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AEF e-Newsletter: March 8, 2011


This Budget Proposal is a DIRECT ASSAULT 
on Public Schools in WI – YOUR SCHOOLS! 

You have been studying several ways that this budget directly affects your district as you are identifying your own budget parameters for next year.  Along with that you have begun to consider ways of coping with this bleak situation when it comes to the reduced amount of money you will be able to raise and what that means in terms of staffing and program delivery.  All of this at a time when children are coming to your schools with more severe needs than ever before!  Children are coming into your schools in record numbers from homeless situations at while your taxpayers provide tax relief to the wealthy.  Experts that you are, you are dealing with the local impact and probable realities that this scene presents and, as always, if it comes to pass, you will somehow make it work!  However, in this moment in Wisconsin’s history, it is critical that we also take time to step back and look at the bigger, longer reaching picture that this situation paints for public schools in WI.  Let’s take a look at some of the most onerous and far reaching school funding policy issues that this budget promotes:

Reduction in Direct School Aids

Of course we are all dismayed at the reduction in state support for K-12 education that this budget proposes.  Losing $1Billion over the next two years is awful – BUT, step away from the immediate impact of losing those dollars and consider the overall scheme of things!  It is not just about the amount of money, it is about the public policy, or agenda, if you will, behind where the dollars are being eliminated!

Direct Aid v. Levy Credits - Reduction in General Aid
Levy credits were originally developed so that when lawmakers increased funding for schools, they could be certain that a portion of those new dollars would be immediately realized in property tax relief.  Hence, the below-the-line credit on tax bills.  The state used these funds to pay a portion of individuals’ property tax bills for them.  These dollars are part of the local district’s property tax levy; they just happen to be paid by the state instead of by local taxpayers.  These dollars are not, therefore, available to support educational programs in the district, as they are identified only after the district sets its property tax levy.  

Prior to the 1990s School Levy Credits were distributed based on a separate equalization formula that directed relief to districts on the basis of need or tax burden.  Taxpayers in the poorest school districts received more benefit from the credits than did those living in wealthier districts.  The distribution of these dollars shifted in the early 1990s so that districts with the highest tax levies (highest proportion of the levies statewide) began getting the most benefit from the credits.  Since districts with higher levies tend to be those that get less direct aid, the distribution of the credits shifted from poorer to wealthier districts.

In contrast to providing direct property tax relief, direct aids to schools were seen as a way to support educational programs.  Of course, this state support has also provided property tax relief since local property tax levies would be higher were it not for the state aid helping to pay for costs directly related to program delivery, before setting the local school tax levy.

It was through this combination of direct aids and levy credits that lawmakers accomplished their duo mission of enhancing support for schools over time as well as providing property tax relief.   Once the revenue limits were introduced, not only were direct state aids increased based initially on the 2/3rds funding commitment, but school levy credits were also enhanced. Ironically, the annual calculation of the revenue limit cap means that whatever general aid a district receives in that year determines the maximum tax levy.  So, direct state aid serves both purposes of concern to lawmakers; state support for schools as well as property tax relief.  If state aid goes up, local property taxes go down.  

Regardless, the level of the levy credits has grown from $319m in 1995-96 to $897m today, equal to an increase of 181%.  That growth is shown in Chart 1, below. 

Chart 1



Since 2005-06, general state aids have gone up only slightly, 1.2%, while levy credits have grown by over 91%.  Over the past three state biennial budgets the commitment to general school aids has faltered with an actual decline in 2009-11 while tax credits made tremendous gains.  Chart 2 shows the recent trends in general aids versus credits as well as showing the direction each would go under the Walker proposal.

 Chart 2

     Sources: 2009 WI Act 28 as vetoed, AEF fall 2009 newsletter and Governor Walker’s 2111-13 Budget in Brief

Under Walker’s proposal, the state reneges on its direct support for educational programs by reducing general aids – direct aids to school districts.  Over the biennium, general aids are reduced by 16% while property tax relief through the combination of School Levy and First Dollar Credits are fully funded and maintained at current levels.  

Who Benefits from Proliferation of Levy Credits?
A February 2, 2010 analysis of the distribution of $747.4m 70% of WI school districts and 85% of property taxpayers would gain more tax relief if the dollars were distributed under an equalized formula like general aids as opposed to the school levy credit formula.  This analysis also showed that districts that enjoy higher levels of state aid receive lower amounts of levy credits with the reverse also being true.  A sample of districts falling below and above state average levels of credits per pupil according to School Facts ‘10 is shown in Chart 3, below.

Chart 3
Sample of WI Districts with Below and Above State Average
 Levy Credits per Pupil

	School District
	09-10 Levy Credit per Pupil
	09-10 Equalization Aid per Pupil

	Abbotsford
	$371
	$7,503

	DC Everest
	 597
	 6,872

	Racine
	 560
	 6,156

	Sparta
	 566
	 7,383

	Elmbrook
	 2,096
	899

	Green Lake
	 2.938
	131

	Mequon-Thiensville
	 2,038
	597

	Three Lakes
	 2,579
	202

	State Average
	$758
	$5,222













Source:  School Facts ‘10 by WTA;  Green = Below Average Levy Credits; Yellow = Above Average Levy Credits

Andrew Reschovsky's study of the levy credits included their impact on types of property taxpayers.  He concluded that only 51% of the total school levy credit reduces property taxes of WI homeowners on their primary residences. He found further that 35% of the levy credits go to owners of 2nd homes with 9% of the total dollars going to WI residents and 26% going to those living out of state.   The balance of 14% goes to renters, or, owners of income property.  He also found that, "Property owners in the poorest school districts (in terms of property wealth) received an average credit equal to $375 per student. The size of the average credit going to taxpayers in school districts with higher levels of property wealth per student increases with district wealth.  Property owners in the state’s 21 property-richest districts received average per student credits of $2,596, nearly seven times the average credit going to taxpayers in the poorest school districts."   Another of Reschovsky's findings was that homeowners with higher incomes tend to live in more expensive houses suggesting that higher levy credits are going to taxpayers with higher incomes.  (Source:  A Critical Review of Property Tax Relief in Wisconsin: The School Levy Credit and the First Dollar Credit by Andrew Reschovsky, Professor, La Follette School of Public Affairs, University of Wisconsin-Madison).

The reduction of direct General Aids speaks volumes about the current agenda regarding public schools.  Regardless of a school district’s level of aid under the Equalization Aid formula or how it is treated through the distribution of levy credits,
ALL educators in Wisconsin ought to be concerned with a diminishing state commitment to providing direct support of our schools!  
Consider what the landscape will look like two years from now: 
· Direct aid will have been cut by 16%, 
· Claims will again be made that “the WI school funding system is broken,” and 
· Lawmakers will be examining next steps. 

Regardless of how your current school district is treated, consider the following:
 
 (
In two years, 
i
f your FAVORITE approach to funding WI schools would be implemented, 
would 
you want it to 
happen
 with 
16% less direct 
state 
support of our schools
?
Even i
n a good economy, 
how long do you think it would take to recover those dollars
 ($750 million)
 in 
direct 
school funding?
Now, 
help get more districts to join
 
AEF 
in advocating for any cuts being taken against levy credits and NOT DIRECT AIDS!
)Elimination of Categorical Aids Targeted at Students Protected by Our Supreme Court 

The budget proposal repeals categorical aid programs that include: preschool to grade 5 programs and English for Southeast Asian children as well as alternative education and Children At Risk.  To the extent that these programs serve the needs of economically disadvantaged students, disabled students, or students with limited English Language Skills, such action by the state would be a direct affront against the WI Supreme Court decision in Vincent v. Voight held that:
 (
 
So long as the legislature is providing sufficient resources so that school districts offer students the equal opportunity for a sound basic education as required by the constitution, the state school finance system will pass constitutional muster.
 
“
An equal opportunity for a sound basic education 
acknowledges that students and districts are not fungible and 
takes into account districts with disproportionate numbers of disabled students, economically disadvantaged students, and students with limited English language skills
.
”
)
Reduction in Revenue Limits

The proposed budget reduces the allowable revenue limit for all districts.  The result will further exacerbate existing inequities.  Since the revenue limits began in 1993 districts that were frugal prior to the caps have been disadvantaged.   Consider that the lowest taxing and wealthiest district in 1992-93 (Gibraltar) spent $8,444/pupil.  In 2009-10 Gibraltar (still the lowest taxing and wealthiest district) spent $17,897/pupil for a tax rate of $2.71.  That represents an increase of 111% in spending during the period with revenue caps.  The poorest district and highest taxing district in 1992-93 was Mellen and it spent $7,424/pupil.  In 2009-10 the poorest district was Beloit and it spent $12,365, an increase of 66% over the poorest district in 1992-93.  The highest taxing district in 2009-10 was Elmwood ($15.35) and it spent $15,388, which represents an increase of 107% over Mellen’s base level spending.

The impact of the revenue limit reduction will be more severe for districts that have been operating at a more bare bones level already.  Whether because they were frugal going into the caps, as many were; whether they have been making annual cuts already, as many have; and whether they have been unable to exceed the cap through referendum, as many have not; there is no way to reduce spending further, even with reductions in employee benefit costs, without cutting into core programs.  That means increases in class sizes and reduced offerings for students.  That means that students in some districts will be even further disadvantaged!

Modifications to Milwaukee Parental Choice Program and Charter Schools

Several conditions will change that expand opportunities for private schools in the Milwaukee Parental Choice Program, for independent Charter Schools, and for open enrollment situations that are likely to further disadvantage public schools.  The results could adversely affect public school program offerings as well as fiscal conditions.

Milwaukee Parental Choice Program
Family income eligibility requirements are phased out, any school in Milwaukee County will be permitted to participate in the program, the overall enrollment cap of 22,000 students will be lifted, and participating schools will be allowed to use any nationally-normed achievement test rather than just WKCE.  In addition, per pupil payments to participating private schools will be frozen at 2010-11 amounts, or $6,442, at the same time that aid to all public schools in the state will be reduced. 

Charter School Expansion
All four-year University of Wisconsin campuses will be allowed to sponsor charter schools anywhere in Wisconsin.  To the extent that any new programs draw from existing public school enrollments, local districts may lose members as well as financial support.  The playing field will be further “unleveled” by the fact that the charter schools will not be required to hire licensed teachers, needing to hire individuals with bachelor’s degrees only.  

Open Enrollment
Enrollment limits for the virtual charter school program will be repealed, again providing a situation where public school students may be drawn away who might otherwise help to balance program participation numbers as well as foster financial support locally.  The deadline for applying under the open enrollment program will also be extended.  

[bookmark: OLE_LINK2][bookmark: OLE_LINK1]Welcome to New Members

[image: j0300840]AEF’s newest member is the River Valley School District.  Welcome aboard!!
It is so critical in these times that we work together to help state policy-makers understand the RIGHT and FAIR things to do for the benefit of the vast majority of school districts, students and taxpayers in Wisconsin.  
Please talk to your colleagues about joining our effort! 
Our collective voices are so much louder!

Welcome to the Newest AEF Steering Committee Member

 
The CESA #1/2 vacancy on the Steering Committee was filled at the Annual Membership meeting in January by Kris Beaver, Clerk on the West Bend School Board.  Kris is a high school agriculture teacher and brings a great perspective to the committee. 

AEF Contacts:

Executive Director:  Bambi Statz, Ph.D.
7050 Lavina Road
Dane, WI  53529
608-849-5602

Steering Committee Members (CESA Districts):

	William Vincent, Chair
Elk Mound School District (Retired)
715-879-5066
	Pete Ross, District Administrator
Seymour School District
920-833-2304

	
CESAs #1/2
Ron Nortier, Retired
Beloit School District
608-921-1612
	
CESAs #9/10
John Gaier, District Administrator
Neillsville School District
715-743-3323

	
CESAs #3/4
Steve Sedlmayr, District Administrator
Alma School District
608-685-4416
	
CESAs #11/12
Monti Halberg, District Administrator
Barron School District
715-537-5612

	
CESAs #5/6
Charles Poches, District Administrator
Portage Community Schools
608-742-4879
	
Greg Maass, District Administrator
Green Bay Area School District
920-448-2100

	
CESAs #7/8
Tony Klaubauf, District Administrator
Denmark Schools
920-863-4005
	
CESAs #1/2  
Kris Beaver, School Board Clerk
West Bend School District
262-306-2602



Respectfully submitted by Bambi L. Statz, Ph.D. - Executive Director, Association for Equity in Funding
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