Comment Report

HSB 183

A bill for an act relating to public school funding by establishing the state percent of growth and the
categorical state percent of growth for the budget year beginning July 1, 2021, modifying provisions
relating to the regular program state cost per pupil, and modifying provisions relating to the property tax
replacement payment, and including effective date provisions.(See HF 438.)

Subcommittee Members: Dolecheck-CH, Ehlert, Hite, Kerr, Smith

Date: 02/08/2021
Time: 12:30 PM
Location: RM 103, Sup. Ct. Chamber

Name: Dave Daughton

Comment: Regarding HSB 183Rural School Advocates of [owa(RSAI) is registered as
undecided on this bill. We appreciate that the legislature is working to have the SSA
set in a timely manner. However, we do not believe that a 2.5% increase is adequate
funding, and believe that number should be more reflective of the REC estimate.
With 2.5 % SSA, many districts will need to use the budget guarantee mechanism,
which will increase property taxes. In addition, with many districts experiencing a
special education deficit, an increased SSA would help with that situation, and again
prevent property tax increases. We would urge you to show an increased
commitment to Iowa schools and increase the SSA to match REC projections.
Thanks for your consideration.
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Comment:

Margaret Buckton

Summary of the attached testimony: UEN is registered undecided on HSB 183.
UEN supports and thanks the House for continued investments in closing the equity
gap in the formula and funding the transportation equity funding. However, the
proposed 2.5% increase in SSA is not enough. These comments also apply to the
inperson instruction "bonus" in HSB 184. We oppose HSB 184 "onetime bonus for
in person learning" and would suggest the House apply that $30 million to SSA at a
higher rate in HSB 183. 1) 80% of school budgets are staff. The only way to get
more efficient is with fewer staff or paying staff less with less benefits. Schools are
already stretched to compete with the private sector with lowa's low unemployment
rate and teacher, substitute, bus drivers and paraprofessional shortages. 2) A higher
SSA will lower property taxes: The budget guarantee with this 2.2% proposal will
cost property tax payers $31.2 million next school year. When the cost per pupil is
not sufficient, special education costs are shifted to property taxes. Chart in the
attached document shows impact of various funding scenarios. Over the last decade,
special education deficits have grown form $24 million to $162 million statewide.
An SSA between 34% will reverse this trend. 3) Lower enrollment this year means
the Legislature and Governor can invest the typical $95 million in public schools and
afford an increase between 34%. 4) The $30 million "bonus" for districts with
inperson learning in HSB 184 would be better spent in the formula. If legislators and
the Governor value inperson instruction and support success for lowa's neediest
students, the funds for this onetime bonus would be better spent by increasing the
SSA rate. This would further the principles of the funding formula (adequate funding
for schools, equity for students, relief for property tax payers.)S5) lowa's investment
in schools is not competitive with the rest of the nation or with lowa economic
growth. Chart in the attached document shows the state cost per pupil (SSA) over
time compared to lowa's State Gross Domestic Product (GDP). Latest US Census
data shows Iowa ranks 8th out of 12 states in the Midwest spending $1,014 less than
our region and ranks 28th in the nation, spending $880 less per student than the
nation. Our economy has fared the pandemic as well as any state. We have the
resources to invest in public schools. 2021 is a good year to make up some lost
ground.
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UEN is undecided on HSB 183. We support the continued efforts to close the formula equity gap and
maintain funding for transportation. Thank you for that. Another year of low SSA increase, especially
when recovering from the effects of a global pandemic, will not serve students well.

Schools spend 80% of general fund budget on staff. Only two ways schools get more efficient:

1) Fewer teachers per pupil increases class sizes and/or fewer non-instructional staff reduces
services (counselors, nurses, paras, secretaries)

2) Paying school employees less or cutting benefits.

Schools are part of a market economy and compete with the private sector for all staff. Schools don’t
have the captive audience of great talent of two generations ago, when women had few career choices.

Schools are struggling to compete with Walmart in pay scale and benefits packages for custodians,
paras, and secretaries. lowa’s strong economy and low unemployment rate create competition for jobs
that are attractive to people who would otherwise be teachers and bus drivers. Schools must have
competitive wages and benefits, or we don’t have the human capital to serve students. Over the last
decade, the number of applicants for most positions has diminished. Rural schools are lucky to get two
applicants for jobs that used to generate 100. Urban school potential employee pools are also smaller.
Striving to hire a diversified staff to more closely mirror our diverse students requires resources.

The job is getting harder. School staff have never worked harder than during this last year. This is a time
to reward that collective effort and not punish the students in some districts or one district for making
the decisions they thought were best for their community and students.

Higher SSA helps property taxes two ways. lowa’s formula is a mix of state/local taxes with
these impacts:

1) Higher SSA lower Budget Guarantee property taxes: districts are guaranteed a 1% increase in their
regular program budget for one year following an enrollment decline. The state pays part of the
formula based on the prior year’s student count. Local property tax payers make up the difference.
With almost 6,000 fewer students enrolled in school last fall (over 1/3 of the loss was in
Kindergarten), the state’s share of the formula is lower this year. That makes a higher SSA rate
affordable for the state. Scenarios:

SSB 1059 at a 2.2% increase leaves 48 districts with less money than the current year state and
local funds combined, places 145 school districts under the budget guarantee with less state
money and more local property taxes ($31.2 million property taxes for budget guarantee)

HSB 183 and Governor’s Recommendation at 2.5% increase leaves 46 districts with less money
than the current year state and local funds combined, places 137 school districts under the
budget guarantee with less state money and more local property taxes ($25.9 million property
taxes for budget guarantee)

The state can afford between 3-4% increase with average state investment in schools: 3.75% is
the sweet spot: leaves 33 districts with less money than the current year state and local funds
combined, places 85 school districts under the budget guarantee with less state money and more
local property taxes ($9.5 million property taxes for budget guarantee). That budget guarantee
amount is more in line with normal enrollment declines, similar to the current year’s $8.3 million
property tax.
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2. Higher SSA lowers special education deficit Special Ed Net Deficit History
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Based on data available as of December 2, 2020

Estimated Budget Guarantee — FY 2022 (in millions)
State % of Growth  Budget Guarantee  Number of Districts  Percent of Districts

Where can the state find the 0.00% S 262 286 T0.20%
money to pay for more SSA? 1.00% 58.5 220 67.26%
2.00% 352 163 49.85%

, . 3.00% 18.1 118 36.09%
Don’t penalize any schools, all of 4.00% 73 76 23.24%

whom will be compliant with
minimum instructional time

requirements by the end of this school year, for instructional models they implemented to the best of
their ability during the pandemic. Repurpose that funding for all students through the formula. Why?

Based on data available as of December 2, 2020

1) Ifin person instruction is valued, funding in the formula will provide the resources to staff up to
provide in person instruction in all districts safely — with enough substitutes, custodial staff,
counselors and social workers to move students and families beyond the pandemic to a level of
learning necessary for future success. Retroactive penalties for not providing in person learning
don’t take care of lowa’s neediest students who may have been most impacted by COVID. The
bonus based on days and not hours is out of touch with many school calendars that will meet the
1,080 hours of instructional time. Many schools offered full time in person to elementary schools
while keeping crowded high schools on hybrid. This formula doesn’t acknowledge those efforts. All
schools will be compliant by the end of the school year with requirements in SF 2310 last June, with
the DE’s and Governor’s expectations. Virtual learning is instructional. This “bonus” is more aligned
to available square footage of school relative to enrollment than any other factor.

2) The principles in lowa’s school funding formula guide this legislature to the best solution:

a. provide an adequate education for all lowa students
b. promote equity for all lowa students
c. relieve the burden of lowa’s property taxpayers

If funding must be one-time, it should further these principles in the formula and be distributed
equitably based on enrollment.
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Economic Comparisons:

Comparing this cost per pupil to CPI, we are barely keeping up, some years higher and some years lower
in the last decade. However, since the consumer’s market basket of goods isn’t the same as school
costs, which are mostly people, we suggest looking at other measures to see lowa’s relative investment
in schools.

A true apples-to-apples comparison shows what percent of total state resources are spent on education.
The NASBO (National Association of State Budget Officers) annual State Expenditure Report analyzes all
state expenditures:
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Comparing the cost per pupil to the lowa Economy (State Gross Domestic Product), lowa is spending
dramatically less of its wealth on the per pupil cost. Whether coincidental or causal, lowa was in the top
5 in the nation in student performance indicators in NAEP in 1993, at a time when our state’s
investment in the formula relative to our economy was at its peak. lowa is now in the middle of the
pack, as other states have invested more, modernizing their funding formulas to better meet the needs
of all students (the nationwide average of weighting for at-risk/low-income students is .29, or 29% of
the state cost per pupil).

School Funding State Cost per Pupil
vs. lowa Gross Domestic Product
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Margaret Buckton, UEN Executive Director, margaret@iowaschoolfinance.com (515) 201-3755 cell
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US Census Bureau, May 2020 https://www.census.gov/library/visualizations/2020/comm/school-
system-spending.html|

lowa’s education spending: ranks 8" out of 12 in the Midwest Region. Spends $1,041 less than Midwest
region state average. Ranks 28" in the nation and spends $880 below the national average.

This data is all education spending except for capitals, includes formula funding (state cost per pupil)
plus categoricals (like TLC, transportation equity etc.) in includes state and local funds.
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