Schools for Equity in Education & EE

Making Sense of It All?
What is Minnesotabds responsibility for its public sch
funding increases over the years or is there a serious lack of investmentinK-12 educati on? Wh
truth?

Tom Melcher, the Finance Director at the Minnesota Department of Education, is a highly respected non-partisan expert on
school funding. To answer the above questions the following slides have been taken from this PowerPoint presentation
developed by Melcher.
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Minnesota Constitution, Article 13, Section 1

...itis the duty of the legislature to establish a general and
uniform system of public schools.

The legislature shall make such provisions by taxation or
otherwise as will secure a thorough and efficient system of
public schools throughout the state.

The Minnesota State Constitution, which is the job description for the legislature and the governor, calls out only two areas of
government that the state must fund. One is the trunk highway system and the other is found in Article 13, Section I,
directingthestated s r e s p o n s i 42 publid sghodl systemt The STKTE of Minnesota has a constitutional obligation
to adequately and equitably fund public schools. Also it is pertinent to note that the second provision in this section of the
Constitution directs the legislature to obtain the funding through its power of ftaxation or otherwisea It does not excuse the
legislature of its constitutional responsibility during tough economic times.

The General Education Levy versus the Voter-Approved Operating Referendum

Up until the earl y 2 On6irgdvas,acombimatoon af STAEEId and lodaldemy. The local
levy portion was collected from local property taxes through the General Education Levy. This levy was the
fairest way to use property taxes to fund public schools as the cost to the individual property owner for the school
levy was uniform across the state because the cost was based on the total property wealth of the state not the
individual school districts. The legislature eliminated the General Education Levy in 2003, thus assuming full
responsibility to fund public schools.

Since 2003, the stated6 s f i nanc i &2 pablicsghools has fleclined. To make up for inadequate STATE
funding, districts have again turned to property taxes. However, now districts must rely on voter approved
operating referendums where the cost to the local taxpayer is based on the property wealth of the individual
school district. Districts with high levels of property wealth have a distinct advantage in passing referendums
because of the larger property tax base, usually including significant commercial and industrial property, upon
which taxes are spread. Homeowners in low property wealth school districts often have to pay two to three times
as much to generate the same amount of revenue per pupil for their schools compared to high property wealth
districts.
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http://education.state.mn.us/mdeprod/idcplg?IdcService=GET_FILE&dDocName=020540&RevisionSelectionMethod=latestReleased&Rendition=primary

Education Funding per Student from STATE Aid AND Local Property Taxes
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Those who claim schools are adequately funded point to the top line above. Since 2003, school funding, which includes both
state aid and local property taxes, has increased by approximately 28%. However, ignoring the effect of inflation distorts the
financial health of K-12 public schools. The actual inflation-adjusted increase in revenue for public education varies between
-5% to +6%, depending on which inflation index is used.

Some disagreement exists as to which inflation index
more accurately reflects the cost drivers in education.
The Consumer Price Index (CPI) is based on the cost
of a market basket of goods purchased by a typical
household consumer with like substitutions allowed.
For example, if apples are in the basket and have risen
dramatically in price, pears can be substituted to keep
the inflation adjustment down. However, education is
not about a walk through the grocery store, rather it is
about teaching children which is extremely labor
intensive. Thus some experts recommend using the
Implicit Price Deflator (IPD) for State and Local
Governments to more accurately reflect the impact of
rising costs in education. The IPD is based on the
actual national average increases in cost for delivering
state and local governmental services which more
closely parallels the cost drivers in education. Read
more.
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http://www.mn2020.org/issues-that-matter/fiscal-policy/taking-the-spin-out-of-inflation-estimates
http://www.mn2020.org/issues-that-matter/fiscal-policy/taking-the-spin-out-of-inflation-estimates

Education Funding per Student from just STATE Aid

E-12 General Fund State Aid /ADM, gé/rt/ﬂ g
Relative to FY 2003, Adjusted for ;E e rar
Inflation

20%
15% //Lvl
10%

5% /./
oo _\\H. /

-5% \

-10%

-15%

-20%
FY0o3 FYO4 FYOS5 FYO6 FY0o7 FYO8 FY09 FY10 FY11l

—=— Unadjusted —— Using CPI —e— Using IPD

21

Total education revenue must be separated into its two components to see how the state has maintained it constitutional
obligation to adequately fund K-12 schools. Unadjusted state aid has only increased 15% since 2003. When adjusted for
inflation, the actual per student funding from the state has dropped between -5% to -15% depending on which inflation
index is used. Neither the legislature nor the governor can claim that STATE aid to public schools is keeping up with rising
costs! Public schools are continually asked to do more with less buying power.

Education Funding per Student from Local Property Taxes
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The crux of the issue is the reliance on voter approved operating referendum to make up for inadequate STATE funding.
Local property tax revenue per student has more than tripled between 2003 and 2011; almost all of this increase is from
operating referendums. The inclusion of referendum revenue in per student funding data obscures the fact that the
STATE i s under f undpubligschble.nesot ads
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Disparities Continue to Grow

The reliance on voter approved referendum is random and inequitable, as property wealth levels affect both the
chances of passing alocal levy and the amount of revenue that can be collected. Referendum revenue varies
significantly between districts. For example, North Branch has $0 per pupil in referendum revenue while Minnetonka has
over $1,800 per pupil. See the complete list of referendum per pupil and the cost to the local taxpayer for each school
district.
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As the state is constitutionally obligated to fund a general and fu n i f systamoof public schools, Minnesota annually
calculates the disparity in per pupil funding between the school districts in the top 95% funding level compared to the school
districts in the bottom 5% funding level. As the graph shows, the state was making gains in reducing the disparities in
fundingamong schooldi st r i ct s f r osmntit2808. Howewrdr sincelth® 2003elimination of the General
Education Levy compounded by decreased state aid to schools, the disparities in education funding are dramatically
increasing with most of the disparity directly attributable to the randomness of voter approved operating referendum revenue.

The Erosion of Equalization

Equalization was established in the early 19906s to make
property wealth districts. The state provides aid to bring down the cost of referendum to the local taxpayer. The factors used
to calculate the ratio of state aid to local property tax for every dollar of referendum approved was based on the average
property values in 1993. The equalization factors have not been increased to reflect escalating property values, thus
property owners in lower property wealth districts pay two to three times more for the same referendum revenue for their
schools as similar taxpayers in higher property wealth districts.

What Can Be Done?

The disparities with local referendum which is needed to make up for inadequate state funding means children is districts that
are unable to pass significant referendum are missing out on valuable learning opportunities. The quality of a child's
education should not be dependent on where they live!

To resolve the growing inequities in funding education and the quality of education provided in different parts of the state, the
legislature needs to:

1. Re-establish the General Education Levy.

2. Update the equalizing factors for all education-related levies.

SeeSEEG&6s 2012 L edqiforhdditionaVifornkatioat f or m
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http://schoolsforequity.org/files/47452208.pdf
http://schoolsforequity.org/2011_Legislative_Platform.html

