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Public School Funding in Ohio:
Is It Really That Unequal?

By Samuel R. Staley

Executive Summary

A widespread perception exists that public school funding in Ohio is significantly

unequal.

This perception is reinforced by cases where significant differences in spending exist.

For example, the Beachwood City School District (near Cleveland) spends $12,495 per
student while the Northern Local School District (in rural Southeast Ohio) spends only
$3,542.

This report examines the funding inequality issue and concludes that Ohio's system of

funding is much more equal than most people realize, according to data and classifications
used by the Ohio Department of Education (ODE).

The author's analysis found:

Every category of school district in Ohio, including Poor Rural districts, spends more
than $4,500 per pupil on average,

About 75 percent of Ohio's public school students are educated in districts that spend
close to or more than the state average of $5,241,

Only 10 percent of the state's school districts are classified as wealthy, and they enroll
less than 10 percent of the state's public school student population.

Only 29 districts (4.7 percent) spend less than $4,000 per student, representing 4.3
percent of all students in the Ohio public school system,

The Major City school districts (Akron, Canton, Cincinnati, Cleveland, Columbus,
Dayton, Toledo, and Youngstown) spend $6,021 per pupil -- $780 more than the state
average -- yet report the state's lowest pupil attendance rates, highest drop-out rates,
and lowest graduation rates.
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I. The School Funding Inequality Debate

Last Summer, a Perry County trial court invalidated Ohio's system of public school
funding on constitutional grounds in DeRolph v. State.! The trial court ruled that the current
system of school funding, which is based on property wealth, does not permit students to
receive equitable educational opportunities. Some analysts of the current funding system note
that districts that are property rich can raise more money per pupil locally than property-poor
districts. On average, the state's wealthiest districts raised 33,167 per student through local
sources for the 1993-94 academic year while the state's poorest districts raised only $1,120 per
student.> This, they say, translates into more limited educational opportunities for poor
schoo} districts.?

The State of Qhio has decided to appeal the court decision, but policymakers have stiil
attempted to find new ways of funding public education that do not result in significant
funding inequities. In his biennial budget for FY 1996 and FY 1997, for example, the
Governor proposed a variety of programs and changes in funding formulas to target state funds
in the public-school system. Proposed reforms included equalizing funding among school
districts, increasing the basic level of aid to all school districts 1o ensure they provide at least
$4,000 per pupil from all funds, phasing down state subsidies to the wealthiest districts, and
new funding for computer technology.® The final conference committee report increased the
level of basic aid and reinstituted a separate line item for school finance equity, distributing
$90 million to poor districts in FY 1996 and $100 million in FY 1997.° '

Few analysts, however, have evaluated the premise that funding is significantly unequal
in ‘Ohio public education. Money is clearly an important element in providing an effective
education. Schools need to hire teachers, pay debt on new buildings, buy equipment, purchase .
books and supplies, and pay for building maintenance and utility costs. Nevertheless,
significant questions exist concerning the importance of inequality within the public school
system. Given the attention education reformers, the Ohio courts, and policy makers have
given to the inequality issue, an analysis of funding inequality is important for state education

policy.

Basis of the Report

To more effectively analyze the significance of revenue inequality and school-district
spending in Ohio, this report used the seven general categories of school districts developed by
the Ohio Department of Education (ODE) to compare revenue and spending data among
Ohio's public school districts. These data are available through the ODE's Information
Management Services Division and its Vital Statistics reports for each of the state's school
districts,
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The analysis in this report focuses on average values. While using these categories
allows group comparisons of school districts, this approach also has limitations. Since school
districts are anatyzed based on the group in which they are categorized, outliers and special
cases are effectively ignored.® Despite these caveats, group comparisons identify general
trends and relationships among districts with similar characteristics (e.g., rural, central city,
suburban districts, etc.). These trends and comparisons can then be used to formulate
education policy on the state-level,

Classifications of Ohio Public School Districts

The ODE categorizes districts by urban or rural location and relative wealth, greatly
facilitating analysis and comparisons among school districts within the state (see box on
following page). These data are contained in annual Vital Statistics reports for each school
district and then grouped according to seven general categories of districts: Rural, Suburban,
Rural City, Poor Rural, Wealthy, Mid-size City and Major City.

Generally, schoo! districts are differentiated along geographic and socioeconomic
criteria. Rural districts, for example, are distinguished by their agricultural character and
distance from major urban centers, Rural City districts, also called Independent districts, are
commercial and employment centers within an agricultural region. These cities are generally
not large enough to have inner-city areas.

Suburban districts, the second.

largest category, consist of school Public School Districts in Ohio

districts that ring major urban centers

(hence the term "satellite"), These Number

districts are distinguished from Types By Type Percent

Wealthy districts, which have high per

capita incomes or high property Rural ' 266 43.8%

wealth. Similarly, Poor Rural districts | Suburban 101 16.6

are distinguished from Rural and Rural | Rural City 85 14.0

City districts by high rates of students Poor Rural 6 125

and families on public assistance. Wealthy 61 10.0
Mid-size City 10 1.6

- - - Most-school districts are rural: | Major City . 8 1.3

Of the 607 districts classified by the

ODE,” over two-thirds, 70.3 percent, TOTAL 607

are in rural areas of the state, More _ ‘

than a quarter, 26.6 percent, are in fg;r:;:lggguﬁgﬂxg ;:nf Edugation. Percentages donot

suburban areas. Less than one-fifth of

all school districts are in urban areas
and central cities.
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School District Classifications and Definitions

Rural -- Districts without any city of over 5,000 population in 1970. Some cover very large
areas. Excludes districts considered wealthy or poor. Examples: New Richmond,
New Bremen, Fayetteville, Arcadia, Bethel

Suburban (Satellite) -- Urban area districts associated with satellite cities (i.e., cities near or
dominated by a larger city). These districts include bedroom suburbs, industrial
enclaves and balanced cities in the vicinity of larger central cities. Excludes wealthy
school districts. Examples: Loveland, Maple Heights, Parma, Sylvania, West
Carrollton, Tallmadge

Rural City (Independent) -- Districts associated with independent cities with populations
~ between 5,000 and 42,000 in 1970. These cities are employment centers,
surrounded by rural areas. Excludes wealthy districts. Examples: Cambridge,
Chillicothe, Findlay, Piqua, Steubenville, Mason

Poor Rural -- Rural districts that have a high incidence of poverty (about 10 percent
participation in Aid to Dependent Children or greater) and do not gualify as wealthy.
Examples: Nelsonville, Barnesville, Federal Hocking Local, Adams County

Wealthy -- Districts that have either very high average family income, high general tangible
property valuation per pupil, or some combination of these factors, relative to the
state average. This classification is not dependent on geographic location. Examples:

Kettering, Shaker Heights, Dublin, Twinsburg City, Princeton, Ottawa Hills

Mid-Size City (Large City) -- School districts of large size with inner-cities but are not large
central cities. Examples: East Cleveland, Hamilton, Warren, Mansfield, Elyria

Major City -- Classification of major city school districts that typically make comparisons
among themselves, Examples: Akron, Canton, Cincinnati, Cleveland, Columbus,
Dayton, Toledo, Youngstown

Source: Ohio Depmmént of Education, Computer Scrvices, Classifications developed by Dr. Matt Cohen, Ohio
Department of Education,
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The Distribution of Students in Ohio

The distribution of studenzs within the public school system is more important than the
distribution of districts since state funding is determined on a per pupil basis. Levels of
resources are also usuaily measured on a per pupil basis, not per district. Evaluations of
district performance also hinge on data adjusted for the size of the school district. The impacts
of education reforms, then, will be determined by where students are enrolled, not the number
of districts in each category.

While two-thirds of Ohio's school districts are classified as Rural, less than one-half of
the students attend school in rural areas (figure 1), The largest proportion of students in
Ohio's public schools (23.7 percent) are enrolled in suburban and satellite school districts
which are not the wealthiest. Non-poor rural districts enroll an almost equal share of public
school students, 23.4 percent. The eight largest urban districts enroll 17.4 percent of the
state's public school students, the third largest share among the major categories. Almost ten
percent of all Ohio public school students are enrolled in the wealthy, high property-value
districts, and 6.6 percent of Ohio's public school students are enrolled in the state's poorest
rural districts,

Figure 1
Distribution of Students
By School District Type

Major City
17.4% Suburban
‘ 23.7%

Mid-size City _ </
4.9% ' .
 Rural City TR Poor Rural
14.2% E | Y/ . 8.6%
Wealthy
Rural 9.8%

23.4%

Source: Ohio Department of Education, Information
Management Services
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II. How State Funding Tends to
Equalize School Funding

The property tax is the most important source of local revenues for a school district.
Communities use mills to compute property tax revenues. A mill represents 1/1,000 of a
dollar. Thus, for property with an assessed value of $100,000, one mill would generate
$100.° Wealthy districts have the largest average property value per pupil at $153,551 (figure
2). Poor Rural districts are on the other extreme, reporting the lowest levels of property value
at $41,293,

Figure 2
Property Wealth Per Student
by School District Type

Property value per student (thousands of $)
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Source: Ohio Department of Education, information
Management Services

Looking at Funds Raised Locally, Funding is Significantly Unequal
Property valuation per pupil is an important measure of a school district's revenue

raising potential since its property tax base affects its ability to fund public education locally,
Since all districts assess their property taxes at 35 percent of the market value of property,
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each mill in property tax would raise about $54 per student in.wealthy districts. In contrast,
property-poor districts could only raise $14 per student for each mill. This is evident in figure
3: Wealthy districts raised $5,167 per student on average through their local property taxes
while the poorest districts (Rural Poor) raised only $1,120 per pupil. The highest revenue
raising districts - Wealthy districts -- raised 4.6 times more per student on average than the
state's poorest districts. (The state-wide average is $2,532.) This disparity has been a source
of concern among education policymakers and reformers because of the potential implications
for local school funding.. ‘ T '

Figure 3
Funds Raised Locally by
School District Type

Revenues per pupil {thousands of §)
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Source; Ohio Departrment of Education, Information
Management Services

state Subsidies Tend to Equalize Total Funding

Despite variations in property value per pupil, total revenues per student vary less
widely among the major school district categories (figure 4). Even though variations in
property wealth allow Wealthy districts to generate 361 percent more in local revenues per
pupil, these districts generate only 44 percent more in total revenues per pupil than Poor Rural
districts on average,
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Figure 4
Total Funding from All Sources
by School District Type

Revenues per pupil (thousands of §)
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Source: Ohio Department of Education, Infarmation
Management Services

Clearly, then, other revenues already substantially equalize revenue flows among
Ohio's public school districts compared to their ability to raise revenues locaily.” These
revenues come largely from the State through the General Revenue Fund or the lottery, but
many schools also receive limited federal funding, While the average revenues generated per
pupil is $3,221 state-wide, all categories of districts report average revenues exceeding $4,500
per pupil. Thus, while differences in funding levels still exist, the disparity is not nearly as
great as comparisons between the wealthiest individual districts and the poorest individual
districts might imply.

State Subsidies Tend to Equalize Total Spending

On average, Ohio schools spent $5,241 per student for the 1993-94 academic year
although expenditures vary among categories of school districts (figure 5).'° Major city school
districts spent 15 percent more than the state average while wealthy districts spent 27 percent
over the state average. Rural school districts, however, spent 14 percent below the statewide
average.
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Figure 5
- Spending Per Pupil
by School District Type

Spending Per Pupil (thousands of $)
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Despite significant differences in revenue-raising capacity, funding from other sources
(e.g., the State, the federal government, fees, etc.) ensures that the vast majority of school
districts spend over $4,000 per pupil.’! The state's poorest districts still spenr $4,512 per
student on average in 1993-94. Only 29 districts (4.7 percent) spent less than $4,000 per
student, and these districts represented only 4.3 percent of the students in the Ohio public
school system. School districts spending less than $4,500 per pupil enrolled only 24,0 percent
of Ohio's public school population, _

The vast majority of Ohio's public school districts lie in batween the poor and wealthy
districts with respect to the level and quality of resources devoted to public education.
Districts educating more than 75 percent of the state's public school students spend close to or
above the state average of $5,241 per student. The poorest rural districts enroll only 6.6
percent of the state's public school students and make up only 12,5 percent of all districts.
Only 10 percent of the state's school districts are classified as wealthy, and they enroll fewer
than 10 percent of the state's public school student population.
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Differences in Local Funding Not Always
Due to Differences in Property Wealth

Sometimes funding inequality is the resuit of choices made by local citizens,
not the inability of a community to raise funds through its local property tax base.
Thus, a school district's capacity to raise funds based on its property wealth may not
necessarily reflect the local community's willingness to raise revenues for this purpose.
In Clark County, for example, Mad River-Green Local School District reports an
average property value per pupil of $64,648. Northwestern Local Schools reports an
average property value per pupil of $67,474. Despite property wealth that is relatively
equal, the Northwestern school district levies an effective property tax rate' of 36.5
mills, generating $2,236 per student, while Mad River-Green generates only $1,588
per student because it taxes its citizens at the lower rate of 26.8 mills. In this case,
Northwest Schools raises more money locally because it taxes itself more heavily,

Interestingly, the school districts with the lowest property tax base per student,
Poor Rural districts, also tax themselves at the lowest levels (26.6 mills). In fact,
many districts do not levy tax rates at the same levels as neighboring communities.
Mid-size City districts, which have the second lowest property value per pupil, tax
themselves at higher levels (37.2 mills). This suggests that effective millage rates may
serve as a rough proxy for a community's willingness to pay.”

1The effective millage represents a ratio of total property valuation to total property taxces
collected locally: Those school distriets that generate higher amounts of property taxes relative to their
property tax base will have higher millage rates. State-wide, the average effective millage is 33.3 mills.
A district's "effective millage” provides & rough estimate of the local tax effort, and, thus, can serve as a
proxy for a community's "willingness to pay" for cducation through property taxes.

230me snalysts believe that this may reflect 4 school district's ability rather than willingness pay
because poorer school districts also generally have Jower average incomes. Since low-income households
spend most of their money on necessities (food, housing, etc.), they have less discretionary income. This,
in tutn, limits their ability to pay for their local schools through higher taxes.
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Funding and School District Performance

The ODE also compiles some data on educational outcomes. Two measures of
school outputs reported in ODE's Vital Statistics reports for each district are graduation
rates and student attendance rates. Graduation rates indicate a school district's ability to
retain sfudents over a four-year period and ensure they finish a complete high school
curriculum (although they do not provide evidence of academic achievement). Student
attendance rates are reflective of a district's ability to keep students in school during the
day. The more students absent from the classroom, the less likely the school district will
graduate students capable of working in the labor force at a productive level.

Non-poor rural districts, which average $63,086 in property valuation per student
(below the state average), graduate 85 percent of their students, exceeding graduation rates
in suburban school districts (80.2 percent) which average $81,262 in property valuation
per pupil. These graduation rates even compare favorably with wealthy school districts
which graduate 88.7 percent of their students. These districts also have the state's highest
pupil attendance rates.

Major city school districts have some of the highest levels of funding in the public
-school system, some of the highest paid faculty, and more teachers and staff for every
student in their district. On average, major city school districts spent $6,021 per student
(3900 more per pupil than suburban/satellite school districts in FY 1993-94) and have
relatively high property valuation per pupil ($72,728). Nevertheless, they report the
state's lowest pupil attendance rates, the second highest drop out rates, and lowest
graduation rates. Mid-size city districts also spent $285 more per pupil than suburban
school districts in FY 1993-94, but also performed poorly.
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ITI1. Conclusion

Summary of Findings

This analysis found that:

Every category of school district in Ohio, including Poor Rural districts, spends more
than $4,500 per pupil on average.

About 75 percent of Qhio's public school students are educated in districts that spend
close to (within $750) or more than the state average of $5,241 per student,

Only 10 percent of the state’s school districts are classified as wealthy, and they enroll
less than 10 percent of the state's public school student population.

Only 29 public school districts (4.7 percent) spend less than $4,000 per pupil,
representing 4.3 percent of all students in the public school system.

State revenues already substantially equalize school spending, reducing revenue
inequities between the wealthiest and poorest districts.

Differences in local school funding may not always reflect differences in property
wealth.

The Major City school districts spend $6,021 per pupil - $780 more than the state
average -- yet report among the state's lowest pupil attendance rates, highest drop-out
rates, and lowest graduation rates.

As a group, the state's poorer school districts perform relatively well along some

measures of educational output, a result consistent with other empirical evidence on
spending and student achievement, 12
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