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School-Budget VotersAre Minding Their Own Purse Strings

MONTPELIER BVermont®3 10-year-old school funding system has hd ped to reduce
disparities between property-rich and propety-poa towns andit has doneso without
encouraging the overspending tha had been predicted, according to a new report issued today by
Public Assets Inditute.

QVe looke at school spending town by town,Osaid Public Assets Inditute President Paul
Cillo, Gand we foundtha those that gotthe mos help from the Education Fundtended to have
thelowest spending per pupi.O

The current funding plan eliminaed the system of paying for schools primarily through
local property taxes. Thenew system established a statewide propety-tax base on which al
townscould draw. While it was designed to create more equity amongtownsand taxpayersin
thar capacity to raise money for schools, some have suggested tha the new funding law
encourages poorer communities to take advantage of thar wealthier ndghbas. Public AssetsO
andysisfoundjud the opposteistrue

On fact, there is avery strongdisincentive in thelaw to keep spending down, especially
for those with low and moderate incomes,Osaid Jack Hoffman, Public Assets I ngtitute® Senior
Policy Andyst and an author of thereport. Q_ower spending per pupi means|ower taxes.O

According to the study:

¥ Towns that get more do not spend more. In fiscal 2008,0n average, themore atown

received from the Education Fund compared with wha it pad in, the lower its per-
pupi spending.



¥ The consequences of higher spending fall on the people who approved that
spending. \When atown chooss to increase per-puwpil spending, thetax consequences
are, on average more than 200times greater on the homestead taxpayersin tha town
than on propety taxpayersin other towns

¥ High per-pupil spending was linked to high resident income. Townswith more

high-income residents voted highe school budgés than those with lower-income
residents.

Act 60 was passed in 1997to address what the Vermont Supreme Court called Ghegross
inequities in education oppotunities.Olt established a system in which a penny or percentage
point onthetax rate raised the same amountin every town. Thefunding system maintained local
control by giving communities thefreedomto determinether own level of spending. However,
it also required tha in all townswith the same leve of pe-pupi spending, taxpayers had to make
the same effort Btha is, pay the same tax rates.

This mechanism tha requires equd effort for equd resources has hdped to increase
equity amongtowns But it aso has proved to beacheck on spending in townstha might appear
to have an incentive to approve highe school budgets because of thereturn they get fromthe
Education Fund Theandysis showed tha thetownsthat get the best return, in fact, spend the
least pe pupil.

Another question tha has been raised aboutAct 60 and Act 68is how much spending
decisionsin onetown affect taxpayersin other towns Our study showed theeffect isdight And
agan, thefact tha highe spending meanshighe tax rates appears to discourage taxpayers from
trying to game thefunding system.

ThePublic Assets Inditute is a nonprofit organization tha researches and reports on
state fiscal and policy matters. Public Assets suppats democracy by hdping people undestand
and keep informed abouthowther state government is raising and spending money and usng
other public assets.
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