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2007 Foundation Formula Reform

ÅCouncil analysis of 2007-08 enacted budget:  
ά[ŀǎǘ .Ŝǎǘ IƻǇŜέ(May 2007)
ïFoundation formula enacted ςwŜƎŜƴǘǎΩ ǊƻƭŜ ǇƛǾƻǘŀƭ.

ïPromised significant, sustained funding increases.

ïOther reforms (e.g., update standards, develop growth 
model, improve accountability).

ïResources for State Education Department.

ïάΧǎŜǘǎ ŀ ŘƛǎǘƛƴŎǘ ŎƻǳǊǎŜ ŦƻǊ ǇǳōƭƛŎ ŜŘǳŎŀǘƛƻƴ Χ ŀ ƳƻǊŜ ƘƻǇŜŦǳƭ 
ƻƴŜ ǘƘŀƴ ƳƛƎƘǘ ƘŀǾŜ ōŜŜƴ ǇǊŜŘƛŎǘŜŘ Ƨǳǎǘ ǎƛȄ ƳƻƴǘƘǎ ŀƎƻΦέ

ïNot perfect, of course.
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Educational Conference Board1

Principles for School Finance Reform (adopted Oct. 2004)
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Statewide
ωAdequacy:ensure access to sound basic education for all districts.

ωEquity: treat similar districts similarly.

Comprehensive

ωSimplicity: the more understandable, the more accountable policymakers 
can be held for funding decisions.

ωPredictability:  schools can do more effective planning and management.

ωFlexibility:  adequate general purpose aid, caution in substituting state 
judgment over local.

ωAccountability:  public entitled to assurance that better resources will result 
in better outcomes; build on existing structures.



How does Foundation Formula measure up?
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ωwŜŀǎƻƴŀōƭȅ ǎƛƳǇƭŜΣ ƎƛǾŜƴ ǎǘŀǘŜΩǎ ŎƻƳǇƭŜȄƛǘȅ 
όƛΦŜΦΣ άп ƳƻǾƛƴƎ ǇƛŜŎŜǎ ƛƴ ŦƻǊƳǳƭŀϝέύΦ

Simplicity

ωDistricts could calculate projected aid for next 
four years.

Predictability

ωGenerous increases in unrestricted aid; replaced 
30 formulas with one.

Flexibility

ωC4E does use existing accountability  measures; 
2008 changes addressed some weaknesses.

Accountability

* (1) Per pupil Foundation Amount reflecting spending in ñsuccessful districts; (2) Pupil Needs 
Index; (3) Regional Cost Index; (4) Expected Local Contribution.



Adequacy and Equity ςone measure
Strong correlation between poverty and aid per pupil
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Hempstead:  low 
wealth, high poverty 
district

Westbury:  higher 
wealth, high poverty  
district

Source:  Council analysis of NYSED data.



hǘƘŜǊ ǾƛŜǿǎΧ

Long Island 
(Suffolk 

Superintendents 
Assoc.)

Foundation formula not responsive to regional 
needs (72 of 121 districts receive only 
minimum 3% increase, including 16 of 29 
below average wealth districts ).2

Syracuse Univ. 
Education Finance 
& Accountability 

Program

άǊŜŀƭ ƳƻǾŜƳŜƴǘ ǘƻǿŀǊŘ ŀƴ ŀƛŘ ŦƻǊƳǳƭŀ ōŀǎŜŘ 
ƻƴ ŘƛǎǘǊƛŎǘ ƴŜŜŘ ŀƴŘ ŎŀǇŀŎƛǘȅΤέ ōǳǘ ǿŜŀƪŜǊ 
Ǝŀƛƴǎ ŦƻǊ ƭŀǊƎŜ ŎƛǘƛŜǎΤάŦŀǾƻǊǎ ŘƻǿƴǎǘŀǘŜ 
ŘƛǎǘǊƛŎǘǎΦέ 4
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Evidence of impact?
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Probably too early to ascribe performance gains, but a positive fiscal impact is 
occurring ς

Å2008-09 statewide average proposed tax increases:  3.3%, down from 6.9% three years ago.

Åpoor districts gaining ground (this year vs. 2003-04)

2008-09:  equity improving
Poorest districts proposing bigger spending, lower 
tax increases.

2003-04:  equity decreasing
State aid cut $185 million -- poorest districts 
proposed smallest spending, biggest tax increases.

Source:Council analysis of NYSED school property tax report card data, 2003 and 2008; districts sorted by 
property wealth per pupil.



Expense category
DOB Forecast for 

2009-10

Personal Service 4.5%   

NonpersonalService 7.2%

Pensions See note

Health Insurance 11.2%
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Looking ahead:
Cost Pressures Facing Schools

DƻǾŜǊƴƻǊΩǎ 5ƛǾƛǎƛƻƴ ƻŦ ǘƘŜ .ǳŘƎŜǘ ŀǎǎǳƳǇǘƛƻƴǎ ŦƻǊ ǎǘŀǘŜ ŀƎŜƴŎȅ Ŏƻǎǘǎϝ
Anecdotal information from schools suggests similar trends

According to DOB economic forecast, per pupil Foundation Amount would 
rise by 4.3%, if current law followed (i.e., the increase in the CPI for 2008).

Note on pensions:   DOB forecasts 18.3% increase for state pension costs, but the NYS TRS 
employer contribution rate is more stable, so outside NYC increase may be close to increase in 
personal service (4.5%); NYC forecasts 9.6% Citywide increase in pension costs.

* See p.  20 DOB 1st quarter report on state financial plan.  In total, the report forecast that New 
York State would face a budget deficit of $6.4 billion in 2009-10.  The Governor is required to 
propose a balanced budget.  Accordingly, it cannot be assumed that state agency budgets will 
reflect the forecasted cost increases.



Significant aid reform in 1993-94:
ïNew Operating Aid and Extraordinary Needs Aid formulas.

ïά¢Ǌŀƴǎƛǘƛƻƴ !ŘƧǳǎǘƳŜƴǘǎέ ƭƛƳƛǘŜŘ Ƙƻǿ ƳǳŎƘ ŀ ŘƛǎǘǊƛŎǘ ŎƻǳƭŘ 
Ǝŀƛƴ ƻǊ ƭƻǎŜ ǿƘƛƭŜ ƴŜǿ ŀƛŘǎ ōŜƛƴƎ άǇƘŀǎŜŘ-ƛƴΦέ

ïTransition Adjustments never phased-outςstate 
abandoned operating aid formulas first, in 2001-02.

2008 concern:  
ïSlowing phase-in may mean state falls further and further 

behind, never fully implements formula.

ïWith delayed phase-in, formula factors may become out-
of-date, making them irrelevant to district circumstances.
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Slowing the phase-in:  
Lessons from experience
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Reimbursement Aids

üBuilding, Transportation, BOCES, Excess Cost and Big 5 Special Services Aids 
reimburse districts for costs they have already incurred.

ütǊƻǇƻǎŀƭǎ ǘƻ Ŏǳǘ ƻǊ ŦǊŜŜȊŜ ŀǊŜ ǇǊƻǘŜǎǘŜŘ ŀǎ άōǊƻƪŜƴ ǇǊƻƳƛǎŜǎέ ōȅ ǘƘŜ ǎǘŀǘŜΦ

Source:  Council analysis of NYSED data; estimate of local tax increases needed if 2008-09 
reimbursement aids frozen at lesser of 2007-08 or 2008-09 levels.
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All reimbursement aids 
frozen

Building Aid excluded 
from freeze

Estimated local tax increases needed to replace lost state aid,

If 2008-09 reimbursement aids had been frozen
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% of 2008-09

UPK allocation applied for

Higher need districts are using
more of their UPK dollars

Concerns cited by districts:
P Aid per pupil too low.

P Uncertainty over whether funding will continue.

P No aid for transportation ςobstacle for poor families.

P Some say they would like to target disadvantaged 
children.

P No space.

P Some families want more than a ½ day program.

P Would like flexibility to use for other early childhood 
initiatives.

Despite concerns, 13% more districts opted-
in this year 
- tŜǊƘŀǇǎ ŜƴŎƻǳǊŀƎŜŘ ōȅ ƴŜǿ DƻǾŜǊƴƻǊΩǎ н ǎǘǊŀƛƎƘǘ ȅŜŀǊǎ 

of significant UPK funding increases.

- Cuts/freeze could revive wariness.
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Universal Prekindergarten
Uneven progress toward universal access

Source:Council analysis of NYSED school aid data



Key questions:

1. Have the right districts been targeted?

ïIf not, effort is wasted at local and state levels.

ï2008 changes an improvement.

2. Do C4E districts have a fair chance to succeed?

ïDo they have adequate restricted and flexible aids?

ïDo timelines make sense?

ïDoes C4E status improve prospects for success?
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Contracts for Excellence

hōǎŜǊǾŀǘƛƻƴ ƻƴ άŦƭŜȄƛōƛƭƛǘȅέΥ  
To the extent that unrestricted aid does not keep pace with general costs, 

C4E districts must either raise taxes or make cuts 
beyond what non-C4E districts must implement.

Implications?



Background Information
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Additional Slides
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Strong state aid, more stable pension costs have
moderated local school tax increases

VάIŀǊŘ-to-ŎƻƴǘǊƻƭέ ŜȄǇŜƴǎŜǎ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ƘƛƎƘŜǊ ǘŀȄ ƛƴŎǊŜŀǎŜǎ ōŜǘǿŜŜƴ 
2002-03 and 2005-06 ς
- employee benefit increases (chiefly pensions and health insurance) 

absorbed state aid increases for most districts.

VPension costs have since moderated.

VSchool tax increases in proposed 2008-09 budgets averaged 3.3%.
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Adequacy and Equity
Projected Foundation Aid & Key Aid Factors

15

Need/Resource
Capacity Category

ά!ōƛƭƛǘȅ ǘƻ tŀȅέΥ
Combined 

Wealth Ratio*

Pupil Needs:
% Eligible for 

Free/Reduced 
Price Lunch

Projected 
2010-11 

Foundation 
Aid/Pupil

Projected4-
Year Average % 

Aid Increase

New York City 1.034 79% $6,798 14.5%

Big 4 Cities .456 79% 9,683 9.3%

High Need Small 
Cities & Suburbs

.610 64% 7,984 13.0%

High Need Rural .437 49% 8,461 12.4%

AverageNeed .843 25% 4,640 9.9%

Low Need 1.838 6% 2,080 10.6%

Total State 1.000 49% $5,799 12.3%

SOURCE:  Council analysis of NYSED data.

* The Combined Wealth Ratio compares district property wealth and resident income per pupil to state averages; a district with a  
ratio of .500 could be interpreted as having one-half the wealth per pupil of an average district.



Adequacy and Equity
Why almost no correlation between aid increase and poverty?
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Higher need districts receiving 
only 3% minimum increase.

SOURCE:  Council analysis of NYSED data.

Partly, some districts did well under old formulas �t Excess Cost (special 
education), High Tax, Small Cities, categoricals, save-harmless, etc.


