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Abstract

This study examined the use of the national consumer price index for all urban consumers (CPI-U) as a benchmark in evaluating annual budget increases, and the use of a multiple of the CPI-U (120%) as a spending cap for contingency budgets in school districts within New York State.  Using budget, enrollment, and voting data for approximately 575 school districts obtained from the New York State Education Department, one-sample t tests were conducted to determine whether the change in the annual CPI-U and 120% of the CPI-U was the same as the mean change in school district.  The sample mean differences were significantly higher than the test values, suggesting the use of the CPI-U and a multiple were not appropriate.
Purpose
Even as taxpayer fatigue settles in, each year school districts in New York State are being required to do more by the federal and state governments as well as their communities.  Too often, these demands are unfunded and become an unwelcome burden to the taxpayers at budget vote time.  Voters have been conditioned to compare their school district’s budget increase with the CPI-U to determine if the proposed budget increase is appropriate.  This was done, it seems, without determining whether the comparison is appropriate.  Additionally, the State of New York limits the level of spending for those school districts on a contingency budget.  The calculation of this spending limit is based on a multiple (120%) of the CPI-U.  The purpose of this study was to examine the use of the consumer price index (CPI-U) as a benchmark in evaluating annual budget increases, and the use of a multiple of the CPI-U (120%) as a spending cap for contingency budgets in school districts within New York State.  The research question studied was: is the change in the annual CPI-U the same as, or more than, the mean change in school district budgets required to provide a sound basic education?

Perspective

Public school finance at the state level can seem to be more a result of politics than of student need.  The laws governing public school finance can seem reasonable on their surface, but they can sometimes be misaligned with the purpose of public education, which the reader will later see defined by the court.  This section of the paper discusses the nature of a small but important piece of the legal puzzle that seems to be self-contradictory.  We will leave the politics to the imagination of the reader.
New York State’s public school finance system is authorized by the New York State constitution, which states in full that, “The legislature shall provide for the maintenance and support of a system of free common schools, wherein all the children of this state may be educated”  (N.Y. Const. art. XI, § 1.).
The Campaign for Fiscal Equity, Inc. (CFE) created a chronology of their lawsuit filed on behalf of the students of New York City against the State of New York challenging the constitutionality of New York State’s public school financing system.  The relevant portion of the chronology provides the following.
	
	

	
	

	Jan 10, 2001
	The State Supreme Court rules in favor of CFE, declaring the state’s school funding system unconstitutional.  In his decision, Justice Leland DeGrasse orders the State to reform the school funding system to make it predictable, transparent, and aligned to student need.

	Jun 25, 2002
	In a 4-1 vote, the Appellate Division, First Department, of the State Supreme Court rejects the trial court's ruling that the current school funding formula is "inequitable and unconstitutional.”  The intermediate appeals court holds that students in New York State are only entitled to an eighth-grade level of education and preparation for low-level jobs.

	Jun 26, 2003
	In a 4-1 vote, the Court of Appeals reverses the Appellate Division and rules in favor of CFE ordering the state to reform the funding system to ensure that schools have the resources to provide the opportunity for a “sound basic education,” which they define as a “meaningful high school education.”  In their remedial order, the Court orders the State to “ascertain the actual cost of providing a sound basic education” and implement a system of accountability that will ensure the reforms actually provide the opportunity for a sound basic education.  They give the state until July 30, 2004 to implement the necessary measures.
(http://www.cfequity.org/CFEchronology.htm, ¶ 3-5)


The decisions described above served to expand the constitutional entitlement regarding public education, from that of a common school (eighth-grade) education to that of a meaningful high school (sound basic) education. (CFE v. State of New York, Slip Op. at 15615, 2003)  The decisions also established criteria for the State’s public school finance system; the system must be predictable, transparent, and aligned to student need. (CFE v. State of New York, 2001)
This paper focuses on the school district budget component of the State’s public school finance system.  The laws governing school district budgets have not been adjusted as a result of the court’s order.  Specifically, the laws governing the school district budget notice and those governing the calculation of the contingency budget cap may need to be revised in order to meet the court ordered standard of being aligned to student need.
School districts in New York State are required to provide written notice to their communities regarding the budget-to-budget change being proposed. (N.Y.S. Education Law § 2022.2-a, 2007)  In this notice, school districts are also required to report the change in the (CPI-U) for the calendar year prior to the fiscal year for which the proposed budget was developed.  This requirement makes clear the State’s position that the change in the CPI-U is the appropriate benchmark against which to evaluate a school district’s proposed budget.
In New York State, if a school district’s budget is defeated by its voters, the school district may either hold another vote, or adopt a contingency budget.  If the school district holds another vote, and the proposed budget is defeated by its voters, the school district must adopt a contingency budget.  The contingency budget adopted by the school district is subject to a cap on total expenditures.  The contingency budget cap on total expenditures is the lesser of 4%, or 120% of the change in the annual CPI-U for the prior calendar year. (N.Y.S. Education Law § 2023, 2007)  The use of the CPI-U, in this case 120% of the change in the CPI-U, as a cap on a school district’s budget establishes the CPI-U as a State imposed benchmark against which to evaluate school district budgets.
The CFE v. State of New York, (2001) established the new standard that the State’s school finance system must be aligned to student need.  With that in mind, the question arises, is the change in the annual CPI-U the same as, or more than, the average change in school district budgets required to provide a sound basic education? 
Method

We calculated the year-to-year change in the voter approved per pupil budgets for school districts in New York State for the last four years: 2004-05; 2005-06; 2006-07; and 2007-08.  We used voter approved budgets because the State’s delegation of budget approval to local communities makes clear the State’s belief that local communities are best suited to determine the appropriate level of expenditures needed to provide a sound basic education.  Only budgets that were voter approved on the first vote were used in the study because the second vote budget information was not available.  The per pupil budget-to-budget change was used to control for the variation in needed expenditures due to student enrollment.  We used a one-sample t test to compare the mean percentage change in the voter approved per pupil budgets to the percentage change in the CPI-U and 120% of the change in the CPI-U for the corresponding years.
Data Sources

The per pupil budgets were calculated using the budget and enrollment data collected by the New York State Education Department (NYSED) from the property tax report cards submitted by school districts.  Big city and special act school districts are not required to submit this data as they do not vote on their budgets and, therefore, they were not included in the study.  The property tax report card data is self-reported and unaudited.  Though required by sections 1608(7), 1716(7), and 2601-a(3) of the New York State Education Law to do so, not every school district required to submit this data complied for the years studied.  The per pupil budget data for each school district that submitted a property tax report card was checked against the first round budget vote results collected by the NYSED.  These data are also self-reported and unaudited.  School districts with a failed first round budget vote were excluded from the sample for the year(s) in which the failed first round vote occurred.  The remaining sample of school districts for each of the years studied yielded the initial voter approved per pupil budget-to-budget percentage change data to be analyzed.  The voter approved per pupil budget-to-budget percentage change data was tested for normal distribution and all outliers were excluded from the data sets.  The data sets for each of the four years studied were normally distributed with low skewness and slight to moderate positive kurtosis.  The remaining samples ranged from 545 to 633 school districts.
CPI data were retrieved from the United States Department of Labor, Bureau of Labor Statistics website (http://data.bls.gov/cgi-bin/surveymost?cu).  We used these data to calculate the percentage change in the average annual CPI-U.
Results

One-sample t tests were conducted on the voter approved per pupil budget percentage changes for each of the budget years 2004-05, 2005-06, 2006-07, and 2007-08 to evaluate whether their means were significantly different from the percentage change in the CPI-U for the calendar year prior to the budget votes.  For each of the years studied, the sample mean was significantly different from the percentage change in the related CPI-U and the effect size indicated a large effect. (Table 1)  For example, for the 2004-05 budget, the sample mean 5.86 (SD = 3.02) was significantly different from 2.28, t(534) = 27.37, p = <.01.  The effect size d = 1.18 indicates a large effect.  Table 1 shows the results of the one-sample t test for each of the years studied.  The results support the conclusion that the use of the CPI-U as a benchmark for the per pupil budget-to-budget percentage change required to align with student needs is not appropriate.
Table 1
Test Value is CPI-U
	Per Pupil Budget
% Change
	N
	Test Value

CPI-U
	M
	SD
	t
	d
	p

	2004-05 Fiscal Year 
	535
	2.28
	5.86
	3.02
	27.37
	1.18
	.000

	2005-06 Fiscal Year
	545
	2.66
	6.00
	2.74
	28.47
	1.22
	.000

	2006-07 Fiscal Year
	593
	3.39
	6.18
	2.70
	25.13
	1.03
	.000

	2007-08 Fiscal Year
	633
	3.23
	6.23
	2.85
	26.49
	1.05
	.000


One-sample t tests were conducted on the voter approved per pupil budget percentage changes for each of the budget years 2004-05, 2005-06, 2006-07, and 2007-08 to evaluate whether their means were significantly different from the percentage change in the CPI-U x 120% for the prior year.  For each of the years studied, the sample mean was significantly different from the percentage change in the related CPI-U and the effect size indicated a large effect, except for 2006-07 when it indicated a medium effect. (Table 2)  For example, for the 2004-05 budget, the sample mean 5.86 (SD = 3.02) was significantly different from 2.73, t(534) = 23.93, p = <.01.  The effect size d = 1.03 indicates a large effect.  Table 2 shows the results of the one-sample t test for each of the years studied.  The results support the conclusion that the use of the CPI-U as a cap for the per pupil budget-to-budget change percentage required to align with student needs is not appropriate.

Table 2
Test Value is CPI-U Multiplied by 120%

	Per Pupil Budget

% Change
	N
	Test Value

CPI-U x 120%
	M
	SD
	t
	d
	p

	2004-05 Fiscal Year
	535
	2.73
	5.86
	3.02
	23.93
	1.03
	.000

	2005-06 Fiscal Year
	545
	3.20
	6.00
	2.74
	23.87
	1.02
	.000

	2006-07 Fiscal Year
	593
	4.07
	6.18
	2.70
	19.00
	0.78
	.000

	2007-08 Fiscal Year
	633
	3.87
	6.23
	2.85
	20.83
	0.83
	.000


Educational Importance of the Study

The decisions in the CFE v. State of New York, Slip Op. at 15615 (2003) and CFE v. State of New York (2001) have changed the legal environment within which New York State’s public school finance system must be designed.  The constitutional standard that the public school finance system must now meet has been expanded by the courts from providing all children with an opportunity for a common school (eighth grade) education to providing all children with an opportunity of a meaningful (high school) education.  Additionally, the public school finance system must now be predictable, transparent, and aligned to student need.  It is the system’s alignment with student need that is at issue in this paper.

The State has delegated to local school district communities the power to determine the size of the annual school district budgets necessary for meeting the constitutional standard of education.  Communities exercise this power through the budget vote process established in the Education Law.  This delegation is a strong indication that the State believes that the local school district voters are best suited to determine the level of spending required to meet the constitutional standard.  However, in what might seem a contradictory piece of legislation, the State imposes limitations on the spending increases that may be adopted by school districts when their communities fail to approve their proposed budgets.  This same piece of legislation requires school districts to include information on the change in the CPI-U in their budget notice, which is sent home to all qualified voters and is sent to the local media.  This legislation is a clear indication that the State believes that budget increases should be equivalent to changes in the CPI-U, without consideration of student need.
This study found that, for the four-year period studied, the mean voter approved per pupil budget-to-budget increase was significantly higher than the change in the CPI-U.  This suggests that the use of the CPI-U as a benchmark for evaluating budget increases is not appropriate when the new standard requiring the State’s public school financing system to be aligned with student need is considered.  On average, the local communities determining the increases in their school district budgets needed to provide a sound basic education believed that the required funding was much higher than the percentage change in the CPI-U.  As a result, the State may need to alter the benchmark it requires school districts to include in their budget notices to their communities.

The State may also need to revise the calculation of the contingency budget cap.  The current calculation of the lesser of 4% or 120% of the change in the CPI-U would have been significantly lower than the mean increase in per pupil budgets approved by communities throughout the State.  This suggests that a contingency budget calculated pursuant to the current law, may not be aligned with student need.

These findings also suggest the need for the development of appropriate benchmarks for evaluating the proposed budget increases and for calculating the spending cap on contingency budgets.
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