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The issue of school funding has been in the news recently and I wanted this week to 
address it.  I printed a complete history of Pennsylvania school funding in Lancer Letter #199 
which is available on our website.  To fully comprehend what is currently happening, though, I 
will just touch on the more recent historical points.

This material is a little difficult to slog through, but it is critically important that all 
citizens understand this.

In 1983, lawmakers established a factor for education expense through Act 31.  The 
formula they created, equalized subsidy for basic education and added supplements for low 
income students, local tax efforts and population density per square mile.    Through 1993, the 
legislature tweaked this formula six more times, adding supplements to address issues such as 
poverty levels, small district’s limited ability to increase local taxes and enrollment growth.

In 1994, a “hold harmless” provision was added.  It guaranteed that districts would 
receive state funding at a level no less than the previous year’s allocation. In the years that 
followed, then, school districts knew they would receive at least the same amount of state 
subsidy as the previous year.  The Governor and legislative leaders only worked out what to do 
with the “new money” in the budget.  For example, if they increased education spending by 200 
million dollars, a small group of politicians would decide how that 200 million would be 
distributed.  It is no secret that for decades, “new education dollars” were distributed based 
largely upon who wielded political power.  

Different districts have different issues with the two funding pieces in place since 1994.  
While the “hold harmless” provision is seen as good for the survival of small, rural districts who 
depend  on the state subsidy due to a limited tax base, districts that are growing in enrollment or 
diversity, argue that they are not adequately compensated.  With the distribution of new funds 
along political power lines, many times the rich got richer and the poor got poorer.

In General McLane we have fared OK in the scheme used since 1994.  Because the 
formula that has been part of the funding since 1994 places us in the middle – we are a district 
that gets approximately half our funding from the state and half from local taxes – no matter 
what the state did, we were not terribly hurt or significantly helped.  A district receiving 70% of 
funding from the state, in contrast, could be very hurt if the state did not increase appropriations 
significantly.

This past year (15-16), a commission issued a report with a new “fair funding formula.”  
The new formula looks at 8 different economic/enrollment factors applied to a two step 
formulaic process. It utilizes a district’s Average Daily Membership (enrollments), students with 
limited English Proficiency, Charter School Daily Membership and student poverty at three 
different levels (poverty, acute poverty and concentrated acute poverty).  Those factors give you 
a weighted student headcount which is then adjusted by the sparsity of the district, the median 
household income index of the district and the local effort capacity index (ability to raise local 
taxes.)  That second equation leads to a district’s prorated share of the new state dollars.

The legislature added 200 million dollars to the education budget for 2016-2017 and for 
the first time, the new fair funding formula was applied to those new dollars.  For General 
McLane, we received an increase of $148,000 in basic education subsidy over the 15-16 school 
year.  In previous years, we were receiving between $250,000 and $350,000 in new dollars.  The 
Erie School District received a 3.3 million dollar increase over 15-16 which was significantly 
more than the increases they have seen in previous years.

The problem for Erie and approximately 170 other districts in increasingly dire financial 
straights, is that just one year of “fair funding” will not undo the decades of political distribution 
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of dollars.  Erie estimates that it will take approximately 27 years until they would become 
solvent with the fair funding formula applying only to new dollars.  This leads us to the present 
predicament.

Districts in Erie’s position would benefit if the provision of “hold harmless” is struck 
down and all education dollars are distributed with the fair funding formula.  The Pennsylvania 
Supreme Court heard arguments last week in a lawsuit along those lines wherein parents from 
Philadelphia schools are suing the state, saying that the funding is unfair.

If hold harmless would be struck down and all dollars distributed according to the fair 
funding formula, General McLane would receive approximately 5.2 million dollars less from the 
state than we did this year.  That’s 15% of our budget.  Obviously, we would become insolvent.  
As a matter of fact, if all the education dollars were distributed by the fair funding formula, 80% 
of the districts in the state would find themselves insolvent while 20% of the districts like Erie 
would become financially solvent.  Obviously, 80% of the legislators are not going to vote to 
plunge their districts into insolvency.  But, the court does not answer to voters and we are 
uncertain what they will do.  A decision is not expected until February or March and would likely 
be a directive to the Governor and legislature to fix the problem according to guidelines set by 
the court.

This brings us to the issue of adequacy.  In 2008, a “costing-out study” was conducted to 
determine what it would cost the state to truly fund education fairly.  The answer was that PA had 
to spend an additional $4.3 billion dollars a year!  Then-Governor Ed Rendell created a 6 year 
plan to boost state aid to districts.  Unfortunately, using one time federal stimulus money was 
part of the plan and when that was gone, education funding returned to its previous levels before 
the stimulus dollars, functionally decreasing education spending by nearly one billion dollars.

So this is the predicament in which we find ourselves here in Pennsylvania.   Decades of 
“unfair funding,” unchecked pension costs and the country’s worst charter school law have 
begun bankrupting school districts.  We can’t control charter or pension costs and we are limited 
by Act 1 of 2006 as to how much we can raise taxes.  Insolvency is the only eventual result when 
you have little control over costs and income.   This is why Erie is looking at closing its high 
schools.  It is not a threat or grandstanding – it is our present day reality.


