Zionsville Community Schools
2017 Annual Budget Special Focus:
The State of Indiana’s Funding for Public Schools

BACKGROUND
School corporations in Indiana receive the majority of the funding for their General Funds from
the State of Indiana. The funds are allocated and distributed to each school corporation according
to a statutory formula (the “funding formula”). Traditionally the funding formula gets addressed
and re-written by the legislature every other year when each biennial state budget is written. Over
the years, the legislators have produced quite a number of incarnations that used, modified,
discarded, re-implemented, and so on, various elements of the formula.
Prior to 2009, the school funding formula determined the amount of state aid that a school
corporation received as well as both the tax rate and levy of local property taxes that went into a
school corporation’s General Fund. Zionsville Community Schools (ZCS) and a number of other
similarly situated school corporations that also experienced rapid enrollment growth, were funded
disproportionately from local tax dollars as compared to the state aid received as a result of the
operation of the funding formula.
For ZCS, we saw 64% of the General Fund’s formula-driven revenues come from local tax dollars
in 2008. At that time, the statewide average was approximately 40%. This indicates that
Zionsville’s local contribution to the state funding formula was disproportionate then. This situation
has not really changed. The difference is that while formerly the property tax dollars from the
school district were artificially increased by the funding formula, now increased taxation through
income and sales taxes of residents of the ZCS school district goes into the state treasury.
However, our local schools get less than their fair share of those taxes when the state redistributes funding to school districts. As discussed in the following pages, ZCS is the lowest
funded school corporation in the State of Indiana in per pupil funding. Dollars from Zionsville’s
taxes are going to support public schools in other districts around the state while our schools are
underfunded!
The result in Zionsville and in a number of other communities similarly affected is what we have
begun to call the “uncomfortable narrative.” These communities must make a “Hobson’s Choice”
between inadequately funded schools or re-taxing themselves through local referenda to make
up for the shortfall the funding formula creates locally. For 2016, ZCS is one of 38 Indiana school
corporations that have current operating referendums in place. All 38 of these school districts
have been forced to ask their communities for additional local property taxes to provide adequate
levels of support for their schools. These 38 school districts from all across Indiana now have
average Referendum Fund 2016 tax rates of 25.13 cents, and in the aggregate are levying a total
of $131.6 million for 2016 alone. We believe this forced choice situation is unconscionable and
must be addressed by the legislature.

RECENT EVENTS
The 2015 session of the Indiana General Assembly wrote a new state budget for the 2016 and
2017 fiscal years which contained a number of significant revisions to the state’s funding formula.
As part of the budget process, the legislature added a record amount to K-12 funding. We are
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very grateful for this, and do not want to sound unappreciative of the efforts and hard work of the
Indiana House of Representatives and the Indiana Senate. The efforts of several of the individual
representatives and senators to “reform” the funding formula were noteworthy.
However, for ZCS, we must view the latest legislative session as having somewhat mixed results.
While we did gain in our total funding, we made little progress in closing the gap between ZCS
and the average funding received by the rest of the school corporations in the state.

PAST VERSIONS OF THE FUNDING FORMULA
To put these outcomes in the proper perspective, we must first take a short trip down memory
lane and reflect on the funding schools have received in the past.
For the past several decades, the State of Indiana has used a “foundation” formula in one form
or another. Simply described, the legislature each year has determined a basic amount of money
to be provided to each school corporation for each student enrolled. Over the years, this basic
allocation of funds was adjusted up or down for a number of different factors which were put into
the formula for varying periods of years and to suit numerous different objectives, some of which
were educational, some financial, and some political. Terms like “de-ghoster,” “re-ghoster,”
“guaranteed minimum,” “growth grant,” “growth penalty,” “small schools grant,” “large schools
grant,” etc. have all been used at one time or another in past years to describe these assorted
elements and their effects on school funding.
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In addition to the primary foundation element, the total sum of money schools receive annually
has been greatly influenced or completely determined by two other factors. One of these is usually
referred to as “Categoricals” and means funding that is provided specifically for certain types of
students in designated categories of educational programs. Current examples include special
education, career and technical education, and academic honors. For each of these “categories,”
the funding formula provides a supplemental amount of money per student in that category. These
amounts are added to the base foundation funding, but unlike the foundation, cannot be used for
the general education of all students in the district. The categorical funding is restricted solely for
the uses of operating the specific programs for which the funding is provided. These funds may
not be used for any other program or purpose.
The final element in the funding formula, and one which has lately generated the most discussion,
formerly known as the “Complexity Index,” is currently called the “Complexity Grant.” The concept
of this funding element has been in the funding formula in Indiana since 1992. Originally
introduced as a categorical, complexity has been a separate piece for a number of years, and in
terms of sheer size, now dwarfs all other categorical funding. Complexity funding is also unique
in that it can be applied to the general education costs of all students in a school district and unlike
special education or career education, it carries no restrictions about being used for eligible
students only.
For the 2015 fiscal year, the foundation funding in Indiana was $4.87 billion. The categoricals
between them totaled a combined $620.8 million. Complexity was $1.15 billion, or nearly 20% of
all the funds available for general education.
The FY2015 formula had its roots in the tax reform plan enacted by the 2008 session of the
Indiana General Assembly. Prior to this legislation (Public Law 146 or PL146 - 2008), 40-50%,
and in some cases even more, of the funding for the General Funds of school corporations came
from local property taxes. In addition to the local property taxes, money from general revenues
of the state was also distributed to local school corporations. Both the amount of local property
taxes and the state’s share of funding for each local school corporation were controlled and
calculated for each individual local school district by the state funding formula.
Under PL146, beginning with the 2009 budget year, all funding for the General Funds from local
property taxes was abolished and funding responsibilities for the general operations of all local
schools were shifted entirely to the state. A statewide sales tax increase, from a 6% sales tax to
a 7% sales tax, was enacted along with certain other revenue raising measures, to provide a
mechanism to replace $1 billion or so of the local property taxes that were abolished by PL146.
Unfortunately, by the fall of 2008, only a few months after the end of the legislative session that
saw the enactment of PL146, it became more and more obvious that the entire American economy
was moving into a crisis mode, largely but not entirely prompted by the collapse of the sub-prime
mortgage market and devaluations of a variety of asset-backed securities and other related
financial instruments. With the ultimate failures of prominent financial houses (e.g. Lehman
Brothers, Bear Stearns) followed by massive federal government interventions and bailouts, it
was clear our nation had entered the most intense recession of the post-World War II era. While
it is beyond the scope of this book to discuss the full details of the macro-economics and
ramifications of the national economy’s recession, it is important to note the effects, timing, and
extent of this severe economic downturn as they correlate to the State of Indiana’s budget and
the effects on school funding experienced since. It should be noted, for instance, that the sales
tax increase fell significantly short of bringing in the planned $1 billion of revenue to replace the
abolished property taxes, and in fact in its initial year produced only about $600 million.
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In total, the State of Indiana’s revenues from all sources during the recession missed budget
forecasts for 22 months of a 24 month period. To cope with this situation, the State made a
number of significant spending cuts affecting state agencies, higher education institutions, and
public schools. This included cutting funding for K-12 public education by over $300 million for
2010. A similar cut of a slightly larger amount occurred again in 2011. These funding reductions
occurred after the funding formula had already been written for both years, and were withheld
from school corporations under the State’s emergency powers even though the statutory funding
formula showed that the public schools were entitled to these funds. For 2012 and 2013, the
legislature had time to re-write the formula and incorporate the cuts into the formula itself.
At this point, the cumulative total of the cuts already made for 2010, 2011, and 2012 totaled over
$1 billion in state spending for K-12 education. ZCS saw its funding reduced as a result of its
allocated share of these state cuts by $1.5 million in 2010 and another $1.6 million in 2011, with
this reduction being repeated again in 2012 and 2013 by virtue of the reductions being
incorporated into the funding formula.
For the 2014 and 2015 fiscal years, the legislature wrote a new funding formula in its 2013 session
that increased school funding statewide from its low point, but did not restore funds to the former
pre-recession levels. Specifically, $100 million was added to the formula for FY2014, with that
amount plus an additional $100 million being added in for FY2015. In total, this increased K-12
funding over the biennium by $300 million (the initial $100 million for FY2014, the second year of
that $100 million being maintained in FY2015, and an additional $100 million added for FY2015
does equal $300 million). However, the cut in 2010 was over $300 million per year. This means
that funding was down $600 million in the biennium, and the legislature’s 2013 action only restored
half of the reduction for FY2014 and FY2015 together.
THE CURRENT FUNDING FORMULA
The legislature’s design for the funding formula clearly shows the intent that on a statewide
average basis, all public school districts should receive an adequate and equitable amount of
funding per pupil. This per pupil funding amount is derived from a mix of a base amount from
foundation funding plus a supplemental amount from the complexity grant. (Note: As we discuss
the issues related to the funding formula in this section of the book, we will consistently be
referring to the base foundation amount plus the complexity grant unless clearly indicated
otherwise.) On a statewide level this is what occurs. For FY2016 the state provided public schools
with $5,251,162,486 in foundation funding and $901,576,053 for the complexity grant. For
FY2017, these amounts are estimated to be $5,401,081,505 and $902,826,378, respectively.
For the majority of public school districts in the state, this system works reasonably well. However,
the complexity grant is tied only to the percentage of students in each school corporation’s
enrollment who are in or near poverty. This “in or near poverty” threshold is now defined as having
a family income or circumstance that qualifies for welfare (properly known as “Temporary
Assistance for Needy Families” or “TANF”), food stamps (formally the “Supplemental Nutrition
Assistance Program” or “SNAP”), or foster child care. School corporations receive differing
amounts of money on a per pupil basis across their entire enrollment based on the percentages
of children enrolled in the school districts who qualify for these assistance programs. As a result,
a number of school corporations receive significantly less than the average funding level from the
complexity grant.
This unintended consequence of the current funding formula creates “outlier” school corporations
that receive only a fraction of the formula share which should come to all school districts from the
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complexity grant. This results in these districts being grossly underfunded, receiving several
hundred dollars per pupil less than the overall state average funding.

Ironically, as can be readily seen by comparing the underfunded school corporations shown on
the chart above to the highest academic performing school corporations in Indiana as shown on
the latest ISTEP testing results on the Indiana Department of Education’s website, this manner of
focusing funding generally results in the highest performing school districts in the state receiving
the lowest amounts of funding per pupil. In fact, if we compare the 2015 ISTEP results (which is
the most recently available data as of this writing) to the funding amounts for school corporations
for the 2015-2016 school year, we see that there is a significant inverse relationship between test
scores and per pupil funding. While correlation here must not be confused with causation, it is
undeniable that the poorest performing school districts received the largest amounts of money
per pupil. At the same time, the best performing school districts in the state, ZCS, Carmel Clay
Schools, West Lafayette Community Schools, Brownsburg Community Schools, Hamilton
Southeastern Schools, etc. were funded at far lower levels per student when compared to the
state average funding. In the following scatter diagram chart of all Indiana public school districts,
ZCS is designated by the large red diamond inside the orange circle.
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While the differences between the state average funding and the per pupil funding school
corporations like ZCS receive may at first glance seem small, a few hundred dollars per pupil is
a huge amount when one considers that this applies to every student in a school district. In our
case, with an enrollment of around 6,600 students for the 2016-2017 school year, the math is
compelling. Our FY2017 per pupil funding (foundation plus complexity) is $5,153. By comparison,
the Indiana state average for FY2017 is approximately $5,863 according to the State Legislative
Services Agency. This difference of over $710 per student multiplied by our enrollment means we
will be funded BELOW the state average funding by approximately $4,700,000, and perhaps as
much as $5,000,000 depending on our final student enrollment count, for the 2016-2017 school
year.
THE SUCCESS OF THE FIX-IT COALITION
In early 2014, Zionsville Community Schools realized the situation with the distribution of state
funding was unlikely to change in any significant way without a large, organized group positively
advocating for reform of the funding formula. As a result, ZCS identified a number of school
corporations who were similarly affected and formed a group that ultimately became known as
the “Fix-It Coalition.” This alliance was comprised of the 41 school districts in Indiana that were
receiving the lowest amounts of per pupil funding. The Fix-It Coalition engaged in direct lobbying,
grass roots organizing, and face-to-face meetings with as many individual legislators as possible
through the 2015 General Assembly’s session.
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Although the Coalition cannot claim unqualified success, and much work remains to be done in
future sessions, the re-allocation of over one-fifth (21.7%) of the funds previously dedicated to
complexity into the foundation base for all schools was a significant accomplishment.
The following chart depicts the actual per pupil funding for 2015 compared with the final formula
amounts for 2017, both plotted against the 2014 ISTEP scores (which were the latest available
data at the time of the legislative session). The red trend line and red data points (for 2017) are
generally higher than the blue trend line and blue data points (for 2015), showing that overall the
legislature did increase K-12 funding across the board.

Note: ZCS is represented by the highlighted red and blue dots shown near the bottom left on the
graph above.
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We also find that the clustering of the red dots for 2017 around their trend line is tighter than the
clustering of the blue dots. This tells us that the legislature’s new version of the formula actually
reduces the disparities between school corporation funding levels by reducing the range from the
highest to lowest funded school districts and decreasing the standard deviation found in this data
a bit. The slope of the trend lines conveys another very important piece of information. As shown,
the red line is slightly more tilted to the horizontal than the blue line. This demonstrates that the
formula also makes some small progress in more closely aligning funding with performance.
These changes, increasing the foundation base funding, re-allocating the complexity money to
reduce variances between school corporations, and beginning to link school funding with
academic performance, were all advocated by the Fix-It Coalition. While it is obvious our success
in these areas is limited, we see all of these indicators as showing that the legislature as a whole
moved in the right direction on these issues.
If we divide the previous chart, with separate trend lines and color coding identifying the results
for the members of the Coalition, as opposed to those school districts that were not members of
the Coalition, we see that the average increase in funding for the Fix-It members was significantly
larger than for other school districts. This is demonstrated by the distance between the green and
purple trend lines below, which is obviously much wider than the separation of the two trend lines
for non-Fix-It members. We are pleased to be able to report this result of our efforts, but must
also acknowledge that ZCS remains an outlier at the bottom of the state funding ladder due to our
poverty rate still being the lowest in the state (ZCS is the lowest purple dot, i.e. least funded per
pupil in 2016 and 2017).
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Having said that, we do note that we believe our efforts were more successful than is readily
apparent from the statewide chart shown on the previous page. If we focus only on ZCS, we can
determine that we were successful in reversing the long-term trend in declining per pupil
revenues. The difference in our funding per pupil for 2016 and 2017 if the old formula had
remained in effect (shown by the green line on the chart below) versus the new version of the
formula that was enacted by the legislature (depicted below by the blue line on the chart) is
significant. As shown in the chart below, our funding would have continued to decrease through
2018, dropping each year by about $83 per pupil to a final low in FY2018 of $4,711.

Instead of decreasing, our funding will increase by $80 to $100 per pupil over each of the next
several years. While these amounts sound small, it is in fact a very significant delta for us in the
total funding amounts we will receive when applied to our growing enrollment. As shown, gaining
$80 or so instead of losing $83 for 2016, gaining another $107 instead of losing $83 again in
2017, and gaining an expected $90 instead of losing yet another $83 in 2018, adds up to over
$7,000,000 for those three school years.
The answer to the question “Did the Fix-It Coalition do any good for Zionsville?” is a resounding
“YES!” While we remain the lowest per pupil funded school corporation in the State of Indiana,
we are far better off than we would have been had we done nothing and merely waited to see if
the legislature would write a formula that reversed over 20 years of unbridled growth in the
Complexity factor. While it is true that a number of our Coalition members, due to characteristics
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of their communities, gained significantly more per pupil than ZCS did, we must be and are quite
thrilled to have achieved the results for ZCS that are demonstrated here.
THE REMAINING CHALLENGE
While the charts shown previously depict the distance we covered in this legislative session, they
also show how far we have yet to go. The new average per pupil funding for the Coalition, while
higher and better in several ways, gained but a small amount of ground on the state average,
which also increased this past session. The dollars per pupil, by actual calculation, increased on
the average by $188 per pupil statewide, but increased on average by $288.63 per pupil for all
members of the Coalition taken together. However, this gain of $100.63 per pupil on the state
average still leaves the Coalition average at $482.59 per pupil below the overall state average.
Bluntly stated, closing the Coalition’s gap still will require several times over more success than
was achieved this year.
ZCS is still not up to the average for the Coalition. As the school district with the lowest poverty
rates in the state, ZCS will be the lowest funded per pupil in Indiana over the remainder of the
biennium. For 2016 and 2017, Zionsville Community Schools is literally 289th in per pupil funding
out of 289 school districts.
Our challenge is simple. We must continue to forcefully and effectively advocate for further reform
of the school funding formula.
WHAT NEEDS TO CHANGE?
In theory, all students in poverty are funded across the state at the same amount. The current
funding formula treats Complexity as if it were a categorical grant and assigns it the same value
per student for each school corporation. For 2017, this amount is $3,539.00. This value, which
was determined by the legislature, does not have any basis in research, and was apparently
selected as an expedient in constructing the formula.
While the theory when expressed in terms of the same amount per disadvantaged or at-risk
student sounds equitable, the actual outcome introduces a much different effect into the funding
formula. This is because in the actual calculations, the percentage of students in poverty is
multiplied by the ENTIRE enrollment of a school corporation. The wide variations in Complexity
translate directly into wide variances in the total amount per pupil which the different school
corporations in the state receive. The state average amount of Complexity funding for FY2017 is
$771.58.
However, ZCS will receive only $64.76 per pupil for Complexity. In contrast with Zionsville’s last
place number of $64.76, some school corporations, including the lowest performing academically,
will receive much more than the state average or even more in Complexity funding. As examples,
we note the amounts in state aid per pupil for the lowest five Indiana school corporations in ISTEP
scores. South Bend will receive an estimated $1,430.42 per pupil for FY2017. Indianapolis Public
Schools will receive $1,883.48. East Chicago gets $2,192.06 per pupil, Medora receives
$1,272.54, and Gary will get $2,098.04.
The actual state funding a school corporation receives including both the Foundation amount and
the Complexity amount is the definitive measure of per pupil funding. When we consider the “onesize-fits-all” Foundation amount plus Complexity for each school corporation, we understand this.
For 2017 this per pupil number will be $5,088 in foundation plus the $64.76 in complexity for
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Zionsville Community Schools, giving ZCS a total of $5,152.76 (in round numbers, the $5,153
referred to a number of times in other Sections of this book) per pupil. However, the state average
per pupil funding will be $5,863 per pupil, with high Complexity school corporations receiving
much more per pupil, in some cases over $7,000.
The combined per pupil Foundation and Complexity totals have been commonly used for
comparisons between or among school corporations. For 2012, Indiana University’s Center for
Evaluation and Education Policy determined that ZCS had the lowest per pupil revenue of any
public school corporation in the state. We now know the same was true again in 2016 and
continues to be the case for 2017. According to our records, ZCS has been funded at far less
than the state average each year since 1992.
At this point, we must stop to consider two intertwined issues which are always concerns in school
funding: equity and adequacy. The results of the state funding formula up to the point in the
calculations at which the Foundation amount is determined obviously are equitable.
However, when we consider Complexity’s major role in school funding, we immediately recognize
that it does introduce a marked inequity among school corporations. Essentially, for 2017, the
current funding formula asks ZCS to do with $5,153 per pupil what the average school corporation
in this state does with $5,863 and what many school corporations have proven they cannot do
with even higher amounts of per pupil funding.
The objective measurements of student performance, including ISTEP scores, SAT scores, and
Graduation rates, do not reflect improvement in Indiana’s lowest performing schools that is
commensurate with the amounts of state Complexity money invested. Comparing those school
corporations with the highest Complexity amounts of per pupil funding to the latest listing of low
performing school corporations on the 2015 ISTEP shows that 16 of the top 20 school
corporations in funding are in the bottom 20 school corporations in ISTEP total passing
percentages. This remarkably strong correlation between high funding and low academic
performance illustrates that the question of equity in the formula is very much a coin with two
sides.
In terms of adequacy, we note that Indiana University’s Center for Evaluation and Education
Policy’s study, referred to earlier, which determined ZCS had the lowest per pupil Foundation and
Complexity revenue combined, of any public school corporation in the state in 2012, also showed
five other public school corporations (and four charter schools) making up the bottom ten in
funding per pupil in the state. More recent figures from DOE now show that we were passed up
temporarily in the “race to the bottom” and tied for 3rd lowest funded in 2015. However, we have
now regained our former “worst off” position and will hold it at least through 2017 as long as the
poverty rate and its resulting Complexity amount remains the funding formula’s primary
determinate of variability in the amount of funds per pupil Indiana school districts receive.
In an article published March 12, 2015, the Washington Post noted that Indiana at that time
provided the largest percentage of differential in the entire nation for poverty, with “poor” districts
receiving an average of 17% more funding than districts with more affluent citizens. Minnesota,
which was in second place, was well behind Indiana at a 15% differential. Given that the wealth
of residents, at least in Indiana, does not assist local school districts or make the districts
themselves affluent, it is clear that Indiana was well outside the national norm in its funding model.
In answering “what needs to change?” it is clear that “Complexity” - the model of overfunding poor
performing schools and underfunding high achievers based solely on community income statistics
- must change.
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OUTLOOK FOR THE FUTURE: 2017 AND BEYOND – A FEW SUGGESTIONS
No one can argue that high poverty schools generally do have high overhead costs. These
schools typically need large security forces, in-house social workers, extra staffing to allow lower
numbers of pupils per counselor and per teacher, additional special education personnel, and so
on. High poverty schools also commonly experience significant costs for free textbooks and free
lunches, and numerous other special materials and services. However, as we examine the way
in which Complexity money is provided to Indiana school corporations we readily identify three
areas which appear to need significant reform.
In contrast to the manner in which funding is provided to school corporations for other categorical
grants or other special purposes, we note that there is no particular accountability required for
Complexity money. Normally, funds provided to school corporations, for example for special
education or vocational education, must only be used for the purposes for which the money was
provided, with a significant body of rules, regulations, statutes, guidelines, and reporting
requirements in place to ensure that this is what occurs. However, Complexity money is provided
as a generic revenue within the funding formula without any particular regulatory rules or statutory
controls governing what it is to be used for, and without any specific reporting requirements to
show what uses were made of these funds. Accountability for the Complexity funding, to ensure
that it is used to address the academic needs of those students that generate this funding, is
sorely needed.
In addition to accountability, Complexity funding needs to be more focused. Currently, this funding
is provided on the assumption that students in poverty will likely fail. Yet there are no requirements
that the funds be used to address or prevent actual academic failure. Certain other states have
attempted to focus their efforts on those students at the young ages where learning to read at
grade level is crucial. Other efforts have been made to address and provide remediation for actual
failure among older students when it occurs. This would appear to be a much more rational
approach and to have a much sounder research basis than simply funding schools and school
corporations on the supposition that failure is inevitable because of the presence of students in
poverty.
Finally, Complexity must show results. Clearly, Complexity is based on the premise that children
in poverty are more difficult to educate (“more complex”) than those who are not, and that the
solution to this difficulty is more money. It is beyond the scope of this discussion to argue for or
against the merits of the intellectual underpinnings of this philosophy. However, it is only fair to
observe that Complexity has now been in the formula for over 20 years, yet as noted earlier, the
objective measurements of student performance, including ISTEP scores, SAT scores, and
Graduation rates, do not reflect any improvement which appears to be commensurate with the
amounts invested. The reader is invited to ponder this question: “If this approach is ever going to
work, wouldn’t there be some positive observable, empirical results by now?”
In today’s era of pay-for-performance for teachers, it does not seem unreasonable to suggest that
the same principles should apply to school corporations. If ineffective teachers are ineligible for
pay raises, it seems illogical to continue pay raises for ineffective school corporations.
After more than twenty years in the funding formula, Complexity should be closely examined to
determine if it has produced any desired results. Possible improvements to the funding formula
would be to move back to a broader set of measures or perhaps use a different set of metrics for
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Complexity. The influence of Complexity could also be reduced or some alternative delivery
method used to prevent academic failure and provide effective research-based remediation.
The move to get all schools to a one-size-fits-all Foundation amount, in theory, is a laudable goal.
Unfortunately, the current Foundation base is unrealistically low. No one can operate a school
corporation on the per pupil amount provided by the Foundation base alone. Currently, only the
supplement provided on average but not uniformly across the state allows certain school
corporations to reach an adequate level of funding while leaving others far short of this mark. The
dependency for additional funding this creates, with the unevenly supplied Complexity factor,
leaves a stark landscape of winners and losers, with financial success or failure connected to
each school corporation’s academic performance only in an inverse relationship.
We believe that there are several viable solutions to this situation that are within the legislature’s
means. We note, as we have done previously, that if a floor, or bottom threshold were established
to prevent these outlier school districts from falling below a minimum level in the formula
computations, all school districts would be assured of being funded at a level adequate for their
instructional programs. The implementation of such a floor could be accomplished by minor
technical changes in the wording of the school funding formula statute, and would not reduce any
funding now going to those districts with high poverty levels. We estimate that the annual cost of
establishing such a protection against school corporations becoming outliers on the underfunded
end of the funding spectrum could be accomplished statewide at a cost well within the legislature’s
funding abilities.
In the alternative, the entire issue of Complexity could be re-opened and re-examined in real
detail. At the state level, the legislature could identify the true cost of Complexity, perhaps by
engaging a university to perform a study of the actual costs which need to be incurred to educate
students living in poverty beyond the cost of the Foundation amount. It would seem likely that
this amount is actually less than the arbitrarily chosen $3,539 now assigned to each such student,
particularly if the funding to be provided were focused on the younger students in elementary
grades where remedial intervention is most likely to be effective. The savings from reducing the
Complexity value could be used instead to increase the Foundation amount, and introduce a great
deal more equity into school funding than is now the case.
Finally, the concept of pay-for-performance, as mentioned earlier, should be further developed
and applied at the school corporation level. The last session of the legislature provided an
appropriation of $30 million for 2016 and $40 million for 2017 for performance pay for teachers.
This is a good start. But this excellent idea must be expanded to application at the school district
level as well as in the individual classroom.
It should be noted that these suggested solutions are NOT mutually exclusive by any means. Any
or all in combination could be implemented to reform the school funding formula. We urge our
legislators to consider these ideas, as well as a number of other possible equitable solutions and
to act boldly and decisively to bring all public schools in Indiana to a level playing field that funds
all school corporations on a consistent and equitable basis.

FINAL COMMENTARY
As noted earlier, the results in Zionsville and a number of other communities similarly affected is
the “uncomfortable narrative” that results in the Hobson’s Choice our communities are forced to
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make. That choice is inadequately funded schools or double taxation through local referenda. The
total amount of all local school operating referenda for 2016, per the Indiana Department of Local
Government Finance’s budget orders, reaches a total of nearly $131.6 million. This is a sizeable
sum. However, this is not tremendously out of reach should the state legislature choose to fund
this in some alternative matter. To put this in perspective, we note that for 2016, the total of all
levied property taxes for Indiana schools will come to just under $3 billion statewide. The
Operating Referendum portion of this amount is equal to only about 5% of the total taxes levied.

This entire amount in turn is equal to roughly one-half or so of the total amount spent from the
state budget on K-12 education. We believe that is it totally within the legislature’s capacity to
“reform” the funding formula in a way that makes sense, ties both performance and accountability
to the funds the state provides to local school corporations, and still makes up for the current local
shortfalls in ways that do not require local property taxes for routine school operations. The current
forced choice situation is unconscionable. It represents merely a crude, blunt-force workaround
that circumvents the intent of both the legislature and the citizens. The 2008 property tax reforms,
which included passage and ratification of a constitutional amendment, clearly were not designed
to result in the local double taxation that is now occurring.
ZCS and the other members of the Fix-It Coalition stand ready to help with the needed reforms
of the funding formula to remedy this situation, and will continue to work towards that purpose.
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