation project, there is a pro-ratio of the calculation to arrive at the reimbursable amount.  The reimbursable amount is divided by the total project costs to arrive at the reimbursable percentage.  For projects financed by debt, the reimbursable percentage is applied to each debt service payment.  The district’s market value aid ratio is then applied to determine net subsidy.  This method of reimbursing local education agencies for the cost of construction related to delivering programs mandated by state and federal law and regulation should be maintained.  The reimbursable amounts shall be reviewed annually by the Educational Equity Panel.

IV. Ongoing Concerns

Even with the funding formula and distribution set forth in the prior section, we continue to have concerns that should be monitored and resolved.  Equity and adequacy are our most critical concerns.  Is it enough to ensure that all students receive adequate resources to reach minimum standards? Or should all students have equitable opportunities to achieve above the minimum standards that would be afforded through a base funding model?  Should districts (and the students who reside there) with greater willingness and ability to pay be allowed to create a gap between the haves and have-nots by funding additional programs for enrichment?  Should we consider additional school district consolidation to eliminate geographic boundaries that promote racial and economic inequities?

Although our funding model goes a long way to improve equity and adequacy in Pennsylvania, we feel that these ongoing concerns must be monitored and addressed as the new funding model evolves.

V. Implementation and Accountability

In order to implement this new funding model for public education, we wrestled with two concepts.  The first and easiest to accomplish would be to introduce legislation in the House and Senate that would enable the taxing and distribution authorities and authorize the Educational Equity Panel to set the basic funding level annually.

The second and more arduous course of action is to amend the Pennsylvania Constitution to state “The General Assembly shall provide for the maintenance and support of a thorough and efficient system of public education to serve the needs of the Commonwealth and shall appropriate funds that ensure adequate, equitable, and predictable resources to enable each child to reach state standards.”  After considerable debate, we decided that the two concepts (legislative solution and constitutional solution) are not mutually exclusive and that we would place our primary organizing and lobbying efforts on the new funding mechanism legislation.  At the same time, we will promote a constitutional amendment to ensure that judicial recourse exists if policymakers ignore their responsibility to provide a thorough and efficient system of public education.

The process of amending the Constitution in Pennsylvania requires that legislation be introduced into the General Assembly (House and Senate).  This legislation would have to be passed by the General Assembly twice in two consecutive legislative sessions and then be affirmed by the voters of the Commonwealth through a referendum on the ballot.  If the referendum passes (by a simple majority), then the constitution is changed.  As an example, if you were to have the amendment passed this year, prior to November 30, the amendment would then have to be reintroduced in the 2007-08 session and go through the process one more time.  The passage of such an amendment would be announced to the public and then no less than three months later is voted on during an election

VI. Sources of Revenue

An appropriate mix of personal income tax, corporate tax, and property taxes will be levied and will be collected by the Commonwealth and distributed through the basic funding model.  In addition, local school boards may levy additional taxes to provide additional resources to meet local needs.

VII. Obstacles and Opportunities

The American public understands that underfunding is a major problem facing our schools.  “Lack of financial support is solidly entrenched in the public mind as the major problem facing the nation’s public schools.  Responding to an open-ended question, 20% of those surveyed mention lack of financial support . . . This year it attracts twice the number of mentions of any other problem.”

And America is ready to increase funding for schools if they believe that the schools will be accountable for the resources they spend.  In March of 2006, the Mellman Group conducted a poll for the National Education Association.  See Table 2.
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The media, legislative bodies, and the general public are engaged in important debates about property tax reduction, gambling revenues, and No Child Left Behind.  We contend that it is now time to have an honest debate about an equally critical topic:  the causes of and solutions for the Achievement Gap.  More and more citizens are being impacted by the globalization of commerce and trade.  If we frame the debate in terms of the underlying bedrock principle of public education (i.e., “great equalizer of the conditions of man—the balance-wheel of the social machinery”), we have the opportunity to make the case for doing what is right to ensure an educated citizenry committed to representative democracy and the pursuit of the American Dream.

That said, it is important to remember that “all politics are local.”  It is important to get a sense of what Pennsylvania voters and taxpayers are saying.  The Mansfield University “Public Mind Survey” tracks public opinion on a variety of issues in the Pennsylvania.  The news is good!  See Table 3.
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In order to generate the legislative will to enact such a bold change in public school funding, we must mobilize a coalition that energizes the pragmatists, the idealists, the rich, the poor, and people of every race and creed.  Consider a movement that captures the passion of the civil rights movement.  Consider a movement that defines the next battleground in civil rights as equitable, adequate, and predictable public education funding for all students of the Commonwealth.  Absent a grassroots movement throughout the Commonwealth, we will continue to see legislation that shifts taxes and does nothing to bring equity, adequacy, and predictability to all public schools and the children they aim to serve.

Building this kind of sustainable movement must involve an inclusive coalition of stakeholders from across the Commonwealth.  There are several existing organizations that could convene stakeholder meetings across Pennsylvania until a “Central Committee” could be established to guide the movement.  We must show the disparity of public education across the Commonwealth.  We must display the realities of being educated in Upper Saint Clair compared to being educated in South Allegheny or Phoenixville compared to Oxford Area.  See Table 4.

Table 4

	District
	2003-2004 Expenditures per ADM
	District
	2003-2004 Expenditures per ADM
	Difference

	South Allegheny

2002-2003: 52% Proficient in Reading
	$7,974
	Upper Saint Clair

2002-2003: 84% Proficient in Reading
	$10,332
	$2358

	Oxford Area

2002-2003: 52% Proficient in Reading
	$8,156
	Phoenixville

2002-2003: 73% Proficient in Reading
	$12,512
	$4356




In fact, we must shame the public into doing more for those who are not yet able to demand more for themselves.  Our rallying cry can best be captured with a quote by Theodore Roosevelt:  “The test of our progress is not whether we add more to the abundance of those who have much; it is whether we provide enough for those who have too little.”

And our biggest challenge will be to sustain a movement that will take several years to see enabling legislation and a Constitutional amendment.

2005-2006 EPLC Fellows contributing to this paper:
William Bray

Carey Harris

Christine Hakes

William Harst

Amy Stewart

James Testerman


Jennifer Waltz
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Here’s another perspective – A large majority of districts spend below the state average per student, with about half spending at least $500 below the state average.  The total number of districts spending below the state average increased in 2003-04 for the first time in many years.  The number of districts spending at least $500 below the state average is now at its highest level in nine years; nearly one million students are educated in these districts.





All data is from the 2003-04 school year, unless otherwise noted.  “Total expenditures” include everything the district spends in a given year.  “Current expenditures” exclude expenses that are spread out over a long period, such as construction costs and debt services.�
�
Original data from the PA Dept. of Education is at http://www.pde.state.pa.us (click on PreK-12 Schools: Finances, Financial Summaries).�
�









Table 2








Which of the following comes closest to your point of view?


We should increase funding for schools.


We should increase funding for schools to help pay for repairing schools, reducing class size, and building new schools.


We should increase funding for schools to help pay for repairing schools, reducing class size, and building new schools, and make sure they publicly account for every taxpayer dollar they spend.


Versus


We should not increase funding for schools because it will cost too much and cause taxes to increase.
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Table 3











� Rose, Lowell C and Alec M. Gallup, “The 37th Annual Phi Delta Kappa/Gallup Poll of the Public’s Attitudes toward the Public Schools,” Phi Delta Kappan, September 2005, 42.


� Source Pennsylvania Department of Education.
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