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Issue

The funding of public schools (K-12) in Pennsylvania is a joint responsibility of the state and local school districts.  In 2001-2002, revenues from state sources represented approximately 37.3% of the total general fund revenue expended by all 501 school districts in Pennsylvania.  The local contribution to the public schools was approximately 57.9%, with the real estate property tax representing the largest portion (43.6%) of this share1.

There is a growing consensus that the real estate property tax should not be the primary source of public education funding.  Property values and income levels have direct impact on a district’s ability to raise education revenues.  Poor communities – those with a relatively low tax base – must tax themselves at a higher rate than wealthy communities to raise the same revenue.  The result is that many school districts with rapidly growing tax bases have been able to increase spending significantly with comparatively minimal tax rate increases.  School districts with stagnant or declining tax bases, however, have struggled to maintain spending levels even with significantly greater rate increases.  Also senior citizens on fixed incomes can no longer afford real estate tax increases, forcing many to sell their homes.

Pennsylvania currently is exploring property tax relief as a way to reform education funding.

Model 
The goal of the model is to help choose the most appropriate way to reform public education funding through the reduction on the reliance of real estate taxes.  The strategic criteria to be consider when evaluating the alternatives are:

1) The funding source must be a long-term solution.  There cannot be reason to increase real estate taxes in the future for educational funding.

2) Funding must be equitable.  Poorer taxpayers must not pay a disproportionably larger amount on educational funding for a comparable quality education than does wealthier ones.

3) The funding source must be socially acceptable to a majority of taxpayers.

4) Consistently high quality education must be attainable in all school districts.

Utilizing the rating system, the strategic criteria were given the following priorities:
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The evaluation model consists of subnetworks of Benefits, Opportunities, Costs, and Risks.  The evaluation model is related to the strategic criteria through a ratings system.  There are ultimately four alternatives evaluated as possible sources of funding:

1) Legalize slot machines – PA’s state government would receive revenue from slot by levying a tax on “gross terminal revenue” – money wagered minus prizes paid.

2) Increase the state’s earned income tax from 2.8% to roughly 3.1%.

3) Broaden the scope of the state’s sales tax to include currently non-taxable items such as food and clothing.

4) Stay the status quo and continue to use real estate taxes as the primary funding source.

The control criteria (BOCR) all had political, economic, and social subnetworks; except for costs which did not have a political subnetwork.  An example of a subnetwork is the following:

Economic Subnetwork under Benefits:
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Pairwise comparisons were made systematically to include all combinations of component/node relationships.  The following tables summarize the final synthesis of the alternatives:

	Legalize slot machines
	Total Priority
	Rank

	Benefits
	0.9609
	1

	Costs
	0.8728
	1

	Opportunities
	1.0000
	1

	Risks
	0.7291
	2

	Increase state earned income tax
	Total Priority
	Rank

	Benefits
	0.5466
	2

	Costs
	0.2802
	3

	Opportunities
	0.2972
	3

	Risks
	0.4689
	4

	Expand state sales tax coverage
	Total Priority
	Rank

	Benefits
	0.4193
	3

	Costs
	0.4993
	2

	Opportunities
	0.4159
	2

	Risks
	0.5656
	3

	Status Quo
	Total Priority
	Rank

	Benefits
	0.1216
	4

	Costs
	0.2304
	4

	Opportunities
	0.1335
	4

	Risks
	0.7425
	1


Conclusion
Utilizing the marginal formula of BO/CR, the final ranking of the alternatives is:
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By legalizing slots, the benefits and opportunities outweigh the costs and risks of doing so.  A close second would be to increase the state earned income tax.  Both of these alternatives fit the strategic criteria.  The both are equitable – the earned income tax being progressive in nature and the legalization of slots tapping into an unrealized revenue source.

