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Of all the influences on educational achievement—e.g., teacher qualifications and
motivation, administrative support, and parental and community involvement—among the
least recognized is the condition and appropriateness of the school capital facility. Since the
state constitution mandates that all students have an equal opportunity to attain a relevant
education, a lack—or inequality—of any of those influences would seem to demand
rectification. In probing the perceptions of superintendents and finance officers in North
Carolina school districts, this research determined that the administrators (1) recognize the
importance of capital facilities to educational success, (2) identify capital facility needs
within their own district, and (3) attribute those needs to shortcomings of finances. However,
a consensus regarding the appropriate process for ensuring greater equity of facilities was not
found. In general, there was the perception that funding distribution based on horizontal
equity (“headcount”) was not appropriate in many cases, current practice notwithstanding,
and such distribution should be to some extent needs-based. This study concludes with a
recommendation for increased state involvement in the funding process, with allocations to
be made among selected districts each year, and aimed to redress specific extreme
deficiencies in capital facilities. Funding is proposed to be derived from an increase in the

state sales tax, and allocated primarily according to need.
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DEDICATION

| have been fortunate throughout my life to be positively influenced by a number of
people; recognition of all of them would be impossible. To pare this task to manageable
proportions, 1 would like to distinguish three ladies who have been most outstanding in this
regard. First of all, my mother never wavered in her support nor allowed me to flag in my
pursuit of any educational endeavor. Second, my wife accepted without complaint my
attending classes and preparation of assignments in the evenings and on weekends; | am sure
there were other things she would rather have had me do. Then, my daughter—whom |
greatly respect as a teacher—encouraged me in my ‘late’ entry into fields educational. To

those special people and to others I have neglected to mention, thank you for your support.
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| approach the writing of this dissertation with trepidation, fully cognizant of the
dearth of experience-as-educator in my background. But the topic is one which has thrust
itself on my consciousness for much of my professional career—a topic | feel compelled to
address in a rigorous and systematic manner; a doctoral dissertation makes a good vehicle for
that exposition.

Growing up in a small town in southeastern North Carolina, | attended primary and
secondary grades in the same two-story E-shaped building...with wood structure, heart pine
floors, and wood stairs—the treads worn smooth and cup-like by years of use. [In fact, the
building burned to the ground one night, not long after | graduated.] 1 thought I had received
a good education until I arrived at NCSU, and felt like a Fiat hitting a brick wall. Those first
several years in the School of Design were the hardest | have experienced, before or since. |
realized | was woefully unprepared for study at the university level. Nevertheless, | managed
to achieve an Architectural degree, and an ROTC commission in the Corps of Engineers.

After serving two years in the Army, | returned home and went to work as an
architectural intern in a small firm. My first major project was the design of a new
elementary school, and | have been involved in educational design for many years since.

At some point, | became aware that the School of Design had taught me the art of
architecture, but not the business of making a living, so I enrolled in evening classes and
earned a Master’s degree in Business Administration. | continued to practice architecture,
designing all manner of facilities from for-profit day care to university buildings, but mainly

focused on K-12 public schools.



During a time of economic ‘downturn’ in the architectural profession, I designed a
condominium community, and was struck by the fact that the broker made more commission
for advertising and selling the properties than | made from designing and preparing the
drawings, and inspecting the construction. I therefore obtained my Real Estate Broker’s
License, ‘just in case,” but never utilized it. also ‘moonlighted’ as an instructor of basic
drafting classes at a community college and at a university. On two occasions, | went over to
the other side of the Owner-Architect relationship, and worked as assistant director of
physical plant at one university and as a facilities architect at another university.

My acceptance of a position at the North Carolina Department of Public Instruction
marked an unofficial retirement from the active practice of architecture, and a redirection of
my focus toward the planning and financing of schools at a level higher than the single
building or individual campus. While employed with DPI, | began my doctoral studies at
NCSU. The facility inequities now observed statewide from the DPI perspective directly
resulted in the selection of the topic for this dissertation, but most of my professional career
has contributed to the gathering of anecdotal data regarding the situation. In some ways, this
dissertation is an accumulation of many years of life experience; in some ways, | hope, it

marks a new direction in education administration.
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CHAPTER ONE
INTRODUCTION

Pedagogy, curriculum, teacher qualification, and similar aspects of education have
often been extensively examined in light of their effect on the success of didactic endeavor.
To a lesser extent, rigorous or detailed research has been applied to the relationship between
the physical school facility and the attainment of educational goals such as student
achievement, graduation rate, and teacher and staff retention. This mixed-methods study
utilized a sequential design (lvankova, Creswell, & Stick, 2006) to address the disparity
(inequality) of capital facilities for kindergarten through twelfth grade (K-12) public
education across North Carolina. Furthermore, the dissertation delved into the adequacy of
funding to meet capital facility needs, the equity of funding within and between districts, the
perception among senior district administrators as to the appropriateness of the current
situation, and their feelings about potential modifications of funding procedure. Both
qualitative and quantitative data were needed to adequately respond to the research questions,
although the qualitative aspect was primary. | adopted a paradigm of pragmatism (or
practicality) with a view toward a transformative outcome, in that the inequity found in
districts of low socio-economic status should be rectified as a matter of constitutionality.
Statement of the Problem

The North Carolina Constitution expressly provides that the primary responsibility for
financing of educational capital facilities (e.g., buildings, grounds, and certain equipment)
rests with the State (Article IX, Section 2 (1)), but this duty has been delegated to the boards

of commissioners of each county (Article 1X, Section 2 (2)). The source of a majority of



funding is traditionally the real property tax imposed by the county. Data accessible in the
public domain indicate a wide range of funding availability and of expenditures at the county
level. Several factors impact property tax revenue, including the tax rate (established locally
and subject to frequent change); the accuracy of property evaluation (tax value as compared
to sale price in a free market economy); and the actual value of the real estate (the “wealth”
of the county, as a surrogate for socioeconomic class). In addition, many variables affect the
expenditures on schools, including the amount of total tax revenue generated and the
proclivity of the commissioners to expend funds on school construction rather than on other
needs which demand their attention.

A county with a low or moderate tax base might generate significantly less revenue
per student compared to a county with high property values, even if the low-base county
imposes a tax rate much in excess of that of the wealthier county. In fact, this has been found
to be the case, as many low-wealth counties impose tax rates in excess of the state average.
(See Appendix A.) The greater effort of these districts nevertheless yields lower results.

It is the responsibility of the local Boards of Education to identify the needs of the
various schools within their districts, including the need to construct new schools or to
renovate existing schools, and to bring those needs to the attention of the County
Commissioners (NC General Statute 115C-521). However, Boards of Education have no
source of revenue nor taxing authority (with few and minor exceptions; see Appendix B)
outside the County Commissioners, and thus must rely on the good will of that body to

provide for the capital needs of the district. While established by Constitution, this concept



has been tested in case law, e.g. Johnson v. Marrow (1947), Atkins v. McAden (1949), Parker
v. Anson County (1953), Dilday v. Beaufort County Board of Education (1966), and others.

Federal funding for school construction is miniscule and erratic, and currently is
comprised primarily of programs that offer tax advantages to lenders of construction funding,
or allows local education agencies (LEAS) to issue bonds at zero, or very low, interest rates
(e.g., the American Recovery and Reinvestment Act—ARRA). There is limited use of these
opportunities, because many counties hesitate to assume additional obligations, or lack the
financial strength to meet lenders’ approval criteria. There is no federal funding in the form
of grants or allocations. [However, in the 1930’s, the federal Public Works Administration
and the Works Progress Administration constructed many school buildings and transferred
them to local school boards.] Currently, the position of the U. S. Department of Education is
that expenditures for capital facilities remain the responsibilities of the states and districts
(Brimley & Garfield, 2005). In locations impacted by large federal properties such as
military bases—not subject to local property taxes—there are federal funds available for
school construction to offset the lost tax revenues.

State funding for school construction takes the form of bond sales for all or selected
counties (the last was in 1996), and direct allocation of monies to the LEAs. The latter began
in 1987 when the School Facilities Finance Act established the Public School Building
Capital Fund (PSBCF), whereby a portion of the state corporate income tax revenue was
allocated to counties for capital projects, based on the schools’ Average Daily Membership
(ADM). This funding was curtailed in fiscal year (FY) 2002-03 and again in 2009-present.

In 2006, the North Carolina Education Lottery began to provide funding for various



educational usages, including school construction. Distribution of lottery funding is
currently based on ADM also (see Appendix C).

State capital funding therefore is equitably distributed on the basis of number of
students, but it is in fact but a small portion of total funding for construction. With most
funding coming from county property taxes and the partial-cent sales tax, school funding is
dependent upon the wealth of the individual county and varies greatly among the districts. If
resources are not uniformly apportioned among schools or school districts, | posited that this
creates inequality of educational opportunity among students. | focused on capital facilities
as an educational resource because, since Brown v Board of Education, 347 U.S. 483 (1954),
other resources (e.g., curriculum, teacher qualifications) have been more the center of
attention. Also, since the final ruling in Hoke County Board of Education v State, 95 CVS
1158 (2002), emphasis on ‘adequacy’ of resources has replaced ‘equality’ of resources as the
primary criteria, so this research addressed the problem (of how to meet educational goals)
from a relatively uncommon perspective.

| have a personal interest in this topic because, for many years prior to becoming
involved in educational policy, | have been an architect in private practice with a focus on
design and construction of educational facilities ranging from for-profit day care centers to
university facilities—but primarily in the realm of K-12 public schools. | have witnessed the
extreme variation in size and quality of facilities that can be afforded by the several LEAs
across the state—not because of the lack of desire or commitment among the less-wealthy

districts, but because of the nonuniformity of available funding.



Purpose of the Study

| wished to determine if school district superintendents and chief finance officers also
see this situation as problematic, and if so, what they would be willing to support in order to
change the status quo. The existent relevant legislation provides in essence that state funds
provide for current expenses while county sources are intended to meet the capital facility
needs of the district, those needs being determined and promulgated by the local board of
education. [The exceptions are (state) funding provided by the Education Lottery and
(federal) support consisting of programs to reduce or eliminate the interest on school
construction loans obtained by the county.] | sought to confirm if this process was indeed
adequate. The policy for distribution of state funds for capital facilities construction (in
essence, the Education Lottery), is currently one of horizontal equity (based solely on
headcount) while procedures regarding funding for current expenses involve such factors as
district size, wealth, and the rural nature of the district. This inquiry intended to accumulate
the judgment of certain key stakeholders regarding the appropriateness of such a system. In
addition, this study pursued an understanding of the mindset of those stakeholders as they
deal with limitations of capital facilities, and developed, through analysis of their experiences
and suggestions, a synthesis of a new funding policy, the objective of which is to overcome a
historic pattern of unequal school facilities. To this end, the study addressed the following
research questions:

RQ-1. What are the perceptions of district superintendents and chief finance officers

of the relationship between capital facilities and the attainment of educational goals?



RQ-2. What shortcomings in school facilities do district superintendents and chief
finance officers identify as being detrimental to the attainment of educational goals?
RQ-3. What accounts for the differences in funding for capital facilities within and
between LEAsS, as perceived by district superintendents and finance officers?
RQ-4. What political and fiscal strategies do district superintendents and chief
finance officers utilize to compensate for differences in capital facilities?
RQ-5. What modifications to the methodologies for funding capital facilities are
district superintendents and chief finance officers willing to suggest, advocate, or
implement?
Since expenditures for capital facilities are directly correlated to the wealth of a given LEA,
this study derived relevant data from both high tax-base counties and low tax-base counties
(see Appendix A), in an effort to benefit from divergent viewpoints which are the outgrowth
of extreme differences in financial ability.
Definition of Terms
The following terms are used throughout this study. The first two are generally
accepted definitions of the North Carolina Department of Public Instruction (DPI).

Capital Facilities or Physical Facilities or Infrastructure: the school buildings and

grounds; the “sticks and bricks” that make up the school campus environment,
together with the necessary systems and services to support and make habitable the

school campus, and to meet the educational needs of the students.



Local Education Agency: Synonymous with a local school system or a local school

district, indicating that a public board of education maintains administrative control
over the public schools of a city or county.

The following definitions are adapted from Strike (2008), who acknowledged various other

authors in developing the concepts:
Equality: the core goal of “showing equal respect for or granting the equal dignity of
all people” (p. 468), which grows from philosophical concepts of justice and the law.
The term “equality of educational opportunity” will refer to the opportunity structure
to receive schooling within a society or a particular segment thereof. For the
historical background of this concept, see Coleman (1968).
Equity: used in the context of school finance, most often to discuss the similarity of
inputs (distribution, per Unterhalter, 2009) into the educational system, as intended to
provide equality of educational opportunity. It should be noted, however, that equal
inputs do not necessarily result in equal outcomes (see, for example, Grubb, 2009).
Adequacy: the concept that there exists some basic level of education to which all
children are entitled. Judge Manning, in his Leandro v. State (1997) ruling, addressed
the functions which citizens should be able to perform, given an adequate education.
However, as Strike (2008) maintained, “adequacy sets a floor under the education that
the state owes to all children, but it does not relieve the state of the obligation to
provide whatever additional education it chooses to provide equally” (p. 467).
Efficiency: the concept of obtaining the ‘most’ or ‘best’” outcome, utilizing the ‘least’

resources.



The following are adapted from Corcoran and Evans (2008):
Leveling up refers to finance reform in which a reduction in spending inequity is
accomplished by increased spending in historically low-spending districts (so that
average spending will rise), while...

Leveling down is accomplished by reduced spending at the top of the distribution

(resulting in a negative correlation between fiscal equalization and growth of per-
pupil expenditure, over time).
The following terms, taken from the general literature of educational finance, have been
traced back to the teachings of Aristotle (Strike, 2008):

Horizontal equity: The equal treatment of people with equal characteristics.

Vertical equity: The unequal treatment of people having unequal characteristics—that

is, treatment that accounts for their dissimilarity.
A source for definitions of general educational terms, for abbreviations, and for acronyms
may be found at the DPI website, at http://www.ncpublicschools.org/acronyms. Other terms
are presumed to acquire their normally ascribed denotations.
Significance of the Study

This research will be of interest to readers who are concerned about the equality or
inequality of educational opportunity at the district level in North Carolina public schools,
and who will accept that the quality of school buildings affects the educational process (a
point developed in the Literature Review). Overall, the study adopted a purpose of impacting
an institutional change in funding educational facilities, in order to realize an equality of

opportunity not constrained by the socio-economic status of the district population...that is,



the tax base of the individual county. Within the current legal environment, significant
improvement may not be possible except through an amendment to the state constitution.

It is conceivable, however, that modification of funding streams could have resulted
from judicial action—and this has provided the motivation to implement this study. In the
case in question, Leandro v. State of North Carolina (1994, et seq.), the plaintiffs alleged that
children in some districts do not receive the same educational opportunities as students in
wealthier districts. Upon Superior Court findings for the plaintiffs, the State appealed to the
Court of Appeals (1996) which dismissed the lawsuit on the grounds that the state
constitution does not guarantee equity or a specific quality of education in public schools.
The plaintiffs then appealed to the state Supreme Court (1997) which reversed the Appeals
Court, finding that the North Carolina Constitution guarantees every child “an opportunity to
receive a sound basic education in our public schools,” but that there was no requirement for
substantially equal funding or equal educational advantages among all school districts.
However, Justice Orr wrote an extensive dissenting opinion, which included the following:

| believe that the phrase “equal educational opportunities,” as advanced by plaintiffs,

encompasses more than identical programs and funding for all the school districts in

our state. The concept also addresses access to new textbooks, adequate facilities,
other educational resources, and quality teachers with competitive salaries. [emphasis

added] (p. 18)

The crux of Justice Orr’s opinion was that the provision of capital facilities should be a state
responsibility. It would logically follow that the state would provide similar (as equal as

possible?) facilities statewide. If Orr’s minority opinion had been that of the majority, this



study would have been not only presaged but also judicially validated. Lacking that
substantiation, the study was arranged in a manner to elicit the opinions, not of the judiciary,
but of educational administrators who hold positions of responsibility and potential impact.
Overview of Approach

The investigation proposed to be both descriptive and explanatory: the former in that
it intended to “collect, organize, and summarize information about the matter being studied”
(Punch, 2006, p. 33), and the latter in that it asked why certain key individuals accept such a
status quo, or if and how they would propose to modify it. On a continuum of ‘prestructured’
verses ‘unfolding’ research, the process was weighted toward the latter, in that an initial
(survey) inquiry was used to inform the main (interview) research, which itself was loosely
designed, with open-ended questions. It was not intended to be totally unstructured, but
rather semi-structured, with the capability of responding to new data as it was uncovered
within the preselected framework.

The process was sequential, comprised of (1) an analysis of public-record documents
including a facility needs survey to determine state-wide needs for new and/or renovated
capital facilities; (2) a survey to determine, generally, the perception of all district
superintendents and chief finance officers concerning the adequacy of capital facilities in
their LEAs; and (3) interviews with selected superintendents and chief finance officers to
gauge their perception concerning equality of facilities across the state and their evaluation of
the value of similarity of facilities, and to identify potentially acceptable tradeoffs (if any) in
order to increase equality of capital facilities. The three parts of the research are explained

more fully below.
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Part 1. As a matter of public record, the North Carolina legislature requires each
LEA to complete a Facility Needs Survey every five years [N.C. GS 115C-521(a)]. Most
recently, the software package for this computer-based survey was distributed in October
2010, and data collected in January 2011. Districts were asked to project their capital needs
for both a five-year and a ten-year time horizon, to include needs for land purchase, building
construction, furnishings and equipment, and renovations and additions to existing buildings.
Unit costs were assigned by DPI (not by the individual LEA) using a state-wide historical
cost index which was not modified for arbitrary future inflation or for projected economic
conditions. In that way, needs were directly comparable across districts, ignoring any local
transient impact. Data derived in this part of the research were quantitative, and were
evaluated using descriptive statistics.

Part 2. A survey questionnaire was e-mailed to the superintendents and finance
officers of all one-hundred and fifteen North Carolina public school systems, to glean
evaluations of the adequacy of funding for physical facilities in their LEA, and in whatever
other districts of which the respondent may be aware. These senior administrators were
asked to address the conditions of existing facilities, the equality of facilities, and any
proposed changes in the manner schools are financed. Data were quantitative and
qualitative, derived from fixed-response and open-ended questions. It was not intended that
the survey responses, in and of themselves, would completely address all the research
questions. However, all the survey questions did address, in some way, the topics of each of

the research questions.

11



Part 3. Responses to the Phase 2 questionnaire and data derived from the Facility
Needs Survey in phase 1 were used to inform the structure of interview questions directed to
purposefully selected superintendents and finance officers in the third phase of the study. All
LEAs were ranked according to expenditures per child for capital facilities (this data is
available from state agencies), and the administrators of the top five and lowest five districts
were contacted and asked to participate in an individual, one-on-one interview. Questions
were open-ended to allow streams of thought to be pursued without undue limitations. While
the Phase Il questionnaire addressed the adequacy of facilities, the focus of the interviews
was more sharply directed toward equality of educational opportunity available from district
to district, the perceived disadvantage borne by students in low-spending districts, the
willingness of the primary actors in educational administration—the local superintendents
and finance officers—to suggest, promulgate, and implement innovative modifications of the
structure of facility finance, and any trade-offs or sacrifices that would be acceptable as a
result of those modifications. This qualitative research provided the primary responses to
the various research questions.

The survey was meant to provide supplemental data to reinforce the main research—
the interviews—and to allow a contemporary, state-wide understanding of trends and
situations impacting the overall focus of the dissertation, and to inform the wording of the
interview protocol. In short, the survey helped to craft the interviews, and both the survey
and the interviews answered the research questions.

Historically, according to Thompson, Camp, and Stewart (1989), facility finance has

been a low priority nationwide; although superintendents show “strong concern for capital

12



outlay funding,” they are “slow to embrace state involvement” even when “facility needs are
going unmet” (p. 22). This research further investigated that situation in North Carolina, in
contemporary economic conditions.

Organization of the Study

This first chapter provides an overview of the purpose of the study, why it is
significant, and how it is pursued. Chapter Two situates the study within existing relevant
and scholarly literature, in developing five themes germane to capital facilities and
educational achievement. There is no new effort to prove that the quality of educational
facilities impacts the attainment of educational goals, but references to numerous studies in
the literature have established this condition. In addition, Chapter Two addresses historical
attempts to correct inadequacies and inequalities of capital facilities among districts, and the
current conditions of extreme variations in funding. It concludes with a discussion of several
scholarly arguments regarding the disparity of educational opportunity, and the impact that
such inequity has on the student as a wage-earning adult, and on society.

Chapter Three describes in detail the methodology utilized (a combination of
qualitative and quantitative research), the formulation of the research questions, and the
collection and analysis of data, drawn from existing databases, from an original survey, and
from interviews. It addressed questions of validity and reliability, researcher bias, and other
ethical issues. Chapter Four reports the findings of the research as derived from the
perceptions of district superintendents and finance officers. Chapter Five included
conclusions, discussions, proposals for new policy interventions, and suggestions for future

research regarding related topics.
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CHAPTER TWO
LITERATURE REVIEW
It is universally accepted that many factors affect the educational success of students
in public education. Of major importance are the quality of the child’s teacher and the
support and encouragement the child receives from parents and family members (National
Education Goals Panel, 1999). Often discounted but also significant is the quality of the
physical facility—Dbuildings and grounds—in which the educational process is pursued.
However, Grubb, Huerta, and Goe (2006b), in a detailed discussion of various resources
which have a bearing on educational achievement, mentioned the physical facility only in
passing. This situation is not unique, for as Plummer (2006) states, “Few studies have
examined state funding for school facilities (while) equity concerns over school districts’
current expenditures...continue to this day” (emphasis added) (p. 535), and Thompson
(1988) notes that the topic of capital outlay financing has “received more avoidance than
attention” (p. 1). The original research reported in Chapter Four was concerned with
determining the mindset, knowledge, and perception of district superintendents and chief
finance officers regarding the connection between the equality of capital facilities and the
equality of educational opportunity. But prior to that, Chapter Two sought to highlight issues
and concepts which should be known to informed policymakers, and which should serve to
shape their opinions and actions.
This review of existing scholarship (Hart, 1999) investigated the relationship between
capital facilities and educational achievement within the following five themes:

1. The quality of school facilities impacts the attainment of educational goals.
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2. Inequalities in school capital facilities have often been condemned.

3. Attempts to equalize capital facilities have generally been unsuccessful.

4. Funding per child varies widely across the state and nation.

5. Inequity of facilities results in inequality of educational opportunity.

Acceptance of these premises forms the foundation upon which this research is based.

A more in-depth examination of the meanings of equity (a financial term) and
equality (under the law) may be appropriate. This dissertation addressed inequities in the
raising of revenue, as well as inequalities in the provision of educational facilities, leading to
inequalities in educational opportunity. For example, the goal of a policy of equity of tax
revenue generation is “to assure that communities selecting a given tax rate receive the same
revenue, regardless of the local property tax base” (Berke & Moskowitz, 1976, p. 322). This
might be realized through any of several policies, including a mandated uniform property tax
rate earmarked for education among all districts, and/or supplemental funding from state
revenue sources. There are, likewise, differing procedures for funds distribution, which lead
to differing degrees of equality of educational opportunity: equal revenues per pupil
(horizontal equity), and unequal revenues per pupil to compensate for differing student
characteristics and curriculum costs (vertical equity). Compounding the conundrum is the
current understanding that “corrections of disparities in property tax base distributions may
fail entirely to...meet educational objectives [of matching resources to needs]” (Berke &
Moskowitz, 1976, p. 324). Both terms—equity and equality—have a place in this discussion
of educational opportunity; both are addressed within the context of the five themes which

are developed in detail below.
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Impact of Physical Facilities

The extent to which school infrastructure influences educational achievement is an
important topic for educators and policymakers (National Center for Education Statistics,
2007). Research has asserted that there is a measurable correlation therein; two prolific
proponents of this position have been Lackney (1999a, 1999b) and Tanner (2000a, 2000b).
Specifically, Tanner (2000c) attempted to identify particular design factors which correlated
with student learning outcomes. Thirty-nine relevant design patterns have been listed,
through research at the University of Georgia’s School Design and Planning Laboratory
(SD&PL). Fourteen elementary schools in Georgia were evaluated—seven in the upper 20%
of 5™ grade scores on the lowa Test of Basic Skills (ITBS) and seven in the lower 20% of
those scores. Seven of the design patterns (including environmental context, outdoor rooms,
and technology for students) were found to correlate significantly with ITBS scores.

At the University of Georgia, Tanner also served as dissertation chairperson for
several detailed investigations. In one of these, Andersen (1999) studied middle schools in
Georgia and found that certain elements of school design showed significant correlation to
eighth grade scores on the ITBS. Specifically, twenty-seven different elements showed
significant positive correlation to the Composite ITBS, and twenty-five elements exhibited
such relationship to all of the component scores. Some of the highest correlations were
found with elements such as “instructional neighborhoods,” climate control, and private
spaces for students. A multiple regression analysis was performed to determine if any of
these elements would predict ITBS scores; seven elements successfully predicted all

component scores and the composite score, while fifteen elements successfully predicted the
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composite score. One possible limitation of this study was that the design elements were
evaluated subjectively on a Likert scale of 0 to 10, and accurate differentiation would be
difficult to maintain throughout the 22 schools visited. Another problematic concern was
that there was no pretest administered (as advocated by Slavin, 2008a) when the students
entered middle school, so the true impact of the school facilities during the 6™, 7, and 8"
grade years was not established, discounting the variability of the ‘feeder’ elementary
schools. Nevertheless, the data exhibited consistently that school capital facilities impact
student achievement.

In another study, Yarbrough (2001) sought to investigate relationships similar to
Andersen’s 1999 work, but on the elementary school level. Twenty-four schools in Georgia
were assessed regarding 86 design elements, grouped in eleven categories or ‘patterns.’
Yarbrough utilized a subjective evaluation instrument, using a Likert scale of 0-10 for each
element, and giving each equal weight (which I find questionable, but the alternative would
be complex and problematic). The resulting evaluations were correlated to 3" grade and 5™
grade reading and mathematics scores on the ITBS. A regression analysis determined the
amount of variance that was explained by the design elements as 14.2% of the variance of the
3" grade achievement and 9.7% of the variance of the 5™ grade achievement (after
accounting for student socioeconomic class, teacher training and experience, student race,
and other factors). The design element accounting for the largest percentage of variance
(3.5%) at the third grade was ‘circulation pattern or movement.” At the fifth grade, the
design element accounting for the largest percentage of variance (3.1%) was ‘large group

meeting areas.” Even with a relatively small sample (n=24) and considering the possibility of
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rater non-uniformity in evaluating the quality of the various design elements, the influence of
capital facilities on student learning can be seen.

Building on Yarbrough’s data, Tanner (2008) focused on four sets of design patterns:
movement and circulation to include “freedom of movement, personal space, and social
distance” (p. 449); large group meeting places where “students can identify and establish a
sense of ownership of the environments in which they study and play” (p. 451); day lighting
and views “overlooking life” (p. 454); and instructional neighborhoods for both large and
small groups to accommodate wet and dry activities to “maximize flexibility and permit
teachers and students to manage their own space” (p. 456). These four groups of
independent variables were evaluated on an instrument using a Likert scale from 0 to 10,
with third grade composite ITBS scores as the dependent variable, as in Yarbrough’s 2001
work. Again, these design patterns explained between 2% and 7% of the variance in
achievement. Although Tanner stressed that “causality cannot be established in this
descriptive study” (p. 465), he noted that, after controlling for school socioeconomic status,
“each of the four elements resulted in a small but statistically significant increase in R?,
indicating that the design elements do explain some unique variance in school achievement”
(p. 466). Funding levels of the schools were not measured, nor was teacher ability (although
teacher training and experience were addressed). These findings, though guarded, imply that
the school’s physical environment may affect student achievement.

Earlier study had addressed psychological aspects of the school environment. In
Cotton’s (1996) research, succinctly titled “School Size, School Climate, and Student

Performance,” her analysis of the interrelationship of these three factors resulted in the
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concept that the physical atmosphere (and, by logical progression not just its size, but other
aspects of its quality) might well have a significant impact upon the success of the school’s
mission, through the mediating influence of the shared culture which the school engenders.
In particular, she noted that “students in small schools take more responsibility for their own
learning; their learning activities are more often individualized, experiential, and relevant to
the world outside school; classes are generally smaller; and scheduling is much more
flexible” (p. 12). It would appear logical to conclude that in schools suffering from
overcrowding and dilapidated conditions, the opposite outcomes would occur. Other
contemporary writings (Lee & Smith, 1995; Lee & Smith, 1997; Tanner, 2000a) posited that
schools in an age of consolidation had become too large, and that school size affects the
interrelationships among students and faculty—the organizational climate of the group—
which in turn affects student performance. Ready and Lee (2008) asserted a “general
agreement that most public high schools should be smaller than they are” (p. 1931), and
studied five schools-within-schools (SWS), which are subdivisions of larger high schools—
generally organized around themes, careers, or pedagogical approaches. Despite some
shortcomings noted in their research, they were “very impressed by the promise of the
smaller subunit contexts and the schools’ agreement about the importance of social benefits
to students” (1955-6). It is, however, necessary that the physical facility be configured to
support the SWS concept, for optimum results.

Even earlier, McGuffey (1982) summarized both qualitative and quantitative research
which addressed the impact of selected characteristics of the physical environment on

educational success. Those variables included the following:
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e Age of the School Building: A statistically significant relationship between building
age and test scores on the lowa Test of Basic Skills was noted in studies by several
researchers, with variance ranging from .5 percent to 6.4 percent, for various grade
levels.

e Thermal Factors: Studies (from 1913 forward) intending to establish an optimal
building temperature were described. In one experiment (reported in 1962), a group
of students was assigned to an ‘ideal’ thermal environment, and a control group was
assigned to a ‘regular’ classroom environment. Using analysis of variance, the
researcher determined that significantly higher gains were made by pupils in the
experimental group on reasoning and clerical tasks.

e Visual Factors: The appropriate lighting intensity for various tasks has long been a
matter of disagreement. However, various experimental and control group studies
(i.e., in 1940, 1948, 1958, 1959, 1963, 1968, and 1970) established a relationship
between student performance and lighting levels, glare, and background reflectance.

e Painting and General Maintenance: One study (in 1976) revealed that students in a
dilapidated and poorly maintained school had a higher incidence of disruptive
behavior and exhibited a significantly worse attitude than pupils in a modernized
building.

In support of McGuffey (1982), O’Fallon and Young (1982) opined that the evolution
of the educational facility “must of necessity recognize the relationship of facilities to pupils’

achievement, performance, and self-concept” (pp. 281-282). The point to be made in
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reporting studies that are decades old is that the impact of school facilities is not a newly

discovered phenomenon, but is knowledge which has been generally ignored.

Earthman (2002) reported on a number of studies which have shown that students

attending schools in ‘better’ condition outperform students in substandard conditions by

several percentage points. Among the findings which he lists are the following:

Lanham’s 1999 report that the most influential variable that influenced student
achievement, after the socioeconomic status of the student, was air conditioning.

The Department of Health Services in California (1981) performed a rigorous
statistical analysis of students in grades three and six, in schools near highways and
expressways and comparison schools in quiet neighborhoods; considerably higher
scores in reading were measured in the quiet schools, and measurable (but not as
large) impacts on mathematics scores were also found.

Several studies correlated age of the school building against test scores, and found for
example that building age accounted for 3.3 to 6.4 percent of the variance on the lowa
Test of Basic Skills, reported by Plumley, 1978. On average, the difference in student
achievement between above standard buildings and sub-standard buildings has been 5
to 17 percentile points.

Overcrowding has been the subject of fewer studies, but one study by Rivera-Batiz
and Marti in 1995 of sixth graders in overcrowded facilities found passing rates on a
standardized reading test 4 to 9 percent below students in non-crowded schools, and
on standardized mathematics tests, 2 to 6 percent below non-crowded schools, after

adjusting for socioeconomic conditions.
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Accordingly, students who attend ‘substandard’ buildings are “definitely handicapped in
their academic achievement” (p. 1) even when the socioeconomic status of the students is
controlled. The impact on disadvantaged students is greater than the impact on others.

Lemasters and Earthman (2003) researched the effect of air-conditioning on student
scores, and found a statistically significant impact on ninth grade performance in
mathematical problem solving skills, although only non-significant but recognizable
relationships were found in other subject areas. Differences in student scores between the 4™
grade and the 9" grade led the researchers to conclude that the longer students attend an air-
conditioned facility, the higher will be their achievement scores.

Crampton, Thompson, and Vesely (2004) report on several studies between 1993 and
2001 in rural Virginia schools, urban Virginia schools, Washington, DC schools, and
Milwaukee schools, all of which found that the condition of the educational facilities had a
significant effect on student academic achievement. In Virginia for example, students in
rural school facilities rated above standard were found to score approximately 5% higher on
standardized tests than students in facilities rated below standard. In Milwaukee, with
schools rated on a five-point scale, statistically significant results showed that building
condition accounted for 16% of the variation in mathematics scores and 14% in science
scores on a statewide battery of tests.

A general characteristic of much of the research is that it has focused on a limited
type or number of independent variables. Crampton (n.d.) addressed this weakness through
the development of a holistic model linking human capital (teacher compensation), social

capital (instructional support) and physical capital (infrastructure) as constructs that work
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together to improve student achievement. In addition, national databases (census, Common
Core of Data, and other data sources on student achievement) were utilized, as opposed to
local or regional databases commonly used in other studies. Data for years 2002-03 and
2004-05 were selected for canonical analysis, a multivariate statistical approach. For both
years, with control for the negative effects of poverty, investments in all three forms of
capital explained a large percentage of the variation in student achievement. Investments in
human capital and social capital “demonstrated larger effects than investments in school
infrastructure...but all were statistically significant, and hence all are necessary to enhance
student achievement” (p.12). Similar findings were reported in Crampton (2009). Itis
therefore an error to curtail expenditures on capital facilities in times of budget distress, to
fund only human and social capital, since all three forms of capital impact educational goals.
Reporting on multi-year comprehensive school construction in a poor urban district,
Neilson and Zimmerman (2011) found that elementary and middle school student reading
scores increased by 0.027 standard deviations for each $10,000 of per-student construction
expenditure, by the sixth year following construction. This is roughly the magnitude of gain
experienced by students who enroll in high performing charter schools. Among the factors
suggested by the authors to explain this improvement were “the direct effects of new
facilities on pedagogy, effects on student and teacher motivation during school hours, and
effects on students’ and parents’ motivation to invest in academic production at home” (p. 2).
Uline and Tschannen-Moran (2008) listed a plethora of earlier studies which had
reported links between building condition and student performance—mostly focused on

conditions that related to human comfort, such as indoor air quality, lighting, and acoustical
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control. They then posit that the mediating influence between building quality and student
achievement is the climate of the school...specifically, four factors: “academic press,
community engagement, teacher professionalism, and the collegial leadership of the
principal” (p. 3). Their inquiry consisted of surveys of faculty members from 82 middle
schools in Virginia. Their preliminary findings indicated that quality facilities were
positively related to all four of the climate descriptors (but surprisingly uncorrelated to
student socioeconomic status). Student achievement in both English and mathematics
increased as an ultimate result of quality buildings.

In a more recent follow-up study, Uline, Tschannen-Moran, and Wolsey (2009)
discussed extensive background research regarding the phenomenon of place identity and
the importance of the physical environment in forming the child’s “sense of self” (p. 404).
Using a case study design of two purposefully selected middle schools, they explored “the
manner specific indicators of building quality were associated with a positive school climate,
fostering occupants’ relationship to the school as place, thus bolstering their capacity to teach
and learn” (p. 405) within a primarily socioeconomically disadvantaged student population.
It was determined that students, faculty, administration, and staff placed high value on
several aspects of the school building—such as ease of movement (circulation), daylighting,
flexible and responsive classrooms, and ‘elbow room’—which impact student behavior and
learning.

Zulli, Lighthall, and Carruthers (2007) examined the impact of large-scale (ranging
from $4.5M to $11.5M) renovations of 18 school buildings in Wake County, North Carolina,

on such factors as student achievement, attendance, and user satisfaction, and found evidence
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that renovations contribute to improvement in all areas. In grades three through eight, they
noted that the percentage of students scoring at or above grade level in reading and in
mathematics increased by up to 7.09 percent. In high school, grades on End of Course exams
increased in nine out of ten subjects, by up to 12.21 percent. SAT scores increased in four
out of seven high schools. Their qualitative analyses, taken from interviews with school
administrators, found positive perceptions in all eight topics addressed, including parent
satisfaction, teacher satisfaction, student satisfaction, and school climate and culture.

In a study specifically focused on the Chicago and Washington, D.C. public schools,
Schneider (2002b) reported that teachers linked the conditions of facilities to student test
scores, and felt that conditions were inadequate to meet current standards of academic
achievement. The quality of school facilities has also been found to affect teacher and staff
retention (Schneider, 2002a; 2003). Buckley, Schneider, and Shang (2004) suggest that “the
benefits of facility improvement for (teacher) retention can be equal to or even greater than
those from pay increases” (p. 7). Improvement of capital facilities have the added benefits of
being a one-time expense (as opposed to a recurring cost) and the possibility of funding by
state or federal sources. The same authors later (2005) reported that repairs and renovations
of schools were directed related to teacher retention, at least in Washington, D.C. In a study
by Johnson (2006), building condition was found to impact not only teacher retention, but
effectiveness as well. Earthman (2002) reported on several ethnographic studies in which
teachers reported that poor conditions of school buildings have a negative influence on

teacher morale and student achievement.
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School facilities also impact student attrition, having a bearing on the drop-out rate,
as reported by Pittman and Haughwout (1987). Branham (2004) hypothesized that school
disrepair will “create an atmosphere of instability that tends to strangle social order and the
educational process” (p. 1113), and thereby negatively influences school attendance and
drop-out rate. In a study of 226 schools in the Houston Independent School District, he found
that a school of 1000 students in which temporary buildings comprise five percent of total
building space can expect to lose about one student per day in attendance, compared with a
same-size school without temporary buildings, and that a 1,000-student school in need of
structural repair can expect an attendance loss of four to five students a day. Surprisingly,
another variable, building area per student, showed no influence on student attendance at any
grade level. In 54 secondary schools, the study revealed that a 1000-student school can
expect ten to thirteen more dropouts per year if the school has structural problems, or nine to
ten more dropouts per year if temporary buildings comprise five percent of total building
space. Confirming that larger schools have negative impact, the study indicated that a 2,000-
student school would expect to lose 39 more students per year than would two 1,000-student
schools.

In addition to benefits to the student, it is beneficial to the general public to reduce the
high school dropout rate, as Levin (2009) reported, “the monetary value of the public
benefits of reducing the number of high school dropouts exceeds considerably the required
public costs of successfully validated educational interventions” (p. 16). Public benefits
include increased tax revenue, and reduced costs of criminal justice and of public assistance

and of public health.
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Numerous studies have shown that physical facilities impact student achievement,
student attendance and graduation rates, and faculty attrition. It would therefore be logical to
assume that the benefits of high-quality facilities would be sought for all children universally,
and the lack thereof would be rectified. Specifically for North Carolina, this situation is
addressed in Research Question 1.

Inequality to be condemned

Any inequality existent in this age of free public education is not one of limited or
restricted access. Through the twelfth grade, as Jencks, et al. (1972) remarked, “almost all
inequalities are qualitative” (p. 18). Awareness of inequalities has long been spotlighted
through judicial action and in the literature.

When the Virginia House of Burgesses first provided for a system of public
education, they placed the responsibility for funding at the local, not the state, level. Thomas
Jefferson, in his Writings, cautioned that this would not work; rich localities would have
better schools, and poor localities would have lesser schools (Hickrod, 2006). Scholarly
criticism regarding inequality and inadequacy of school funding can be traced back well
over a century, to Ellwood Cubberly’s (1905) School Funds and Their Apportionment
(Grubb, Huerta, & Goe, 2006a). Such conflicts still continue.

In the landmark Supreme Court case of Brown v. Board of Education of Topeka, 347
U.S. 483 (1954), with Mr. Chief Justice Warren delivering the opinion of the Court, it was
ordered that racial segregation of state-supported public schools amounted to denial of equal
protection of law, as guaranteed by the Fourteenth Amendment. Previously, racial

segregation had been practiced under the umbrella of Plessy v. Ferguson (1896), which
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involved not education but transportation. Proponents of segregation had argued that
‘separate but equal’ educational facilities were being provided for White and Negro children.
Even so, there were intangible considerations which affect the motivation of a child to
learn—specifically, the sense of inferiority fostered by legally sanctioned segregation—
which rendered separate schools unacceptable. The Court held that when a state undertakes
to provide children with an education, such an opportunity is a “right which must be made
available to all on equal terms” (p. 347 U. S. 493). There is “little doubt” (Dayton & Dupre,
2004, p. 2358) that the modern upheaval for equity of school funding was ignited by the
Brown decision. In the view of this Court, equality was to be sought, and inequity was to be
shunned.

For two decades following Brown, educational law and policy revolved around the
concept of equity, and instances of unequal funding, unequal access, unequal protection, or
unequal treatment resulted in attempted redress through litigation or (to a lesser extent)
legislation (Reich, 2008). Espinoza (2007) referred to certain theorists of the time who saw
“inequality as a social ill that requires treatment” (p. 346). Thereafter, however, the rhetoric
of ‘equal’ opportunity shifted to the rhetoric of providing an ‘adequate’ education for all
children (Verstegen, 2007). Gutmann (1987) referred to a “threshold” which imposed a
“moral requirement that democratic institutions allocate sufficient resources...to provide all
children with an ability adequate to participate in the democratic process” (p. 136).
Currently, the dichotomy of equality verses adequacy has again been addressed in scholarly
literature. Whether the state is required to fund an equal education for all, or an adequate

education (see West & Peterson, 2007) for all is “a question not merely of constitutional
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interpretation but of social justice” (Reich, 2008, p. 400). The question is addressed in more
detail under topic 5 of this chapter.

In Leandro v. State of North Carolina, 488 S.E. 2d (1997), as noted above, the final
opinion of the court was that a floor of basic adequacy was owed to every student. However,
the minority opinion of the state supreme court had been that ‘adequate facilities’ were owed
throughout the state in substantially equal measure; Justice Orr in his dissenting opinion
argued that, under both constitutional and case law, “students residing in a poorer district are
still entitled to substantially equal educational opportunities as students in wealthier districts”
(p. 17-18), and that “the burden and responsibility [for a uniform system of free public
schools] is placed upon the state and the General Assembly” (p. 16). That position will be
further developed through this research, but in educational rather than judicial terms.

Tenets of vertical equity hold that it is proper to treat some individuals unequally,
depending upon their individual situation. Additionally, justifications may exist for
differences in the extent of funding of education from one district to another—for example,
the proclivity of the majority of the voting populace to support education over other usages
of funds. Various reasons for inequity of funding can be categorized as legitimate or
illegitimate as shown in Table 2.1; however, this obviously may reflect value judgments
subject to some dispute. For example, one authority might claim that educating a sixth grade
student will cost more than educating a ninth grade student; another authority may claim the
opposite, and a third authority might find no difference in the costs.

Despite Leandro and other judicial mandates, both horizontal equity and vertical

equity of educational funding have been lacking statewide (Rolle, Houck, & McColl, 2008).
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Table 2.1

Justifications for Inequality of Educational Funding

Pupil Based District Based Program Based .
Legitimate  Learning disabilities Economies of Scale EC programs
English as second language Costs of transportation
Inadequate prior preparation Costs of safety
Mental or physical handicap

Questioned* Age or grade level Other municipal needs  “Tracking” (Voc Ed)
Urban / rural

Illegitimate ~ Gender Fiscal Capacity
Race or ethnicity Property Wealth
Religion Household income

*Although the demarcation between Legitimate Justification and Illegitimate Justification is
fairly universally accepted, various authorities treat these “Questioned” reasons for
inequality differently.

Adapted from Berne & Stiefel, 1984

Examining the eleven-year period from 1996 to 2006, these authors found “strong evidence
that contradicts Leandro rulings and political rhetoric that claim education finance equity in
North Carolina has improved significantly” (p. 95). Using longitudinal data sets and multiple
techniques of statistical analysis, this research showed that the original Leandro plaintiffs
spent on average $607 per year per pupil less than non-plaintiff districts, in state and local
expenditures, and $328 per year per pupil less in all expenditures. The inequity ‘gap’
continues to grow.

Previously, Almeida (2004) had noted that Leandro had evolved from a case about
inter-district funding disparities to a focus on individual child-based vertical equity—the

concept that students with greater needs should be given more resources. Superfine and

30



Goddard (2009) discussed interventions aimed toward at-risk preschool children. Other
fiscal remedies would be targeted toward immigrant, minority, and poor children statewide,
but another ‘class’ of student—the exceptional child—requires significantly more expensive
and extensive capital facilities to meet his/her needs (Phelps, 2010). There were 187,291
children (age 3-21) receiving exceptional education services in public schools including
charter schools, as of December 2011 (Muhammad Mannan, personal communication,
February 22, 2012). As Tom Winton (personal communication, February 22, 2012)
commented, “(Y)ou can find converted closets, offices and mobile units being used to serve
students with disabilities. You can also find nicely designed classroom spaces and even new
schools.” Among North Carolina students age 6-21, 11.5 % receive services as exceptional
children. Although current practice is to “mainstream” the exceptional children to the extent
possible, some students have such severe and/or multiple disabilities that all or part of their
day is spent in special-purpose facilities. At the opposite extreme, gifted education was
found to have been funded regressively—that is, more funding to districts with lower
percentage of children in poverty (Baker & Friedman-Nimz, 2004).

Nationwide, the variation in educational expenditures in general and expenditures for
school building facilities in particular is dramatic, as is the need for such funding (Filardo,
Vincent, Sung, & Stein, 2006). In a state-by-state tabulation of unmet funding requests for
school infrastructure, Crampton and Thompson (2002; 2008) found applications over a five
year time horizon to range from $271 per pupil (Florida) to $3,385 per pupil (Utah). Arsen
and Davis (2006) offered a methodology to measure the existing capital stock of schools,

define adequacy in school infrastructure, and measure the cost of bringing existing facilities
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up to the adequacy standard. They focused their research on Michigan, because there is no
state aid for funding of capital facilities. Taxable value of real property was found to vary
from $72,770 per pupil in the lowest quintile to $331,920 per pupil in the highest quintile.
The debt rate of the poorest quintile was nearly three times higher than in the richest
quintile—a situation found commonly in other research, as well. Capital needs ranged from
$2,738 million in the lowest-wealth quintile to $807 million in the highest-wealth quintile. In
order to satisfy Arsen and Davis’s definition of adequacy, the poorest quintile need raise their
debt millage from 8.1032 to 18.0879, while the richest quintile needed only an increase from
3.0538 t0 3.7852. In essence, the poorest communities have the greatest unmet needs, even
though they tax themselves at a substantially higher rate, compared to the richest
communities.

In addressing school conditions in the wake of various federal programs, Good and
McCaslin (2008) report actual deterioration nationwide in some contexts, in that

Recent evidence suggests that despite NCLB (the No Child Left Behind Act of 2001),

the disparity of resources has increased between schools serving students from high-

income homes as compared with low-income homes. It appears that many schools

currently viewed as underperforming are receiving relatively fewer resources than

they were a decade ago. (p. 2476)
McCaslin and Good (2008) reflect on some studies which suggest “the futility of increasing
resources for school that serve students of poverty” (p. 2321), but assert that “schools can
make a difference in enhancing student achievement while taking into account the constraints

of home and community resources” (p. 2327). Schools may not be able to “climinate the
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effects of socioeconomic status” (p. 2328), but schools do have to make a significant
difference in those students’ lives in order to enjoy any educational success at all.

The concentration of specific socioeconomic classes in various schools within a
district has been found problematic—see, for example, Glazer (2005). Grant (2009)
addressed this situation in a comparison of two cities—his hometown of Syracuse, New
York, and Raleigh, North Carolina. He found Syracuse to be in decline primarily because of
class and racial segregation in its metropolitan schools, leaving the city mired in poverty. In
contrast, Wake County through voluntary and systematic bussing to maintain a reasonable
range of socioeconomic diversity at every school has emerged as Grant’s standard for “no
bad schools” (p. 133). [A recent change in membership of the Wake County Board of
Education has moved policy in a different direction, however.] Schools serving a
predominately low socioeconomic student body, in general, were found to expend less
money on capital facilities (than more advantaged neighbors) and therefore found it difficult
to attract particularly high quality teachers (Rolle, Houck, & McColl, 2008). Also, morale of
both faculty and students suffered because of inadequate facilities.

Perhaps the best known expose’ of polar opposites in America’s education system is
Kozol’s (1991) treatment of students’ experiences in wealthy and in poor (and sometimes
adjacent) school districts. The variation in expenditures found from district to district—as in
several districts in New York City, for example—results in educational opportunities ranging
from ideal to shameful. Yet, as Branham (2004) contends, despite the horrific conditions
described by Kozol, “quantitative study on the effect of infrastructure on student

performance has been largely ignored” (p. 1115). Additional investigation might ask why
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this situation persists or what compensatory measures are adopted—hence, Research
Question 4 is formulated.
Unsuccessful attempts to equalize capital facilities

Generally, attempts to modify educational funding have been sought through
litigation rather than legislation, and have advanced through several rather distinct phases.
First, plaintiffs sought (unsuccessfully) to force equity of funding by pleading the fourteenth
amendment rights to equal protection. For example, the United States District Court in
Illinois, in MclInnis v. Shapiro, 293 F. Supp. 327 (affirmed March 24, 1969), ruled that (1)
the federal constitution does not mandate that educational expenditures be made only on the
basis of students’ educational needs, and (2) the lack of judicially manageable standards
makes this controversy nonjusticiable (p. 329). The U.S. Supreme Court affirmed this
decision without opinion (Verstegen & Driscoll, 2008).

In 1971, the California Supreme Court in Serrano v. Priest, 487 P.2d 1241, heard a
more finely tuned argument of ‘fiscal neutrality,” which held that “the level of resources
available to students in each school district should not be a function of wealth, other than the
wealth of the state as a whole” (Rebell, 2002, p. 225). The Court ruled in the plaintiffs’
favor (it was “the first successful challenge to a state system of public school finance”
(Dayton & Dupre, 2004, p. 2359)) but failed to deal with the complexities of providing an
adequate level of education for all students—and especially those with special needs. Picus
(2009) characterized Serrano as a substantial improvement on equity of school revenues, in

that expenditure differences across the state could not exceed $100 per student; the state
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controlled the collection and distribution of property tax. Other case law followed, with
differing results (see Dayton, 2001; Smith, 2004, note 14).

According to O’Neill (2009), parents of Mexican-American students in the
Edgewood, Texas school district (with per-pupil spending of $356 and a graduation rate of
less than ten percent) had claimed the Texas funding system was in violation of the federal
Equal Protection Clause, due to comparison with the neighboring Alamo Heights district (an
overwhelmingly white district with spending of $594 per pupil and a seventy-five percent
graduation rate). The ruling by the U.S. Supreme Court in San Antonio Independent School
District v. Rodriguez (1973) that education was not a fundamental interest under the federal
constitution, nor was poverty a suspect classification, removed the issue from the purview of
the federal courts and resulted in extensive litigation in states’ courts (the second “phase” of
litigation) to address inequities in systems of educational finance (Dayton & Dupre, 2004;
Evans, Murray, & Schwab, 1999; McColl, 2001; Rebell, 2002).

Given the impact of Rodriguez on the federal parts of the Serrano decision, it was
remanded to the Los Angeles County Superior Court, which found the state financial system
unconstitutional based on the California Constitution’s equal protection clause; this holding
was affirmed by the Supreme Court of California in 1976 (O’Neill, 2009). The court “clearly
condemned” (Thompson, Camp, Horn, & Stewart, 1988) the dependence of educational
systems on local property tax revenues. Since Serrano v. Priest (Cal. 1976) (known as
Serrano 1), plaintiffs have brought almost every suit in the state courts (Smith, 2004). In
1979, West Virginia’s highest court, in Pauley v. Kelly, not only criticized the Rodriguez

majority opinion but also enumerated a list of elements which would characterize a thorough
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and efficient system of schools, among which was listed “good physical facilities” (Dayton &
Dupre, 2004, p. 2366). The impact of school infrastructure upon educational achievement
had again been recognized by a court.

In states where funding systems were successfully challenged, the courts “tended to
direct the state legislature to eliminate the inequities of the old system, but they provided
little specific guidance on precisely how they should do so” (Rebell, 2002, p. 226). Some
state legislatures adopted district power equalizing plans (DPE) which attempted to guarantee
each school district a specific amount of revenue for a given rate of property tax. This was
sometimes accomplished by redistributing revenue from property-rich districts to property-
poor districts—a ‘Robin Hood’ effect (Reich, 2006)—which soon proved problematic,
attracting stiff opposition from wealthy districts.

Thus, California voters in the wake of Serrano Il adopted a constitutional cap on
increases in local property taxes on June 6, 1978, a ballot initiative known as Proposition 13
(Lowe, 1996). Rebell (2002) found this to result in a “dramatic leveling down of education
expenditures” (p. 227) in that California fell from 5™ in the nation in per pupil spending in
1964-1965 to 42" in the nation in 1994-1995. Some popular commentators (e.g. O’Leary,
2009) trace California’s current budgetary problems to a root in Proposition 13.

In Texas between 1984 and 1993 a series of lawsuits led to findings by the Texas
Supreme Court that various school finance systems were unconstitutional. The legislature
responded in 1993 by designing a system whereby “high-wealth school districts must reduce
their wealth to a specified level, and the excess tax revenues are redistributed to lower-wealth

districts” (Plummer, 2006, p. 534). While accepting the redesigned system, the Court noted
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that it did not address funding of capital facilities, and thus could again be found to be
unconstitutional in the near future. The Texas legislature therefore created (effective 1997) a
program to assist in funding school construction bonds that were voter approved but not yet
issued, and a program (in 1999) to assist in funding existing bonds.

In analyzing debt conditions in Texas from 1996 to 2000, Plummer (2006) sought to
determine if these programs (which provided funds to help cover debt service costs for
school construction) were successful in reducing property taxes and increasing capital
outlays. She was also concerned with the programs’ impact on equitable distribution of
facilities funding. She found that the tax rate to support debt service was reduced but the tax
rate for maintenance and operations was increased in an approximately equal amount, thus
resulting in no property tax relief. The program which funded capital outlays resulted in the
poorest school districts increasing school construction, but the richest districts did also, by
increasing tax rates. The middle districts maintained an essentially unchanged rate of
expenditure. Overall, the distribution of facilities outlays became less equitable over the
study period.

Following the 1983 report entitled A Nation At-Risk, which predicted dire impact on
America’s economy if the education system did not improve, standards-based reform—the
development of high academic standards along with assessments to measure progress toward
meeting those standards—was proposed. In embracing this reform, state legislatures also
“created the judicially manageable standards for courts to use in determining if educational
systems were constitutional on adequacy grounds” (Smith, 2004, p. 113). Thus, the stage

was set for ‘high stakes testing’ and educational adequacy to intersect.
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With the 1989 Kentucky case Rose v. Council for Better Education, 790 S.W. 2d 186,
many argue that the change in focus from equity to adequacy—the third phase of litigation—
began (Smith, 2004). In essence, Smith (2004) defines equity as the comparison of funding
for one group of students with that of another group, while adequacy is the more subjective
notion of “how much funding each student in a state needs to meet specific outcomes or
standards” (p. 111). Defining the standards obviously becomes a separate and critical
problem. Browne-Ferrigno (2009) asked if there is “compelling justification for state control
over public education where opportunity for learning is inequitable and inadequate” (p. 41)?
Over one-third of the school districts in Kentucky had sought judicial relief through Rose, as
if in response.

Specifically, the Kentucky Supreme Court in deciding Rose noted a “great disparity
in the poor and the more affluent school districts with regard to...size, adequacy and
condition of school physical plants, and per year expenditure per student” (Dayton & Dupre,
2004, p. 2371). The court exceeded the relief sought by plaintiffs and invalidated the entire
state system of education funding. The court then listed seven capacities as goals of efficient
education: sufficient oral and written communication skills...knowledge of economic, social
and political systems...understanding of governmental processes...knowledge of mental and
physical wellness...grounding in the arts...preparation for advanced training, and...academic
or vocational skills...(Rebell, 2002). Without providing explicit detail, the Court left further
development and implementation to the legislative and executive branches.

The Kentucky Education Reform Act of 1990 (KERA) brought about major changes

in the state’s education system, in attempting to equalize funding and alter the curriculum
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and governance of schools (Hoyt, n.d.), and achieved “almost iconic status because of its
scope” (McDonnell, 2007, p. 19). For the first few years, increased spending was devoted to
academic purposes; however, from 1992 through 2004, nearly all increased spending was
consumed by inflation and the rapidly increasing cost of benefits (Wright, 2013). KERA,
with its focus on equality of educational spending, not the level of spending, serves to inform
some proposals for North Carolina in Chapter Five.

During the 1990°s the North Carolina General Assembly twice passed legislation
expressing that the State would bear the full operational costs for public education—but
failed to make the necessary fiscal provisions to do so (Rolle, Houck, & McColl, 2008). In
the Supreme Court ruling on Leandro, the majority opinion was that “LEAs are entitled to
funding by the State sufficient to provide all students...with, at a minimum, the opportunity to
obtain a sound basic education” (Hoke County Board of Education v. State, 2004) This could
be interpreted as requiring the State, without regard to the availability of local resources, to
sufficiently fund the opportunity for each student to attain a sound basic education.

Also in the 1990’s, Tennessee responded to a series of equity litigation by
significantly revising its educational finance system. However, longitudinal research by
Rolle and Liu (2007) found high levels of inequity still remaining. Litigation overturned the
state system of school funding in Wyoming in 1995, and in Ohio in 1997, when the
respective state supreme courts “expressed concerns about inequities in school facilities”
(Crampton & Thompson, 2002, p. 18), which were funded primarily at the local district level.
In some states, litigation has led to school finance reform either “directly when a state

chooses not to challenge a lower court’s decision...or indirectly by encouraging the
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legislature to reform the school funding system, rather than face a prolonged court battle”
(VanSlyke, Tan, Orland, & Damegger. 1994, p. 2).

While litigation aimed at educational finance reform has abandoned the principle of
equity in favor of that of adequacy, identifying a quantifiable definition of adequacy is
difficult (Odden & Picus, 2000), and determining the appropriate funding levels that ensure
reaching specific goals has proven even more challenging (Smith, 2004). High-stakes
government-mandated testing has provided quantifiable evaluation of academic outcome for
some course work and at some grade levels (no matter how problematic the tests may be in
other ways), but policymakers are still challenged to define “adequate resource levels that
will support high academic outcomes for all and the appropriate balance between state and
local governments in raising the necessary revenues” (VanSlyke, Tan, Orland, & Danegger,
1994, p. 10). Capital facilities impact test scores in varying degrees, since some subjects
(e.g., biology) are more dependent on appropriate infrastructure than are others (e.g., English
and social studies).

In seven states, courts have declined to hear cases of educational inequities, citing the
political doctrine question (O’Neill, 2009). This theory, growing from the separation of
powers among the legislative, executive, and judicial branches of government, was
sometimes utilized by the judiciary to transfer the burden of resolving funding inequality
onto the legislature. This is a doctrine born of federal law; however, “no principled
explanation has been offered for why it should extend to state courts as well” (O’Neill, 2009,
p. 577). But state judges are subject to direct public pressure (popular elections, limited

terms, and the possibility of recall elections) and therefore may be hesitant to become
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involved in unpopular school funding decisions—especially in times of economic hardship
(Dayton & Dupre, 2004). These and other factors strongly impact the possibility of financial
reform in the states’ courts.

At the other extreme of judicial involvement, when courts have set strict and specific
guidelines for education finance reform, those courts might have been accused of judicial
activism or even acting on issues beyond judicial knowledge and experience. In the
landmark case Campaign for Fiscal Equity v. State of New York (2003), the comprehensive
remedy proposed included a facilities program (Building Requires Immediate Capital for
Children) purported to ensure that all students have minimally adequate physical facilities
through the “elimination or update of archaic policies that have limited the ability of low-
property wealth districts to fund capital projects” (Huerta, 2006, p. 386). The program was
intended to provide funding based on needs, according to the number of students and district
poverty indicators.

However, judicial deference to the legislative and executive branches might prove to
be ineffective in achieving significant and lasting reforms (Dayton and Dupre, 2007). A case
in point is the Arizona Supreme Court case Roosevelt v. Bishop (1994), regarding a redesign
of funding systems for school facilities in that state, as described by Hunter (2005). Even
faced with a judicial mandate for sweeping fiscal reforms in a time of poor economic health,
the legislature transferred funds dedicated to school reform into the general fund. Strong
judicial activism in school funding may “diminish respect for the court, disrupt the
constitutional balance of powers, and fuel political efforts to limit the future authority of the

judicial branch. [Accordingly, when such reform results in] highly unpopular tax increases
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and a redistribution of wealth among school districts...[public sentiment may turn toward]
political support for alternatives to public schools and new limits on judicial authority”
(Dayton & Dupre, 2007, p. 494). Given a victory in court, reform advocates still must face
challenges in obtaining significant and lasting improvements in school facilities funding.

In North Carolina, the 2011 Budget Bill (HB 200 / SL 2011-145) contained a
limitation on the admission of at-risk four-year-olds to the state’s prekindergarten program.
Wake County Superior Court Judge Howard Manning (ref: Leandro) held that portion of the
budget to be unenforceable, in that the prekindergarten program cannot be reduced or
diminished, nor can its enrollment be capped (National Education Access Network, 2011).
The legislature increased the appropriation of Educational Lottery funds for early childhood
education from 50% as set by previous law, to 66.78% for fiscal year 2011-12, and reduced
the appropriation for Capital Facilities from 40% to 23.53% (personal calculation from
Section 5.4.(b) of SL 2011-145). Since Lottery funding is apportioned according to student
population, this action did not affect equality of funding, but it did affect the total amount of
funding available state-wide for school construction.

While “leveling-up” litigation has sought to increase funding to low-wealth districts,
limitations on high-spending districts (“leveling-down”) have also been sought in
conjunction with tax reform. Tax and expenditure limits (TELSs) have been proposed as a
solution to the problems enumerated in reliance on property tax to finance schools. A TEL is
an arrangement designed “to restrict growth in state government by limiting the amount of
money a legislature may spend or tax” (Bowler & Donovan, 2004, p. 189). However,

Kousser, McCubbins, and Moule (2008) described a TEL as a “troublesome category” of

42



political phenomena in which a set of principals attempts to constrain the “future actions of
potentially unknown and hostile agents” (p. 331), and thereby highlighted the difficulty of
the system, as one of fiduciary control over time. These authors find TELS to be largely
ineffective, in that state officials can circumvent them by raising money in other ways.

Blankenau and Skidmore (2004) have argued that TELs are linked to “court-
mandated decreases in spending inequality” (p. 127), and therefore TELs must be evaluated
within the presence or absence of court-ordered reform. Using data from the 48 contiguous
states from 1971 through 1993, their research found that court-ordered reform absent TELS
had no effect on local spending, a positive effect on state aid, and a positive net effect on
total expenditures. However, judicial reform in the presence of TELs had no effect on total
educational spending, reduced local spending, and increased state aid. This is contrary to
previous studies which showed a general correlation between judicial mandate and total
spending, but without considering the occurrence of TELs. [However, Figlio (1997) had
opined that “Equalization court rulings and limitations are apparently uncorrelated” (p. 251),
and “there is no evidence of a general correlation between tax limits and court equalization
rulings” (p. 253).] In summary, wealthy districts are constrained by TELs but poor districts
benefit from additional state aid.

Investigating the impact of TELs on local governments, Mullins (2004) examined
31,804 units of government in 787 metropolitan counties across the contiguous United States
between 1972 and 1997 (a time frame which can be statistically associated with the enacting
of TELs). He reported that, rather than imposing a uniform effect across jurisdictions, TELS

were associated with increased variation across both general purpose and school-focused
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revenue and expenditures, thereby increasing inequities. Governmental units comprising the

urban core and those with relatively more disadvantaged and at-risk populations suffered

increased inequity of funding. TELSs have, according to this research, substantially affected
the most salient and single most significant area of local spending: education. Lower
wealth districts relying on higher tax rates to produce desired levels of services may
be prohibited from doing so, while higher wealth districts experience little such
constraint, (and, in some cases) a rather complicated structure...was established,
predominantly by affluent jurisdictions, to circumvent restriction on the use of local

resources imposed from above. (Mullins, 2004, p. 144)

Such circumvention does, of course, not only negate the original intent of the TELS, but
degrade accountability regarding sources and uses of funds.

In shifting the focus to state-level activity, Bowler and Donovan (2004) report a
similar response to the imposition of TELS, as governments reduced their dependence on
general tax revenue but increased other sources such as service charges and user fees. In
addition, there was found a realignment of responsibility for providing services down to local
governments, and the creation of new special districts and municipalities to provide those
services, as well as an increase in the extent of state indebtedness. Similar findings were
reported by Kousser, McCubbins, and Moule (2008) in that only one of twenty states with
state and local spending limits actually reduced spending significantly, and no significant
reductions of revenue collection were noted.

Downes and Figlio (2008), in citing numerous prior studies, reported that TELs have

in fact restricted the size or growth of state and local budgets, leading to reduction in
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education spending or reallocations of spending from one category to another. Various
outcomes of this and other studies included the following:

e TELs affect low-income communities (reducing expenditures) more than higher-
income communities and thus may exacerbate existing inequalities across school
districts (Downes & Figlio, 1998).

e TELs do not increase efficiency (number of administrative staff per student) but do
result in reduced instructional services (more students per teacher, and lower teacher
starting salary) (Figlio, 1997).

e TELs increase per-pupil spending inequalities by school districts more so than
general purpose governmental spending (Mullins, 2004).

e TELs reduce student performance in reading, science, and social studies, and in some
cases mathematics (Figlio, 1997). A later study reported reduced mathematics tests
scores, but no observable impact on reading scores (Downes & Figlio, 1998).

In short, the weight of evidence suggested that TELs “lead to small reductions in school
spending and significant reductions in student performance” (Downes & Figlio, 2008, p.
380). TELs may also serve as catalysts for alternative revenue generation plans which
circumvent the original intent of the program.

Litigation—and to a lesser extent, legislation—has sought to produce more
uniformity in funding for all aspects of education, including the construction, repair, and
maintenance of infrastructure. Most attempts have not been as successful as the proponents
would have desired. In North Carolina public schools, the perceptions of the roots of this

condition were addressed in Research Question 3.
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Variability of funding per student

Throughout the United States, education has a history of local control. In the mid-
nineteenth century, many state constitutions were amended to include an affirmative right to
education for all children of the state, but from the time of the first colonial schools,
educational funding was derived from property taxes (O’Neill, 2009). Property values and
rate of taxation can be extremely variable from district to district, resulting in extreme
differences in funding of schools.

Extensive research by Rolle, Houck, and McColl (2008) has empirically addressed
shortcomings in both horizontal and vertical equity among school districts in post-Leandro
North Carolina. Differences in per-pupil funding (and access to supplemental educational
services) were found to be driven primarily by local taxation efforts and differences in
property wealth. For 2008-09, extreme differences in per-pupil capital outlay—as much as
4102%—were reported in the Department of Public Instruction Statistical Profile (see Table
2.2). It should be noted that these amounts are averages over a five-year period, so that the
impact of an untypical year will be minimized. Nevertheless, the expenditures reported for
Dare County in FY 2008-09 were unusually high, probably because it is a relatively small
LEA (4,749 students in 2008) with a relatively high tax base (due to vacation homes and
tourism), and thus can afford higher capital expenditures per student, and because it may
have completed a major construction project within the past five years.

In the 2011 Statistical Profile, the spending extremes were as shown in Table 2.3.
The state average expenditure for capital facilities was $836.21 per pupil in 2010-11. On the

high end, Union county spent $2,160.11 per child or 2.58 times the state average, while
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McDowell County spent $98.23 per child, only 11.7 percent of the state average. This

represents a variation of almost 2200 per cent. As in the previous table, these amounts are

averages over a five-year period, so that the impact of an untypical year will be minimized.

For this time-frame, Dare County was ranked 8", with expenditures of $1,558.66 per student.

Table 2.2
Capital Outlay in North Carolina School Districts, 2008-09

Rank LEA Per Pupil Cap Outlay, 5 Yr. Average
1 Dare $4,482.77
2 Union $3,056.39
3 Wake $1,941.87
4 Mooresville City $1,705.94
5 Sampson $1,661.12
57 Yancey $ 467.52
Median $ 466.78
58 Alleghany $ 466.04
111  Warren $ 147.65
112 McDowell $ 147.34
113  Clinton City $ 12453
114  Anson $ 117.61
115  Lenoir $ 109.28

Source: NC DPI Statistic Profile 2009 (Archived at)
http://digital.ncdcr.gov/u?/p249901coll22,92200

On a national level, data are available for 2008 funding for facilities acquisition and

construction (based on 2007 student membership) from the National Center for Education

Statistics (2010); see Table 2.4.
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Table 2.3

Capital Outlay in North Carolina School Districts, 2010-11

Rank LEA Per Pupil Cap Outlay, 5 Yr. Average
1 Union $2,160.11
2 Franklin $1,888.73
3 Sampson $1,707.75
4 Cabarrus $1,661.91
5 Mooresville City $1,637.13
57 Granville $ 469.19
Median $ 464.86
58 Jones $ 460.53
111  Clinton City $ 150.25
112 Montgomery $ 145.97
113  Vance $ 141.91
114  Chowan $ 135.07
115  McDowell $ 98.23

Source: NC DPI Statistical Profile 2011, Table 29, at
http://apps.schools.nc.gov/pls/apex/f?p=1:39:0::NO:::

Data are not comparable between table 2.4 and tables 2.2 and 2.3, because of possible
differences in methodology of reporting, collection and calculation, and because different
years are reported. However, it will be noted within Table 2.4 that the range of expenditures
for states ($3,032.79) is greater than in North Carolina in 2010-11 ($2,061.88), and in 2008-
09 ($2,947.11) if the Dare County ‘outlier’ is disregarded. In 2008, Wyoming spent 2.60

times the national average for facilities acquisition and construction, while West Virginia

spent just under six percent of the national average.
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Table 2.4

Facilities Acquisition & Construction: School Year 2007-08

Rank State Per Pupil Cap Outlay
1* Wyoming $3,102.41
2 Florida $2,180.13
3 Alaska $2,152.08
4 Delaware $1,941.19
5 Washington $1,654.37
National Average (incl. D.C.) $1,192.56
22 North Carolina $1,156.18
46 Kansas $ 386.32
47 Mississippi $ 298.63
48 Massachusetts $ 289.79
49 Rhode Island $ 112.61
50 West Virginia $ 69.62

* The District of Columbia actually had the highest expenditure
with $3,316.92 per student, but was not included in the table
because the school district is a single metropolitan area.

Source: Revenues and Expenditures for Public Elementary and
Secondary Education: School Year 2007-08 (Fiscal Year 2008) at
http://nces.ed.gov/pubs2010/expenditures.

Differences in expenditures are not attributable to wealth alone, but are reflections of
inclination to fund school construction, accumulation of unmet needs, and judicial mandate.
Nevertheless, it is apparent from this data that expenditures for school infrastructure vary
greatly, both within North Carolina and across the nation. For 2008, North Carolina spent

96.9 percent of the national average expenditure for capital facilities.
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In addition to state-to-state and district-to-district comparison of funding equity, there
are allegations of persistent disparities within districts, due to unfair resource allocations
among the several schools (Baker & Welner, 2010). In McClure, Wiener, Roza, and Hill
(2008) for example, the focus was on the “supplement/not supplant” criteria of Title 1
funding—for teacher positions and salaries, and for programs—rather than on funding for
capital facilities. Baker (2009) noted several studies which found within-district allocations
to be “less predictable and poorly understood in comparison to between-district allocation”
(p. 3). While references to intra-district funding disparities for current operations were often
found in the literature, the present situation for capital projects is unknown. Therefore, the
research survey of district superintendents and finance officers in phase 2 of the methodology
addressed perceptions of within-district equity of infrastructure funding throughout North
Carolina, in addition to other topics.

Variability due to source of Funding. Differing sources (methods) of funding lead
to variations of amounts available to districts for school construction. Lacking significant
federal and state funding, the “fiscal burden (for educational infrastructure) remains largely
at the local school district level, creating serious equity issues” (Crampton & Thompson,
2002, p. 15). The most prevalent method of funding major construction projects, according
to Brimley and Garfield (2005) is the voter-approved bond issue; revenues from property tax
are used to cover the debt service costs (Plummer, 2006). This leads to inequality among
districts with different levels of property wealth. A poor school district must bear a higher
tax rate in order to generate the same level of funds as a wealthy district. Alternatively, at

equal tax rates, the poor district will have less funds available for school facilities. No
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district in North Carolina has been successful in passing a bond for school construction since
November 2008 (Local School Bond Issues Since 1995, 2011). Local bond initiatives give
the voters direct responsibility for deciding whether school capital facilities are worthy of
improvement. Branham (2004) finds great concern in that “such responsibility is given to
people who may have little or no attachment to the education or safety of children going to
dilapidated schools” (p. 1124). Often, bond initiatives face opposition from large groups
whose focus is limiting taxes, regardless of the quality of school buildings.

The local tax on real property has long been a primary source of funding for school
construction, but in recent decades has come “under siege as a source of revenue for schools”
because it is “inequitable, inefficient, and complex” (McGuire & Papke, 2008, p. 357). Hoo,
Murray, and Rueben (2006) report that North Carolina is county-dependent for capital
funding, as the districts do not have the authority to generate revenue on their own; however,
since the 1970’s, there has been a shift toward a greater percentage of funding originating at
the state. This is observed in North Carolina currently, as state contributions for capital
facilities increased from 16.0 per cent in 2007-08 to 28.5 per cent in 2010-11 (see Chapter
Four). Some authors (e.g., Evans, Murray, & Schwab, 1999) have suggested that such a shift
is due in part to court-ordered reform of educational finance. An analysis by McGuire and
Papke (2008) found that, prior to 1985, the rate of reliance on local property tax declined
about the same in court-reform states as in non-court-reform states, but after 1985 the decline
in court-reform states was over 160 % of that in states without judicial mandate.

The value of the local property tax base is one aspect in determining tax revenue.

Ladd (1974, 1975) examined not only the magnitude of the tax base, but also the
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composition—differentiated as commercial, residential, and industrial property. Her
investigation focused on Boston, Massachusetts—where the municipality has responsibility
for financing elementary and secondary education—but many of her findings would apply to
North Carolina also. [It is a gross oversimplification, but a useful rhetorical mnemonic, to
say that in North Carolina the state pays the teacher and the county buys the school.] Ladd
(1975) developed a behavioral model in which the willingness of taxpayers (the median
voter) to finance educational expenditures was linked to the types of property comprising the
tax base, which consequently made differing contributions to a community’s fiscal capacity.
When maximizing the production function, she reported that, if the weight for residential
property was taken as 1.0, the appropriate weights for commercial and industrial property are
1.26 and .55 respectively. She cautioned that using the gross property value alone would
“give a distorted picture of the relative ability of communities to provide education services,”
in that it “overstates capacity in low income communities and in communities in which there
is a high incidence of poverty” (p. 158). Policymakers who accept that funding can differ
depending on local preferences among various services would still wish to correct for
differences in service levels reflective of fiscal inability to generate tax revenue.

In addition to the tax on real property, the other major source of local funding for
school construction is the local option (partial-cent) sales tax. Various acts of legislation
allow local jurisdictions to adopt partial-cent additions to the state-mandated sales tax, with
varying restrictions on the permitted usage of the revenue (see Table 2.5). However, some of
this revenue accumulates to the county in which purchases are made, not necessarily the

county of residence of the purchaser. This is especially problematic for residents of poor
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Table 2.5

Local Government Sales and Use Taxes in North Carolina

Funding Authority Use of Funds (Remarks)

First 1 cent Sales GS 105-271 ff Local Designation

and Use Tax (Article 39)

First Half-cent GS 105-480 ff First 5 years: 40% to school cap outlay
Salesand Use Tax  (Article 40)° Next 23 yrs: 30% to school cap outlay
Second Half-cent GS 105-495 ff First 25 years: 60% to school cap outlay

Sales and Use Tax  (Article 42)°

One-quarter cent GS 105-535 ff Same as Article 39
Sales and Use Tax  (Article 46)?
SL 2007-0323
(Note: these taxes must be levied in sequence, i.e., Art. 39 before
Art. 40; Art. 39 and Art. 40 before Art. 42, etc.)

% Proceeds returned to the county in which the goods were sold
b Proceeds allocated among all counties on per-capita basis

Source: Website of the North Carolina General Assembly, accessed July 11, 2012
at http://www.ncga.state.nc.us

rural counties, who must travel to shopping destinations in another school district (Dayton &
Dupre, 2004). In Tennessee Small School Systems v. McWherter (1993), the court
recognized the “continued movement of economic resources from small local communities
toward larger urban areas...” as contributing to educational harm to students in economically
disadvantaged districts. The court directed the Tennessee General Assembly to fashion an

appropriate remedy.
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Wang and Zhao (2011) drew data from one hundred North Carolina school districts
from 2004 to 2006 to investigate whether the adoption of Local Option Sales Taxes (LOST)
aggravated or alleviated inequalities in public school capital revenues across the state. They
reported mixed results, in that “the adoption and use of LOST disproportionately benefits
counties with higher source revenue capacity, those that are wealthier, and those that allocate
more for school capital outlays despite lower level of tax efforts” (p. 518). However, most
counties with fewer proceeds from the local option sales tax appear to receive slightly higher
amounts of total state aid per pupil. Additionally, the LOSTs with restricted proceeds
(Articles 40 and 42) had a significant equalization effect, but the unrestricted LOST proceeds
served to increase the dispersion (inequality) of total school capital revenue. Overall, the
effect was moderately equalizing on the distribution of school capital revenue.

Analyzing nationwide data, McGuire and Papke (2008) reported a trend away from
local sources of revenue. In 1956/57, thirty-six percent of total revenue came from state
sources, and 61.8 percent from local sources. By 2003/04 the ratio had evolved to 51.9
percent from state sources and 41.1 percent from local sources (McGuire & Papke, 2008,
Table 20.2). Data for North Carolina, however, reveals both a higher reliance on state
funding, and a more consistent proportion of financing by the state. See Table 2.6. In the
mid-sixties, local funding provided for seventeen percent of the cost of current expenditures.
This increased to almost twenty-five percent by 2004-05: local government involvement had
grown by 145 percent. It should be noted that the following tabulation does not include

expenditures for capital facilities, which are specifically addressed elsewhere in this chapter.
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Table 2.6

Per-Pupil Expenditures by Source of Funds for
Current Expenses of NC Public Schools

Year State Federal Local Total
1964-65 250.93 16.14 54 .57 321.64
78.0% 5.0% 17.0%
1974-75 712.62 140.14 202.92 1,055.68
67.5% 13.3% 19.2%
1984-85 1,687.55 238.37 648.93 2,574.85
65.5% 9.3% 25.2%
1994-95 3,380.94 382.45 1,129.73 4,893.12
69.1% 7.8% 23.1%
2004-05 4,726.64 789.30 1,811.66 7,327.60
64.5% 10.8% 24.7%

Source: North Carolina Public Schools Statistical Profile, archived at
http://digital.ncdcr.gov/u?/p249901coll22,92200

Although involvement of the federal government has generally resulted in a minor
portion of spending for K-12 public education (as shown for North Carolina in Table 2.6), it
has provided significant impact in certain geographical areas and for certain defined
populations (Berke & Moskowitz, 1976). For example, according to Gittell and Hollander
(1968), “compensatory education was virtually nonexistent prior to federal aid” (p. 124).
Today, categorical programs of federal grants continue the tradition begun in 1917 with the
Smith-Hughes Vocational Education Act (Sixty-Fourth Congress, Sess Il, Ch. 114, 1917),
which was the first law that authorized federal government oversight of a portion of high

school curricula (Kosner, n.d.). The Act “...established vocational education, particularly
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agricultural education, as a federal program” (Gordon, n.d.). Smith-Hughes and its
successors “focused on basic support, providing funds for teachers and teacher training, and
encouraging state support for vocational education through extensive funds-matching
requirements” (Gordon, n.d.). Current expenditures, rather than capital expenditures, were
the beneficiaries of funding assistance.

The Elementary and Secondary Education Act (ESEA) of 1965 has been the “single
largest fiscal source of federal support for educationally vulnerable schoolchildren” (Thomas
& Brady, 2005, p. 51) since its inception. However, equality of the educational capital
facility was not addressed until the Women’s Educational Equity Act, Title IX, was enacted
in 1972 (Public Law No. 92-318, 86 Stat. 235) which prohibited gender-based exclusion
from any educational program or activity receiving federal funds. In common parlance this
has been generally applied to the provision of sports facilities for female students, but in
reality its scope is much wider, and addresses inequality based on gender in many types of
facilities (US Department of Justice, nd). However, any inequalities are addressed within the
school or institution, and not between schools, between districts, or between states.

When the ESEA was reauthorized in January 2002 as the No Child Left Behind Act
(NCLB) of 2001, it expanded the federal role in education into virtually every public school
in America, with the particular aim of improving the educational lot of disadvantaged
students (Education Week, August 4, 2004). According to Thomas and Brady (2005), this
policy “reflected unprecedented and bipartisan commitment to providing a quality education
to all American students, regardless of racial, ethnic, or socioeconomic background” (p. 55)

(emphasis added). Again however, although the federal legislation addressed a number of
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educational factors—accountability, research-based practices, highly qualified teachers, and
choice options for parents, for example—the equity and adequacy of the capital facility was
conspicuously overlooked.

Through its requirement for high-stakes testing, NCLB brought increased attention to
the performance of individual schools, and required more extensive reporting of student data
at the school level (Houck, 2011). This, in turn, resulted in a greater focus on the question of
whether resources were distributed appropriately across schools within a given district
(intradistrict studies). Alternatively, interdistrict analysis had dealt with the impact of a
district’s wealth and ability to pay for educational inputs, vis-a-vis the quality of educational
opportunity provided to its students. Since tax effort and property valuation are (assumed)
constant within a given district, intradistrict financial analysis explores relationships between
funding and race, funding and poverty, or funding and geographic location (Berne & Stiefel,
1994). Houck (2011) reviewed a number of intradistrict studies which examined equity of
resource distribution, and found that a number of variables had been addressed:
student/teacher ratios, experience of principals, education or experience of teachers, rate of
teacher transfer (turnover), teacher salary, and other proxies for educational quality. None of
the noted research appeared to include the school capital facility as a potential variable.

Listing many of the shortcomings of NCLB, Fusarelli (2004) opined that its goals
would be best achieved at the federal level, “given disparities in state spending on education
and the inequity of the school finance system” (p. 85). However, this is not likely, given
current federal judicial findings beginning with San Antonio v. Rodriguez in 1973, with basis

in the Federal constitution (which does not address public education). NCLB allows the
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several states to establish the necessary criteria and assessments which it requires (US
Department of Education, n.d.) and likewise sees the “policies regulating school capital
facilities...(as) responsibilities handled by states and communities, not by the U.S.
Department of Education” (personal communication, Julio Torres, Information Resource
Center, U.S. Department of Education, October 10, 2012). It is unclear why highly qualified
teachers are to be mandated by federal legislation, but pedagogically appropriate buildings
are of no concern.

Variability due to policies of distribution. Most educational funding is distributed
according to the number of students in attendance (horizontal equity). Ladd (2008) examined
the recent policy proposal called weighted student funding (WSF) (see Fordham Institute,
2006), which has three main elements: funding follows the students to the specific school
they attend, the per-student amount of funding varies with the educational needs of the
student (vertical equity), and schools have flexibility in using the money however they
wished. She noted that equity can be defined in terms of inputs or outputs. Equity of inputs
results when all schools have equivalent packages of educational inputs, as derived from the
concept of ‘horizontal equity.” Equity of outcomes results when all schools have sufficient
resources to achieve similar educational outcomes, per the concept of ‘vertical equity.” Some
schools or districts would require more resources than others due to a greater number of
challenging-to-educate students; equality of outcomes may require inequity of inputs. In
contrast, adequacy implies an absolute threshold (most often one of outcomes) and is usually
determined by test scores or percentage of students at some level of proficiency. Or

philosophically, the threshold of adequacy is that level at which a person has the ability to
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participate effectively in the political process (Gutmann, 1987). | have argued below that
because ‘adequacy’ is concerned with outcomes, it cannot address the need for facilities to
the extent addressed by the viewpoint of ‘equity’ of inputs.

Disadvantaged students are more likely to attend schools with unsatisfactory
environmental factors, according to a study by the National Center of Education Statistics
(1999, Table 8). If less than twenty percent of the students were eligible for free or reduced-
price lunch (FRL), approximately 38% of the schools reported at least one environmental
factor (lighting, heating, ventilation, indoor air quality, noise control, or physical security) in
unsatisfactory condition. With twenty to sixty-nine percent FRL, unsatisfactory conditions
were reported in 41-42% of the schools. However, with seventy percent or more FRL, 55%
of the schools reported unsatisfactory environmental conditions.

Districts which seek to equalize educational opportunity, whether by WSF or more
conventional fiscal policy, face the problem of correcting historic inequities in school
facilities. Long periods of underinvestment in inter-city schools, for example, translate into
differences in current school quality, which are not impacted by the level of spending on
teachers and resources (Ladd, 2008). Educational leaders have termed the condition of
American schools in general to be a “national disgrace” (Crampton & Thompson, 2002), and
document unmet funding needs state-by-state in excess of $266 billion in 2001 (p. 17).
Reports by public school principals (National Center for Education Statistics, 2007) suggest
that overcrowding is a significant problem, and that portable buildings are over-utilized in the
face of shortage of permanent facilities, and that environmental factors interfere with

academic achievement to at least some extent.
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Although theoretically possible, it may be extremely difficult for districts to

accurately allocate resources among the various schools, strictly according to student need.

One such immediately apparent difficulty is in determining the weights to be applied to each

classification of students; the following have been identified by Ladd (2008).

There is no ‘industry standard’ system of weights. Various researchers and
consultants have reached differing conclusions, via different methods—from
professional judgment (Delphi process) to sophisticated empirical models. In
some cases, political influence may outweigh theoretical but esoteric conclusions.
A weight that might be appropriate for one level of concentration of student need
in a given school might not be appropriate at a different proportion...due to
economies of scale.

Even if weights are established to create equitable funding, there is no assurance
that the result will be sufficient to meet established educational outcomes
(adequacy).

There exists the potential side effect of stigmatizing individual students as

members of a needy class, which may be morally objectionable.

The relevant question of policy is not whether WSF is perfect, but if it would generate more

desirable fiscal distributions than current systems, without creating problematic side effects.

Baker (2009) evaluated fiscal resource allocation across elementary schools in Texas

and Ohio, comparing districts using WSF with similar districts that do not. He created a

model to predict school funding based on enrollment and percentages of students with

disabilities, or on subsidized lunch, or with limited English language proficiency. Overall, he
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found spending in some cities (not using WSF) to be more predictable and positively
associated with the independent variables than spending in some cities which used WSF; he
remained “unconvinced that the data make a strong case one way or the other for weighted
student funding as a district budgeting method to achieve greater rationality in cross-school
expenditures” (Baker, 2009, p. 21). In a study of two California school districts, Chambers,
Levin, and Shambaugh (2009) found per-pupil spending became more responsive to student
needs after fiscal allocation reform was implemented, but there was no “significant change in
the distribution of teacher experience....Schools serving the highest proportion of students
from low-income families continued to employ teachers with the least experience” (p. 299).
There is a great deal of flexibility in the manner of implementing such programs, and
therefore a significant variation of outcomes.

Variations resulting from judicial mandate. As noted above, litigation in many
states has attempted to redress problems of inadequacy and inequity of school capital
facilities. Corcoran and Evans (2008) examined various measures of equity nationwide in
light of judicial mandate and legislative reaction, and reported a trend in expanding state
financial involvement—but not necessarily an improvement in equality of funding. While
levels of inequality have declined over the study period (1972-2004), nearly sixty to seventy
percent of variation was attributed to between-state differences in per-pupil expenditures.
However, most of the decline in national inequality ratios has been attributable to improving
between-state differences, almost certainly because of income convergence across states.
These authors refer to Hoxby (2001) who has posited that, in cases where local school

districts retain discretion over spending, a reformed state aid program can “reduce incentives
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to spend at the top of the expenditure distribution more than it raises the incentive to spend at
the bottom, again resulting in leveling down” (Corcoran & Evans, 2008, p. 339). Funding
equity increases but per-pupil expenditures decrease.

Nationwide, several researchers (e.g., Berry, 2007; Corcoran, Evans, Godwin,
Murray, & Schwab, 2004; Murray, Evans, & Schwab, 1998; Superfine, 2008) have reported
little evidence of leveling down after court mandated reform. An important distinction may
be determined between rulings made on the basis of adequacy and those made on the basis of
equity. Corcoran and Evans (2008) found that reforms resulting from adequacy litigation
may have had “weaker effects on spending disparities than those related to equal protection”
(p. 342). Adequacy rulings have increased spending at all levels of the distribution (mean,
median, 95" and 5™ percentile) but have had much less of an impact on within-state
inequality. Alternatively, court-ordered reform based on equity considerations has
“increased spending at the low end of the distribution while leaving expenditure in high-
spending districts relatively unchanged” (Corcoran & Evans, 2008, p. 344). Leveling-up
reform decreases inequality.

It is critical, however, to determine exactly which uses of funds have been impacted
by reported increases in educational financing, as existing programs are expanded and new
programs created. Day-to-day operational expenses including salaries are most commonly
the beneficiary of funding increases; capital facilities are generally not considered.

In the wake of Leandro v. State (488 S.E.2d 249, 1997), in which the state supreme
court upheld the plaintiffs’ claims for redress under provisions of ‘adequacy,’ the attention of

education administrators and of the legislature focused on determining the elements
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necessary for a sound basic education—a phrase coined by the Leandro court (North
Carolina Institute of Constitutional Law, 2013). The trial court, beginning in October 2000,
issued a series of opinions in Hoke County v. State (95CVS 1158) requiring the state to
provide preschool education to low-income students at risk of failure in school (More at Four
Helps Level Academic Playing Field..., 2010). However, prior to the release of that ruling,
Governor Michael Easley had campaigned in the 2000 election for a pre-Kindergarten
program for at-risk children. He created a task force to craft legislation for that purpose, and
a pilot program was begun; the governor funded the program via executive order for two
years until legislative funding was in place (personal communication with John Pruette,
Executive Director, DPI Office of Early Learning, July 25, 2012).

Although the State Supreme Court modified some aspects of the Superior Court
rulings, it upheld the trial court’s finding (in Leandro I1, 2004) that the state is responsible to
meet the needs of ‘at risk’ students, beginning before their enrollment in public schools (NC
Justice Center, n.d.). By this time, the legislature had already enacted the statewide
preschool program More-at-Four, to fund a high quality pre-Kindergarten program for
disadvantaged four-year-olds (More at Four..., 2010). The 2006-07 state budget included a
9.6% increase in funding K-12 education, included more money for low-wealth districts and
for a salary increase for teachers and administrators, and funded a state-wide expansion of a
pilot program intended to aid disadvantaged students. Lottery proceeds of $17.9 million
were allocated to expand the More-at-Four pre-kindergarten program (Access Quality
Education: North Carolina Litigation, 2011). However, for FY 2006-07, legislative funding

appropriation for the program was temporarily redirected.
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In 2011, the General Assembly transferred the program to the Division of Child
Development and Early Education in the North Carolina Department of Health and Human
Services, and renamed it the NC Pre-Kindergarten Program (NC Pre-K). Concurrently,
funding for the program was cut by $32 million (DCDEE, n.d.).

Funding for More-at-Four takes the form of Contracts for Purchase of Services, in
which the state reimburses the service provider after the service is delivered. The service
provider could be a public school system, a private day-care provider, a religious or secular
community group, or any entity capable of meeting the standards for quality of care.
Funding is generally on a ‘per child’ basis; it is unknown whether the provider used the
money for salaries, for current expenses, for upgrade of capital facilities, or for whatever
other purpose (personal communication with John Pruette, July 25, 2012).

Since 2002-03, the program has served over 163,000 children (2002-2011) and
proved to be highly successful, resulting in statistically significant higher third grade math
and reading scores among participants as compared to economically-disadvantaged students
who did not attend More-at-Four (DCDEE, n.d.). Funding has been provided for instruction
at public school sites, local Smart Start Partnerships, Head Start Agencies, and other
community action agencies, and provides for teachers’ salaries, administrative and support
costs, and start-up costs for new classrooms to be created (DCDEE, n.d.). However, no
funding is available for capital facilities through programs administered by the Department of
Public Instruction (e.g., the educational lottery) (personal communication with Katie

Cornetto, Staff Attorney, State Board of Education, June 27, 2012). The lottery statute refers
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to funding public schools, and pre-Kindergarten programs are not a part of K-12 public
education in North Carolina.

In addition to per-student allotments to each district, the state provides supplemental
(special purpose) allotments based on various aspects of need, such as low wealth and small
and/or remote schools (see Table 2.7). Funds thus allocated are used for instructional salaries
and other current expenses. When some of the large urban school districts such as
Mecklenburg, Durham and Wake entered the Leandro litigation as plaintiff-intervenors, they
contended that their districts had a large number of at-risk students, and should also receive
supplemental funding (personal communication with Dr. Bill Harrison, Chairman of State
Board of Education, July 19, 2012). Therefore, the Disadvantaged Student Supplemental
Funding (column 5 in Table 2.7) program was created as a pilot program for sixteen districts
in 2004-05 and 2005-06; it was expanded to include all 115 districts the following year.

As shown in Table 2.7, this funding has been generally increasing over time—before,
during, and after the ‘Leandro years,” although “the structure of the school finance system
remained fundamentally unchanged” (Hansen, Ikemoto, Marsh, & Barney, 2007, p. x).
Funding for capital facilities was generally stable until the instigation of the Educational
Lottery, when available funds increased radically in 2006 and for three years afterwards.
Since 2010, however, funds designated for facilities construction have been falling (from
$215.6 million in 2007-08 down to $98.5 million currently), as the legislature redirected
money from construction to other purposes. This funding, and interest earned thereon, is
distributed among the districts according to average daily membership (head count), an

example of horizontal—not vertical—equity.
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Table 2.7

Special Purpose State Funding in Relation to Leandro Litigation

1 2 3 4 5 6 7 8 9 10 1
State aid to LEAs for... NC Education Lottery Funding for Capital Facilities
Fiscal | | Disadvantd Early Child- College
Year Milestone Low Wealth | Small County| Stu'nt Supp | More-at-Four | | Hood Educat [ Scholarships || "ADM" Fund Lottery Total
1991-92|three years prior to Leandro 6,000,000 4,000,000 - - - - 27,424,644 - | 27,424,644
1992-93|two years prior to Leandro 9,000,000 7,000,000 - - - - 32,048,197 - | 32,048,197
1993-94/one year prior to Leandro 18,063,577 11,731,907 - - - - 34,681,538 -| 34,681,538
1994-95 May '94, state sued by Hoke 35,283,809 | 14,389,725 - - - - 41,811,029 - | 41,811,029
1995-96 Dismissed by Appeals Ct 41,483,809 15,117,295 - - - - 50,717,766 - 50,717,766
1996-97 47,528,813 | 15,434,577 - - - - 48,317,424 - | 48,317,424
1997-98|Overturned by Supreme Ct 53,348,077 17,647,549 - - - - 56,174,377 - 56,174,377
1998-99 65,127,971 | 21,097,821 - - - - 62,451,346 - | 62,451,346
1999-00 Trial in Manning Court 77,256,024 | 22,261,473 - - - - 79,038,851 - | 79,038,851
2000-01|Manning: pre-K for at-risk 85,208,798 | 27,910,055 - - - - 48,410,799 - | 48,410,799
2001-02 Manning: state to remedy 91,184,035 30,376,311 - 65M - - 43,881,577 - 43,881,577
2002-03| State appeal to Supreme Ct 92,330,864 | 31,310,535 -1 345M - - 0 - 0
2003-04 98,742,428 | 32,806,465 -1431M - - 57,164,133 - | 57,164,133
2004-05|Supreme Ct Upheld 108,493,993 | 37,489,844 | 22,464,250 | 51.0 M - - 77,897,426 - | 77,897,426
2005-06 131,971,462 | 37,183,238 | 22,488,250 | 66.6 M - - 97,732,200 - | 97,732,200
2006-07|Lottery begins 176,368,803 | 38,113,288 | 48,747,088 - 162,699,486 | 32,539,897 | | 108,675,189 | 130,159,590 | 238,834,779
2007-08 189,608,922 | 41,183,072 | 67,872,946 | 56.0 M 173,681,584 | 34,736,317 86,709,101 | 138,945,267 | 225,654,368
2008-09 192,078,421 | 43,978,302 | 75,163,168 | 86.0 M 202,828,034 | 40,625,606 49,098,196 | 162,262,428 | 211,360,624
2009-10 Manning: assess fin crisis 202,256,711 | 43,133,565 | 74,469,614  81.0M 184,013,633 | 36,802,726 0 | 179,109,129 | 179,109,129
2010-11|Manning: report from state 220,061,927 | 43,054,560 | 75,957,268 | 80.8 M n/a n/a 0 | 108,099,979 | 108,099,979
2011-12 Plaintiffs: budget impact 221,873,977 | 40,781,692 | 76,675,455 | 65.0 M n/a n/a 0 | 98,500,000 | 98,500,000
2012-13 (amounts are projected) 212,851,399 | 42,713,014 | 77,147,103 | 65.0 M n/a n/a 0| 98,500,000 | 98,500,000

Total State Aid to all LEAs (not including charter schools) in current dollars -- not adjusted for inflation.

Notes for columns
1 Fiscal Year = July 1, 1991 to June 30, 1992, etc.

2 Theintentis to create a context in which to evaluate the funding streams.

3 State funds to assist counties with low wealth; when other counties noted that they had certain disadvantaged students, DSSF (col 5) was begun.

4 State funds to assist counties with small enrollment or remote areas.

5 Funding for disadvantaged students began with a pilot program for 16 LEAs in 2004-06. All 115 LEAs participated thereafter.

6 More-at-Four program was begun January 2002 for at-risk four-year olds; transferred to DHHS July 2011 and renamed NC Pre-K. Record is available only in "rounded" form.
7 Includes funding for More-at-Four and to pay for classroom teachers in grades K-3.

8  Ten percent of net lottery revenue.

9 Corporate Income Tax is source of funding; redirected in FY 2002-03 and since mid-FY 2008-09 due to budget constraints

10 Original Statute calls for 40% of net revenue (which is 35% of gross revenue) to be used for school capital facilities, but recent legislative

allotments have been less -- roughly 22%-23% of net revenue. NOTE: amounts are “fiscal year earned” not “fiscal year recorded.”
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It was the intent of the legislature as expressed in the statutes (NC GS 18C-172(c)(1))
that lottery funding of capital facilities not be used to supplant local funding, but rather to
increase the total amount of funding available. However, as Table 2.7 shows, state funding
through the ‘ADM Fund’ was curtailed two and one-half years after the initiation of the
Lottery. In fiscal year 2012-13, some Lottery funding was redirected to offset mandated
reductions in current operating expenses of the districts; whether this constitutes supplanting
funds is open to debate, but “supplantation is next to impossible to prove” (personal
communication with Brian Matteson, Fiscal Research, NC Legislature, June 25, 2012).

Judicial notice was also directed toward the shortcomings of the secondary education
system in the various rulings issued by Judge Manning. In 2005, the state embarked on a
project to “reculture or restructure a group of persistently low performing high schools” (NC
Middle and High School Turnaround, n.d.). Additional schools were added to the program in
2006, creating a group of sixty-six high schools and thirty-seven middle schools to be
improved under this Turnaround initiative. This program provided comprehensive support
from the state DPI, including the following:

e Assistance in creating a Framework for Action document, which outlines a plan to
improve performance,

e Assistance in selecting a reform model by which to restructure the school, for four
approved choices,

e Access to a series of management and curricular resources from DPI,

e On-site assistance by DPI staff to perform a comprehensive needs assessment,
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e On-site mentoring by a trained leadership facilitator, who works directly with the
principal to effect immediate change,
e On-site mentoring by instructional facilitators in certain high-impact subjects, to help
teachers develop classroom materials and improve instruction,
e Extensive professional development for administration, staff, and faculty (McFarland
& Preston, 2010).
Once again, it will be noted that the capital facilities of the school are not addressed by this
program.
Variations in funding due to demographics. In addition to the wealth of a district,
Harris, Evans, and Schwab (2001) have suggested that the demographics of the population—
specifically, the “graying of America”—have an additional impact on educational funding.
Not only will an increasing proportion of citizens over the age of 65 cause a strain on Social
Security and Medicare’s Hospital Insurance Trust Fund, but many of the elderly are eligible
for Medicaid, and the states are responsible for meeting roughly half of that cost. At the
local level, an older population is less likely to advocate school construction and may even
“push for a shift of public resources away from education” (p. 450). However, their study
based on district-level data concluded that “the elderly are much less willing to support state
spending on schools than local spending” (p. 451) because they may feel that local spending
will be capitalized into higher property values. In general, the elderly have a negative effect
on public education spending, but that effect is very small.
In a parallel study, also focused on the district level, Ladd and Murray (2001)

reported that older households were able to avoid some of the financial burden of providing
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educational facilities by relocating themselves to communities with fewer children (see
Tiebout, 1956). If state funding were more extensive, this opportunity for tax avoidance
would be more constrained. In addition, it was noted that districts with a higher proportion
of school age children and a lower proportion of the elderly will face higher education costs
and will actually spend less per child than would more homogenous districts. These authors
suggest that “the simplest way to reduce [the inequities of school finance borne by the
elderly] would be to reduce the local role in educational finance in favor of a larger state...or
federal role” (p. 356). This study also reported a disturbing element of racial impact in that
“the greater is the mismatch between the race of children in a jurisdiction and the race of the
elderly..., the lower is the willingness to support education spending” (p. 356). This situation
would also be mitigated by reducing the local proportion of education costs.

A more recent study by Uhlenberg (2009) examined the impact of population aging
between 2010 and 2030 on the experience of children. He cited projections that indicated the
group older than 65 will increase from 13.0% to 19.3% of the population, while those
younger than 20 will decrease from 27.1% to 26.2% of the population. Possible impacts
include increased costs of supporting a dependent older population resulting in less
expenditures for children’s programs, including education. At the federal level, this gap of
“generational equity” is “now huge, and...is continuing to increase” (p. 492). Alternatively,
the changes in rates of fertility and mortality that result due to a higher proportion of the
aging have “affected opportunities for grandparents to play a significant role in the lives of
children” (p. 493). However, this resource is unequally distributed between the most

advantaged (whose grandparents tend to be healthier, more wealthy, and have fewer
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grandchildren competing for their time) compared to the least advantaged (whose situations
are the opposite).

It is also possible for older people to contribute to the well-being of children who are
not their kin through participation in volunteer programs, but there is no indication that these
programs involve more than a tiny fraction of older adults. As Uhlenberg (2009) observed,
any instance of older adults caring for nonkin youth would be “too small to make a
noticeable difference in the lives of disadvantaged children” (p. 494). Intentional social
and/or fiscal policy changes will be necessary to prevent increasing inequality among
children.

Another factor impacting expenditures for capital facilities is the willingness of the
voters to incur additional tax liability. Silverman (2011) in a study of New York school
districts from 2003 to 2010 found that voters continued to approve (in 91.9% of the cases)
school district budgets despite local property tax increases. This success was most prevalent
in districts serving larger populations; results were mitigated by the size of minority
populations, the overall growth of the school budgets, and the degree of voter turnout.

Gutmann (1987) addressed the situation of depending on local property tax to finance
education, from the viewpoint of upholding democratic standards. Citizens who desire to
curtail government spending can have very little influence on federal and state actions, but
may have immediate influence on county fiscal policy...by voting for or against school
construction bonds, by electing like-minded county commissioners or school board members,
or by other forms of political activism. Furthermore, the discretion of local government in

spending decision-making is limited to a narrow selection of competing social goods, and the
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tax rate is itself constrained to a “relatively small range of rates that will not threaten to erode
the tax base” (p. 141). Therefore she maintains that the problem of local funding for
educational facilities lies not in the preference of citizens, but “in the inadequate means
[available to those citizens] to express those preferences” (p. 142). In order for funding
decisions to be determined democratically, the governing body must have the power to make
concurrent allocation decisions on competing and equivalently valued goods. Local
governments, then, must be given responsibility for funding a wide range of noneducational
goods, or major decisions for educational funding must be elevated to the state or federal
level. While the latter has been the trend in most aspects of educational expenditures over
the last century (regarding teachers’ and administrators’ salaries, textbooks, curriculum, bus
transportation, and services for the disadvantaged and those in special need), the majority of
the responsibility for funding of capital facilities has remained on the local education district.

A universal formula for allocating school funding has not yet been found; significant
differences still exist. Funding per student for capital facilities varies greatly across the
state—by 4000% or more in some years. The degree to which this situation impacts
educational goals will be addressed in Research Question 2.
Inequity of funding as inequality of educational opportunity

The North Carolina Constitution, Article IX, Section 2 (1) affords as follows: “The
General Assembly shall provide...a general and uniform system of free public
schools...wherein equal opportunities shall be provided for all students.” It is therefore

problematic if students in one school district have significantly less opportunity for education
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than that provided in another district. Berne and Stiefel (1999) however have characterized
equity of opportunity as “perhaps among the more ambiguous concepts of equity” (p. 13).
The policy of educational funding has been described as initially one of equity, morphing
more recently into one of adequacy.  Jurisprudence (e.g., Leandro v State (1997)) has
focused on redefining adequacy in the manner of previous case law, in more or less general
terms. Koski and Reich (2006) have stated that “adequate is not good enough in educational
policy” (p. 547), and argue for reconsideration of that viewpoint. The question to be
addressed in this section is, succinctly, should educational opportunity in general and
educational facilities in particular be funded according to the perspective of equity or of
adequacy?

Impacting the question of whether theories of equality or adequacy should prevail is
the concept of education as a positional good (Brighouse & Swift, 2006a). According to
Koski and Reich (2006), the term derives from Fred Hirsch’s Social Limits to Growth (1976),
and denotes that the value of certain goods depends on other people not possessing that good,
or possessing a significantly lesser quantity of the good. There are in Hirsch’s view at least
two classes of positional goods. In the first case, scarcity, value arises from human design or
physical constraint—a double-struck coin or a Gutenberg Bible, for example. Public
education at the K-12 level does not suffer from scarcity; due to compulsory attendance laws,
it is nearly universal. The second case is a competitive good, in that the quantity one
possesses matters in relation to what others possess. Koski and Reich (2006) suggest as
example one’s legal representation in an adversarial system. What matters is not so much the

absolute quality of one’s attorney, but the attorney’s quality relative to an adversary attorney.
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As young people compete for jobs or for admittance into institutions of higher
education, the quality of their previous education effects the position to which they are
assigned in priority of acceptance. There is both an earnings benefit and an admissions
benefit of education. Koski and Reich (2006) posit a third benefit from the standpoint of
social justice, in that education is crucial to social reputation and status. It is “deeply
connected to meritocracy” (p. 598), in that someone is at the top of the social stratification,
and others are not.

No one will argue that education is purely a positional good. There are absolute
benefits to the individual in increasing one’s skills, capabilities, and talents; in pursuit of
personal goals; and in exercise of one’s personal freedom. There are benefits to the entire
society through greater political participation, increased productivity, and better health.
Friedman (1955) argued for the involvement of government in education because of the
incompensatable benefit of the educated individual to society, and because of the
“paternalistic concern for children or other irresponsible individuals™ (p. 124). In essence,
the absolute possession of education matters, but the distribution of education within one’s
age-cohort matters as well. Satz (2008) argues that the equality approach to educational
funding recognizes the positional value of education, but the adequacy approach does not—it
matters only that an individual has “enough” to meet certain base criteria. To the extent that
education is a positional good, those whose education surpasses the level of basic adequacy
enjoy a higher level of opportunity over others, whose education does not surpass the merely

sufficient. Nevertheless, adequacy forms the current benchmark for educational opportunity.
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Jacobs (2010) has opined that the current emphasis on adequate educational
opportunities for all should be replaced with a return to the former emphasis on equal
educational opportunities for all. He based his discussion on an extension of Rawls’ writings
of 1971, 1999, and 2001 regarding justice and fairness. Rawls had proposed two principles
of justice as fairness. First, each person has the same claim to equal basic liberties, as
compatible with the scheme of liberties for all. Second, if there are to be inequalities, they
are to satisfy two conditions: (a) inequalities are attached to offices and positions that are
open to all, through fair equality of opportunity; and (b) inequalities are to be of the greatest
benefit to the least-advantaged members of society—the difference principle (Wenar, 2012).

This is a two-dimensional view of fairness: procedural fairness is concerned with the
basic rules that guide any competition; background fairness is concerned that there is a level
playing field for that competition. The clearest breech of procedural fairness is the exclusion
of certain groups or classes of persons from the competition (i.e., excluding women from
applying to medical school). A breech of background fairness is illustrated in the inequalities
of preparation of children first entering school, because of socio-economic class; the remedy
includes focused and specialized intervention at an earlier age. Jacobs (2010) added a third
dimension, stakes fairness—in that the prize of the competition should be a fair reflection of
the skills exhibited and the risks borne by the competitors. He proposed three aspects of
stakes fairness, as follows:

e There should be a limit to the risks to which competitors are exposed

e There is knowledge by all parties about what is actually at stake
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e There is a concern with limiting the impact of one competition upon a subsequent
competition. That is, financial success should not directly translate into better
educational opportunity.

The inclusion of a theory of stakes fairness resolves many of the objections to equality (as
opposed to adequacy) of educational opportunity, as discussed below.

From the perspective of educational adequacy, the growing income gap that arises
because of tertiary (beyond high school) education is not problematic (Jacobs, 2010). An
adequate education is evidenced by a high school diploma, some undefined preparation for
continued education and/or gainful employment after high school, and some ability to
participate in the ideals of democratic citizenship (see for example the enumeration in
Leandro, and prior to that, Rose). Adequacy is evidenced by high-stakes testing. Twenty-
five states have current or planned policies requiring students to pass an exit examination in
order to receive a high school diploma; three states (Georgia, North Carolina, and Tennessee)
have changed their policy in that students do not have to pass the examination in order to
receive a diploma, but the examination score will count as a portion of the student’s final
grades (Center on Education Policy, 2011). Under an educational adequacy approach,
improvements are sought in order to bring students up to a passing level on the exit exam.

Those who disparage equality of educational opportunity (as opposed to adequacy)
offer three objections according to Jacobs (2010). First, the leveling-down objection (which
is also discussed elsewhere) maintains that equalizing opportunities often results in reducing
the position of the better situated individuals. Second, the insatiable needs objections claims

that for some students, the additional resources needed for equity are insatiable or nearly so,
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again requiring significant redirection from all other individuals. Third, the imprecision
objection states that, except in the case of true horizontal equality of resource distribution,
determining precisely what is needed to equalize opportunity is difficult or perhaps
impossible. The leveling down objection is constrained by the first point (above) of stakes
fairness, in that “individuals (who participate in an equal opportunity educational system)
should not be exposed to the risk that their educational opportunities are diminished
significantly in order to equalize the opportunities for all” (Jacobs, 2010, p. 261). In a similar
manner, the insatiable needs objection is refuted. While the tenet of background fairness
requires that disadvantaged individuals be brought up to a level comparable to others, “stakes
fairness sets constraints on...this requirement...when it becomes a significant burden on the
provision of educational opportunities for others and the gain for the individual is very
marginal” (Jacobs, 2010, p. 262). Under the three dimensional approach described above, a
different type of response is warranted for the imprecision objection. Jacobs (2010)
differentiates between a regulative ideal (equality of opportunity) and a policy which
implements that ideal; the ideal “need not specify the content of the policy” (p. 262) in order
to remain valid. In fact, implementation (policy) may evolve over time and in response to
changing circumstance without negating the truth of the underlying ideal.

Some scholars have argued that concepts of both equity and adequacy have a role in
the philosophy of educational funding. Strike (2008) proposed three issues: the
determination of what counts as an adequate education; the disassociation of the threshold of
adequacy from the state’s obligation to provide an equal education; and the determination of

the limits to equality in educational opportunity. As to the first issue, he promulgated a bi-
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level standard: first, decide the kind of education to which people have a right, and second,
establish the sort of education that, in the public interest, all people should have (emphasis
added). For the first standard, Brighouse (2000) argued for the autonomy of the individual.
To that, Strike (2008) added the right to a life of dignity, the right to function competently as
citizens, and the right to the material conditions necessary to flourish as an individual.

The second standard grows from the concept that people have a legitimate interest in
the education of others. For example, Strike (2008) emphasized a citizen’s concern for the
civic competence of others. Satz (2008) found the concept of adequacy to be rooted in equal
citizenship. It was the opinion of the court in Brown v. Board of Education (1954) that
education is the “very foundation of good citizenship.” Furthermore, education is to be
advanced so that members of society may “value tolerance...accept diverse ways of life...[and
promote] the economic competence of others” (Strike, 2008, p. 483). Many of the criteria for
adequacy as expounded in Leandro v. State (1997) have their basis in values of citizenship
and civic responsibility. However, there is more to adequacy in Strike’s (2008) view than
rights relating to political participation; there are rights relating to one’s status as a person
and as an individual. All of these rights, taken together, form “a floor [for education] set by a
standard of adequacy” (p. 484). The next question becomes, what must the state provide
beyond a level of adequacy, if anything?

The answer depends, in part, on whether a low standard or a high standard of
adequacy is adopted. If an adequate education is one which merely secures some minimal
entry into the job market, there will be only a modest obligation for the state to fund

education. Facilities which support ‘basic’ coursework will be acceptable, and wealthy
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districts will continue to expend local resources in support of more advanced programs if
they choose to do so, perpetuating a condition of significant inequality. On the other hand, a
higher standard of adequacy works in support of the requirements of justice (Brighouse &
Swift, 2008) in a society which is “structured to reward those who do well and penalize those
who do poorly in competitions with which they have no feasible alternative to participation”
(p. 448). Satz (2008) argued that in a democratic society, children from all walks of life
should be represented in elite postsecondary universities, in attractive careers, and in
leadership positions; if “the inequalities that adequacy permits fail to integrate such
privileged positions ...across class and racial lines, then adequacy is not adequate to its
purpose” (p. 438). Strike (2008) further condemned such a situation as to “offend human
dignity [and to fall short of] morally acceptable” (p. 485). Current policies of adequacy may
not meet this higher standard. Strike (2008) addressed the issue of equality of opportunity
(beyond whatever level is determined as ‘adequate’) which some criticize as formulating a
redistributive burden. He finds the concept to be no more problematic than state-supported
education itself, in that “justice requires [educational] services because people have a right to
them independent of their ability to pay” (p. 487). To set a ‘low’ standard of adequacy is
therefore to accept a permanent and inherited underclass, to the detriment of justice.
Brighouse and Swift (2008) address the differing views of equity and adequacy, and
argue in favor of a meritocratic principle of educational equality as superior to that of
adequacy. The principle is: “An individual’s prospects for educational achievement may be a
function of that individual’s talent and effort, but they should not be influenced by his or her

social class background” (p. 447). There are several concepts which impact this position:
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one positively (harming the less advantaged) and two negatively (parental liberty and the
‘evils’ of leveling down).

Harming the less advantaged. There is within our society an inequality of reward—
that is, a difference of monetary earnings—available to various persons (Brighouse, 2000).
This is a fact of life, although several scholars argue whether it is or is not justified on the
basis of individual effort—a discussion which is certainly beyond the scope of this study.
Brighouse (2000) presents the following logical argument in support of equalizing
educational advantages (pp. 117-118):

1. Where society allows unequal rewards, individuals who benefit must deserve it.

2. Unequal rewards are deserved only if competitors are responsible for their own

success.

3. Family background circumstances or family choices are not the responsibility of

the competitor in the economic marketplace.

4. Education significantly affects success in the labor market, and the quality of

educational inputs affects the quality of educational outcomes.

5. To the extent that a child’s educational opportunities are affected by family

circumstances and/or family choices, market outcomes are not his/her responsibility.

6. Given (2) and (5), for inequalities of income to be deserved, educational

inequalities must not be due to family circumstances or choices.

7. Therefore, educational inequalities due to family (socioeconomic) background or

choices (place of residence) are prima-facie unacceptable.
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In other words, educational equality for all children is desirable because of the inequality of
potential rewards available to all adults.

Brighouse (2000) has noted that families differ in both their abilities to understand
and affect changes in their children’s educational opportunities, and also their concern with
bringing about such improvement. When changes to the status quo have been sought,
Hirschman (1970) has identified three basic actions: exit, voice, and loyalty. One may, after
investigation and reflection, decide that loyalty to the existing situation is the best alternative.
Or one may speak out in support of some type of change, the success of which will depend
on the number of protests, the status of the protesters, the costs of the requested
modifications, and many other factors. Or one may ‘vote with their feet’—that is, a family
may move their children into private school, parochial school, or home schooling, or relocate
the family to another district where the schools are more to the parents’ liking. The latter
action may not be available to families of lower socioeconomic status, nor may they be
adequately articulate or cognizant to exercise their voice (Friedman & Friedman, 1982). In
such cases, it is incumbent upon the state to be proactive in equalizing educational
opportunity for all citizens.

Parental liberty and family values. A restriction on the right to equality of
opportunity could theoretically be justified because of some contravening right. One
possible argument is the ‘right’ of parents to freely expend their resources on their own
children, that is, to provide additional local funding to supplement state funding to the benefit
of their school (Englund, Quennerstedt, & Wehlstrom, 2009; Ladd, 2008; Quennerstedt,

2009; Roth, 2009). For example, in response to reports of racial and socioeconomic
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segregation in America’s schools, Glazer (2005) has opined that other goals—*“the value of
the neighborhood school; the value of local control of education; (and) the value of freedom
from state imposition when it affects...the future of one’s children” (p. 13)—bar redress. This
does not necessarily imply a desire to overtly retard the rights of others, Glazer (2005) has
noted, because the impediment to equality of educational opportunity is not indifference of
whites and the nonpoor to the circumstances of nonwhites and the poor; it is, rather, these
other values that stand in the way.

Brighouse and Swift (2008) respond that merely claiming that some measure (strict
equity of educational opportunity) inhibits a freedom (to provide a significantly greater
educational opportunity for one’s own children) is insufficient to impugn that measure. It
must be shown, they argue, that the measure violates some basic liberty to which we are
entitled as a matter of justice. Wealthy parents cannot bribe a trial judge on behalf of a child
who has committed a crime. Just as the criminal justice system should be insulated from the
impact of inequalities of wealth, a similar standard must be applied to inequalities of
educational opportunities.

Further, it is argued that parental rights are not owed to parents as their own privilege,
but are granted to parents in order to “reproduce justice over generations” (Brighouse &
Swift, 2006b, p. 86). Some inequity is inevitable, but as Strike (2008) has queried, “How
much of a relative disadvantage is morally acceptable?” (p. 485). Family values can still be
maintained without debasing the concept of the meritocratic principle of educational equality.

Another way to state the justification for school funding inequities has been the desire

for ‘local control’ of decisions by each district. However, most courts that have overturned a
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state’s system of school finance have been highly critical of this position (Dayton & Dupre,
2004; Mason & Arsen, 2010). The California Supreme Court called this a “cruel illusion
[which] actually deprives the less wealthy districts of the options [to provide higher-quality
education] (Serrano, 1976, quoting Serrano, 1971, p. 1260). The Supreme Court of
Arkansas found that alteration of that state’s system of school finance “does not in any way
dictate that local control must be reduced” (Dupree School District, 1983, p. 93), since that
system—based on the tax base of each district—had no rational relationship to the
educational needs of those districts. The Supreme Court of Texas stated that greater equality
would allow for more local control, by providing “property-poor districts with economic
alternatives that are not now available to them” (Edgewood Independent School District v.
Kirby, 1989, p. 398). Judicial findings have therefore advocated increasing equality of
funding opportunities as a means of increasing local control, although there remains
resistance to this concept on the state and county levels.

The leveling down objection. In addition to the two factors mentioned above,
another issue impacts the acceptance by the public of equality of educational funding, the
leveling down objection. According to Hirose (2009), this circumstance was raised by Derek
Parfit in a 1995 lecture. It refers to the lowering of revenue levels of high-wealth districts to
match more closely the revenue of other districts; leveling up raises the revenue level of low-
revenue districts to approximate that of the more wealthy districts (Guthrie, Springer, Rolle,
& Houck, 2007). As discussed above, the California case of Serrano Il resulted in leveling
down revenue of the more wealthy districts, and triggered a taxpayer revolt (Reich, 2006;

Sonstelie, Brunner, & Ardon, 2000). The extreme example of leveling down is found in
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Vonnegut’s (1961) classic story set in 2081, when “everybody was finally equal” (p. 7), due
to the vigilance of the United States Handicapper General, who decreed that those with
above-average strength or dexterity wear weights at all times, and those with above-average
intelligence wear a noise device in their ear, to disrupt their thoughts at intervals of
approximately twenty seconds. There are, however, less drastic measures in the field of
educational finance.

Under generally accepted notions of equality, one could redress an inequality either
by (1) ‘taking from the rich to give to the poor,” or (2) acting so that everyone had zero (or a
very low) quantity of the goods in question, or (3) holding the ‘rich’ constant and giving to
the ‘poor’ an amount sufficient to make them approximately equal. If the goods in question
are in limited (finite) supply, alternative (3) is problematic. Likewise, alternative (2) violates
accepted principles of morality, of protecting the rights and welfare of individuals.
Therefore, ensuring equality has been generally associated with alternative (1) (leveling-
down).

In Temkin’s (2003) view, equality is a subtopic of the more general and more
complex topic of fairness, and undeserved inequality is unfair but deserved inequality is not.
He rejects the claim that “once people are ‘sufficiently’ well off [i.e., are provided with an
‘adequate’ education], there is no reason to give priority to a worse-0ff person over a better-
off person” (p. 65). The “injustice of discrimination does not disappear just because
someone is ‘sufficiently’ well off” (p. 66). That is, while society should care about absolute

levels, relative levels also matter.
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Since “perfect equality will not be achievable,” Vallentyne (2000, p. 1) summarized
the redressing of inequality in that redistribution to the worst-off should have the highest
priority, and specifically, that a benefit (no matter how small) to a person below the mean
takes priority over a benefit (no matter how large) to a person above the mean and, “among
individuals below the mean, benefits should be distributed on the basis of who will benefit
the most” (p. 17). As an economist, Tungodden (2003) agreed, arguing that it is “an analytic
truth that equality satisfies this property” (p. 11), but added that most people will “take into
account the absolute circumstances of people when evaluating to what extent to assign
priority to the worse off in a distributive conflict” (p. 23). That is, while greater priority may
be given to helping the very worst-off, it may not be absolute priority; perhaps a small gain
for the worst-off will not morally outweigh a much larger gain for others who are badly-off.

Temkin (2003) addressed the objection (which he noted is often offered to him) that
“there is no respect in which a leveled down situation is normatively better than its unleveled
counterpart” (p. 73). Philosophically, the objectors claim that since leveling-down for the
sake of equality could harm the better-off group, the entire concept of equality is flawed.
Temkin’s response is to ask why we should care only for the well-being of individuals when
evaluating outcomes? Why should we not also care about “whether moral agents get what
they deserve (justice), or how individuals fare relative to others (equality), or whether
rational agents have acted freely, autonomously, or morally? (p. 68). Equality matters, but it
is not all that matters.

Segev (2009) likewise held that the leveling-down objection does not necessarily

apply to every plausible formation of equality. The standard conception of equality, he
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argued, is “purely comparative, and...[does] not involve clashes of considerations relating to
individual well-being....[so that] equality does come sometimes as the expense of welfare”
(p. 436). He proposed a higher (second order) concept of equality which “requires an equal
distribution or, if this is impossible, accord(s) each person an equal chance of getting the
distribution that is more favourable to her” (p. 439). This imparts an aspect of fairness and
moral significance into the concept of equality.

Education law and policy are characterized by what Koski and Reich (2006) have
termed a “retreat from equality” in that former ideals of compensation for educational
deprivation have shifted to a “one-size-fits-all programming aimed at ‘excellence’ or, more
accurately, ‘adequacy’ or basic ‘proficiency’” (p. 554). The current argument against equity
of school funding is that the state owes only some level of adequate education to each child,
and districts may provide more than that if they choose. Conversely, if they chose not to
provide more educational opportunity (or lack the fiscal resources to do so), it is not
problematic. This argument fails to the extent that education is a positional good; positional
goods are competitive, in finite supply, and have value as a means of achieving some other
objective or goal. There is both a legal and a moral aspect as to the question of state funding
for education, and further, whether it is the responsibility of the education system to meet
certain needs of certain children (Levine, 1979). De Vito (2007) addressed the “right to
education...in a democratic culture” (p. 173) and noted that “tangible goods [such as capital
facilities] are easier to supply [in equal allocations] than are intangible items like an equal

education” (p. 179). However, the right to an education remains tied to fiscal reality.
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Educational opportunity should not depend on the wealth of the district in which the
student resides. Given the findings of existent research, Crampton, Thompson, and Vesely
(2004) have argued that “failure to fund school infrastructure adequately and equitably
carries a high price in terms of lost opportunities for students to achieve to their highest
potential” (p. 33). If full equity is not in fact attainable, for whatever reason, a compromise
solution may be to focus on adequacy as the primary goal, to permit some disparities above
that, but to limit the magnitude of those disparities.

Despite the overwhelming indication (through both qualitative and quantitative
methodology) that the school infrastructure—the physical environment—affects educational
achievement, many contravening arguments against unrestricted equality have been
presented. There exists a strong (perhaps preconceived) frame of mind for maintaining the
status quo. The extent to which this inertia might be overcome in North Carolina is
addressed in Research Question 5.

Summary

Chapter Two has positioned this study within a framework of existing scholarship,
along five specific premises which are now accepted as foundational to an understanding of
the need for equality of school building facilities. These themes are: The quality of school
facilities impacts the attainment of educational goals; Inequalities in school capital facilities
have often been condemned; Attempts to equalize capital facilities have generally been
unsuccessful; Funding per child varies widely across the state and nation; and Inequity of
facilities results in inequality of educational opportunity. Given the recognition of these

truths, the extension of each within the universe of North Carolina public education was
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addressed by one of the Research Questions, with the goal of determining if district
superintendents and finance officers acknowledged the current system to be problematic, and
if so, how they would propose to modify it. In Chapter Three, the methodology of that

process is discussed.
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CHAPTER THREE
METHODOLOGY
Overview of the Topic

The review of the literature has ascertained that the quality of the physical facility has
an influence on the achievement of educational goals in general, and rigorous study has
established a correlation with academic achievement (Haley, 1998). Given this impact, and
given the variation of the quality of physical facilities from one LEA to another (as examined
herein), there could be inequality in and/or inadequacy of “access to a sound basic education”
that is being borne by some students.

The purpose of this study was fivefold, but each aspect interacted with the others;
they were not discreet. The study has examined the perceptions of district administrators
regarding (1) the adequacy of school facilities in North Carolina and (2) the relationship
between facility and educational attainment. It investigated perceptions of (3) the equality of
funding for educational facilities across the state. It delved into (4) the extent that any such
inequity is accepted or mitigated. And it then addressed the mindsets of certain selected
educational leaders relative to (5) the equalization of physical facilities, and thus equality of
educational opportunity.

Methodological Approach

Research is generally defined as careful, systematic, and diligent investigation. There
are various research methods, matched to various subjects and foci and research questions—
the methods are to be selected based on the object of the research. Given the five purposes of

this study as noted above (and developed formally into research questions in a subsequent
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section), a mixed-methods (but primarily qualitative) style was adopted (Dellinger & Leech,
2007; Johnson & Onwuebuzie, 2004). In the shorthand notation first used by Morse in 1991
and discussed by Creswell and Plano Clark (2011, p. 108), the methodology is shown as
Sequential Design: (quan + qual) > QUAL
This indicates an initial inquiry (the survey) from which is derived both quantitative and
qualitative data; this leads to the ultimate body of the research (the interviews) which is
totally qualitative in nature. The quantitative findings are discussed through the application
of descriptive statistics; the focal qualitative methodology is addressed below.

Many of the aspects of this study are not quantifiable. Whether a given structure is
adequate to resist the various forces of wind, rain, and gravity certainly can be evaluated
numerically; whether it is adequate for the purpose of instruction is more a matter for human
cognition to determine. The sizes of school buildings in two different localities can be easily
compared; whether they are both equally useful for education is another matter. And the
reasons for any perceived inequality or inadequacy, and the legal or financial changes which
individuals would accept in repair thereof, can be discerned only through an analysis of the
mindset of people, not through a 'scientific' statistical analysis of random data.

Qualitative research methodology is suited to the investigation undertaken herein. Its
methods are, according to Glesne and Peshkin (1992), "supported by the interpretivist
paradigm, which portrays a world in which reality is socially constructed, complex, and
everchanging” (p. 6). Bogdan and Biklen (2007) have held that modernism, or beliefs in
rationalism and coming to knowledge through the scientific method—which have held sway

in the West since the Enlightenment—are to be replaced. In its stead, the new
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postmodernists argue that one can know of something only from a certain position or location
in a specific historical time, and hence, "this perspective emphasizes interpretation and
writing as central features of research™ (p. 21). Interpretation of the mindset of education
administrators was a critical part of this inquiry.

The function of this study, as described in Patton (2002), was not 'pure’ or basic
research, which seeks knowledge as an end unto itself. It was, rather, applied research,
which seeks to "understand the nature and sources (of) questions deemed important to society
(which) can be used to formulate problem-solving programs and interventions” (p. 224). It
was therefore a practice-oriented application of qualitative methods, with an intended appeal
beyond the academic.

Qualitative research becomes, as Denzin and Lincoln (2003) have described, a
montage of viewpoints, of experiences, and of opinions, which are fitted together to better
understand a complex situation. Multiple methods are commonly used to obtain an in-depth
understanding of the phenomenon in question. This study employed several such methods
from the viewpoint of the interpretivist/ postmodernist, a synthesizer of ‘real world’ (as
opposed to pure research) applications. Understanding can be gleaned from data regarding
expenditures and achievement which are routinely accumulated and reported to the public.
In addition to analysis of existing data sources, two separate methods of inquiry—a survey
and a series of interviews—have been utilized sequentially.

Research Questions
Research makes many types of important contributions to knowledge; among those

are "description, verification (of existing theories, hypotheses, generalizations, or practices),
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evaluation, or prescription, as well as understanding™ (Glesne & Peshkin, 1992, p. 16). The
involvement sought is reflected in the wording of the research question(s) or the research
objective(s). Researchers formulate questions to guide their investigation, but, unlike a
research hypothesis, research questions make no predictions about what the research findings
will show (Borg, Gall, & Gall, 1993). Qualitative research inquires; it does not hypothesize.
Patton (2002) proposes that research questions are framed by the "typology of
research purpose™ (p. 224) and by the determination of breadth—many subjects examined
superficially—versus depth—fewer subjects examined with "careful attention to detail,
context, and nuance” (p. 227). With an applied research typology in mind, and with
awareness of time constraints and similar issues, the following research questions were
developed.
RQ-1. What are the perceptions of district superintendents and chief finance officers
of the relationship between capital facilities and the attainment of educational goals?
RQ-2. What shortcomings in school facilities do district superintendents and chief
finance officers identify as being detrimental to the attainment of educational goals?
RQ-3. What accounts for the differences in funding for capital facilities within and
between LEAS, as perceived by district superintendents and finance officers?
RQ-4. What political and fiscal strategies do district superintendents and chief
finance officers utilize to compensate for differences in capital facilities?
RQ-5. What modifications to the methodologies for funding capital facilities are
district superintendents and chief finance officers willing to suggest, advocate, or

implement?
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Since qualitative research is by nature a fluid endeavor, both the research questions and the
objectives to which the research aspires have faced modification during the course of the
inquiry. The investigation was flexible, able to react to new insights as they occur.
Research Design

Of the several categories of qualitative research identified in the literature (Patton
2002; Bogdan & Biklen 2007; and referenced as “research genres” (e.g., case study,
grounded theory, ethnography) in Piantanida & Garman 2009, p. 72), this investigation can
be characterized as political action research, in that it is “undertaken in order to precipitate
change on some particular issue” (Bogdan & Biklen, 2007, p. 237). Holliday (2002)
describes this strategy as emphasizing the “political aspects of knowledge production” (p. 18)
which may evolve from the integration of “research with work in order to do the latter
properly” (p. 25), or that is “instrumental in seeking to solve a particular problem” (p. 32). In
the field of education, action research is often associated with a teacher studying classroom
practice in order to effect an improved pedagogy, for example, and is “tied directly to a plan
for change” (Bogdan & Biklen, 2007, p. 238). However, Holliday (2002, p. 46) affirms that
“action research can take place in any context where professional action or change can be
integrated with research, very often with a strong spirit of collaboration.” Unlike quantitative
analysis, the qualitative researcher is not assumed to remain distant from the data, nor neutral
in the desirability of any specific outcome of the research.

Overall, genres of qualitative research are not regarded as powerful for generalization
(as quantitative research might generate), but rather as means for the understanding of

specific experience. Again, the argument exists that there are some questions which
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quantitative methods do not well address. Stake (2009) noted the “widespread advocacy for
evidence-based decision-making” (p. 3) and posited that over-reliance on statistical
significance circumvents a focus on the “quality of experience [of the subject, and serves to]
lower the priority of human judgment” (p. 6). Evidence, says Stake, “should be subordinate
to judgment, (and) crafted to user conviction” (p. 6). Judgment is a result of human
cognition.

Various scholars experienced in mixed-methods research (e.g., Creswell & Plano
Clark, 2011; Ivankova, Creswell, & Stick, 2006; Tashakkori & Teddlie, 1998) have
suggested that a graphical representation of the sequential process would be beneficial both
to the researcher and to his audience. Such a diagram for this study is shown in Appendix D.
The design of this research included three phases, the first of which is coming to an
understanding of existing data as it relates to the topic of equality of educational facilities in
North Carolina. Data was drawn from documents and reports available to the general public
and published on the World Wide Web, the majority of which are promulgated by NC DPI.
The second element was a survey of all one hundred fifteen school districts in North
Carolina, to ascertain the degree of familiarity of administrators with the existent scholarship
regarding the interrelationship of facilities and achievement nationwide, and the current
general situation within schools statewide. The third element consisted of interviews with
district superintendents and chief finance officers purposefully selected on the basis of
expenditures of their districts for facilities and infrastructure. Each element is addressed in

more detail in the following sections, as appropriate.

93



Site Selection and Samples

All sampling for this study was done purposefully, not randomly. The methodology
of sampling differentiates between qualitative and quantitative research like nothing else
(Patton, 2002). While quantitative inquiry seeks to choose samples randomly, so that
analysis will yield statistically significant findings that may be generalized to the population,
the opposite is true of qualitative methodology—it seeks to cull the most useful samples from
the population by conscious selection. Samples are chosen because they have a story to tell
(either as outstanding successes or notable failures) or they are “information-rich” (Patton
2002, p. 230), or they fulfill a specific purpose. Patton (2002) identifies sixteen strategies of
sampling (e.g. pp. 230-244). For the interview phase, a strategy of selection for maximum
variation was employed. The survey phase of the research did not entail sampling, as all
district superintendents and chief finance officers in the state were invited to participate. Site
selection and sampling are not relevant to the analysis of existing data, the first phase of the
investigation.

The second phase of inquiry was a survey of all of the 115 school districts in North
Carolina. Superintendents and chief finance officers were involved, as differentiated from
principals, teachers, or staff, because it was felt that these administrators could actually
impact a modification of the status quo of capital facility funding. The superintendents and
finance officers were informed via DPI newsletters (to the Finance Officers on February 8,
2013 and to the Superintendents on February 11, 2013) of the scope and purpose of the
research. On February 21, 2013, the electronic version of the survey was released through

Qualtrics. A paper copy of the instrument was offered to all administrators who would rather
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utilize that format, but no one requested it. A reminder email was sent on March 14, 2013 to
those superintendents and finance officers who had not yet responded. Several inquiries
were received from administrators who had not received the survey instrument or no longer
had it; an additional survey was emailed to those individuals. Collection of survey
instruments was terminated on March 26, 2013. Due to the process of follow-up described
above, superintendents and finance officers who responded or do not respond were known to
the researcher, although anonymity is otherwise maintained.

Potentially, the response pool includes two persons from each of 115 districts
(N=230); however, it would be unreasonable to expect a 100% response rate. Kano, Franke,
Afifi, and Bourque (2008) in a review of response rates within the literature of school
surveys, reported a response rate of 33% to their own case study, which they deemed to be
“similar to response rates reported for other organizational surveys” (p. 484). Possible
reasons for nonresponse [to the Kano, et al. survey of school principals] were questions of
authority, capacity, and motive to respond. In some locations, the authority to respond to
such surveys may be reserved at the district, not school, level. The survey in my research did
not encounter that problem, since the respondents are district administrators themselves. As
an example, a survey I recently undertook to determine community utilization of school
facilities (Phelps, 2008) had a district response rate of 42.6%. An assumed response rate of
40% would yield ninety-two returned questionnaires; a rate of 60% (if the topic generates a
high level of interest among school district administrators) would yield one hundred thirty-

eight responses.
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In the third phase, superintendents and finance officers were selected for in-depth
interviews, using the technique of maximum variation (‘heterogeneity') sampling. To select
the interviewees, all LEASs were ranked according to expenditure, per child, of total funds for
facilities. Administrators of the five highest spending LEAs and the five lowest spending
LEAs were contacted and asked to agree to interviews. If any administrator declined to be
interviewed, the LEA most closely situated in spending ratio was contacted. Interviews
(n=20) were conducted in a location selected by the interviewee, at an agreed, mutually
convenient time. Duration was expected to be approximately one-half to three-quarters of an
hour. If constraints of time and distance developed, the interviews were to be conducted via
video conferencing; this proved unnecessary.

Data Collection

This research utilized a variety of methods for gathering data, which, according to
Glesne and Peshkin (1992), contributes to the trustworthiness of the data, and is commonly
called triangulation. Yin (2003) identifies six sources of evidence: documentation, archival
records, interviews, direct observations, participant observation, and physical artifacts.
Patton (2002) recognizes three types of qualitative data: interviews, observations, and
documents, as does Glesne and Peshkin (1992). This study utilized Patton’s first and third
types most heavily, and the second to a lesser extent, and was therefore a project utilizing
mixed data sources.

The act of selection of data sources is crucial to the success of the research as well as
its validity and reliability. As Suzuki, Ahluwalia, Arora, and Mattis (2007) have elaborated,

“The pond you fish in determines the fish you catch” (p. 295). Sources and tools of data
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collection determine the data which is collected, the meaning researchers craft from the data,
and the knowledge claims that can be made. It is recognized that the researcher selects
certain subjects for observation and disregards others; data collection is not an objective
process. The following types of data and sources were utilized in this research.

Documents as data sources [D]. For purposes of this study, documentation is
divided into two categories: 'obtained records' are documents which existed outside the
pursuit of this study; 'generated records' are documents which resulted from some research
activity herein. Document data sources were as follows:

[D1]. Current and historical funding patterns (obtained records). This

included reports of the amounts of money expended from various sources on the several
types of educational programs and categories, including capital facilities. A section of the
literature review addressed these patterns in North Carolina and elsewhere, and experiences
with funding modifications in other states. In addition, various demographic data were
obtained from public records and tabulated for each district, for example

e Number of students per square mile: indicating <high, moderate, or low> density

e Per cent of “free and reduced price lunch” authorizations: socioeconomic class.

e Proportions of various racial identities: indicating prevalence of a race or races.
Ranking of districts by capital facilities expenditures (an ordinal variable) was further
informed through consideration of this demographic data.

[D2]. Analysis of the 2010-11 Facility Needs Survey (obtained records). This

survey is legislatively mandated every five years, and requires that, "Local boards of

education shall submit their long-range plans for meeting school facility needs to the State
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Board of Education..." (NC GS 115C-521). Each of the 115 LEAs must project their
anticipated needs for new construction, additions and renovations to existing facilities,
furnishings and equipment purchase, and land. The projections are made for both a five-year
and a ten-year time-frame. All LEAs (except two) returned the data requested by March 30,
2011, when collection was terminated.

[D3]. Survey of administrators of all 115 LEAS (generated records). This

involved a combination of quantitative-type (limited response) questions and open-ended
inquiry. The survey addressed such topics as the adequacy of current funding to meet capital
facility needs, the perceived impact of additional facility improvements upon educational
success, and the appropriate modifications to current funding procedures which would be
acceptable and palatable (if any).

Instrumentation. The surveys were influenced by an instrument prepared by
the U. S. Department of Education, entitled “Principals’ Perception of their School Facilities:
Fall 2005" (Chaney & Lewis, 2007). The researcher formulated questions as necessary to
address the responder group (superintendents and chief finance officers rather than
principals) and the respondent focus (districts rather than schools). Items of similar form and
content were added as necessary to fully address the research question. The instrument
contained items of fixed-choice response, Likert-scale response, and open-ended response;
the latter were subject to qualitative analysis, and the others to analysis of descriptive
statistics. The two instruments are shown in Appendix E.

Procedures. The survey was emailed to the superintendent and chief finance

officer of each of the 115 LEAs in North Carolina. (In this case, therefore, the sample was
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the entire population.) Follow-up inquiries and additional information were offered as
discussed above. Administrators were afforded the option of completing a printed copy of
the instrument and mailing it to the researcher, or completing a version of the survey on-line
using a commercial survey provider, Qualtrics.

Interviews as data sources [ | ]. Superintendents and finance officers of several
LEAs were selected to interview, according to the process described in "Site Selection and
Samples,"” above. Broad, open-ended questions were formulated for use.

Instrumentation. Interview instrumentation incorporated the interview guide
approach, in which "topics and issues to be covered are specified in advance... [and the]
interviewer decides sequence and wording of questions in the course of the interview"
(Patton, 2002, p. 349). The results of the survey (phase 2) were used to inform the interview
guide, as did the data gathered in the literature review and through analysis of tax and
expenditure records (phase 1). The interview questions allowed more flexible responses than
the survey questions, and probed administrators’ feelings and opinions about adequacy and
equality of capital facilities from school district to school district.

The study inquired how educational administrators make sense of (or cope with) the
differences in facilities available to districts of diverse economic resources, and the
modifications of school funding mechanisms which key stakeholders would propose or
support in order to achieve a more equitable distribution of opportunity within the state. The
interview was semi-structured, in that general topics were pre-prepared, and follow-up
questions were planned for certain expected threads of the dialogue. However, interviewees

were not constrained from exploring additional subtopics of the questions. Interviews were
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audio recorded and later transcribed for data analysis. The interview guide is included in
Appendix F.

Procedure. The five highest- and five lowest-spending LEAs were selected
from DPI data, and a personal letter to the Superintendent and to the Finance Officer of each
was mailed on June 11, 2013. A Memorandum of Information (in lieu of the Informed
Consent Form) as required by the NC State Institutional Review Board was included in the
mailing. Interviews were conducted during July and August 2013. Transcripts and notes
taken during the interviews were hand-coded and analyzed as noted in a later section.
Insights pulled from administrators' interviews were not intended as generalization to all
other school districts in the state. Rather, the intention was to uncover new or previously
ignored experience, in order to argue that certain negative experiences should be corrected
universally, wherever they are found. Sociologists have used the term micro/macro to
describe the cognitive leap from understanding individual cases to understanding the system
as a whole (Stake, 2003). That was a central goal of this study.

To achieve that leap of understanding, the research provides opportunity for the
reader to assimilate certain descriptions and assertions into memory, paralleling actual
experience, increasing awareness and understanding—a process called naturalistic
generalization (Stake & Trumbull, 1982, quoted in Stake, 2003). As constructivists believe,
knowledge is socially constructed; the researcher thus assists readers in the construction of
their knowledge.

Observations as data sources [O]. General comments and observations offered by

architects, superintendents, facility managers, and LEA staff members were collected and
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evaluated in support of the other data sources, as appropriate. Photographs of various
schools (representative either from a standpoint of unfulfilled need or of excellence) have
been collected over time by the researcher, but were not directly incorporated into this study.

Qualitative inquiry is by nature open, and to an extent less structured. As Glesne and
Peshkin (1992) have observed, the "selection strategy evolves as the researcher collects data"
(p. 25). That situation is not an indication of poor planning, but an idealization of flexibility.
Data Analysis

The task of analyzing qualitative data is, according to Glesne and Peshkin (1992),
"coming to understand and interpret how the various participants in a social setting construct
the world around them™ (p. 6). Each of the Research Questions identified above was

addressed by one or more of the sources of data (Table 3.1).

Table 3.1

Applicability of Data Sources to Research Questions

RQ # Data Source
RQ-1 (perceptions) D3. Survey of Administrators
RQ-2 (shortcomings) D2. Facility Needs Survey

D3. Survey of Administrators
O. Observations

RQ-3 (funding) D1. Current and historic funding patterns
D3. Survey of Administrators

RQ-4 (acceptance) D3. Survey of Administrators
I. Interviews with Administrators

RQ-5 (advocacy) I. Interviews with Administrators
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Just as a knowledgeable prospector picks up and examines a rock (which others might
have ignored) and recognizes gold therein, so must the researcher uncover the wealth of
information within the research data; in a sense, "ordinary events become data when
approached with a particular frame of mind—that of a researcher” (Bogdan & Biklen, 2007,
p. 117). The following data sources of this study were analyzed as noted.

Data source [D1], Current and Historic Funding Patterns: Data such as county

taxation revenues from real property, proportions spent on educational capital facilities, and
numbers of students in public schools each year were analyzed to determine (capital) dollars
per student for each LEA. Historical rankings of capital expenditures per student for the
years 2008-09 and 2010-11 are shown in Tables 2.2 and 2.3.

Taken alone, these data emphasize the wide variation in funding utilized for capital
projects. Berne and Stiefel (1984) address various indexes and ratios useful in comparison of
inequality (e.g., McLoone index, Verstegen index) either longitudinally or between
jurisdictions. Given the problems inherent in obtaining relevant and congruent data across
states, such comparison is beyond the scope of this research. However, changes in the degree
of inequality in North Carolina from year to year can be calculated from the data in the
public domain.

Additionally, although it may be insightful to compare a single ratio (capital
expenditure per child) of each district to a single value capturing the academic achievement
of that district, no such value exists (personal communication with Tom Field, DPI
Educational Testing / Accountability Consultant, March 9, 2012). However, by re-

aggregating all the disaggregated end-of-course and end-of-grade scores for each school in
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each district, summing the number of students who scored ‘proficient’ on those tests, and
calculating the percentage scoring proficient, a quasi-index of achievement might be
fabricated. Such a quasi-index for 2010-11 (the latest data available) might be compared with
per pupil capital expenditures for 2010-11, which represents a five-year average of
expenditures. It was initially considered that 2009-10 expenditures should be compared to
2010-11 test scores, since capital projects accomplished in 2009-10 would improve facilities
in 2010-11, and in the alternative, projects funded in 2009-10 might negatively impact 2009-
10 test scores to a temporary and hopefully minor degree, due to disruptions associated with
ongoing construction. But since the cost data represent a five-year average of expenditures,
that concern became less problematic. Unfortunately, the aggregated test data would not
clearly exhibit the lower performance of those students who are disadvantaged in some
manner, such as English language learners, those of low socioeconomic class, those with
disabilities, or children of migrant workers, for example. The reports which formed the basis
of the calculations of LEA achievement were designed specifically to highlight those
differences, but in manipulating the data in a manner necessary for this research, those
nuances would be lost.

Data source [D2], Facility Needs Survey: This data records what the administrators of

each LEA formally project they will need in capital facilities for five years and ten years in
the future. Comparing this data with the (local) funding patterns discussed above revealed
the proportion of capital needs that are provided by the county, for each time horizon.
However, not all districts approached the determination of this data with the same degree of

resolve. For example, some noted ‘zero’ need for the five-year or ten-year periods, or for
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both. Informal communication with some of the involved administrators (who requested
anonymity) revealed a concept that could be summarized as “what’s the use? We’re not
going to get any money anyway.” These feelings of hopeless despair may be more prevalent
than one would suspect—and may be further investigated by future research.

Data source [D3], Survey of Superintendents and Chief Finance Officers: This

included Liker-scale (one-dimensional) questions, fixed response questions, and open-ended
questions to which the superintendents and finance officers responded in their own words.
The multiple choice responses were grouped and analyzed separately from the open-ended
responses, which was treated as a ‘quasi-interview.’

Procedure. The quantitative data, as drawn from the fixed-response
questions, were analyzed with descriptive statistics to determine general trends. Responses
for selected topics were presented in bar-chart format to enable quick comprehension of the
distribution of results, with data from superintendents and from finance officers shown side-
by-side. Responses were also dichotomized in the case of nine of the topics, and reported as
either (1) Respondent agreed or strongly agreed, or (2) Respondent disagreed or expressed no
opinion. Responses were presented in tabular form (see Appendix O), and differences of ten
percent or more between superintendents (as a group) and finance officers (as a group) were
‘flagged’ as significant. In addition, the qualitative data (in its original “verbal” form) was
utilized to inform item design of the interview guide, and was further reexamined in response
to the various research questions.

Data source [O], Observations. Comments offered by school personnel and similar

information were treated as anecdotal and incidental to the other data sources, and were
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included in the research (only) to the extent necessary to illustrate a particular point, as
appropriate.

Data source [ 1], Interviews with Superintendents and Chief Finance Officers. The

interviews were analyzed using thematic content analysis (Smith, 1992). The transcripts
were searched for patterns and recurring topics, from which a system of coding was
developed; the coding lists were then gathered into categories (Bogdan & Biklen, 2007).
This hand-coding began early—during the interview process—so that any unforeseen
emerging trends might be addressed during subsequent interviews. Sets of the data were
examined to enumerate congruent and discrepant evidence (Lee & Greene, 2007),
consistencies, inconsistencies, conflicts and contradictions (Slonim-Nevo & Nevo, 2009). In
a similar manner, LeCompte (2000) suggested repeatedly sifting through field notes,
interviews, and texts to identify items relevant to the research questions. He suggested
searching for three characteristics of data: frequency, omission, and declaration. Under
frequency, | identified topics and comments that are numerous. In the alternative, items
which never appear, even though I thought it reasonable that they should, were identified
under omissions. Declarations are items specifically identified as significant by the
interviewees or other study participants.

Simultaneously, the data from the survey were analyzed with the data from the
interviews, with the intent that the qualitative interview data would explain (or expound
upon) the survey data. Themes and sub-themes developed in an obvious pattern or patterns

(Aronson, 1994). These formed the basis of the conclusions of the research.
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Research Validity and Reliability

Early in the conflict between qualitative and quantitative researchers, it was argued
that qualitative inquiry lacked the rigor—validity and reliability—so highly prized by the
realist-oriented believers in positivism (Smith & Heshusius, 1986). In time, debate within the
qualitative camp became as fierce. Donmoyer (1996) lamented the proliferation of paradigms
and that there was “little consensus...about what research is and what scholarly discourse
should look like” (p. 19). He further found “as much variation among qualitative researchers
as there is between qualitatively and quantitatively oriented scholars” (p. 21).

As qualitative research gained acceptance, its advocates may have formulated their
procedures after the model of the 'hard’ sciences. They may have sought to find some
measure analogous to the quantitative estimators of internal and external validity, reliability,
etc.—their detractors holding that inquiry without numerical measurement was not really
science. However, under a more broad definition, the truly scientific attitude is open-minded
about method and evidence, and finds that, "Scientific inquiry involves rigorous and
systematic empirical inquiry that is data-based [and] qualitative research meets these
requirements” (Bogdan & Biklen, 2007, p. 42). It is just that, in qualitative research, there is
no Cronbach's Alpha; reliability and validity are ensured by non-numerical means. In fact,
Lagemann (2000) noted a "recognition that there were severe limitations in the assumption
that ‘what cannot be measured cannot be important' " (p. 222). Qualitative inquiry goes
beyond statistical significance to find human relevance.

The traditional conception of qualitative validity is that “[t]he meanings emerging

from the data have to be tested for their plausibility, their sturdiness, their ‘confirmability’—
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that is, their validity” (Miles & Huberman, 1994, p. 11, quoted in Donmoyer, 1996). In
recognizing that there are numerous ways to address ‘validity,” Creswell and Miller (2000)
proposed a two-dimensional framework to “help researchers select procedures based on who
assesses the credibility of a study and their own philosophical positions toward qualitative
inquiry” (p. 124). For the postpositivist or systematic paradigm researcher, Creswell and
Miller (2000) posit the following:

e From the viewpoint of the Researcher — the validity procedure of “Triangulation”

e From the viewpoint of Study Participants — the procedure of “Member checking”

e From the viewpoint of Readers — the “Audit Trail”
In this context, ‘validity’ refers to how accurately the research represents the subjects’
understanding, and how credible it is to them. In essence, the term refers not to the data per
se, but to the inferences drawn from the data (Hammersley & Atkinson, 1983, in Creswell &
Miller, 2000, p. 125). The qualitative researcher is the instrument of the inquiry.

Validity: Triangulation. In this procedure, researchers “search for convergence
among multiple and different sources of information to form themes or categories in a study”
(Creswell & Miller, 2000, p. 126). The term is derived from a method of navigation in which
the current position is determined in relation to certain known and distant points. Denzin
(1978, in Patton, 2002) has identified four types of triangulation, listed—with each
applicability to this research—as follows:

Data triangulation is the use of a variety of data sources in a study. In this

case, the research encompassed multiple data sources as listed above.
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Investigator triangulation is the use of several different researchers or
evaluators; it is not applicable to this study.

Theory triangulation is the use of multiple perspectives to interpret data; it is
assumed that each of the several superintendents and chief finance officers interviewed
brought his or her own perspective to the evaluation.

Methodological triangulation is the use of multiple methods to study a single
problem; several methods were utilized in this investigation, including a survey,
observations, and interviewing.

Validity: Member Checking. With this procedure, the activity shifted from the
researcher to the study participants. It involves taking the data and interpretations to the
subjects so they can review and confirm its credibility. At the conclusion of each interview,
| asked the participant if he/she would be willing to read the transcript and comment on its
accuracy. Only two of the administrators agreed to do this. | sent both of them the relevant
document, but received no response. In addition, | planned to undertake an external audit, in
which the findings were to have been discussed with selected informed professional staff at
NC DPI to determine if themes are developed with sufficient evidence, and if preliminary
findings are realistic and accurate. Although this request was provided in writing to several
personnel, no response was received.

Validity: Audit Trail. In the field of accounting, an audit trail is a conscious recording
of a transaction from initiation to finalization in such a manner that all intermediate
operations could be recreated and justified (Rodgers, 2006). The term has been adapted to

express a validation of research, as by a reader external to the process, in which the
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researcher provides "clear documentation of all research decisions and activities... (either)
throughout the document or in the appendices” (Creswell & Miller, 2000, p. 128). This study
involved documentation of the inquiry process (through journaling and memoing), including
the keeping of a research log of activities, a data collection chronology, and a clear recording
of data analysis procedures, in order that dissertation committee members may examine both
the process and the product of the study, and thus determine the trustworthiness of the
findings. In qualitative research, an audit trail is established in order "to verify the rigor of
[the] fieldwork and confirmability of the data collected” (Patton, 2002, p. 93). This
procedure again supports the researcher as instrument of the inquiry.

Reliability. To the quantitative researcher, reliability is the extent to which results
are free from error (McMillan, 2004). Error is measured by how constant a subject's score
will be from one occasion to the next; other terms for reliability could be ‘consistency' or
'duplicability.” Krefting (1991) emphasizes that quantitative models are seldom relevant to
qualitative research. That does not, however, negate the concept of reliability of surveys.

Reliability of a research instrument (such as a survey) is generally regarded as the
degree to which the instrument returns the same results each time it is used, under similar
conditions and with the same or similar subjects. However, as Trochin (2006) noted,
reliability is not measured but estimated. There are two processes for this assessment: test/
retest and internal consistency. Since this survey was intended for one-time use within the
entire population, the test/retest scenario was not applicable. Internal consistency entails
grouping survey questions which address the same concept, and correlating the responses of

each group to determine if the instrument is consistently measuring the concept. In an effort
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to limit the length of the survey, and thus to stimulate the highest response rate possible,
similar questions were combined or eliminated, and internal consistency was not computable.

In the qualitative arena, no straightforward test is available to gauge reliability; a
better term for the criteria may be ‘trustworthiness.” The instrument of data collection is the
researcher, and researchers are human; therefore, imperfect. There is no way to replicate the
researcher's analytical thought process (Patton, 2002) during the search for, compilation, and
analysis of data, for it requires judgment and creativity. Also, while quantitative
methodology is based on the assumption of a single reality, naturalistic inquiry—with
inherent assumption of multiple realities—finds the concept of consistency (from study to
study) to be irrelevant (Krefting, 1991). Variability is to be expected. In lieu of consistency,
one might strive for dependability.

Guba (1981, as discussed in Krefting, 1991) proposed the concept of ‘trackable
variability’ which refers to a “variability that can be ascribed to identified sources” such as
“increased insight on the part of the researcher, informant fatigue, or changes in the
informant’s life situation” (p. 216). This identifies possible reasons for inconsistency from
study to study, and contributes to the (hoped for) dependability of the research. In the final
analysis, the reader must assess the perceived accuracy of the representation and authority
(believability) of the researcher. Patton (2002) can only exhort, "Do your very best with your
full intellect to fairly represent the data and communicate what the data reveal..." (p. 433)
"through intensive training and rigorous preparation” (p. 261). That was the goal of this

study, within the framework of qualitative methodology.
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Safeguards Against Bias (Researcher Subjectivity)

Slavin (2008b) has defined bias as “factors that skew conclusions in one direction or
another” (p. 48). Obviously, unbiased data gathering and analysis are the gold-standards of
research, even if such perfection may be theoretically impossible. We as researchers, lacking
faultlessness, embrace conscious understanding instead. We move beyond the dualism
which claims that our reports are either (totally) objective or (totally) subjective, in what
Lous Heshusius (1994) referred to as a participatory mode of consciousness...the ability to
“temporarily let go of all preoccupation with self and move into a state of complete
attention” (p. 17). The researcher is totally focused on the subject of the research.

We affirm that, as human beings, we have experiences, biases, mindsets, and ways of
knowing—conscious and unconscious—which potentially impact our work. This constrains
not only our analysis of data, but the very choices of the data we select to examine.
LeCompte (2000) has addressed this selectivity through being aware of the effects of both
tacit theory and formative theory. Tacit theories guide daily behavior, and utilize past
experience to predict future outcomes. For example, a teacher observes certain behavior in a
student, leading to a hypothesis of illicit drug use. A potential bias lies in the possibility that
indicators other than that specific behavior are overlooked in other children. Formative
theories also guide behavior but derive more formally, from research. They “guide
development of research questions, ideas about what data to collect, and which units of
analysis should be used in investigations” (LeCompte, 2000, p. 146). We identify our tacit
theories to avoid bias in interpretation; we identify our formative theories to avoid bias in

data collection and analysis.
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| can categorize several ways in which | am different from my compatriots in the
doctoral program. My primary field is not education, and | have never taught in a K-12
environment (although I have briefly taught at the community college and university levels).
I am trained as an architect, with many years’ experience in the design and construction of
educational facilities, from day-care through university. (Some of my peers in this program
teach in schools I have designed.) My focus has been primarily on the buildings’
functionality and aesthetics, and each project was its own universe, without consideration of
any degree of equity with other school districts. Additionally, my Masters degree is in
Business Administration, with much emphasis on the numerical (‘quantitative’) aspects of
the subject. | have no experience or training in either curriculum or pedagogy.

What I do bring to this inquiry is an explicit understanding of how buildings—
especially schools—are constructed, and a conviction that the environment matters both to
the psychological well-being and to the functional capacity of the inhabitants of the structure.
The latter is a tacit belief which 1 must control (even while I confirmed it) during the research
and subsequent analysis. But | see my non-experience with ‘all things educational’ as a
benefit, formatively, because | have little or no preconceived ideas about educational testing,
evaluation, or methodology. | was, then, more able to select methods and processes based on
appropriate academic guidance, rather than on previously established beliefs.

If ‘heal thyself” is appropriate advice for the physician, ‘know thyself’ is the
analogous exhortation to the qualitative researcher. This homily is bound within the concept
of reflexivity (or reflectivity), which is not only an acknowledgement of one’s

predispositions, but also a means of placing oneself within the social context of the
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phenomenon observed. Reflexivity helps to ensure good data, and good data is necessary to
meet validity criteria. As Kleinsasser (2000) has explained,

Researcher reflexivity represents a methodical process of learning about self as

researcher, which, in turn, illuminates deeper, richer meanings about personal

theoretical, ethical, and epistemological aspects of the research question. Qualitative
researchers engage in reflexivity because they have reason to believe that good data

result. (p. 155)

My reflexive writing about my thoughts, judgments, feelings, and ideas during the research
process became part of the data collected...’bracketed’ as suggested by Bogdan and Biklen
(2007) within the field notes. The purpose of this reflexive exercise was to “move beyond a
definitional level of qualitative research (e.g., member checks, researcher ethics, voice)”
(Kleinsasser, 2000, p. 159). Not only were new insights possible, but a more interesting
written product has hopefully resulted.

Some have suggested that the interview method itself leads to subjective bias on the
part of the investigator, since there is a tendency to couch the inquiry in a manner to confirm
researcher’s preconceived thinking. Flyvbjerg (2006) lists such criticism and multiple
authorities who refute the condemnation, who report that “their preconceived views,
assumptions, concepts, and hypotheses were wrong (and thus the findings have) compelled
them to revise their hypotheses on essential points” (p. 235). Accordingly, it is revision, not
confirmation, which characterized the research. In addition, Fylvbjerg (2006) posits that any
bias toward verification is found in all research methods, i.e., in the selection of categories

and variables in a quantitative study.
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Guba (1981, discussed in Krefting, 1991) has proposed ‘neutrality’ as an offset to
objectivity. It is the freedom from bias in both the research procedures and the results; the
findings are built solely upon the informants and other sources of research. While
quantitative researchers attempt to justify the rigor of their findings by increasing the
distance between researcher and subject, this study seeks to decrease the separation in order
to obtain more rich and relevant information. Rather than scrutinizing the neutrality of the
investigator, the neutrality of the data itself is to be guarded. Therefore, | have strived for
confirmability as discussed above, through reflexivity and the maintenance of an audit trail.

The researcher must come to realize that value-free inquiry is impossible, but still
must worry about how personal values and preconceptions may affect what is seen, heard,
and recorded. In mitigation, Patton (2002) affirms, one must make any biases explicit, take
steps to allay their influence through meticulous field procedures, and discuss any possible
influences in reporting findings.

Ethical Issues

A major aspect of this study was one-on-one interviews with superintendents and
chief finance officers. These interpersonal dealings required knowledge of and an adherence
to a code of research ethics.

Ethics is a term that is emotionally charged and rife with hidden meanings. As
Bogdan and Biklen (2007) have noted, most professions have codes of ethics—principles of
right and wrong—which the group accepts at a given time. Perhaps the first historical
example to come to mind will be the Hippocratic Oath in medicine: First, do no harm. Two

issues dominate the field of ethics when dealing with human subjects: informed consent and
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(like the 4™ century Greeks) protection of informants from harm. In pursuing this study, the
requirements of the university Institutional Review Board (IRB) were followed.
Documentation of the negotiation for IRB approval is contained in Appendix G.

Many details of the study, such as method and duration of data storage, are addressed
in the appendices, and are not repeated here. In general, however, Christians (2003) has
noted four guidelines for the pursuit of ethical research, as follows:

e Informed consent: There are two necessary conditions. The subjects must agree
voluntarily (without physical or psychological coercion) to participate, and their
agreement must be based on clear and complete information about the study. This is
the main focus of the IRB approval, as documented in the forms and correspondence
of the noted appendix. All requirements of the IRB were rigorously followed.

e Opposition to deception: Unlike some notable past research involving criminals,
young children, or the mentally incapacitated, deliberate misrepresentation is now
forbidden. And unlike psychology and medicine, where research may depend on, at
the very least, deception by omission (Who gets the placebo?), there is nothing to be
gained by attempting to deceive any of the interviewees in this study.

e Privacy and confidentiality: Safeguards of the informants' identity are necessary to
preclude unwanted public exposure and may be, in some cases, crucial to their full
and open responses. Pseudonyms and generic district descriptors were adopted.
However, it must be recognized that perfect confidentiality may very likely be
impossible, as some insiders may recognize the true identity of persons or places. It

is important that this risk be communicated to and understood by the interviewees.
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Accuracy: Obviously, data must be accurately reported. Care was exercised during
the design of research questions, during the interview itself, and into the coding and
reporting of data, to ensure that the information represents the true responses of the

interviewees, not the preconceptions or opinions of the researcher.

In addition to the above, Bogdan and Biklen (2007) have noted several others...

Avoid research sites where informants may feel coerced to participate in the research.
No research is planned in which the interviewee is supervised by or is subordinate to
the researcher. Interviews were planned to be conducted in the office (on the ‘home
turf’) of the interviewee.

Be aware of the value of the informants' time. The request for an interview included
an estimate of the time required, which was honored unless extended by the
interviewee. Additionally, being aware of time restraints is a major aspect of good
interview technique, which is, according to Patton (2002), "maintaining focus on
gathering information that is useful, relevant, and appropriate... [and requiring the]
ability to separate that which is foolish from than which is important” (p. 379).

Treat informants with respect. The researcher in all matters informed the
interviewees of aspects of the investigation. There was no recording of conversations
without consent, nor via hidden mechanical devices.

Be realistic in negotiations with informants, and honor any agreements made. The
interviewee had the opportunity to review the text of the conversation, to terminate
the interview at any time, and to request that the data gleaned from the interview not

be used (or be used only in the aggregate).
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It was recognized that some LEAs may have their own regulations governing research. Their
requirements, in addition to those of the university IRB, were honored.
Limitations of the Study

Generalizability. Qualitative studies are not thought to be generalizable—that is,
applicable to an entire population having characteristics similar to the sample of study—in
the same manner as are quantitative studies. Rather, qualitative researchers are "more
interested in deriving universal statements of general social processes than statements of
commonality between similar settings..." (Bogdan & Biklen, 2007, p. 36). The intent is not
to convince the reader that all districts are like the studied districts in certain aspects, but
rather to identify certain shortcomings that may become known, and suggest that those
conditions be addressed, wherever else they may be found.

Reluctance. During interviews, whether structured or conversational, certain topics
were addressed that may have political ramifications for the interviewee. Frank and candid
response could have possibly be seen as a factor limiting continued employment. Even
though all attempts were made to forestall identification of the interviewee, certain
individuals might have been reluctant to honestly and fully address certain issues.

Conclusiveness. There is no intent to hold that the individuals selected to interview
were the most appropriate, most definite, or most informative out of all possible choices.
Selections were made with specific criteria in mind, however, and were therefore held to be
more 'information-rich' than would be the case with random selection.

Availability of resources. Resources are finite; the limited availability of time and

funding impacted the duration and depth of the study. That condition, however, is shared by
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every human endeavor and, although recognized, is not in itself cause for discounting the
value of any given research project.

Personal limitations of the researcher. The fact that this document is a university
dissertation emphasizes that the author is relatively inexperienced in matters of research and
writing. Of additional note is my background in fields other than education—in architecture
and business administration. However, | have completed the required study in qualitative
and quantitative methodology, and (perhaps more importantly) have pursued this research
under the careful guidance of my dissertation chairpersons and committee. Rudestam and
Newton (2001) caution against giving in to "deeply held beliefs about incompetence and the
inability to master this task” (p. 183). Kamler and Thomson (2008) offer positive counsel to
“recognize the experience, knowledge, and expertise of doctoral students” (pp. 512-513).
These and other authors of advice books for thesis writing affirm that inexperience does not
mean inability.

Summary

This chapter has addressed the methodology under which the study was pursued: a
combination of document analysis, a survey, and interviews. Focus of the research was on
determining district superintendents’ and finance officers’ perceptions of the relationships
between capital facilities and educational achievement specifically in North Carolina, the
scope of differentiation among LEAs, and proposals to resolve any inadequacy or inequity of

facilities. The next chapter presents the results of the inquiry.
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CHAPTER FOUR
RESULTS

The conceptual grounding of this research began in the articulation of five themes
addressing equity and adequacy of capital facilities relative to educational achievement. As
expounded in detail in Chapter Two, these themes are as follows: (1) School facilities impact
education; (2) inequalities of facilities are often condemned; (3) attempts to equalize facilities
have been unsuccessful; (4) funding for facilities vary widely; and (5) inequality of facilities
result in inequality of educational opportunity. | posit that the current system of facility
funding places some youth in low-wealth districts at a life-long relative disadvantage in
competition with others from a higher socioeconomic background. | found this to be
egregious, indefensible, and in need of rectification, as a matter of social justice and
constitutional law. My research sought to determine if senior administrators in North
Carolina school districts also saw this system as problematic, and if so, what modifications
they would advocate in the existent system of school facility finance. Chapter Three has
described the process of the research, to include (1) analysis of existing fiscal and facility
data, (2) a survey of superintendents and finance officers in all public school districts in the
state, and (3) interviews of selected district superintendents and finance officers. The results
of the research are presented below.
Fiscal and Facility Data

There are extensive arrays of data available in the public domain, both on the website
of the NC DPI and the website of the School Planning Section of the DPI, as well as other

state, federal, and private information resources. An investigation of these data sources
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constituted the first phase of the research methodology; the selected data regarding various
fiscal and facility characteristics applicable to this study are presented and discussed below.
Future capital needs of each district are reported in the Facility Needs Survey (FNS),
which is updated every five years. Mandated by NC G.S. 115C-521(a), each district reports
various categories of need on a five-year time horizon and on a ten-year time horizon.
Results from the five-year data are addressed herein; the accuracy and utility of ten-year
projections are suspect. [Although required by law, two districts declined to return the 2010-
11 FNS within the time allotted, and five districts returned data which were all zeros.]
Almost $8.2 billion in capital facilities needs were reported—see Table 4.1 for a summation
and Appendix H for a complete tabulation by district, including Figure H.1 for a graphical
presentation. The ‘average’ district in an ‘average’ year would require $15.1 million to meet
projected needs for capital facilities. In comparison, the Education Lottery provides $100
million per year for capital facilities for all 115 school districts—on average, about $870,000

per district.

Table 4.1

Results of the 2010-11 Facility Needs Survey—Five-year $ Projection

Land & Buildings  Furnishing & Egpt Combined
Total Need  7,643,193,673 526,116,103 8,169,309,776
Mean* 70,770,312 4,871,445 75,641,757
Min 290,700 0 290,700
Max 968,822,645 57,503,302 994,460,365

*Based on 108 districts; seven did not participate in the survey.
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Districts are also required to report their expenditures in various categories on an
annual basis. This research is focused solely on Category 1 Capital Needs (land and
buildings) which is tabulated in Appendix I. The two most recent years of total expenditures
data are shown in Table 4.2, compared with the ‘needs’ data (from Table 4.1). Expenditures
include funds from local, state, and federal sources, and are taken, without confirmation,
from reports furnished by the individual school districts. As this table makes obvious, actual
funding (represented by the average statewide funding for the past two year) is far from
adequate to meet projected capital needs; overall in North Carolina, it would require almost
thirteen years of expenditures to meet the five-year needs for land and buildings. A similar
analysis on a district-by-district basis can be found in Appendix J, which shows the average

shortfall of one-year need minus one-year expenditures.

Table 4.2

Districts’ Reported $ Expenditures for Capital Facilities

Year Land & Buildings Furnishing & Eqgpt Combined
2011 659,515,535 67,755,161 727,270,696
2012 524,846,343 69,517,585 594,363,928
Avg 592,180,939 68,636,373 660,817,312

5-Yr Projected
Need (Tab 4.1) 7,643,193,673 526,116,103 8,169,309,776

Years of ‘average’ funding necessary to meet five-year need:
12.9 yr 7.7yr 12.4 yr
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As discussed previously in this study, most of the funding for school capital facilities
is drawn from county property tax and partial-cent sales tax. Often told is the occurrence of a
relatively ‘poor’ county setting a property tax rate higher than a more ‘wealthy’ county, but
still generating less revenue than the more affluent district. A comparison of county effective
tax rate (similar to Appendix A) with per-capita income, both in 2011, was made to evaluate
this supposition. The full data are tabulated in Appendix K, from which is drawn the scatter
diagram of Figure 4.1. Upon observation, it is clear that a linear relationship does not exist
between these two data sets, so a correlation coefficient was not calculated. For almost any

selected income, multiple districts with tax rates both below and above the state average can
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Figure 4.1 Comparison of counties’ annual per-capita income to the effective rate
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Note: Average income for the state is $36,028; average tax rate is 0.5770
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be found. Although there are in fact instances of low-wealth / high-taxation, that situation is
not statistically correlated.

Although the majority of funding for school construction is locally generated as
discussed above, some funding flows from the state through the Public School Building
Capital Fund. These allocations are far from sufficient (see Table 4.1 and 4.2, and the
accompanying text), and irregular in amount (as shown by Figure 4.2). This situation is

discussed further in Chapter Five.
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Explanatory notes:

1987-88 Public School Building Capital Fund is created, funded from corporate income tax.
2002-03 Legislature diverted all funding from capital projects, to balance state budget
2006-07 Lottery began; revenue is added to revenue from corporate income tax

2009ff  Legislature ceased funding PSBCF from corporate income tax

123



Current educational expenses (not a focus of this study) are funded differently from
capital facilities expenditures—both are tabulated in Appendix I. Various categories of
current expenses are funded from federal, state, and local sources. In order to determine if a
relationship exists between the level of current expenditures and the level of capital
expenditures, a scatter plot of these two data sets for all 115 school districts was prepared
(see Figure 4.3). Scatter plots provide impressionistic information regarding possible
relationships between data sets, and in this case, visual examination led to a conclusion of no

correlation, and a Pearson coefficient was therefore not calculated. While the data for
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current expenditures are clustered around $9,000 per pupil (ignoring a few outliers), the data
for capital facilities show a wide variation, from less than $100 per pupil to almost $1,700
per pupil. | concluded that low expenditures for capital facilities were not necessarily an
indicator of low overall spending for education in the district—a situation revisited in the
interview results, following—Dbut that other factors are involved.

In addition, | evaluated the capital facilities expenditures (Appendix I) and the per-
capita income (Appendix K) to determine if average income in the district was related to the
amount of funding spent on school facilities,. A scatter plot for these two datasets is shown
in Figure 4.4, which visually indicates no discernible relationship. Although increasing per-
capita income would be expected to correlate with increasing expenditures for capital
facilities, correlation is not found; other confounding variables obviously exist.

These records regarding district facility needs and annual expenditures, per-capita
income and property tax rates, funding for current expenses and for capital expenses, and
other demographic data (together constituting the first phase of the research) were important
in coming to an understanding regarding the environment which impacts senior
administrators across the state. The data also serves to inform the preparation of subsequent
phases of the research, as follows.

Survey and Interview Data

Concurrently with the collection of demographic and financial data as described
above, the researcher prepared a survey to be distributed to district superintendents and a
survey to be distributed to chief finance officers (constituting the second phase of the

research methodology). These documents differed mainly in the wording of the introduction,
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(Income for city LEASs not available, so capital expenditures for city LEAs were
omitted from the data.) (100 data points are shown.)

and were comprised of fourteen likert-scale questions, five multiple choice questions, and
two open-ended questions (see Appendix E). The survey was distributed through
Qualtrics.com, a commercial company specializing in data collection and analysis, with
access provided through the NCSU department of University Planning and Analysis. The
survey remained open for thirty-three days, and collected responses as shown in Table 4.3,
below. Various researchers in the survey industry (e.g., Gallup, 2007; Ipathia, Inc., 2009)
and in academia (e.g., Archer, 2008; Baruch, 1999; Cook, Heath, & Thompson, 2000; Nulty,

2008) report ‘mean’ or ‘average’ or ‘usual’ response rates, but an authority espousing an
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Table 4.3

Tabulation of Responses to Surveys

Superintendents Responding 56 of 115=  48.70%
Chief Finance Officers 830f 115=  72.17%
Combined 139 0of 230=  60.43%

Note: Not all respondents answered every question

absolute ‘minimum acceptable’ response rate could not be found (see Fowler, 2009, p. 51).
However, the University of Texas (n.d.) has noted that response rates vary by the method of
survey administration, and suggested that, for surveys administered by e-mail, a rate of 40%
was average, 50% was good, and 60% was very good.

Recognizing a concern that non-response to the survey might be correlated with
certain demographic characteristics (e.g., poverty, race, tax base, etc.) of the district, the
researcher listed respondents against several tabulations of that data (see Appendix L). Since
94 out of 115 districts showed at least one respondent, no link was found between propensity
to respond and demographics of the district. A more likely predictor of response
might be characteristics of the individual administrator, such as age, experience (years) in the
position, and completion of a doctoral degree. Workload and availability of subordinates
upon whom responsibility might be delegated could also impact response rate.
Unfortunately, the researcher had no opportunity to collect that data uniformly for each
administrator, and given the ‘very good’ response rate, further inquiry along those lines was

deemed unnecessary.

127



Following the review of data from the survey, the interview protocol was prepared
and superintendents and finance officers of selected districts were contacted and asked to
participate, as described in Chapter Three. Interviews of these ten senior administrators
constituted the third phase of the research methodology.

Survey responses were automatically tabulated by the Qualtrics software. Responses
to interview questions were tabulated by hand, without reliance on commercial software.
Insights gleaned are noted below for each of the Research Questions—survey data and
interview data are intermixed as appropriate to address the five research topics.

Results: Research Question 1

What are the perceptions of district superintendents and chief finance officers
regarding the relationship between capital facilities and the attainment of educational goals?

In the survey phase, when asked if the condition of the school building had a
significant impact on student learning, all of the superintendents who responded and ninety-
eight percent of the chief finance officers who responded either agreed or strongly agreed
that it did. This position echoed the results of studies discussed in Chapter Two of this
research; it was deemed critical to establish this opinion among North Carolina school
administrators prior to delving into their perceptions of equality of facilities and mitigation of
inequalities, if any.

One question in the interview phase expanded on this topic, asking for administrators’
perceptions of the impact of capital facilities beyond the academic success of the students.
The following are selected responses from superintendents and chief finance officer. In this

and subsequent listings of interview responses, quotation marks indicate the words of a
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specific administrator; brackets indicate the number of administrators who gave substantially

the same response—important because of frequency. Responses for superintendents are

marked ‘S’ and those from chief finance officers are marked ‘F.’
e Theme: Enhanced feeling of safety. [S:5] [F:3]
“People feel safer,” according to one superintendent, “when they’re in a modern facility
verses an older facility.” Older facilities—especially if comprised of multiple building—
can have problems not associated with “instructional and the learning process,” as a
superintendent explained; when a school has over thirty exterior doors, “How do you
regulate...how do you secure those, in the event of a lockdown?”
e Theme: Public perception, including public and student pride. [S:5] [F:2]
Modern facilities can create, as one superintendent remarked, “an atmosphere that
enhances the overall concept of education.” Another noted that, “...when the community
looks at a facility, if that facility is not maintained to its highest level, then they think
that’s a reflection of what’s going on inside.” Several administrators mentioned “a sense
of pride in the community,” or “community support and ownership” engendered by better
facilities. One noted that a new high school had become “a hub of the community.”
“People like to see,” according to one finance officer, “things they can take pride in.”
Another finance officer spoke of how “the whole community feels about this school—
parents and the community in general—of the new football stadium” and that students
and student-athletes are “wanting to do better, wanting to be the best.” A superintendent

addressed student behavior linked to morale as follows: “The kids take pride in those
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newer buildings...(but in older buildings) you start to see more of the graffiti, the kids not
taking care of the building, because they don’t have any pride.”

e Theme: Healthy conditions for teachers and staff. [F:5]

One finance officer specifically mentioned mold in a building, which resulted in “a lot of
teachers or employees out because of that (and) affects the teaching of students as well.”
e Theme: Staff working conditions; recruitment and retention of teachers. [S:2] [F:2]
An administrator, who had obviously worked in less-than-ideal conditions, remarked that
“a nice facility...impacts your learning...because it deals with your attitude, your
perception, and that’s going to impact how well you do.” According to one finance
officer, “...it may not be the major impact but I think it certainly has an influence.”
Another opined that ““...people want to work at a nice place. To say that doesn’t impact a
person’s mindset...I think would be a bad take on things.”

e Theme: Community support for academics. [S:3] [F:1]
One superintendent opined that facilities were a “huge” factor influencing public support.
Another discussed a recently renovated school, which resulted in an “uplifting of
community support and student morale, teacher morale, inside the school.”

e Theme: Long term public good, in attracting industry and business development.

In a declaration of importance, a superintendent who keeps close ties to civic and
business groups expounded that ““...any perspective company or business...if they see
evidence of institutional decay within (school) facilities, then the likelihood is that
they’re going to say, ‘I’m going to go someplace else. This community does not care

enough about its children to invest in a foundation of facilities.’”
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Omissions (themes expected but not voiced) include the impact of capital facilities on
student drop-out rate and the (somewhat contested) impact of the size of facilities on various
dependent variables.

In general, some administrators seemed to have difficulty in recognizing any impact
of capital facilities beyond the impact on student academics. In fact, three (3) finance
officers offered no potential outcomes except academic achievement. Additionally, several
administrators were more inclined to enumerate deficiencies in facilities than to delve into
the impact of those conditions. One finance officer discussed at great length the problems
associated with having to divert funds from capital needs to pay for current expenses such as
utility costs and employee benefits, and while this was not germane to the question at hand, it
later served to inform some parts of Chapter Five.

Results: Research Question 2

What shortcomings in school facilities do district superintendents and chief finance
officers identify as being detrimental to the attainment of educational goals?

Before directly addressing this question, it was incumbent to determine if district
administrators did in fact perceive that shortcomings existed. Survey questions 11 and 12
were designed to provide this determination. When asked if school buildings currently in use
should be closed or abandoned, forty-six percent of the superintendents and forty-one percent
of the chief finance officers answered in the affirmative. [To me, as an architect and school
planner, this is a surprising and appalling situation.] When asked if there was need in the
district for new construction, additions, or renovations of capital facilities, forty-eight percent

of the superintendents and sixty-five percent of the chief finance officers reported high need;
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fifty-two percent of superintendents and thirty-one percent of finance officers reported
moderate need. Only three respondents throughout the state reported no opinion or minor
need. The district-by-district need for improvement of capital facilities is quantified in the
Facility Needs Survey, mandated by general statute to be conducted every five years (Facility
Needs Survey, 2006; 2011). The 2010-11 Survey identified $8.2 billion in need over a five
year time horizon, while the 2005-06 Survey resulted in $9.8 billion in identified five-year
need.

An interview question asked the administrators directly if deficiencies in capital
facilities existed in their district. All ten of the chief finance officers and nine of the
superintendents answered in the affirmative; the response of one superintendent was vague
and was thus recorded as ‘no comment.” Given that shortcomings in school facilities were
reported to exist, the scope of this situation was probed in a subsequent interview question,
which asked the participants to describe some shortcomings in facilities that might be
detrimental to educational goals. Examples of deficits given by superintendents and chief
finance officers are the following:

e Theme: Buildings are old, and need updating. [F:3] [S:3]
One administrator remarked that there were “enough buildings—we have more than
enough buildings” but some were so old as to be sorely in need of renovation. Another
revealed that there was a need to replace one facility and combine the career technical
facility with the high school, “so we’re not busing students across town.” One
superintendent remarked that, “We’ve had trouble in old buildings just running wires (for

technology). You’re not talking about having all the bells, whistles, and buzzers—you’re
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talking about trying to keep up.” Another superintendent discussed significant needs of
roof repair, lighting improvements, etc.

e Theme: Challenges facing small and/or rural districts. [F:1] [S:2]
Small districts have limited means, a finance officer explained, and can achieve only
small projects (roof repairs, ADA upfit). One superintendent commented, “In a rural
area, we don’t measure capital improvements by what we’ve done this year or in the last
two or three years, but by what we can accomplish in a decade.”

e Theme: Challenges facing large and/or growing districts. [F:1] [S:2]
One finance officer noted that explosive growth has required the usage of many mobile
classroom units, which are problematic for circulation in inclement weather, for the
distribution of technology, for security, and in many other aspects. A superintendent
described the difficulty in finding land with sufficient acreage to build a school. And
maintaining a construction schedule to accommodate rapid increases in enrollment is a
separate and complex problem.

e Theme: Deferred or cancelled maintenance has led to expensive problems. [S:2] [F:1]
As one superintendent remarked, “...right now what we’re doing is a Band-Aid...we’re
patching as much as we can...we’re living day to day. [W]hen we built those big
consolidated schools in the 60’s and 70’s...those schools are now fifty years old!”
Another administrator also reported pronounced need at the high school, which had been
built in 1951; planned renovation of it had been postponed due to the poor economy. A
finance officer reported that “just to keep our boilers [operating] and the roofs from

leaking—it’s taking up most of our capital funding right now.”
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These comments indicate the diversity of problems faced by counties—small or
growing, wealthy or disadvantages—throughout the state. In addition, one chief finance
officer offered a very insightful remark (recorded here as a declaration), along with a history
lesson:

| would say that our facilities right now are the best that they have ever been in any of

our lifetimes.... However...very little was done in regard to school construction for

the past 75 to 100 years until about 1994, when all of a sudden we began to have
some interest in bringing bonds to bear on construction facilities. But prior to that,
you can see a long history of very little being done in regard to school construction
over time.
The statement directly addresses the situation of many districts across the state—that there is
a lot of ‘catching up’ to be done. This state of affairs is identified as the major thread
consistently flowing through the responses to this question. No significant conflicts or
contradictions were noted, either among the responses of the several administrators, or
between those responses and the research described in Chapter Two.
Results: Research Question 3

What accounts for the differences in capital facilities within and between LEAs, as
perceived by district superintendents and finance officers?

This research first determined if equality was thought to be important (survey
questions 2 and 3) and then sought (survey questions 13 and 14) to determine if district
administrators actually professed that inequalities existed. Ninety-one percent of

superintendents and ninety percent of chief finance officers either agreed or strongly agreed
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that intra-district equality was important. Eighty-three percent of superintendents and
seventy-five percent of chief finance officers either agreed or strongly agreed that equality
from district to district was important. Superintendents and chief finance officers were asked
to compare the facilities in their own district with those of any contiguous district (Figure
4.5) and with their perceptions of the average of all districts across the state (Figure 4.6).
When compared to their own district, most administrators thought that neighboring districts
were about the same, or moderately better situated regarding the quality of facilities.
However, when comparing their own district to their perception of the average of all districts
across the state, most superintendents felt they were moderately below average, while most

chief finance officers felt their district was no different or even moderately better.
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Figure 4.5 Responses to the Survey topic: “Compared to my district, I know of
contiguous district(s) that is (are)...”

(Multiple answers were permitted; sum exceeds 100%)
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Figure 4.6 Responses to the Survey topic: “Compared to my district, I believe the
state average district is...”

In order to determine perceptions of inequalities within districts, a series of survey
questions addressed opinions at the elementary, middle, and high school grades (Figures 4.7,
4.8, and 4.9). Generally, the finance officers found more inequity than did the
superintendents, and this inequality was most profound in the elementary grades. On the
other hand, almost fifty-seven percent of the superintendents either agreed or strongly agreed
that high schools within their district were equal, and almost fifty-six percent opined that

their middle schools were equal.
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Figure 4.7 Responses to the Survey topic: “Elementary schools within my

district are equal.”

35.0% 1:9%
’ 202% 30.6%
30.0%
° | 25.6% .
250% 23.6% 2313
20.0% +—
15.0% +— 116
9.7% 9.3%
10.0% +——
5 0% 4.2%
. (" I
Strongly Agree Neither  Disagree  Strongly
Agree Agree / Disagree
Disagree

Supt
HCFO

Figure 4.8 Responses to the Survey topic: “Middle schools within my

district are equal.”
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Figure 4.9 Responses to the Survey topic: “High schools within my district

are equal.”

Given that a degree of inequality was perceived to exist, several factors were
identified in the survey as reasons for a lack of parity; see Table 4.4. By far the most
common reason was the age of the building(s), indicating that more recently constructed
facilities were significantly different from facilities of an earlier era. Pressures from
increased enrollment, changes in curriculum, technological expansion, and judicial and
legislative mandate to increase accommodation of early childhood programs were also
substantial drivers of inequality. Of significant note was the identification by nearly one-
quarter of the respondents that differences in upkeep and maintenance of the facilities
accounted for some school-to-school variations. Of all the factors discussed, this is the most
easily controlled and rectified by district administrators, but seems to be (in the personal

experience of the researcher), the most often ignored input variable within their purview.
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Table 4.4
Reasons for Intra-District Variations, by grade level, as reported by District Superintendents

and Chief Finance Officers

Elem Sch | Mid Sch | High Sch

Reasons for Variations Supt \ CFO | Supt \ CFO | Supt | CFO AVG.
Age of Building / Date Constructed 89% 93% 75% 74% T75% T75% 80%
Accommodate Increased Enrollment 27% 35% 25% 27% 24% 32% 28%
Accommodate All-Day Kindergarten  13% 3% na na na na 8%
Accommodate Pre-Kindergarten 24% 23% na na na na 24%
Decrease Class Size 18% 13% 8% 10% 8% 10% 11%
Accommodate change in Curriculum 13% 9% 20% 13% 32% 15% 17%
Added or Expanded Academic

Support 29% 19% 28% 18% 24% 20% 23%
New or Expanded Technology 49% 39% 30% 34% 21% 39% 35%
Add Office / Administrative Space 18% 12% 5% 10% 13% 14% 12%
Differences in Upkeep and

Maintenance 24% 22% 23% 23% 16% 24% 22%
Other (or only one school in district) 7% 4% 20% 11% 26% 19% 15%

Multiple responses were permitted: sums of responses exceed 100%

Discussion in the interview phase of the research was directed toward a finer inquiry
into this condition, and more specifically, to causes other than variation in wealth and
property tax base which may relate to parity of facilities. The administrators identified the
following factors:

e Theme: Disposition of political leaders. [S:3] [F:2]
In one district where all revenue from the land transfer tax had been previously

committed to the schools, one superintendent noted that commissioners now allocate only
a portion of that revenue for schools. Another superintendent reported a “partisan sort of

discussion around funding of schools” which might lead to facility inequities not only
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geographically but also year-to-year, depending on the group in power at the time. The
‘political will” of elected officials to increase taxes was noted as an important factor.

e Theme: Mindset of the citizens. [S:3] [F:1]
One superintendent opined that much depended on “how the community or the parents
really value education,” and discussed “movers and shakers” in different areas of the
district, who become involved to champion some specific action or itinerary. Other
factors were whether or not the citizens would vote for a partial-cent sales tax, whether or
not the citizens would vote for a Land Transfer Tax, and whether or not the voters would
approve a bond for school construction. One finance officer focused on whether or not
the citizens would vote for a supplemental real property tax. People “did not want their
property taxes to go up,” according to this administrator. (As shown in Appendix B, very
few districts have accepted this provision to supplement funding for current expenses,
and only one district uses this method for capital expenses.)

e Theme: Methods of allocating funding. [S:1] [F:2]
Pre-commitment of funds can limit current and future options for repair or construction.
Administrators reported that lottery funds have been dedicated to debt service (of
previously constructed schools) and the only funds they currently receive are from the
partial-cent sales taxes, and in one case from the land transfer tax. One superintendent
remarked that, “When you’ve tied up that money for fifteen years (of debt payments)
...you have few options.” A finance officer discussed the method of allocating lottery
funding. This alludes to the modification of distribution practice from the ‘original

65/35’ calculations to the current methodology of allocation strictly by ADM.
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Obviously, as discussed elsewhere, this change increased the allocation to some districts,
and decreased the allocation to others.

e Theme: The involvement of the State. [F:2] [S:1]
One superintendent, discussing the lack of state investment in capital facilities, referred to
a neighboring state where there was a “much more robust, much more practical
[approach]...and a sense of investment in the long term good....” Specifically addressed
was the amount of lottery funding: since distribution depends on ADM, small counties
receive less funding than larger counties, and, as one finance officer said, “It just doesn’t
amount to enough to do anything....” Regarding the traditional division of responsibility
between the state and the county, a finance officer opined, “Everybody still clings to the
provisions of the School Machinery Act of 1933...and that’s the Depression Era!” (Note:
See Chapter Five for a discussion of this Act.)

e Theme: Other factors impacting tax revenue. [S:2] [F:2]
In addition to the value of the property tax base, administrators listed businesses or
industries in the county or lack thereof (see Ladd, 1974); the property tax rate itself, as set
by the county commissioners and subject to change; and the area of land not subject to
taxation—i.e., state or national parks. (This last comment seemed counterintuitive to the
researcher, because there would be few or no families living in those parks and
contributing to the enrollment of the schools.)

e Contradictory Theme: There are no factors other than wealth and property

value. [F:2]
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Since the disposition and cooperation of the county commissioners are known to be
important factors is facility financing, the interview participants were asked specifically if
additional funding might ever be made available, over and above the ‘normal’ annual

allocation—responses were consistent, as shown in Table 4.5.

Table 4.5

Is it easy to obtain additional funding from commissioners?

Yes No Maybe
Superintendents' response 10
Finance Officers' response 4 6

In general, those finance officers who replied ‘maybe’ accompanied their response with a
detailed elaboration regarding current economic conditions in an attempt to abrogate any
perceived criticism of the commissioners’ desire to fund public education; their answers
therefore could easily have been recorded as ‘no.” One finance officer offered the comment
that, “A lot of the push for school bonds and construction actually came from the public” (as
opposed to originating with elected officials). Superintendents also offered additional
comments, as follows:

e “They (the commissioners) are very proud of the low tax rate, and the fact that it

hasn’t changed in many, many years.”
e “There is a diminished sense of investment in public education.”
e In multi-LEA counties, commissioners apportion funds by ADM, even in the face of

differing needs.
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Overall, there has been a sense of resignation among the administrators regarding the current
condition of facilities and the possibility of mitigation at the local level. The circumstance
may be summed in three terms—homes, history, and headcount—and is recapped as follows:

Dependent on Local Resources: Most of the interview participants stated that lottery

funding met only a small portion of capital needs, public perception notwithstanding. The
value of taxable real property is the primary engine that drives funding for capital facilities.
Farmland is valued relatively cheaply, but suburbs and subdivisions can be taxed at a greater
value per acre. Large businesses—especially high technology manufacturing facilities—are
high contributors to tax coffers because of the high value of their buildings and grounds.
Counties that are largely or totally rural are at an obvious disadvantage, as they lack high-

value taxable properties.

Impacted by Long-term Patterns: In times of economic frugality, the first expenditure
to be curtailed is preventive maintenance. The next most likely ‘cost-saving’ is to postpone
building expansion and/or renovation. If these inactions continue to recur over a period of
several years, there will come a time when the facility has deteriorated to a point either of
total incompatibility with its intended function, or where the cost of rejuvenation exceeds the
value of the property.

Influenced by Average Daily Membership: Several of the administrators interviewed

gave specific evidence that, while the ability of a district to meet its facility needs depends on
the wealth of the county, the scope of that need depends in part on the enrollment and rate of
change of the enrollment. In order to further evaluate this variable, I selected five districts

near the top of the Capital Expenditures listing and five districts near the bottom (Appendix

143



1). The graphs below represent historical and projected enrollment data for these ten LEAs.

Figure 4.10 collects data for nine, and shows a fairly level trend for three districts, increasing
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Figure 4.10 Historical and projected enrollment for selected North Carolina Districts

Source: NC DPI at http://www.schoolclearinghouse.org/otherinf/ ADMFund/ADMGrowthAnalysisNC.pdf,
accessed September 3, 2013.

Note: Data for 2012-13 and prior years are historical records; data for 2013-14 and beyond are projections.
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enrollment in three districts, and declining enrollment in three districts. Data for the tenth
district, Wake County, is shown separately in Figure 4.11 due to the extreme difference in the

scale of enrollment between Wake County and the other nine districts presented for
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Figure 4.11 Historical and projected enrollment for Wake County, North Carolina

Source: NC DPI at http://www.schoolclearinghouse.org/otherinf/ ADMFund/ADMGrowthAnalysisNC.pdf,
accessed September 3, 2013.

Note: Data for 2012-13 and prior years are historical records; data for 2013-14 and beyond are projections.
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discussion. It will be noted that the ADM shown in Figure 4.10 ranges from slightly over

1,000 to slightly under 9,000, an array of 8,000 students. In figure 4.11, the range for Wake

County is from approximately 110,000 to almost 170,000 students, or an array of 60,000.
The observed trends of ADM are noted in Table 4.6. Data beyond 2013 are

projections by the NC DPI based on the cohort-survival method, and may not be accurate.

Table 4.6

Enrollment Trends in Ten Selected North Carolina Districts

ADM Trend
'High Expenditure' Districts Historic Projected
Sampson Increasing Declining
Franklin Increasing Declining
Mooresville City Increasing Increasing
Elkin City Steady Steady
Wake Increasing Increasing
'‘Low Expenditure' Districts
Halifax Declining Declining
Camden Steady Declining
McDowell Steady Declining
Chowan Declining Declining
Montgomery Declining  Declining

The two most highly volatile districts—Wake County, which is expected to gain more than
2,400 students per year in the next eight years, and Halifax County, which is expected to lose
more than ninety students per year in the next eight years—are selected for further
discussion. Obviously, the need for new construction in Wake County is apparent; the
Facility Needs Survey (2011) indicated a total of 1,161 teaching stations in mobile or

modular units in use in the district, despite the herculean building program currently
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underway. However, the plight of districts with shrinking enrollment is more insidious, as
discussed by several of the interview participants. For example, Halifax County has at least
four school campuses which have been closed and abandoned due to reduction of population,
but which still represent a maintenance expense—and a security risk—to the district.
Students are consolidated into the remaining schools, which often are in need of renovation
and/or reconfiguration to accommodate different grade levels or to adapt to current
curriculum and pedagogy. However, state funding for capital facilities (the Lottery) is
apportioned according to headcount, so districts in which the ADM is shrinking are year by
year receiving less and less funding to adapt their schools to current needs, much less to
perform preventative or scheduled maintenance. In such a downward spiral, students are
removed from the schools perhaps because of (perceived) inadequacies of facilities, which
lead to reduced funding for facilities as determined by dollars per child, which in turn lead to
further deterioration of those facilities.

The survey phase and the interview phase of this research have contributed to an
understanding of the reasons why differences in capital facilities exist, both within districts
and among districts. The next task is to determine how these differences are addressed,
explained, perhaps defended, and ultimately ameliorated.

Research Question 4

What political and fiscal strategies do district superintendents and chief finance
officers utilize to compensate for differences in capital facilities?

Prior to an in-depth discussion of strategy, the research focused on ascertaining the

degree of familiarity of the various stakeholders with aspects of capital facilities. From the
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survey, it was determined that district administrators felt themselves to be very familiar with
the process of funding for capital facilities (Figure 4.12), while the respondents expressed
more varied opinions of the familiarity of their citizens with the facility needs of their
schools (Figure 4.13). Overall, superintendents were more confident of their own knowledge
of the funding procedures than were the district finance officers. Both classifications of

administrators agreed that public awareness of capital needs was probably more vague.
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Figure 4.12 Responses to the Survey topic: “Respondents are familiar

with the funding process for capital facilities.”

The survey also asked administrators to address whether the current source of funding
for capital facilities is fair and equitable (Figure 4.14). Given that the majority of such
funding is derived locally—from property tax and partial-cent sales tax—the relative wealth

of the district is the primary determinant of the available funding for school facilities. There
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Figure 4.13 Responses to the Survey topic: “Citizens are familiar with
capital facility needs of schools.”
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Figure 4.14 Responses to the Survey topic: “The process of funding
capital facilities is fair and equitable.”

was a wide-ranging response to this topic; while only a few respondents “strongly agreed”

with this value judgment, significant numbers were recorded in the other four alternative
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categories. Surprisingly, about one-third of the chief finance officers were ‘on the fence;’
neither agreeing nor disagreeing with this topic.

All of the administrators who were interviewed agreed that inequities of capital
facilities do in fact exist, but there were marked differences in the ‘political and fiscal
strategies’ utilized to compensate for—or even to recognize—those variances, either within
the district or between one’s own district and others in the state. Chief finance officers and
superintendents offered the following comments regarding intra-district variances:

e Theme: Deny or ignore the problem. [F:2] [S:3]
One finance officer observed that this is not a problem because there are only a few
schools in the district. Another opined that it is not a problem because “we do not focus
on that.” A superintendent of a relatively small district reported that past complaints of
differences in facility condition—primarily along socioeconomic and racial lines—were
eliminated when the district reorganized and assigned a given grade level to one school
only. Another superintendent opined that “we cannot compensate for lack of funding.”
Another superintendent expressed a need to keep open lines of communication and tell
the public, “We’re getting our fair share.” This becomes even more problematic in
counties having more than one school district. According to the superintendent, funding
is “mainly on per-pupil...allocations,” so differences in wealth between rural, suburban,
and/or urban LEAs within the same county are not mitigated.

e Theme: Prepare a plan for future solutions. [F:3] [S:1]
Several finance officers talked of making a prioritized listing of needed repairs and

renovations, and resolving those needs in sequence. In general, the administrators had no
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problem with allocating more funds to one school than to another, if needs were greater at
that first school. In one LEA, however, the available funds were divided equally among
the several geographic districts (each having a high school, one or more middle schools,
and elementary schools) and the district leadership participated in further allocation of the
funds. In some cases, schools of certain grade-levels (e.g., high schools) had been
recently renovated, leaving schools of other grade-levels in need—and awaiting funding.
One superintendent advised, “Look at the one with the most need...look at the
data...always going out, really checking the schools, and [then] you have to prioritize.”

e Theme: Emphasize other aspects such as student achievement. [F:1] [S:1]
One finance officer elucidated, “...our students are not lacking in performance because
we have [a high] percent in our graduation rate...we have Schools of Distinction and
Academic Growth every year, so it’s got to be more than just the building that’s keeping
our students...kind of like our camouflage for why our buildings are not brand new—
look at our student achievement.”

o Theme: Enlist ‘others’ outside the educational community for assistance. [S:5]
Most frequently, superintendents report collaboration with community organizations and
businesses to seek support and funding assistance. One superintendent characterized his
involvement as “maximizing collaboration” with civic and business organizations in the
various communities of the district, in order to elicit financial and in-kind assistance for
the community schools. Another superintendent reported the donation of a $1.5 million
athletic practice facility by a local business. One superintendent espoused the building of

a personal relationship, one-to-one, with the county commissioners. (Apparently, this
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would serve to elicit more funding from the county, but how it would achieve more
equality of facilities is not clear.) And another superintendent discussed the creation of a
parent/community advisory committee, involved in decision-making. This administrator
thought it important “to engage both with elected leaders and other community leaders in
both conveying information about the status of needs of the district, and also to problem-
solve collectively.”

The following responses were offered regarding interdistrict variances.
e Theme: Deny or ignore the problem. [F:5] [S:3]
One superintendent said, “I do not know that too much comparison has been going on
with neighboring counties,” and another opined that, “It is not advantageous to illuminate
those differences; denigrating any other district is of no value.” A finance officer
explained that facility inequalities are due to differences in enrollment and rate of change
in enrollment (i.e., factors beyond the administrator’s control). Another finance officer
expounded that “...it’s easier to compare schools within our district, or funding from a
historical perspective. Like when we had critical needs funds back awhile [allowing
comparison of investment in facilities] during different periods of time.” Or, as one
administrator suggested, sometimes old facilities can be called ‘historic facilities.’
e Theme: Emphasize other aspects such as student achievement. [F:1] [S:2]
A superintendent plans to emphasize academic achievement, grants, awards, or
recognition of any type (to direct attention away from comparing facilities). A finance
officer chooses to emphasize the low tax rate.

e Theme: Prepare a plan for future solutions. [F:1] [S:1]
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A finance officer said, “Most of the time, when they ask about something [a perceived
shortcoming relative to another district], it’s on that facility plan.” The expectation is to
alleviate criticism by showing awareness of the problem.

o Theme: Enlist ‘others’ outside the educational community for assistance. [S:2]
One superintendent suggested to county commissioners that they ask other districts how
they are funding capital facilities. In response to public criticism, one superintendent
would tell citizens to spend their money in local stores, rather than shopping elsewhere,
so that, as the administrator stated, “...your sales tax is generated here, increasing the
local budget, and ultimately that will filter down to us.”

As can be seen from the listing of themes under both intra-district and interdistrict
variances, comments were generally consistent. Neither contradictions nor declarations
were recorded. Responses from these administrators have run the gamut from redirecting
public attention away from needy facilities to attempting to resolve the need within the
current fiscal environment. The final research question explores the administrators’
willingness to forge into new territory.

Research Question 5

What modifications to the methodologies for funding capital facilities are district
superintendents and chief finance officers willing to suggest, advocate, or implement?

Prior to advocating change, it is appropriate to consider if the current methodology is
satisfactory. Survey question 10 asked if existing levels of funding for construction of
capital facilities are felt to be adequate; responses are tabulated in Figure 4.15. Not

surprisingly, 44% of superintendents and 39% of finance officers reported “very inadequate;”
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Figure 4.15 Response to the Survey topic: “Are current funding levels for
capital facilities adequate?”
42% of superintendents and 42% of finance officers reported “inadequate” funding levels.
Recognizing a problem, however, is but the first step in rectifying the situation.
Survey respondents were provided an opportunity to describe their recommendations for
allocating funding for capital facilities in their own words; twenty-seven superintendents and
twenty-eight finance officers responded. The most common or most thoughtful ideas are
listed in Appendix M. (See Chapter Five for suggested implementation of some of these.) In
summation, the comments addressed the following major topics:
e Local changes—the school board should have taxing authority; the budgeting and
funding process should be streamlined and more transparent.
e State changes—Ilottery funding should be allocated based on original criteria (the

65/35 distribution, which is good for some LEAs but reduces funding for others), not
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redirected for other uses, or entirely used for construction in lieu of other programs;
distribution of partial-cent sales tax revenue should be on a per-capita basis, not by
point of sale; a state evaluation of existing schools should be accomplished at certain
intervals with needs to be funding by priority (a state bond issue?).
e Overarching changes—funding should be based on need, not ADM.
Although fewer than half of the survey respondents completed this ‘open-ended’ question,
the similarities of their comments are remarkable.

Two of the survey questions focused specifically on increased state funding (Figure
4.16) and increased federal funding (Figure 4.17). Respondents expressed the opinion that,
generally, more funding should be provided, but the administrators were somewhat more
hesitant to seek federal funding than state assistance.

A disinterest in—perhaps even a disdain of—federal programs was revealed
throughout the interviews, in contradiction of the survey findings. Four of the twenty
administrators interviewed indicated either that they had eschewed a federal program, or
would strongly consider doing so, because of excessive bureaucratic paperwork involved.

A case in point is the underutilization of Qualified Zone Academy Bonds (QZABs), through
which LEASs are encouraged to search for loans for school renovation, with certain federal
compensations to the lenders in lieu of interest. In the past few years, over $68.6 million in
QZAB authorization has expired unused, and over $36.3 million is currently available but

unrequested (see Appendix N).
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Figure 4.16 Responses to the Survey topic: “The State should provide
more funding for capital facilities.”
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Figure 4.17 Responses to the Survey topic: “The Federal government
should provide more funding for capital facilities.”

The main thrust of the interviews was to address Research Question 5 in much greater

detail, following up on the insights gained from the survey. Initially, the participants were
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asked if they found facility funding to be inadequate. All ten superintendents and all ten
finance officers answered in the affirmative. The interview then proceeded with a series of
questions regarding funding sources, with responses as listed below:
Q: What changes to funding methodology would you advocate at the local level?
e Theme: The Board of Education should have taxing authority. [F:2] [S:1]
While many states allow this, North Carolina does not. It is unclear if other departments
of local government should also be granted taxing authority, but such an expansion would
appear problematic.
e Theme: There should be flexibility to move funds between Current Expenses and
Capital Expenses budget items. [F:1] [S:0]
Or (Contradictory Theme), the two funds should be kept separate... [F:1] [S:0]
“because when it is coming out of one pot of money, the priority is not to build
something when you can use those funds for personnel.”
e Theme: Funding according to need. [F:2] [S:0]
Allocate (in multi-LEA counties) a fair share based on need, but each district gets
something. This administrator, while opposed to distribution according to headcount
alone, advocated that each district receive some funding, even if a token amount.
Regarding planning facilities based on projected growth, one administrator confided that
the county commissions were sometimes reluctant to provide funding based on
‘estimates’ of future need, but preferred instead to react to situations as they could be

definitively quantified.
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e Theme: Keep a fund balance to meet future need. [F:2] [S:0]
While agreeing with the homily to ‘save for a rainy day,” districts may find difficulty in
following that advice in the midst of continuing economic thunderstorms. However,
another finance officer specifically praised the county commissioners for retaining a fund
balance, with which they were able to resolve some capital needs during the recent
economic downturn.
e Theme: Create a funding formula for county funds distribution... [F:0] [S:2]
But (Similar Theme) Adjust the formula periodically for enrollment growth. [S:1]
Several administrators expressed their discomfort due to not knowing the potential
amount of local funding. Instead of the commission allocating a specific amount to
schools each year, these administrators suggested that a fixed percentage of revenues be
assigned to the various county agencies. This would preclude an ‘arbitrary’ reduction of
one agency’s funding to support another agency.
e Theme: Relationships with elected officials and with the public. [F:2] [S:3]
One finance officer advocated the development of partnerships with businesses and other
municipalities to support building. Another finance officer said emphatically, “We need
elected officials willing to raise taxes,” and a superintendent opined that the voters should
“elect officials who have the capacity to look with a broad view and understand the
importance of public education.” One superintendent advocated that voters adopt the
partial-cent sales tax if the district has not already done so. Another superintendent
desired that the commissioners increase the share of the Land Transfer Tax provided by

the county.
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Q: What changes to funding methodology would you advocate at the state level?

e Theme: No change; everything is fine. [S:1] [F:1]
As one finance officer said, “We’re taxed enough.”

e Theme: There should be more funding from the state. [S:7] [F:5]
Another state bond referendum was suggested by three superintendents and one finance
officer. [The last state-wide bond was in 1996 and provided $1.8 billion for capital
facilities, which was allocated among the LEAs according to need and ADM.] One
finance officer suggested that there should be a state-wide school building program, with
funds distributed per ADM (contrary to other administrators who espoused needs-based
distribution). One superintendent advocated a combination of state and local funding for
capital projects: local funding alone is inadequate in some districts, such that “when the
capital needs are based solely on local resources, then there will be ‘haves’ and have-
nots,” according to the superintendent. One superintendent opined that the state should
provide more funding specifically for technology; another mentioned funding for safety
and security. [Recent legislation (S.L. 2013-360, “The Appropriations Act,” SB 402) has
in fact provided additional funding for ‘digital learning’ and for panic alarms and
resource officers in schools.] One superintendent suggested that a higher percentage of
lottery funds should be allocated for capital projects and a finance officer suggested that
the state should stop reducing the capital projects share of the lottery to fund current
expenses. [Currently, a higher percentage (than in the original legislation) is provided for
early childhood education and the More-at-Four program, reducing the amount provided

for construction.] A finance officer suggested that the state should fully fund those things
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for which the state is responsible; then, counties would have more money available for
capital projects. [This is a critique of recent action by the General Assembly to reduce
funding for certain current expenses—teacher allotments and teacher assistants’ salaries,
for example—which forced local boards to attempt to make up (at least some of) those
reductions.] One finance officer suggested that the state should stop wasting money by
adopting and then discarding programs. [This administrator opined that curtailing a
‘wasteful” activity would allow funds to be redirected to construction of schools. ]
e Theme: Funds should be distributed according to need. [S:3] [F:0]
One superintendent expressed approval of distribution based on wealth of the district and
tax effort. [Tax effort—when greater than the state average—is often used as a
benchmark by which to provide additional state funding. See Appendix A.] Regarding
supplemental funding for rural areas, one superintendent expressed a need for “effort
from the state level to equalize capital funds across the state...and recognize the needs of
very small counties....” [Currently, all state funding for capital facilities is based on
ADM, not on need or circumstance.] Once funding is allocated to the district, one
superintendent wanted more leeway to allocate low wealth funding (or any funding)
among different usages. [Supplemental funding to low wealth districts, or small
districts, or for remote schools, has been made to meet current expenses but not capital
expenses; usage has been limited to specific purposes.]

Superintendents voiced several complaints about the existing system for funding

capital facilities; among those were “Capital outlay needs across the state is probably one of

the most glowing deficits that we have” and “There is only so much that my community can
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do, but they are taking more and more (funding) away categorically....” One superintendent
commented that the public should realize that lottery funds meet only a small portion of need,
and quipped, “The only way you can build a school with lottery money is to buy a ticket and
win.” Another superintendent opined that we need “elected officials who take pride in
public education.”

Q: What changes to funding methodology would you advocate at the federal level?

e Theme: No involvement; not a federal responsibility to fund schools. [F:3] [S:3]
e Theme: Limited involvement. (see frequency below)
Federal grants for capital projects. [F:1]

Federal funding for school technology. [F:1] [S:1]

[This could perhaps take the form of assistance in extending broadband coverage and

distance education programs into rural and/or geographically inaccessible locations.]

Funding specifically for exceptional children. [S:1]
Funding specifically for renovations. [S:1]
Federal assistance to finance state bonds. [F:1] [S:2]

[In a way, this is already in place through the ARRA, in which the federal
government makes possible no-interest or low-interest loans for capital projects.
However, this program remains underutilized in North Carolina—see Appendix N.]
Federal funding should be commensurate to carry out requirements. [S:1]
[The superintendent referenced Public Law 94142 regarding special education
provisions, which has “significant requirements regarding facilities that have never

been funded.” Regarding Race to the Top legislation, the superintendent recognized
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that there was some funding provided for instructional purposes, but “far less than
what was needed to carry out the legislation.” Unfunded mandates seem to be not
uncommon among federal programs.]
Not sure what the federal responsibility should be. [S:1]
When asked to characterize what federal involvement in building schools might be,
one superintendent said, “Scary.” Most administrators used terms like “strings attached,”
“jump through hoops,” and “red tape,” and feared that there would be too many guidelines
and standards. One superintendent foresaw the possibility that federal funding would result
in a reduction (supplanting) of the local funding normally allotted.
The superintendents and finance officers were also asked to comment on ‘equality’
and ‘adequacy’ as descriptors of capital facilities, with responses as listed below.
Q: How important is it that capital facilities be funded equally, district to district?
e Theme: Equal funding is important. [S:1] [F:6]
One superintendent, describing adequacy, said “It’s important to have a base foundation
level that’s acceptable to all.” A finance officer agreed that equity was important, but
how it is done is another question. Another finance officer declared “Every child across
the state should receive the same amount of money for facilities, regardless of where it
comes from” (horizontal equity). Explanation: “If local funding is low, there is a better
chance at federal funding.”
e Theme: Funding based on need is important. [S:5] [F:3]
One superintendent specifically stated that capital funding should be based on needs and

priorities. Another offered the opinion that “The state bond...years ago...was good
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because the poor districts got...easier access to the money” (i.e., vertical equity). Other
relevant comments were “Equal does not mean equitable; it should be based on need, not
numbers,” and “You can’t just spread dollars out equally. Look at where the needs are.”
Another superintendent opined that there should be equity in educational opportunity, not
necessarily equity of funding. A finance officer observed that unequal funding is needed
to ‘close the gap.” Another finance officer said funding should be “equitable to the
situation—I wouldn’t be upset if it’s not equal.” And another maintained that
“Everybody should have equal facilities, whether they’re a wealthy county or a low-
wealth county.”
e Contradictory Theme: No importance. [S:2] [F:2]
One superintendent observed that teachers are more important than facilities; therefore
he/she would increase teachers’ salaries rather than expending large sums on capital
projects. Another commented that facility funding cannot be 100% equitable. One
finance officer avowed that it is not important to compare one district to another, and
another stated that funding is a local decision.
The majority of these comments, taken together, advocate an inequality of funding
(based on need) in order to attain an equity of outcome—educational opportunity. There was
little support for funding based solely on ADM. In some cases, the finance offices exhibited
a more traditional philosophy regarding funding—supporting local control and funding by
ADM-—than did the superintendents, but others still recognized the benefits of funding

relative to needs.
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Q: If facilities are ‘adequate,’ is that an appropriate measure?

e Theme: How is ‘adequacy’ defined? [F:3] [S:0]
Finance officers responses included “If it supports the educational programs, yes,” and
“Yes, if it’s 21* century (regarding technology infrastructure).” Embracing the concept
of local determination, another finance officer declared that “What is adequate can be
determined only by the people who work in that school system” (their perceptions).

e Theme: Adequacy as a starting point. [F:2] [S:7]
“No,” according to one finance officer, “because you always want to be better than
adequate.” Another avowed, “Adequate only means livable to me, which means bare
minimum.” In a similar vein, two superintendents declared that ‘adequate’ is not good
enough. The following are quotations from five other superintendents.

“What’s important is, ‘Are we meeting the needs of the kids?’”

“That 1s sufficient if all we want to do is remain at the status quo.”

“I think that ‘adequate’ many times means ‘at the lowest level required by law.””

“I just don’t want a teacher who 1s ‘adequate;’ | want a teacher who strives above and
beyond. Does the county or the state truly have it (education) as a priority, or
are they just looking at providing ‘adequate’ funds to make sure we’re just
average?”

“No, we need to get beyond apologizing for having comfortable, attractive, and
modern facilities for our children.”

e Theme: Adequacy as a goal (per Leandro). [F:1] [S:0]
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One finance officer stated that once a point of adequacy is reached, then equity is not
important.

Again, the superintendents were a little less traditional than the finance officers, and
were more comfortable moving away from the concept of adequacy as a parameter. They
envisioned adequacy not as a goal, but as a starting point, and educational resources that are
beyond the adequate are worthy of praise, not apology.

Q: Is greater equality of facilities among districts an appropriate measure?

e Theme: Focus on the Students.

This response category was totally the purview of the superintendents. The following
quotations were recorded.

We should ask, ‘What does that school need?’—not in comparison to what another
school has.

“Sometimes you can be equal, but you’re still not meeting the needs of children.”

“If there’s provision that would meet the needs of all students, it may mean inequality
in terms of funding.”

“There should be a standard in place for all school districts...we don’t want to pit one
community against the other—everybody loses. I certainly don’t begrudge
one community for having excellent facilities for their children.”

Interestingly, the superintendents have rejected not only ‘adequacy’ but also ‘equality’ as
a measure of schools and school funding. As a group, their focus is on the congruency
between the facility and the needs of students within the given curriculum. Schools

should not be equal, if “equality means cookie-cutter,” as one superintendent remarked,;
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schools need their own identity...their own ‘personality’ to be of maximum effectiveness.
Another superintendent advised that the appropriate criterion is not some (arbitrary
dollar) number, but rather “what are the needs of the children?”” In summary, schools
should be designed, constructed, staffed and organized in a way that permits those
students to have the best opportunity for success, to the extent to which those students are
capable; comparison to another school is irrelevant.

e Theme: Greater equality is appropriate.

All the finance officers were in this category of response. Several replied directly that
need is not satisfied by ‘just the basics.” One finance officer opined that deficiencies
should be rectified so facilities will have as much equality as possible. Another declared
that “One district should not be more important than another district.”

It should come as no surprise that finance officers are more focused on dollars than
are the superintendents—it is, after all, their job. One finance officer lamented the
futility of achieving equity as akin to ‘shooting at a moving target;’ as Soon as one new
school is built, the criteria for everyone changes. Another recognized that ‘mere
adequacy’ might rob a student of attaining his/her full potential: “We might have the next
person...to discover a cure for cancer”. Another finance officer confirmed that ‘more’
funding should go to a district with substandard facilities in order to “level the playing
field.” In essence, these administrators embraced the concept of inequality of funding—

leveling up—in order to provide more parity of facilities within and across districts.
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Superintendents and finance officers affirmed the importance of capital facilities. As
one superintendent remarked, “Secondarily to the instruction in the classroom, | would
probably tell you...most superintendents would tell you that the facilities are the next biggest
issue. Budget and facilities, they go hand-in-hand; you can’t separate the two.” Several
administrators took pains to establish the differentiation between ‘equally’ and ‘equitably’
regarding the application of funding and the results of such funding. Several also
emphasized that equal funding did not necessarily lead to equal results, nor would equal
funding ever alleviate the historic accumulation of deficiencies borne by some districts.
Summary

The research has found varying opinions and perceptions among school district
administrators, few of which were especially unexpected. In the survey phase, topics
regarding theoretical equality of facilities and funding sources for facilities received
generally consistent responses from superintendents and finance officers; responses
regarding the actual equality in the respondents’ districts showed more variation (see
Appendix O), in that appraisals of elementary schools differed by 15%, middle schools by
14% and high schools by 20%. Survey data and interview data were combined to respond to
the five research questions, as listed below:

RQL1: The relationship of capital facilities to educational goals. Administrators
emphasized student achievement but also recognized facilities’ impact on faculty and staff
recruitment and retention, on community support for academics, on feelings of safety and
security among students and staff, and on the long-term public good in attracting business

and industry.
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RQ2: Shortcomings which are detrimental to educational goals. Among the factors
mentioned were the age of facilities, the need for repairs and renovations due to a long
history of deferred maintenance, the need for new construction due to enroliment growth, and
the need to accommodate new technology.

RQ3: Reasons for differences. In addition to the obvious—real property value and
tax policy—focus was directed on the disposition of political leaders and the voters to
support education, the lack of state investment in capital facilities, and the tendency to cling
to historic funding patterns notwithstanding the diverging fiscal capacity and differing need
among the various counties.

RQ4: Strategies to compensate for differences. Some administrators professed that
inequities were not a problem, or should not be a focus of attention, or that there was no
value in such comparison. Some choose to divert public attention from differences in
facilities by emphasizing positive attributes of the district—student achievement, teacher
compensation, grants or awards, etc.

RQ5: Modifications to the funding system. There was a small minority of the
administrators who opined that no significant changes were necessary, but most finance
officers and superintendents suggested substantially similar modifications, as developed in
depth in the interview phase. The prevalent concepts of those participants are as follows:

e Current funding levels are inadequate to meet capital facility needs. [20 agree]
e Local governments are doing all they can reasonably do to provide funding for capital

facility needs. [17 agree; 3 disagree]
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e State government should provide more funding for capital facility needs.
[16 agree; 2 disagree; 2 unclear]
e Federal government should not be involved. [13 agree; 7 “only limited”]
e Funding for capital facilities should not be based solely on number of students, but
rather on the ‘need’ of the school or district. [17 agree; 2 disagree; 1 unsure]
e Facilities should support an equality of opportunity for all students.
[16 agree; 2 disagree; 2 unsure]

In general, the opinions and perceptions of superintendents and of finance officers
were found to differ in one aspect: finance officers supported inequality of funding as a
means to redress historically substandard facilities, but superintendents were more focused
on meeting the needs of the students at a given school, regardless of the quality of facilities at
some benchmark school. Also generally, both groups rejected the concept of ‘adequacy’ as a
criterion for evaluating the school facility. Most administrators opined that adequacy
connoted a lower level of achievement, which was not sufficient to provide for all students
the level of opportunity consistent with their capabilities.

One district administrator offered the following (spontaneous) comment as the
interview was about to conclude: “I just want to say, after going through this conversation, |
am evermore aware about the need to come to some sort of a better understanding of the
needs of districts...individual LEAs...state-wide needs around capital facilities. That’s one
(topic) we have not talked a lot about.” Indeed, this research was undertaken in the hope that
it would focus attention on the inequality of capital facilities across districts, and perhaps

lead to the mitigation of that situation—a “transformative outcome” as noted in Chapter One.
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If, in the business vernacular, ‘awareness precedes change,’ it appears that the first step has

been taken among the superintendents and finance officers who participated in this research.
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CHAPTER FIVE
DISCUSSION

This research began with the exposition in Chapter Two of five themes surrounding
equality of capital facilities, continued in Chapter Three with descriptions of the
methodology employed to pursue the themes with temporal relevance in North Carolina, and
resulted in the research findings displayed in Chapter Four. Unlike much of the research
described in Chapter Two, this study did not attempt to determine quantifiable correlations
between capital facilities and educational achievement. However, district superintendents
and finance officers did express their conviction that such a link exists. While prior rigorous
research focused generally on test scores as the dependent variable, superintendents and
finance officers addressed qualitative aspects such as safety of the facility (especially
relevant due to recent events), public support of education, and the role of school facilities in
attracting business and industry to the community.

Research participants also opined that capital facilities impact other educational
aspects (confirming earlier research) such as the recruitment and retention of teachers (see
Buckley, Schneider & Shang, 2004, 2005; Schneider, 2003). Unmentioned by the
administrators—as an impact of capital facilities—were such aspects as the effectiveness of
teachers (see Earthman, 2002; Johnson, 2006), and student attendance and drop-out rate (see
Pittman & Haughwourt, 1987).

Cotton’s (1996) study and subsequent similar work reported in Chapter Two had
addressed the deleterious effects of overcrowding on educational success (see also National

Center for Education Statistics, 2007, discussed in Chapter Two). As shown in Figures 4.10
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and 4.11 and in Table 4.6, various North Carolina districts currently experience marked
growth or decline in membership. Interview participants commented especially on the
growth of enrollment as a significant factor impacting quality of facilities, and emphasized
the problematic effects of the resulting overcrowding.

This study addressed one topic which was not generally represented in the existing
research: the within-district equity of capital facilities, as opposed to equality of funding for
current expenses. Both the survey phase and the interview phase revealed that there were
significant differences in school facilities within a given district. Much of the earlier
research had addressed the positive effect on various facets of educational achievement
linked to repairs and renovations in school facilities; Zulli, Lighthall, and Carruthers (2007)
had studied that impact specifically in Wake County, North Carolina. The research
participants opined that the main cause of intra-district inequality was disparity in age of the
facilities (Table 4.4), indicating that extended inattention had resulted in an extreme variation
in building condition. In the personal experience of the researcher, construction projects are
normally either a ‘new school’ or a ‘renovation of one or several schools;’ rarely are the two
types combined. Disparities over time are thus perpetuated, notwithstanding the cited
research regarding the benefits of renovation and rejuvenation.

Local Responsibility

All the previous pages of this study, however, can be summarized as follows:
Responsibility for school capital facilities rests in local hands, and local authorities are not
doing a particularly successful job of it—if state-wide equality of educational opportunity is

a measure of success. Such a conclusion is not unique to this inquiry only; Kirst and Wirt
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(2009) opined that a widespread loss of confidence in local educators and local boards led to
the Elementary and Secondary Education Act of 1965 and to No Child Left Behind in 2001.
It is a relevant question still today: how much power and responsibility should rest locally,
and how much should be shouldered at a higher governmental level?

Intuitively obvious and supported by the research described above, counties cannot
(except in very limited ways) choose whether they are ‘rich’ or ‘poor.” Wealth is often
determined by geography, location, topography, transportation routes, climate, natural
resources, and other factors too numerous to list, including random chance. To expect all
counties, within their own resources, to fund schools that are similar enough to provide equal
educational opportunity to all students is ludicrous. The response to this situation has been
(under judicial mandate) to fund schools that are ‘adequate’ (or just good enough) to meet
moderate criteria, and ignore the relative disadvantage which students of such schools must
overcome in competition with students of more affluent districts. Given the financial
limitations of various counties across the state, and the legal limitation at the federal level—
‘education’ is not mentioned in the U.S. Constitution—it would hold that more involvement
must be assumed by the State. Cooper and Fusarelli (2009) report the ever-increasing
activism by the state in all aspects of educational reform, including “the education of students
with special needs, and the push for higher standards, more intensive assessment, and greater
accountability” (p. 2), given state determination of “the curriculum, teacher licensure or
certification requirement, and other important policies such as class size, graduation

requirements, assessment of student performance, and school accountability measures” (p. 4).
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It is time, | advocate, for a broadening of state authority to include an increased involvement
in the funding of the school building as well.

This would be, of course, in direct contradiction of both historical and current
statutes. The antecedent of the division of financial responsibility between the state and the
county is traced to the School Machinery Act of 1933 (Senate Bill 156 of that year), which
appropriated sixteen million dollars ($16,000,000) for a “state-wide eight months public
school in place of the present six months and extended terms...” and provided that such
funds would be used for meeting the costs of “(1) General Control, (2) Instructional Services,
(3) Operation of Plant, and (4) Auxiliary Agencies.” The Act further provided that
expenditures designated as Maintenance of Plant and Fixed Charges were to be funded by
fines and taxes collected by the county and from “all other sources except State funds.”
Subsequent reenactment of the Act in 1935, 1937, 1939, and 1941 expanded the description
of the operational costs as follows:

e General Control: Salaries and travel expenses of the Superintendent; salaries of
clerical assistants and office expenses of the Superintendents; per diem expenses of
county boards of education; and audit expenses.

e Instructional Services: Salaries of teachers and principals; instructional supplies.

e Operation of Plant: Wages of janitors; fuel, water, light and power; janitors’ supplies;
telephone expense.

e Auxiliary Agencies:

o Transportation: Bus drivers and mechanics; gas, oil, grease, parts, tires, and
similar parts; replacement buses; compensation for injuries and/or death of
school children.

o Libraries

o Health (added in 1937)
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The current embodiment of this Act is found in GS 115C-408(b), which provides that
...t is the policy of the State of North Carolina to provide from State revenue
sources the instructional expenses for current operations of the public school
system...[and] that the facilities requirements for a public education system will be
met by county government.
However, state financial support for payment of current expenses has often been reduced due
to economic conditions. In recent years, the General Assembly has allocated funds for the
current expenses of public education but then required the LEAs to make ‘discretionary
reductions’ in the funding amounts (see Table 5.1 for abbreviated data and Appendix P for
expanded data). In fiscal year 2012-13, that adjustment resulted in a loss of $359.7 million,
prorated among the districts statewide. In the biennium 2013-15, a reduction of $376.1
million was ‘eliminated’ each fiscal year by “(1) providing additional General Fund support

to lower the recurring amount of the Adjustment, and (2) reducing specific allotments in

Table 5.1

Adjustments to State Appropriations for Current Expenses ($)

FY 2009-2010 FY 2010-11 FY 2011-12 FY 2012-13
Total Appripriation  7,870,756,037 7,869,675,288 8,344,691,464 8,527,008,867
LEA "Adjustment" (225,000,000) -2.94% (304,774,366) -4.03% (428,991,908) -5.42% (359,738,508) -4.40%
Fund Requirements  7,645,756,037 7,564,900,922 7,915,699,556 8,167,270,359
Students Allotted 1,464,914 1,475,668 1,480,991 1,492,793
Adjust / Student S (153.59) S (206.53) S (289.67) S (240.98)

Source: http://www.ncpublicschools.org/fbs/resources/data/#highlights
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approximately the same proportion as school districts have done” previously (North Carolina
General Assembly, 2013).

While growing in dollar-value, state funding for education has shrunk from 45.5% of
the total budget in 1989-90 to 40.6% in 2003-04, to 37.3% in 2012-13. Several of the
interview participants opined that their counties were forced to provide increased funding for
current expenses of the schools, and for that reason had fewer funds available for capital
facility needs, including preventative maintenance, repairs, and renovations.

The results of this research among district superintendents and finance officers
supported increased state involvement. In most cases, it was noted that county governments
have reached the limits of financial support—due either to a lack of real property tax base or
to an exhausted capacity to incur additional debt. Any assistance from the Federal
government would have, as one district finance officer suggested, “too many strings
attached,” and such involvement has often gone unutilized. State action, therefore, is the
only remaining alternative.

| propose a somewhat radical approach to addressing inter-district inequality, and a
simpler but no less beneficial recommendation for reducing intradistrict inequality. | address
the simpler problem first.

Resolving Inequality within Districts

Local authority has total responsibility in determining the need for renovations or

additions to schools, or for new construction of school buildings (G.S. 115C-521). Neither

state government nor the federal government has any authority over these matters. If

176



intradistrict inequality exists, it is therefore the responsibility of the district administration to
resolve it; the condition may be rectified simply by a policy of incremental improvement.

No Giant Steps. Human culture has long been enamored with giants, as in biblical
stories or children’s games, in Armstrong’s “one giant leap for mankind,”" or in “sitting (or
standing) on the shoulders of giants,” per Hawking or Newton or John of Salisbury or other
predecessors lost in history?. However, in matters of intradistrict school equality, taking
‘giant steps’ is observably counterproductive. This research has shown, in many instances,
that capital facilities are utilized for decade after decade with only minimal improvement.
Then, when population pressures cannot be otherwise managed, a new school is constructed
to relieve the overcrowding burden on the existing structure. It is a ‘giant step’ from the
condition of the original facility (which remains in use, with a reduced enrollment) to the
modern edifice with all the accruements of current technology. The inequality is extreme, as
is the feeling of inferiority—of being short-changed—among the students, teachers, and staff
of the original structure. The policy implication is clear: districts should make no giant steps.
Rather, new construction should not be undertaken without a concurrent endeavor to effect a
significant improvement upon the existing facilities in the same grade-range. This may
require a redirection of part of the construction budget of the new facility into parallel

projects to upgrade the condition and infrastructure of existing capital facilities, or (even

1" Astronaut Neil A. Armstrong, Apollo 11 Commander, from the Lunar Module as it rests on the
lunar surface during his historic moonwalk in July 1969: “That’s one small step for a man,
one giant leap for mankind.” (The article “a” is added to the commonly recognized wording
per http://mww.space.com/17307-neil-armstrong-one-small-step-quote.html)

2 Who was the originator of the “shoulders of giants” quotation? See the discussion at
http://www.aerospaceweb.org/question/history/q0162b.shtml.
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better) an increase in the overall budget in recognition of the need to improve the existing
buildings and grounds. Interviews with district superintendents and finance officers indicate
that some make an effort to do this—perhaps without consciously defining it as a policy—»but
to most, it remains an unrecognized concept.

Recommendation for Practice. The North Carolina DPI should provide guidance to
LEAs as they undertake school construction projects, to evaluate existing schools of the same
grade-range and to improve those schools as appropriate. Administrators of LEAs should
instigate a policy of maintaining equality among district schools, without taking ‘giant steps’
of facility improvement.

Resolving Inequality between Districts

Just as interstate commerce is a legitimate interest of the federal government, so could
educational facilities from county to county be a legitimate interest of the state government.
Justification lies in the doctrine that persons are impacted by the competency (i.e., the
education attained) of others, whether those ‘others’ live in the same county or not. Since
educational facilities effect educational opportunity and therefore educational success (see
Chapter Two), the capital facilities of schools should be a state concern, as are other aspects
of education—e.g., curriculum, teacher credentialing, and child nutrition.

Various scholars have addressed the increasing state role in education (see, for
example, Fusarelli & Cooper, 2009), in most facets except capital facilities. Malen (2003)
presented a history of ‘state activism’ in the local schools, and concluded that state
assumption of traditionally local responsibilities is “probably here to stay” (p. 210), even

though—due to less than universal success by both levels of government—neither can
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“assemble a policy history that makes a prima facie case for a particular division of duties...”
(p. 211). 1 would argue that, to the extent that equality of educational opportunity is a valid
concern for all, increased state involvement is necessary in the funding and construction of
schools, and in fact state involvement is the only situation through which such equality may
be realized.

According to Martin (1998), a “rationally equal funding requirement” (across the
state) would “force the legislature to immediately address the injustices of the present
system” (p. 787). If funding assistance from the State were to come to pass, the method of
allocation of such funds would be a primary consideration. Most of the interview
participants specifically addressed equity and/or equality of distribution of state funds for
capital facilities. Among the criteria which these administrators recommended (as defining
the appropriate model of distribution) were the following:

e Allocation only by ADM (horizontal equity).

e Allocation by ADM and by rate of growth of ADM.

e Allocation based on need (evidenced by the number of substandard buildings).

e Allocation based on size of district, or the rural nature of the district, or small

population, or low wealth, or some other similar factor.

When these responses were matched to the demographic data of the several districts, through
reference to the random identification number assigned to each LEA (and known only to the
researcher), it was determined that in each case, the methodology espoused by the

administrator would be the methodology most advantageous to his/her district. This suggests
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that no single method of allocation will be agreeable to all administrators; a combination or
mixture of methods might be more palatable to the majority.

Distribution strictly by ADM is the most easily accomplished and the most defensible
by historical precedence. When the Public School Building Capital Fund was first
established (1987 N.C. Sess. Laws 622, which amended G.S. 115C to add Article 38A) it
soon became colloquially known as the “ADM Fund” because allocations were distributed
strictly on the basis of county ADM. When the North Carolina Education Lottery was first
established (House Bill 1023 of the 2005 Regular Session, as amended by the 2005
Appropriations Act, 2005 N.C. Sess. Law 276) its distribution methodology reflected a
mixture of ‘straight ADM’ plus an additional funding amount based on the ‘tax effort’ of the
county. In Appendix A, those counties which had an adjusted tax rate in excess of 100% of
the state average would have received the additional round of lottery funding. What
eventually became of this distribution arrangement will be addressed subsequently.

The historical precedence of horizontal equity notwithstanding, the majority of the
interviewees advocated some sort of needs-based criteria, which will be incorporated into the
recommendations of this research. An additional finding from the interviews was the
concept that raising revenue from sales tax was more equitable than from the property tax,
because retail purchasers are comprised of a broader base of the population than are the ‘land
owners,” who are in some instances but a small portion of the populace. [This of course was
not original to the interviewees, as it has been discussed in Chapter Two.] Given these two
criteria—distribution based on need and generation based on sales tax—I formulate the

recommendation below.
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| hesitate to some extent to advocate the collection and distribution of funding for
capital facilities at the state level, due to the proven disposition of the legislature to redirect
funding away from capital facilities in times of fiscal distress—see Appendix Q for a
tabulation of this situation regarding lottery funding. Another instance of caveat emptor for
increased state involvement is the proven predisposition of legislators toward distribution of
funding per ADM, as opposed to any form of vertical equity, an example of which also
involves the Education Lottery. As noted previously, distribution of lottery funding was
originally two-fold, by ADM and then according to ‘tax effort.” Obviously, those districts
excluded from the second tier of funding expressed their displeasure, which resulted in the
representatives of those districts seeking some redress. It was noticed that the counties which
received the additional ‘tax effort’ funding were generally located in the central part of the
state, while non-participating counties were generally in the (less affluent) mountains and
eastern area (see Appendix R). As a result of this so-called geographical discrimination, the
relevant law was rewritten to eliminate the ‘tax effort’ portion of the funding formula. [I was
present in the meeting when this was discussed, but I have no written record, committee
minutes, etc. of this.] Despite these potential shortcomings, however, increased state
involvement in funding of capital facilities seems to be the only viable alternative to the
status quo, which lacks any degree of equality of facilities, and therefore any equity of
educational opportunity.

Recommendations for Practice. The purpose of this research as set forth in the
several Research Questions was to determine the opinions and perceptions of school district

administrators regarding equality of funding and equity of capital facilities, as recorded in
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Chapter Four. In the beginning, there was no stated intention of proposing an alternative
funding system. However, in the closing phase of the research, such a proposal began to
formulate itself, based on combinations of responses by many different administrators. The
following is the assembly that resulted.

Increased State Involvement in Capital Facilities funding: This proposal involves
an adjustment in the distribution of the partial-cent sales tax (Appendix S), an increase to the
State general sales and use tax rate (Appendix T), and an apportionment of the resulting
revenue based on need, rather than headcount.

Increase of state wide sales tax. The North Carolina sales and use tax general rate is
currently 4.75%; in 2010-11 the rate was 5.75% and during 2009-10 the rate varied from
4.5% to 5.5% to 5.75%. Data from the North Carolina Department of Revenue indicated
that, in 2011-12, one cent of sales tax generated $1,029,396,000 of collection (see Table T.1).
Assuming a proportional revenue generation for fractions of a cent, a half-cent increase
would generate approximately five hundred million dollars per year, which is five times the
funding provided annually by the education lottery for capital facilities, and a quarter-cent
increase would generate approximately 250 million dollars annually. | propose a quarter-
cent addition to the sales tax (bringing the general rate to 5.00%), with all new revenue
generated thereby to be annually allocated to school capital facilities, as discussed below.

Several of the interview participants offered the opinion that the sales tax is a more
democratic instrument of fiscal policy than is the property tax, notwithstanding the
characterization by McGuire and Papke (2008) that the “typical sales tax is considerably

more regressive than the property tax” (p. 366). As a consumption-based tax, the ‘burden’ of
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the tax is in fact spread among all consumers; the property tax is borne only by those
individuals who own real property. Research by Vornberg and Andrews-Pool (1998) found
that fourteen states utilized state sales tax revenue to provide for school district facilities.
The mechanism for collecting state sales tax is of course in place, and allocation of the
marginal tax suggested herein should pose no problem.

Although several administrators (in the survey and in the interviews) suggested
funding via another state-wide school bond issue, | choose to advocate an increase in the
sales tax due to the necessity of a voter referendum to approve a bond (which could possibly
be defeated), and because revenue from the sales tax increase could be distributed differently
as school conditions changed from year to year—a bond proposal generally outlines the
definitive uses of the funds which the voters are asked to approve. Naturally, if a bond is
deemed to be more politically desirable by the General Assembly, this proposed increase in
the sales tax could be used to amortize the principle and interest payments of the bond.

Modification of partial-cent sales taxes. Since every county in the state has voted to
apply the Article 40 and Article 42 local option sales taxes, I propose that the ‘school capital
outlay’ share of that revenue be apportioned statewide by ADM, rather than designated to the
county in which the sale is recorded (see Table 5.2). A more equitable distribution of the
sales tax revenue would result, which is especially important in the case of residents of an
economically distressed area who must travel to an adjacent county in order to find
appropriate shopping opportunity (as mentioned in several of the interviews).

It should be noted that the local option partial-cent sales taxes may be repealed or

reduced by applicable voter action. This opportunity might become particularly attractive in
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Table 5.2

Local Option Sales Taxes for School Capital Facilities

Restricted Portions of

Local Option Sales Taxes As of 6/30/12* As of 6/30/11**
Article 40 (30% restricted) $ 110375228 $ 102,862,349
Article 42 (60% restricted) $ 218945349 $ 206,037,712

Interest on restricted sales taxes $ 290,274  $ 542,670

Total Restricted
Local Option Sales Tax Revenues  $ 329610851 $ 309,442,731

*Source: Annual Financial Information Report at https://www.nctreasurer.com/
slg/Pages/Annual-Financial-Information-Report-(AFIR)-Forms.aspx

** Source: Memorandum #2012-16, (April 30, 2012). Vance Holloman,
Secretary, Local Government Commission

those districts to which significant additional funding is offered, and due care should be
exercised to prevent a substantive relaxation of effort on the part of taxpayers.

Selection of ‘high-need’ districts. Several of the interview participants suggested
that the DPI should instigate some sort of state-wide assessment, using standardized criteria
and uniformly trained evaluators, to determine the degree of need for capital facilities among
the 115 districts. Unfortunately, this is far beyond DPI capability given current staffing and
funding levels. An alternative methodology exists within the Facilities Needs Survey,
described previously, which is scheduled to be distributed again in the fall of 2015, with data
to be returned in early 2016. Although generally intended to generate a dollar-value of need
in several categories within each district (as reported by district personnel), an enlargement
of the scope of the input data to include more qualitative and quantitative descriptions of

each campus would be feasible. | propose that the State Board of Education appoint a
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committee of technically astute but non-political individuals to evaluate this new data and
select a certain number of high-need LEAs. The number of districts (perhaps five or ten
annually) would be appropriate for the amount of funding generated by the general sales tax
revenue increase, with selection based on need, the relative wealth of the districts, and their
‘tax effort.’

Funding to ‘high-need’ districts. Revenue would then be allotted among the selected
“high need” LEAs (leveling up) according to the ‘impact principle’—it is better to make a
significant difference in the situation of one or a few, than to make an infinitesimal difference
in the situation of the many. The funding allocated to each LEA would be further determined
by the district ‘tax effort’ as in the original lottery distribution formula, but with the amount
of funding determined on a ‘sliding scale,’ rather than by the ‘yes or no’ criteria of the
lottery. Funding remaining, if any, after the reasonable identified needs of the selected LEAS
are resolved, would be annually allocated statewide on the basis of ADM, through the Public
School Building Capital Fund, as was the corporate income tax distribution previously.

This funding is to be designated for renovation of existing facilities, including
renovations necessary to accommodate modern technology and current pedagogy, for two
reasons: the identified need for renovations is increasing significantly (see Table 5.3) and the
need for new construction (driven by increasing enrollment) is generally found in districts
which have above-average local financial resources. The exception to this ‘renovations only’
policy would apply in those instances where existing facilities have deteriorated to such a
condition that they are no longer repairable and useable for educational purposes, and the

most cost-effective solution is determined to be new construction.
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Table 5.3

Facility Needs Survey: Five-Year Needs

5-Yr Needs 2005-06 Survey 2010-11Survey o Change
(2005 dollars) (2010 dollars)

New Schools 4,327,137,980 2,814,328,286  -34.96%
Additions 2,256,214,566  1,684,746,985 -25.33%
Renovations 2,281,415,049  3,031,579,800 32.88%
Furnish / Equip 760,759,206 526,116,103 -30.84%
Land 194,332,411 112,538,602 -42.09%

Total 9,819,859,212  8,169,309,776 -16.81%

Source: Facility Needs Survey at http://www.schoolclearinghouse.org
/otherinf/FacilityNeedsSurvey/FacilityNeedsSummary2011Final.pdf

Repeat in subsequent cycles. In the next fiscal year, additional ‘high need” LEAs
would be identified as described above, and tax revenue distributed accordingly. Even if
only a few districts can be brought up to reasonable levels of parity with ‘state of the art’
facilities found in the most affluent North Carolina districts each year, | believe an incredible
difference will be observed in short order.

Precedent for this recommendation. On its face, this new funding policy may seem
contradictory to the statutes discussed herein and to the ‘standard operating procedures’ of
the state and counties. There is however precedent for state involvement in funding school
construction, and funding based specifically on need rather than on headcount: the Critical
School Facility Needs Fund of 1987 (the “Critical Needs Fund”) (Thompson, 1990).
Established in G.S. 115C, Article 34A, the Fund awarded ““grants to selected counties and
school administrative units to help them meet particular facility needs” (North Carolina State

Board of Education, n.d., pp 2/3-4). As shown in Table 5.4, there are many similarities
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Table 5.4

Comparison of Recommendation for Practice to Previous Special Provision for Funding

Capital Facilities

Provision

Critical School Facility
Needs Fund of 1987

Recommendation
for Practice

Source of funds

Funds distributed to
Application made by
Form of distribution

Grants awarded by

Need determined from

Decision made by

Uses of funds

Administered by

Approximate funding

Termination

Corporate Income Tax,
Eliminate merchant retainage
for collecting sales tax; and
Exclude some items from
property tax.

Selected Counties and LEAS
County and LEA jointly
Grant

Greatest and most critical need
in relation to available resources

Statewide school facility
minimum standards, developed
by State BOE

Commission appointed by
General Assembly

Construction, renovation,
enlargement and improvement

State Board of Education

Lump-sum initial deposit plus
$10 million / year

Repealed by SL 1995, c. 631,
s.14

Y, cent increase in
State sales and use tax

Selected Counties and LEAs
County and LEA jointly
Grant

Greatest and most critical need
in relation to available resources

Self-evaluation incorporated
in 2015 Facility Needs Survey
Committee appointed by

State Board of Education

Renovations or limited new
construction

State Board of Education

+/- $250 million / year

When parity is achieved

Note: The “Public School Building Bond Act of 1996,” the last state-wide bond for school
construction (S.L. 1995-631: HB 1100) provided $1.8 billion for capital projects.
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between the Critical Needs Fund and the Recommendation for Practice presented above.
Both programs would share the criteria for determination of grant receipt as follows: (1) how
critical the district’s school facility needs are; (2) the county’s ability to pay, as measured by
(a) the county’s per-pupil adjusted property tax base and property tax rate, and (b) the
county’s per-capita income; and (3) any critical non-school needs that may have forced the
county to divert its resources from school facility needs (NCSBE, n.d., p. 2/6). Differences
include the source of funds (corporate income tax verses sales tax) and the schedule for
termination of the program. [State collection of a portion of the real property tax as a source
of funding for this recommendation was considered but rejected due to a lack of any
precedent in North Carolina, and also due to (what may be perceived as) a unforeseen and
deleterious outcome in California—see Serrano.]

The above recommendations represent some degree of departure from current funding
procedure, although equality of physical facilities funding was proposed twenty-five years
ago by Thompson, Stewart, and Honeyman (1989). The following recommendations,
however, are nothing more than a return to the historic (as described in the originating
legislation) funding pattern, and were advocated by various superintendents and finance
officers during the survey and interview phases of this research.

Renewal of State/County Funding Patterns: Several administrators complained
that the State has been reducing fiscal support of the LEAs to the point where local funds had
to be transferred from capital projects to current expenditures. Administrators specifically

requested redress of the following issues:
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e Lottery Funding to Capital Projects. As described above and in Appendix Q, in
recent years lottery funding designated for capital facilities has decreased as funding
designated for other educational usages—More at Four, Early Childhood Education,
and college scholarships—has increased. | recommend restoring the proportion
designated for capital facilities to the share originally listed in the enabling
legislation—at least 40% of net revenue or at least 14% of gross revenue.
e Eliminate ‘adjustment’ of current expense funding. | recommend that the general
assembly appropriate funding adequate to provide for the reasonable current expenses
of the public schools system, and abstain from the recent practice of allotting and then
reducing the funding amount, as noted above and in Appendix P.
Interview participants indicated that if these two corrections to state fiscal policy were
realized, local funding for capital facilities would be much closer to adequate than is
currently the case.
Suggested Future Research

Obviously, not all aspects of equity and adequacy of school capital facilities can be
addressed in any one body of research. During the pursuit of this topic, however, several
other facets of the subject have suggested themselves, as discussed below:

Realignment of Power: Is educational policy implementation a zero-sum game—do
local boards loose power proportionally to power gained at the state level (see Malen, 2003)?
Would county commissioners reduce their funding to boards of education proportionally to

reductions in their power? Are local autonomy, school-based budgeting, and on-site
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management only myths, due to the complexities of decision-making being concentrated at
higher and higher levels (see Brady, 2009)?

Implementation of Fiscal Reform: If any or all of the funding modifications as
recommended above are in fact enacted, will measurable positive results be seen, or as
Fusarelli (2009) asks, whether “increasing state control over education produces more policy
coherence or simply more policy confusion” (p. 245)? And does increased state financial
involvement result in ‘better education’ as determined by more detailed and more intricate
evaluation methodologies now coming into use?

Correlation of Funding and Achievement: According to the NC Appropriations
Act of 2013 (SL 2013-360), the State Board of Education is to “award school achievement,
growth, and performance scores” for each school, according to a designated calculation
rubric based in large part on student high-stakes testing. When schools of a given grade-level
in a specific district are ranked according to this ‘score,’ is there a correlation to age or
condition of the buildings (which must be a qualitative assessment—see previous work by
Tanner, et als. discussed in Chapter Two)? Can school-level scores be accumulated to the
district level, and districts’ scores correlated to expenditures for capital facilities (or to any
other expenditures of interest)? Will longitudinal study of this data reveal a consistent
relationship?

Comparison of Public to Private Schools: Education policy researchers have
argued that the problem is not so much the lack of resources as the inefficient use of
available resources (see, for example, Leyden, 2005, pp. 139-141 for a discussion of various

positions); the appropriate solution would involve a policy of “market decision making [to
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achieve the] efficiencies associated with perfectly competitive markets and/or to avoid the
coercion associated with governmental decision making” (Leyden, 2005, p. 182), as
exemplified by magnet schools, charter schools, private schools, and vouchers. New
research might focus on funding patterns of non-public schools and ask...(1) do perceived
shortcomings in capital facilities of public schools “drive” students to non-public schools (or
vice versa) and (2) in comparing student satisfaction and achievement between public
schools and non-public schools, how much impact can be attributed to the condition of the
capital facilities?

Enlargement of the Scope of the Study of Parity: Was the researcher incorrect (or
premature) in suggesting that involvement by the federal government in school facilities is
unlikely, especially in light of the serious challenge to state and local control embodied in the
No Child Left Behind Act, as discussed by Seashore, Gordon, Meath, and Thomas (2009)?
What effect would federal participation—either through providing grants or by espousing
criteria for facilities, or both—have on the equality and adequacy of school facilities? One
must recall the extremely minimalist federal criteria for low-income housing, for a hint of
what might befall our schools.

Impetus for Future Research: Given the breadth of scope under which capital
facilities can be evaluated, scrutinized, dissected, and categorized, there is much research to
be done in addition to topics to which I allude herein. As first emphasized in Chapter One,
school capital facilities have received relatively little study as a factor of educational success.

It is hoped that a realization of the significance of equity of capital facilities as an instrument
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of equal educational opportunity will produce an improvement in facility funding
methodology, which in turn will raise the standards of educational achievement statewide.
Conclusion

Most of the administrators-participants agreed that capital facilities are important to
the achievement of educational goals. All of the administrators-participants agreed that there
was some degree of need associated with the capital facilities of their own districts. Very
few, however, seemed greatly concerned with the shortcomings of the current process of
funding capital facilities (which appears insufficient to meet current needs), and few could
suggest any significant improvement to the status quo. Prevalent among the suggestions,
however, the administrators advocated more state involvement in the funding of capital
facilities (i.e., another state-wide bond), and the distribution of that funding based on need,
not totally on ADM. A more specific or detailed recommendation was not offered.

Nevertheless, by splicing together some general ideas from the survey and interviews
with several known aspects of current taxation or fiscal distribution policy, and by grafting
the resultant branches onto a stem of strengthened state involvement in school construction
finance, this research presents a framework wherein the shortcomings of local financial
capacity will (hopefully) be overcome. The actual realization of this realignment of the
school finance process may well be difficult to achieve, as are many departures from
accepted norms—advocates outside the educational community (e.g., legislative and political
figures) may be scarce. However, it will be noted that none of these recommendations have
strayed far from past circumstance, so that some measure of precedent can be cited. Some

recommendations in fact are merely a return to original practice, prior to the current period of
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‘economic downturn.” All-in-all, I believe that the conclusions presented herein would be
significant in resolving the apparent and pervasive needs of capital facilities within many
North Carolina school districts, while being compatible with the opinions and perceptions of

the superintendents and finance officers who contributed their expertise to this study.
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Appendix A
Real Property Taxation

Real Property tax, collected at the county level, is a significant part of the funding
source for construction of school capital facilities. There is extreme variation from district to
district in the funds collected per student, due to differences in tax rate, in accuracy of
property evaluation, and in actual value of the property. These factors have become known
as Tax Effort, and are delineated on the following table, drawn from DPI’s “Tax Effort
Worksheet” (personal communication with Lydia Prude, Chief, School Allotments Section,
March 23, 2012).

According to McLaughlin (2011), property taxes accounted for forty percent of
county revenue and twenty percent of municipal revenue in 2010. Other sources of revenue
are taxes such as privilege license taxes, occupancy taxes, animal taxes, prepared food or
meal taxes, etc., and fees such as solid waste, water, sewer, and storm water service fees.
Excluded from McLaughlin’s analysis are revenue collected by the state, such as sales and
use taxes (see Appendices R and S), and fees that are collected before a service is provided,

such as county land transfer taxes (see Appendix R).
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FY 2012-13 Planning Allotment

Low Wealth Supplemental Funding
PRC 031, CAT 039

Worksheet E

State Avg Effective Tax Rate

(@) (b) =@x(b
Real Estate Assessment Property Weighted Property | Effective % of 2011-12
Sales Ratio Tax Rates Sales Tax Rates | County | State Avg Low
Year of latest| Assessment Tax Rates | Effective Wealth
LEA# LEA Name 2008 2009 2010 revaluation Ratio 2010-11 Tax Rate Funding
(Note 1) (Note 2) (Note 3) (Note 4) (Note 5)
010 |Alamance County  |0.8708 0.9960 1.0022 2009 1.0001 .5200 0.5200 90.12%
020 |Alexander County  |0.9474 0.9181 0.9141 2007 0.9210 .6050 0.5570 96.53%
030 |Alleghany County  |0.8909 0.8280 0.9475 2007 0.8982 4300 0.3860 66.90% not
040 |Anson County 0.6769 0.7229 1.0057 2010 1.0057 7670 0.7710 133.62%
050 |Ashe County 0.7896 0.7500 0.7985 2006 0.7809 4250 0.3320 57.54% not
060 |Avery County 0.7107 0.7768 0.9330 2010 0.9330 .3700 0.3450 59.79% not
070 |Beaufort County 0.6802 0.6929 0.9894 2010 0.9894 .5000 0.4950 85.79%
080 |Bertie County 0.8809 0.8273 0.8722 2004 0.8587 .7800 0.6700 116.12%
090 |Bladen County 0.9069 0.8000 0.8640 2007 0.8498 .7400 0.6290 109.01%
100 |Brunswick County  |0.9807 1.0193 1.1359 2007 1.0712 .3050 0.3270 56.67% not
110 |Buncombe County  |0.8360 0.8652 0.9356 2006 0.8955 .5250 0.4700 81.46% not
120 |Burke County 0.9641 0.9505 1.0000 2007 0.9775 .5200 0.5080 88.04%
130 |Cabarrus County 1.0000 0.9967 1.0362 2008 1.0170 .6300 0.6410 111.09% not
140 |Caldwell County 0.8585 0.8700 0.9079 2005 0.8870 .6599 0.5850 101.39%
150 |Camden County 0.9411 1.0441 1.0431 2007 1.0264 .5900 0.6060 105.03%
160 |Carteret County 0.9840 1.0657 1.1265 2007 1.0825 .2300 0.2490 43.15% not
170 |Caswell County 1.0000 0.9004 1.0488 2008 0.9912 .6590 0.6530 113.17%
180 |Catawba County 0.9794 0.9741 0.9785 2007 0.9772 .5350 0.5230 90.64%
190 |Chatham County 0.8863 0.9986 1.0011 2009 1.0003 .6219 0.6220 107.80% not
200 |Cherokee County 0.9820 1.0096 1.1504 2008 1.0754 .3850 0.4140 71.75% not
210 |Chowan County 0.9516 0.8299 0.9279 2006 0.8992 .6850 0.6160 106.76%
220 |Clay County 0.5549 0.6329 1.0000 2010 1.0000 .3250 0.3250 56.33% not
230 |Cleveland County 0.9785 0.9640 0.9752 2008 0.9720 .7200 0.7000 121.32%
240 |Columbus County  |0.8466 0.8101 0.8662 2005 0.8442 .8150 0.6880 119.24%
250 |Craven County 0.6615 0.6668 0.9990 2010 0.9990 4728 0.4720 81.80%
260 |Cumberland County |0.8172 0.9989 0.9984 2009 0.9986 .7400 0.7390 128.08%
270 |Currituck County 0.8537 0.9680 1.0240 2005 0.9770 .3200 0.3130 54.25% not
280 |Dare County 0.9246 0.9842 1.1283 2005 1.0463 .2800 0.2930 50.78% not
290 |Davidson County 0.9998 0.9940 1.0036 2007 0.9998 .5400 0.5400 93.59%
300 |Davie County 0.9094 1.0005 1.0256 2009 1.0172 .6200 0.6310 109.36%
310 |Duplin County 0.7800 0.9953 0.9851 2009 0.9885 .6900 0.6820 118.20%
320 |Durham County 1.0000 1.0002 0.9987 2008 0.9994 .7459 0.7450 129.12% not
330 |Edgecombe County |0.7597 0.9968 0.9831 2009 0.9877 .8600 0.8490 147.14%
340 |Forsyth County 0.9210 0.9866 1.0129 2009 1.0041 .6740 0.6770 117.33% not
350 |Franklin County 0.9013 0.8392 0.9425 2004 0.9012 8725 0.7860 136.22%
360 |Gaston County 0.9327 0.9484 0.9835 2007 0.9633 .8350 0.8040 139.34%
370 |Gates County 0.4350 0.9950 1.0445 2009 1.0280 .6400 0.6580 114.04%
380 |Graham County 0.5164 0.5175 1.0009 2010 1.0009 4050 0.4050 70.19% not
390 |Granville County 0.8610 0.9227 0.9822 2010 0.9822 .7950 0.7810 135.36%
400 |Greene County 0.8981 0.9918 0.9931 2005 0.9768 .7560 0.7380 127.90%
410 |Guilford County 0.9160 0.9105 0.9502 2004 0.9313 7374 0.6870 119.06% not
420 |Halifax County 0.8624 0.9193 0.9292 2007 0.9148 .6800 0.6220 107.80%
430 |Harnett County 0.8198 0.9901 1.0024 2009 0.9983 .7250 0.7240 125.48%
440 |Haywood County 0.8415 0.8361 0.8893 2006 0.8636 .5140 0.4440 76.95% not
450 [Henderson County  |0.9075 0.8719 0.9475 2007 0.9156 4620 0.4230 73.31% not
460 |Hertford County 0.8324 0.8645 0.9020 2003 0.8779 .9100 0.7990 138.47%
470 |Hoke County 0.9556 0.9249 0.9247 2006 0.9299 .7000 0.6510 112.82%
480 |Hyde County 0.7243 0.9798 0.9741 2009 0.9760 .5200 0.5080 88.04% not
490 |Iredell County 0.9210 0.9486 0.9806 2007 0.9600 4450 0.4270 74.00% not
500 |Jackson County 1.0000 1.0583 1.0772 2008 1.0580 .2800 0.2960 51.30% not
510 |Johnston County 0.8555 0.8655 0.9005 2003 0.8813 .7800 0.6870 119.06%
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@ (b) =@x(b)
Real Estate Assessment Property Weighted Property | Effective % of 2011-12
Sales Ratio Tax Rates Sales Tax Rates | County | State Avg Low
Year of latest| Assessment Tax Rates | Effective Wealth
LEA# LEA Name 2008 2009 2010 revaluation Ratio 2010-11 Tax Rate Funding
(Note 1) (Note 2) (Note 3) (Note 4) (Note 5)
520 |Jones County 0.8744 0.8917 0.8750 2006 0.8805 .7000 0.6160 106.76%
530 |Lee County 0.939%4 0.9550 0.9577 2007 0.9538 .7500 0.7150 123.92%
540 |Lenoir County 0.9105 0.9959 1.0055 2009 1.0023 .8000 0.8020 138.99%
550 |Lincoln County 0.9919 0.9754 1.0701 2008 1.0255 5700 0.5850 101.39%
560 |Macon County 0.9588 0.9817 1.0929 2007 1.0335 2790 0.2880 49.91% not
570 |Madison County 0.6546 0.6651 0.7533 2004 0.7075 .5600 0.3960 68.63%
580 |Martin County 0.7291 1.0020 0.9702 2009 0.9808 .6700 0.6570 113.86%
590 |McDowell County  |0.8000 0.7408 0.8200 2003 0.7903 .5500 0.4350 75.39%
600 |Mecklenburg County |0.8290 0.8189 0.8893 2003 0.8558 .8387 0.7180 124.44% not
610 |Mitchell County 0.5419 0.9698 1.0207 2009 1.0037 .4000 0.4010 69.50%
620 |Montgomery County |0.7200 0.6806 0.7840 2004 0.7389 .6700 0.4950 85.79%
630 |Moore County 0.9412 0.9377 0.9652 2007 0.9520 4650 0.4430 76.78% not
640 |Nash County 0.8192 0.9624 0.9857 2009 0.9779 .6700 0.6550 113.52%
650 |New Hanover County|0.9369 0.9697 1.0459 2007 1.0023 4655 0.4670 80.94% not
660 |Northampton County |0.9180 0.8609 0.8655 2007 0.8727 .8700 0.7590 131.54%
670 |Onslow County 0.8270 0.8013 0.9752 2010 0.9752 .5850 0.5700 98.79%
680 |Orange County 0.7933 0.9897 0.9865 2009 0.9876 .8580 0.8470 146.79% not
690 |Pamlico County 0.4841 0.5547 0.6429 2004 0.5870 .6525 0.3830 66.38% not
700 |Pasquotank County |0.8578 0.8814 0.9661 2006 0.9198 .6050 0.5560 96.36%
710 |Pender County 0.5566 0.6419 0.7037 2003 0.6586 .6500 0.4280 74.18%
720 |Perquimans County |1.0000 1.0600 1.0617 2008 1.0509 4200 0.4410 76.43%
730 |Person County 0.8903 0.9586 0.9785 2005 0.9572 .7000 0.6700 116.12%
740 |Pitt County 0.9944 0.9801 0.9867 2008 0.9858 .6650 0.6560 113.69%
750 |Polk County 0.6080 0.9390 0.8789 2009 0.8989 .5200 0.4670 80.94% not
760 |Randolph County 0.9243 0.9634 0.9819 2007 0.9661 .5860 0.5660 98.09%
770 |Richmond County  |1.0000 0.9573 1.0182 2008 0.9949 .8100 0.8060 139.69%
780 |Robeson County 0.8440 0.8318 0.9847 2010 0.9847 .7900 0.7780 134.84%
790 |Rockingham County |0.8808 0.8807 0.9164 2003 0.8986 .7150 0.6420 111.27%
800 |Rowan County 0.9672 0.9671 0.9776 2007 0.9724 .5950 0.5790 100.35%
810 |Rutherford County |0.9324 0.9127 0.9329 2007 0.9261 .5300 0.4910 85.10%
820 |Sampson County 0.8160 0.7751 0.8369 2003 0.8128 .8450 0.6870 119.06%
830 |Scotland County 0.8820 0.9423 0.9061 2003 0.9142 1.0200 0.9320 161.53%
840 |Stanly County 0.8191 0.8690 0.8829 2005 0.8676 .6700 0.5810 100.69%
850 |Stokes County 0.8947 0.9987 0.9806 2009 0.9866 .6000 0.5920 102.60%
860 |Surry County 0.9878 0.9620 0.9630 2008 0.9668 5820 0.5630 97.57%
870 |Swain County 0.6629 0.6608 0.8861 2005 0.7738 .3300 0.2550 44.19%
880 |Transylvania County |0.7971 0.9960 0.9943 2009 0.9949 .3949 0.3930 68.11% not
890 |Tyrrell County 0.7834 1.0098 0.9975 2009 1.0016 .6700 0.6710 116.29%
900 |Union County 0.9645 0.9600 1.0646 2008 1.0131 .6650 0.6740 116.81%
910 |Vance County 1.0000 0.9453 1.0063 2008 0.9849 .7820 0.7700 133.45%
920 |Wake County 0.9991 0.9932 1.0346 2008 1.0149 .5340 0.5420 93.93% not
930 |Warren County 0.5996 0.9728 1.0426 2009 1.0193 .6000 0.6120 106.07%
940 |Washington County |0.8607 0.7966 0.8540 2005 0.8360 .7900 0.6600 114.38%
950 |Watauga County 0.7838 0.7874 0.9101 2006 0.8482 .3130 0.2650 45.93% not
960 |Wayne County 0.8281 0.8245 0.8267 2003 0.8262 .7640 0.6310 109.36%
970 |Wilkes County 0.9297 0.9477 0.9627 2007 0.9522 .6500 0.6190 107.28%
980 |Wilson County 1.0000 0.9697 1.0161 2008 0.9980 .7300 0.7290 126.34%
990 |Yadkin County 0.8542 1.0046 1.0260 2009 1.0189 .7400 0.7540 130.68%
995 |Yancey County 0.9974 0.9883 0.9507 2008 0.9710 .4500 0.4370 75.74%
State Average Effective Tax Rate 0.5770 31
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Note 1: Real Estate Assessment Sales Ratios
(1) Data of Real Estate Sales Ratios is from
Electronic file from Sharon Phelan, Dept of Rev 733-3258, rec'd 05/06/11. Sharon.Phelan@dornc.com
Next Year request from Mike Connolly at michael.connolly@dornc.com or 733-7711.
Titled "Real Estate Assessment Sales Ratio Study Percentages”

Note 2: Year of latest revaluation
(1) See Sheet titled "Real Estate Assessment Sales Ratio Study Percentages”,
Real Estate Sales Ratios in Bold denote the year of revaluation
(2) Also see sheet titled " 2010 NC County Property Tax Rates for the last five years",
column of "Year of latest revaluation”

Note 3: Calculation of Weighted Sales Assessment Ratio (WSA)
(1) If year of latest revaluation is 2010, WSA is equal to Year 2010's sales ratio
(2) If year of latest revaluation is 2009, WSA is equal to ((Year 2009's sales ratio x 2)
+ (Year 2010's sales ratio x 4)) / 6
(3) If year of latest revaluation is 2008 or prior, WSA is equal to ((Year 2008's sales ratio x 1)
+ (Year 2009's sales ratio x 2) + (Year 2010's sales ratio x 3) / 6
For regulation, see General Assembly of North Carolina, Senate Bill 622,
Supplemental Funding in Low Wealth Counties, Section 7.6(c)(15).

Note 4: Property Tax Rates
Data of Property Tax Rates and Property Tax Rates Year of latest revaluation
is from http://www.dor.state.nc.us/publications/5yr_tax_rates.pdf
Titled " 2010 NC County Property Tax Rates for the last five years",
column of "2010-11"

Note 5. Effective County Tax Rate

For regulation, see General Assembly of North Carolina, Senate Bill 622,
Supplemental Funding in Low Wealth Counties, Section 7.6(c)(9) and 7.6(c)(15).
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Appendix B
Supplemental Taxation

Under GS 115C-501 (Article 36), the voters within a school district may approve by
referendum the levy of supplemental property taxes for any item of expenditure in the school
budget (Mesibov & Johansen, 2007, p. 29). This is a seldom utilized provision of school
funding. The latest available data (see Table B.1) indicates that in 2011, fifteen school
districts levied supplemental taxes for current educational expenses, but only one for capital
projects.

Table B.1
Supplemental Taxes for Education, 2010-11

RECEIPTS FOR CURRENT EXPENSE OUTLAY

LEA Name Amount PPA Rank

Asheville City Schools 8,053,018 2089 1
Cleveland County Schools 9,993,633 636
Lexington City Schools 1,489,016 510 11
Thomasville City Schools 1,292,814 537 9
Roanoke Rapids City Schools 1,750,877 605 7
Weldon City Schools 1,324,576 1295 3
Harnett County Schools 223,379 12 15
Mooresville City Schools 3,015,557 556 8
Nash-Rocky Mount Schools 348,508 21 14
Chapel-Hill/Carrboro City Schools 18,912,319 1626 2
Randolph County Schools 2,006,346 109 13
Asheboro City Schools 2,818,452 617 6
Clinton City Schools 1,559,509 519 10
Elkin City Schools 837,454 712 4
Mount Airy City Schools 816,103 508 12

STATE TOTAL 54,441,516 38 -

RECEIPTS FOR CAPITAL OUTLAY

LEA Name Amount PPA Rank
Mooresville City Schools 1,250,000 - -
STATE TOTAL 1,250,000 - -

PPA = Per Pupil Appropriations and Supplemental Taxes

Source: http://apps.schools.nc.gov/pls/apex/f?p=1:1:0
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Appendix C
Public School Building Capital Fund
The annual report of the Public School Building Capital Fund is published on the
website of the School Planning Section of the North Carolina Department of Public
Instruction, at http://www.schoolclearinghouse.org/otherinf/ ADMFund/PBSCFreport.pdf.
This report shows revenues and interest earned and project allocations for both the Corporate
Tax-Funded account (the “ADM” Fund) and the Education Lottery, since the inception of the
funds. It also shows usage of the funds by project type for the current fiscal year. Selected
data from the current report are reproduced below, to illustrate the extent of financial

assistance provided by the State to the individual districts. (This is not original research of

this study, but it is included for information.)

As shown in Table C.1, the education lottery was begun in FY 2006-07 and has

Table C.1
North Carolina Education Lottery Funding
Interest on Interest on

Fiscal Lottery Disbursing Project Unallotted

Year |Lottery Revenue Revenue Account Allotment Balance
2006-07 102,384,597.00 1,913,370.25 233,909.70 42,299,649.67 62,232,227.28
2007-08 128,887,893.00 5,045,560.83 967,847.54 92,355,256.80 104,778,271.85
2008-09 123,821,061.00 4,988,190.54 954,669.58 139,871,080.32 94,671,112.65
2009-10 209,575,479.00 2,880,644.51 541,131.05 148,982,629.10 158,685,738.11
2010-11 145,805,007.00 1,705,969.62 361,964.22 157,152,512.01 149,406,166.94
2011-12 89,782,097.00 1,149,637.32 186,289.77 103,638,988.54 136,885,202.49
2012-13 96,854,123.00 571,060.84 122,749.33 126,420,178.56 108,012,957.10

897,110,257.00 18,254,433.91 3,368,561.19 810,720,295.00

Note: Lottery Revenue is recorded here in the month it was actually made available to the LEAs.

Data tabulated by Kenneth Phelps
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provided approximately 897.1 million dollars in revenue through the end of FY 2012-13.

As shown in Table C.2, the Public School Building Capital Fund originated in 1987-

88. The fund was frozen by the Legislature for 2002-03 because of state budget shortfalls.

Table C.2

Funding through the original Public School Building Capital Fund (the “ADM”’ Fund)

1,206,459,821.03

108,603,449.04

32,001,235.61 1,330,056,720.21

Interest on
Fiscal | Corporate Tax [Interest on Tax Disbursing Project Unallotted
Year Revenue Revenue Account Allotments Balance
1987-88 79,711,466.77 2,475,125.99 101,216.34 8,603,813.86 73,683,995.24
1988-89 60,005,342.26 9,028,343.75 1,156,249.21 44.,677,884.66 99,196,045.80
1989-90 37,422,143.66 8,831,204.87 2,022,116.86 81,000,952.55 66,470,558.64
1990-91 27,087,077.02 4,955,875.14 3,293,270.75 59,750,680.23 42,056,101.32
1991-92 27,424,644.08 3,191,823.22 1,954,730.19 36,681,753.72 37,945,545.09
1992-93 32,048,197.15 2,693,952.36 1,514,789.63 33,726,233.86 40,476,250.37
1993-94 34,681,537.93 2,875,198.89 1,188,908.83 34,423,458.70 44,798,437.32
1994-95 41,811,028.84 3,538,817.80 1,398,019.52 37,306,768.51 54,239,534.97
1995-96 50,717,766.10 4,736,336.55 1,418,246.78 49,178,619.49 61,933,264.91
1996-97 48,317,423.71 4,882,099.32 1,765,060.30 42,364,730.24 74,533,118.00
1997-98 56,174,376.61 5,932,978.01 1,448,980.88 53,067,568.30 85,021,885.20
1998-99 62,451,346.39 6,033,638.81 1,689,276.11 60,097,863.97 95,098,282.54
1999-00 79,038,850.61 6,601,704.52 2,075,448.04 67,271,838.73 115,542,446.98
2000-01 48,410,798.61 6,527,308.58 2,698,783.15 103,812,864.58 69,366,472.74
2001-02 43,881,577.31 4,148,930.43 2,223,675.10 42,912,257.94 76,708,397.64
2002-03 - 2,890,037.39 783,101.83 27,411,212.69 52,970,324.17
2003-04 57,164,133.05 2,355,596.37 596,053.88 38,251,633.60 74,834,473.87
2004-05 77,897,426.15 2,524,368.24 616,845.33 54,866,440.27 101,006,673.32
2005-06 97,732,199.85 4,523,116.56 726,993.08 78,679,602.36 125,309,380.45
2006-07 108,675,188.71 6,193,330.14 1,106,598.12 91,152,590.65 150,131,906.77
2007-08 86,709,100.57 7,869,381.02 1,158,954.22 146,649,859.20 99,219,483.38
2008-09 49,098,195.65 4,253,833.16 702,369.99 91,716,795.56 61,557,086.62
2009-10 - 926,011.50 225,866.42 18,355,912.19 44,353,052.35
2010-11 - 337,532.41 85,605.20 18,723,899.24 26,052,290.72
2011-12 - 194,927.77 28,646.35 6,140,928.61 20,134,936.23
2012-13 - 81,976.24 21,429.50 3,230,556.50 17,007,785.47

Data tabulated by Kenneth Phelps

Detailed data are available on the website at http://www.schoolclearinghouse.org .
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Also, economic conditions resulted in the 3™ and 4" quarter revenues of 2008-09 and all
revenue from FY 2009-10 to date being diverted away from the PSBCF. Unused funds of
the PSBCF continue to earn interest, but no new revenue has been deposited as noted above.

Counties and LEAs are still able to draw the remaining funds per the original procedures.
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Appendix D

Schematic of Research Design

Phase Procedure Product
Common Collect and analyze key Descriptive statistics:
demographic demographic data, historic mean & range;
and fiscal data data of funding patterns, & linearly-ordered lists.
projections of facility needs.

Obtain IRB approval; utilize  20-item survey
commercial electronic survey  instrument.
firm. All 115 districts asked

_— to participate.

Quantitative Data screening: frequencies,  Descriptive statistics:
& qualitative content analysis mean & prevalent
data themes.

Prepare and
promulgate survey

Correlation between survey Informs interview
responses and demographic protocol; incorporate
Analyze survey data and fiscal data. into final results.
w/ demographics and
fiscal data

Select 5 highest spending and
5 lowest spending districts.
Contact superintendents and
chief finance officer of each.

Prepare and conduct
interviews Interview protocol to guide  Audio recordings and
___— focus of discussion, but open- handwritten notes.
ended questions allow for
individual responses.

QUAL Data Prevalent themes,
Coding and thematic analysis. missing themes,
Within-district and cross- themes declared as

comparisons of themes. important.

Interpretation and explanation Discussion
of the quantitative and Findings
qualitative results. Future research.

Integration of
guant & QUAL
results
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Appendix E
Survey Instruments

This researcher has identified three alternatives for obtaining a survey instrument.
First, an existing survey might be found which has been validated through previous
successful use, and which asks exactly the same questions that are appropriate to this
research—an opportune but unlikely occurrence. Second, an existing survey might be found
which can be adapted to serve the research purposes of this dissertation. Third, | would have
to create a customized survey instrument, with assistance from my dissertation committee,
specifically for the research topics at hand.

The second alternative is exemplified by the document, Public School Principals’
Perceptions of Their School Facilities, published by the U.S. Department of Education
(available from this researcher upon request). The required modifications would include
changing the focus from the school principal to the district superintendents and chief finance
officers, and various other revisions of wording and sequence. These adjustments were
deemed too excessive to be efficient. A 1991 survey of Nebraska superintendents and
building administrators by Pool (1993) inquired into opinions of the schools’ physical
condition and adequacy for educational purposes, but did not address proposed changes.

Adopting the third alternative, two customized surveys are included herein; they are
Survey of District School Superintendents and Survey of District Chief Finance Officers.
These surveys utilized the Principals’ Perceptions instrument as a source for wording of

some of the questions, but are as intended much more relevant to the research at hand.
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SURVEY OF DISTRICT SCHOOL SUPERINTENDENTS

Introduction: This survey is meant to be completed by district superintends or acting
superintendents only. Results will be kept confidential. The term “capital facilities” refers to
the physical school buildings and grounds as used for educational purposes—including
academic instruction, athletics, vocational training, etc., but not central district administration
or support.

Please indicate whether you agree or disagree with the following statements:

1. The condition of school buildings have a significant impact on student learning.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

2. It is important that capital facilities be equal from school to school within the same
district.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree
3. Itis important that capital facilities be equal from district to district in NC.
1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

Please indicate the situation regarding capital facilities within your own district.

4. In your opinion, capital facilities in elementary or primary schools within the district are
equal.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

5. Based on your experience, if noticeable variations exist in elementary / primary schools in
your district, it is due to (check all that apply)...

[ ] Age of the building/date constructed

[ 1 Need to accommodate increased enroliment

[ ] Need to accommodate all-day kindergarten

[ ] Need to accommodate pre-kindergarten or other early childhood program

[ ] Need to decrease class size

[ ] Need to accommodate change in curriculum (e.g., introduction of foreign

language)
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[ ] Need to accommodate added or expanded academic support (e.g., resource
room, skills development)

[ ] Need to accommodate new or expanded technology (e.g., computer lab)

[ ] Need for additional office / administrative space

[ ] Differences in upkeep and maintenance

[ ] Other

6. In your opinion, capital facilities for middle school or non-traditional grade schools within
the district are equal.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

7. Based on your experience, if noticeable variations exist in middle schools in your district,
it is due to (check all that apply)...
[ ] Age of the building/date constructed
[ ] Need to accommodate increased enrollment
[ ] Need to accommaodate all-day kindergarten
[ ] Need to accommodate pre-kindergarten or other early childhood program
[ ] Need to decrease class size
[ ] Need to accommodate change in curriculum (e.g., introduction of foreign
language)
[ ] Need to accommodate added or expanded academic support (e.g., resource
room, skills development)
[ ] Need to accommodate new or expanded technology (e.g., computer lab)
[ ] Need for additional office / administrative space
[ ] Differences in upkeep and maintenance

[ ] Other
8. In your opinion capital facilities for high schools within the district are equal.
1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

9. Based on your experience, if noticeable variations exist in high schools in your district, it
is due to (check all that apply)...

[ ] Age of the building/date constructed

[ 1 Need to accommodate increased enroliment

[ ] Need to accommodate all-day kindergarten

[ ] Need to accommodate pre-kindergarten or other early childhood program

[ ] Need to decrease class size

[ ] Need to accommodate change in curriculum (e.g., introduction of foreign

language)
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[ ] Need to accommodate added or expanded academic support (e.g., resource
room, skills development)

[ ] Need to accommodate new or expanded technology (e.g., computer lab)

[ ] Need for additional office / administrative space

[ ] Differences in upkeep and maintenance

[ ] Other

10. Do you feel that the current levels of funding provided for construction of capital
facilities in your district are adequate?

1 2 3 4 5
Very Adequate No Inadequate  Very
Adequate Opinion Inadequate
11. Do you have school buildings currently in use that should be closed or abandoned?
[ ]Yes
[ 1No

12. Overall, the need for new construction, additions, or renovations of capital facilities in
your district is...

1 2 3 4
Very Moderate No Small or
High Opinion  No Need

Please respond to the following questions regarding your perceptions of other districts in
NC.

13. I know of a district contiguous to mine in which the school capital facilities are (check
all that apply)...

[ ] Significantly better than in my district

[ ] Moderately better than in my district

[ ] No different

[ ] Moderately below my district

[ ] Significantly below my district

14. Comparing the capital facilities in your district to your perception of the average of all
districts across the state, your district is...

[ ] Significantly better than the state average

[ ] Moderately better than the state average

[ ] No different from the state average

[ 1 Moderately below the state average

[ ] Significantly below the state average
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The following apply to the current laws, policies, and procedures for allocating funding for
capital facilities for schools.

15. In my opinion, | am very familiar with the process of allocating funding for capital
facilities to my district.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

16. Given that the majority of funding for capital facilities is derived from local property tax,
the process and procedure for providing funding for capital facilities to my district is fair and
equitable.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree
17. The State should provide more funding for capital facilities.
1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree
18. The Federal Government should provide more funding for capital facilities.
1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

19. If you would advocate changing the process by which funds are allocated for capital
facilities, what would you recommend?

20. In my opinion, the citizens of my district are very familiar with the capital facility needs
of our schools.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree
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If you would care to expound upon or explain any answer(s) above, please feel free to do so.

Please indicate the date survey was completed:

Thank you for your time in completing this survey. Please be assured that the data will be
used only in the aggregate, and that no respondent will be identified by name or by district.
If you should have any gquestion or comment, please contact the researcher, as follows:
Kenneth M. Phelps
Candidate for the PhD in
Education Research and Policy Analysis
North Carolina State University
Raleigh, NC
(T) [redacted]
(F) [redacted]
(e-mail) [redacted]
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SURVEY OF DISTRICT CHIEF FINANCE OFFICERS

Introduction: This survey is meant to be completed by district finance officer or acting
finance officer only. Results will be kept confidential. The term “capital facilities” refers to
the physical school buildings and grounds as used for educational purposes—including
academic instruction, athletics, vocational training, etc., but not central district administration
or support.

Please indicate whether you agree or disagree with the following statements:

1. The condition of school buildings have a significant impact on student learning.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

2. It is important that capital facilities be equal from school to school within the same
district.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree
3. Itis important that capital facilities be equal from district to district in NC.
1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

Please indicate the situation regarding capital facilities within your own district.

4. In your opinion, capital facilities in elementary or primary schools within the district are
equal.

1 2 3 4 5
Strongly Agree No Disagree Strongly
Agree Opinion Disagree

[The remainder of the survey is identical to the Superintendents’ survey, and is not
reproduced here.]
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Appendix F

INTERVIEW GUIDE

SUPERINTENDENTS

Interviews proposed with selected district superintendents and chief finance officers from the
“five highest spending LEAs” and from the “five lowest spending LEAs.” [Total 20
interviews.]

Discuss scope of the study; its use as part of research for dissertation; its possible use to
encourage and support legislative modification of school finance procedure. Discuss
meaning of “capital facilities.”

Discuss IRB information form and offer copy to the interviewee. Ask for permission to make

an audio recording of the interview.
**k*

1. The statewide survey regarding capital facilities evoked a high response rate. The vast
majority of respondents indicated that capital facilities have a significant impact on student
learning. In your professional opinion, what other impacts do capital facilities have in the

educational environment?

(1) In your opinion, do you experience any shortcomings in Capital Facilities?
2. Beyond the differences in property tax and wealth from district to district, is there any
other factor that impacts inequity of capital facilities?

(i) Follow-up question: Currently, is it easy to obtain additional funding from the

County Commissioners if new or additional Capital Facility needs are identified?

3. What political strategies do you utilize to compensate for (a) shortcomings in capital
facilities within your district and/or (b) differences in capital facilities between your district
and other districts in the state?

4. The majority of survey respondents indicated that funding amounts for capital facilities
were inadequate. Do you agree? What specific changes would you advocate in the process
of funding capital facilities—at the local level?
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5. What specific changes would you advocate in the process of funding capital facilities—at
the state level?

6. What specific changes would you advocate in the process of funding capital facilities—at
the federal level?

(i) Follow-up question: Do you think there would be repercussions from those
changes?

7. How important is it, in your opinion, that capital facilities are equally funded from district
to district?

(i) Follow-up question: In your opinion, if facilities are “adequate,” is that measure
an appropriate one? (Prompt discussion.)

(ii) Follow-up question: Or is the appropriate measure greater equality among school
district facilities?

8. Do you have any more comments regarding any topic we have discussed in the interview?

**k*

Thank you for your time in participating in this study. If I think of anything else, or if | need
clarification of anything we have discussed, may | call or email you? Please feel free to
contact me—the information is on the IRB form—if you have any questions or comments.
Would you like to review my notes and transcript of the interview before I include it in the
dissertation? If you do, | would appreciate your comments regarding its validity and
accuracy.
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Appendix G
Institutional Review Board (IRB) Approval

Research involving human subjects must be reviewed by the University IRB prior to
any contact with the subject. | received approval from my dissertation co-chairpersons on
November 2, 2012 to submit documentation for IRB review. On November 6, 2012, |
transmitted the appropriate forms to include a request for Administrative Review (for
exemption from certain requirements), the Form of the Survey, the preliminary wording of
the Interview Guide, and the Memorandum for Information. Federal policy allows for an
abbreviated review process in certain instances—in this case, if the research subjects are
“elected or appointed public officials.” In lieu of an Informed Consent Form, a
Memorandum for Information is to be provided to each participant—the Memorandum
contains basically all the information provided on the Consent, but does not require the
signature of the participant (since they are adults and appointed public officials). The
Memorandum is reproduced on the following pages.

On November 14, 2012, | received a request for additional information from the IRB
administrator, to which I responded on November 17, 2012. | received notice of

administrative review and approval of the research dated November 30, 2012.
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MEMORANDUM for INFORMATION
(In lieu of INFORMED CONSENT FORM)

The purpose of this document is to provide adequate information to potential research subjects so that they may
make an informed choice as to their participation in the study.

Title of Study: School District Superintendents’ and Chief Finance Officers’ Perceptions of
Equity and Adequacy of Educational Capital Facilities, a PhD Dissertation.

Investigator: Kenneth M. Phelps

Faculty Sponsors: L. D. Fusarelli, PhD, and K. P. Brady, PhD.

What are some general things you should know about research studies?

You are being asked to take part in a research study. Your participation in this study is voluntary. You have the
right to be a part of this study, to choose not to participate or to stop participating at any time without penalty.
The purpose of research studies is to gain a better understanding of a certain topic or issue. You are not
guaranteed any personal benefits from being in a study. Research studies also may pose risks to those who
participate. In this document you will find specific details about the research in which you are being asked to
participate. If you do not understand something in this form it is your right to ask the researcher for clarification
or more information. A copy of this form will be provided to you. If at any time you have questions about your
participation, do not hesitate to contact the researcher(s) named above.

What is the purpose of this study?

The purpose is to obtain an understanding of the perceptions of school district superintendents and chief finance
officers regarding the equity of school capital facilities (buildings) within their district and among the districts
in North Carolina, and the adequacy of those facilities to support various educational goals.

What will happen if you take part in the study?

If you agree to participate in this study, you will be asked to respond to a survey of approximately 19 or 20
questions concerning the condition, equity, and adequacy of the school buildings in your district, and the
processes of funding thereof. Later, a group of ten districts will be selected from the 115 districts in the state,
and superintendents and chief finance officers will be asked to participate in a private interview of
approximately one-half hour duration, in their office or other convenient location, during which “open-ended”
questions will be used to elicit more descriptive data.

Risks

Participants are being asked to address a controversial topic—equity in schools. The researcher understands the
political nature of this inquiry, and the ramifications that may result from the disclosure of an individual’s
candid response. No names of individuals or designations of districts will be shown on the research documents,
in order to preserve the privacy of the respondents. However, in order to document response rate of the study,
and in order to determine correlation (if any) between responses and demographics of the districts, a computer-
generated random number will be shown on each response. The master list showing the number assigned to
each individual will be kept in locked storage under the direct control of the researcher.

Benefits

Information gleaned from this study will add to the knowledge regarding school facilities in the state, and
hopefully serve to inform and to influence appropriate groups and individuals so that school facilities will be
provided more equitably in the future.
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Confidentiality
The information in the study records will be kept confidential to the full extent allowed by law. Data will be

stored securely in a locked container under the direct control of the researcher. No reference will be made in
oral or written reports which could link you to the study. You will not be asked to write your name on any study
materials so that no one can match your identity to the answers that you provide. Only this researcher will be
able to match a response to the identity of the responder, and that link will be kept confidential.

Compensation
You will not receive any compensation for participating.

What if you have guestions about this study?
If you have questions at any time about the study or the procedures, you may contact the researcher...
Kenneth M. Phelps
(office telephone) [redacted]
(cell) [redacted]
(e-mail) [redacted]

What if you have guestions about your rights as a research participant?

If you feel you have not been treated according to the descriptions in this form, or your rights as a participant in
research have been violated during the course of this project, you may contact Deb Paxton, Regulatory
Compliance Administrator, Box 7514, NCSU Campus (919/515-4514).

Investigator's signature Date
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Append

ixH

Facility Needs Survey of 2010

Exist | 2010-11 IDENTIFIED NEED -- 5 YEAR TIME HORIZON
# LEA Name Mobiles| New Schools Additions Renovations Furn & Eq Land Total nic F&E Total

010 Alamance - Burlington Schools 17 - 15,486,370 31,428,822 1,987,444 - 46,915,192 48,902,636
020 Alexander County Schools 0 - 1,149,463 1,460,989 126,173 - 2,610,452 2,736,625
030 Alleghany County Schools 0 - 263,525 3,137,396 22,117 - 3,400,921 3,423,038
040 Anson County Schools 4 48,302,440 - 870,048 3,870,652 - 49,172,488 53,043,140
050 Ashe County Schools 0 - 579,600 1,795,500 48,645 - 2,375,100 2,423,745
060 Avery County Schools 1 28,233,491 - 2,570,415 3,026,768 360,000 31,163,906 34,190,674
070 Beaufort County Schools 39 - 13,970,169 8,920,122 1,653,752 - 22,890,291 24,544,043
080 Bertie County Schools 1 24,915,098 7,174,907 1,174,350 3,418,903 - 33,264,355 36,683,258
090 Bladen County Schools - See note 1

100 Brunswick County Schools 51 20,424,734 3,509,285 27,760,796 3,455,588 1,440,000 53,134,815 56,590,403
110 Buncombe County Schools 124 16,751,601 2,248,075 16,649,843 1,660,586 1,800,000 37,449,519 39,110,105
111 Asheville City Schools 1 37,881,099 - - 2,907,356 - 37,881,099 40,788,455
120 Burke County Schools 4 - - 28,617,325 - - 28,617,325 28,617,325
130 Cabarrus County Schools 98 83,808,576 25,422,362 16,031,456 17,938,136 3,600,000 128,862,394 146,800,530
132 Kannapolis City Schools 19 17,549,295 2,973,302 - 1,799,558 - 20,522,597 22,322,155
140 Caldwell County Schools 30 34,591,418 - 8,437,640 2,968,409 - 43,029,058 45,997,467
150 Camden County Schools 18 35,357,597 - - 2,949,602 1,000,000 36,357,597 39,307,199
160 Carteret County Schools 13 - - - - - - See note 2

170 Caswell County Schools 0 - 10,653,960 14,214,660 1,236,151 - 24,868,620 26,104,771
180 Catawba County Schools 25 13,294,999 21,468,540 6,727,795 5,581,046 615,000 42,106,334 47,687,380
181 Hickory City Schools 15 11,472,882 2,219,481 4,092,600 1,338,419 - 17,784,963 19,123,382
182 Newton Conover City Schools 0 - 15,021,617 8,226,930 1,718,678 - 23,248,547 24,967,225
190 Chatham County Schools 65 59,829,751 - 8,302,636 4,907,980 300,000 68,432,387 73,340,367
200 Cherokee County Schools 10 - 33,174,914 5,793,229 4,488,882 - 38,968,143 43,457,025
210 Chowan County Schools 14 - 21,837,031 7,515,859 2,107,538 - 29,352,890 31,460,428
220 Clay County Schools 4 9,130,177 - 833,363 954,421 - 9,963,540 10,917,961
230 Clewveland County Schools 78 - 3,412,917 - 464,573 - 3,412,917 3,877,490
240 Columbus County Schools 9 67,684,404 37,214,020 14,272,407 10,464,889 4,796,000 123,966,831 134,431,720
241 Whiteville City Schools 5 38,676,895 - 1,555,530 3,060,032 - 40,232,425 43,292,457
250 Craven County Schools 38 47,721,541 11,967,659 20,258,115 4,980,388 3,275,000 83,222,315 88,202,703
260 Cumberland County Schools 0 - 52,218,872 53,036,842 4,410,787 - 105,255,714 109,666,501
270 Currituck County Schools 17 - 4,411,606 13,503,481 415,260 150,000 18,065,087 18,480,347
280 Dare County Schools 0 - 2,889,190 - 397,486 - 2,889,190 3,286,676
290 Davidson County Schools 83 - 16,671,769 20,729,760 2,069,339 - 37,401,529 39,470,868
291 Lexington City Schools 0 - 5,326,601 5,937,746 447,054 - 11,264,347 11,711,401
292 Thomasville City Schools 8 3,532,836 - 2,415,004 430,245 - 5,947,840 6,378,085
300 Davie County Schools 38 - 5,501,873 107,958 611,764 - 5,609,831 6,221,595
310 Duplin County Schools 77 27,494,469 47,174,309 34,807,152 8,570,878 60,000 109,535,930 118,106,808
320 Durham Public Schools 143 - 4,839,351 149,849,052 588,159 - 154,688,403 155,276,562
330 Edgecombe County Schools 10 39,147,762 22,268,016 22,074,746 7,549,436 1,600,000 85,090,524 92,639,960
340 Forsyth County Schools 453 162,737,721 38,137,155 44,293,158 29,737,597 1,400,000 246,568,034 276,305,631
350 Franklin County Schools 21 - 8,522,361 8,094,873 715,270 200,000 16,817,234 17,532,504
360 Gaston County Schools 107 12,433,208 72,228,503 83,628,895 44,125,052 - 168,290,606 212,415,658
370 Gates County Schools 14 - 1,474,878 11,336,249 266,048 - 12,811,127 13,077,175
380 Graham County Schools 0 - - 290,700 - - 290,700 290,700
390 Granville County Schools 37 - 2,549,776 1,227,281 265,999 - 3,777,057 4,043,056
400 Greene County Schools 44 12,337,626 13,616,195 8,169,147 2,513,456 - 34,122,968 36,636,424
410 Guilford County Public Schools 247 78,629,560 151,622,731 730,970,354 25,637,720 7,600,000 968,822,645 994,460,365
"420 Halifax County Schools 17 - 4,684,173 10,780,857 843,136 - 15,465,030 16,308,166
"421 Roanoke Rapids City Schools 17 20,723,630 4,363,538 8,039,850 2,166,970 1,500,000 34,627,018 36,793,988
"422 Weldon City Schools 1 17,853,491 1,490,886 1,045,537 1,692,767 135,000 20,524,914 22,217,681
"430 Harnett County Schools 194 161,782,127 24,260,748 7,772,790 23,739,073 3,712,500 197,528,165 221,267,238
"440 Haywood County Schools 7 - 7,750,102 18,583,938 1,080,455 1,200,000 27,534,040 28,614,495
"450 Henderson Co Public Schools - See note 1

"460 Hertford County Schools 13 11,199,163 2,532,698 571,368 1,221,621 - 14,303,229 15,524,850
"470 Hoke County Schools 31 16,751,601 15,830,237 9,800,865 3,114,977 400,000 42,782,703 45,897,680
"480 Hyde County Schools 7 - - 536,347 - - 536,347 536,347
"490 Iredell Statesville Schools 87 - 58,325,272 36,897,130 6,101,149 - 95,222,402 101,323,551
"491 Mooresville City Schools 26 - 21,981,678 14,822,850 2,158,891 - 36,804,528 38,963,419
'500 Jackson County Schools 10 - 7,134,181 12,000,210 762,663 - 19,134,391 19,897,054
'510 Johnston County Schools 127 - 38,529,489 - 3,233,726 - 38,529,489 41,763,215
'520 Jones County Schools 2 17,086,512 8,371,356 1,730,520 2,076,373 - 27,188,388 29,264,761
'530 Lee County Schools 58 - - 13,230,832 - - 13,230,832 13,230,832
'540 Lenoir County Public Schools 0 - - 2,088,870 - - 2,088,870 2,088,870
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2010-11 IDENTIFIED NEED --

5 YEAR TIME HORIZON

# LEA Name Mobilesl New Schools Additions Renovations Furn & Eq Land Total nic F&E Total |
'550 Lincoln County Schools 20 - - 19,097,998 100,000 - 19,097,998 19,197,998
560 Macon County Schools 13 - 21,503,778 11,503,758 2,426,913 53,600,000 86,607,536 89,034,449
'570 Madison County Schools 2 - 24,723,109 4,104,712 2,829,776 - 28,827,821 31,657,597
'580 Martin County Schools 13 13,697,705 5,243,803 3,709,178 1,817,575 550,002 23,200,688 25,018,263
590 McDowell County Schools 4 - - 2,454,913 - - 2,454,913 2,454,913
'600 Charlotte Mecklenburg Schools 625 685,242,982 25,977,672 175,343,156 57,503,302 - 886,563,810 944,067,112
'610 Mitchell County Schools 0 - 5,983,868 3,621,024 737,217 - 9,604,892 10,342,109
'620 Montgomery County Schools 16 41,274,078 10,819,973 20,839,620 4,174,732 - 72,933,671 77,108,403
'630 Moore County Schools 70 78,407,315 5,593,827 22,164,518 8,793,095 5,225,000 111,390,660 120,183,755
'640 Nash Rocky Mount Sch Adm Unit 60 - 13,134,896 51,338,026 2,047,025 - 64,472,922 66,519,947
'650 New Hanover County Schools 0 26,740,412 68,390,458 121,528,714 8,389,884 - 216,659,584 225,049,468
'660 Northampton County Schools 2 20,395,558 1,205,568 2,010,048 2,839,716 500,000 24,111,174 26,950,890
'670 Onslow County Schools 142 92,836,972 19,612,582 42,524,571 9,306,104 2,500,000 157,474,125 166,780,229
'680 Orange County Schools 5 - 20,754,240 9,827,484 2,530,973 - 30,581,724 33,112,697
681 Chapel Hill Carrboro Schools 49 15,062,248 3,662,299 7,238,939 1,619,961 - 25,963,486 27,583,447
'690 Pamlico County Schools 1 - 597,988 709,650 103,027 - 1,307,638 1,410,665
700 Elizabeth City/Pasquotank School 0 - - 16,083,011 91,000 - 16,083,011 16,174,011
710 Pender County Schools 42 43,075,546 - - 3,784,202 1,800,000 44,875,546 48,659,748
720 Perquimans County Schools 2 - 1,737,254 5,108,237 232,805 - 6,845,491 7,078,296
730 Person County Schools 0 - - - - - - See note 2
740 Pitt County Schools 80 - 44,749,543 43,515,362 4,286,523 - 88,264,905 92,551,428
750 Polk County Schools 6 - 697,831 1,482,775 95,157 - 2,180,606 2,275,763
760 Randolph County Schools 70 48,464,825 - 27,711,576 4,359,692 950,000 77,126,401 81,486,093
761 Asheboro City Schools 33 15,829,721 11,847,348 28,906,734 3,600,950 1,350,000 57,933,803 61,534,753
770 Richmond County Schools 34 - 17,869,492 27,334,606 3,776,181 - 45,204,098 48,980,279
780 Public Schools of Robeson Co 111 83,368,901 47,116,889 162,788,836 25,873,170 5,950,100 299,224,726 325,097,896
790 Rockingham County Schools 5 36,996,633 26,728,297 44,524,142 6,675,726 300,000 108,549,072 115,224,798
800 Rowan Salisbury Schools 98 23,607,332 56,772,826 21,113,046 8,415,533 1,070,000 102,563,204 110,978,737
810 Rutherford County Schools 0 30,840,749 - - 2,741,263 - 30,840,749 33,582,012
820 Sampson County Schools 74 26,127,410 22,957,601 3,568,628 4,502,352 500,000 53,153,639 57,655,991
821 Clinton City Schools 0 - 3,908,822 17,280,142 328,062 2,600,000 23,788,964 24,117,026
830 Scotland County Schools 28 - 15,660,560 8,446,830 1,520,369 - 24,107,390 25,627,759
840 Stanly County Schools 41 - - See note 2
850 Stokes County Schools 39 11,078,788 8,295,235 17,002,815 2,246,553 - 36,376,838 38,623,391
860 Surry County Schools 12 - 5,098,267 24,090,186 1,022,429 - 29,188,453 30,210,882
861 Elkin City Schools 8 8,136,492 7,355,974 11,668,711 1,391,503 500,000 27,661,177 29,052,680
862 Mount Airy City Schools 0 - - 1,611,538 300,000 - 1,611,538 1,911,538
870 Swain County Schools 8 20,206,286 4,842,750 296,258 2,074,347 - 25,345,294 27,419,641
880 Transylvania County Schools 0 - 4,135,098 9,546,718 541,553 - 13,681,816 14,223,369
890 Tyrrell County Schools 2 - - - - - - See note 2
900 Union County Public Schools 210 - 40,242,814 66,238,316 3,779,355 - 106,481,130 110,260,485
910 Vance County Schools 33 17,613,111 - 11,092,607 1,521,051 - 28,705,718 30,226,769
920 Wake County Schools 1161 297,989,518 195,040,323 380,389,059 64,723,134 - 873,418,900 938,142,034
930 Warren County Schools 8 - 13,295,405 3,637,622 1,570,324 - 16,933,027 18,503,351
940 Washington County Schools 0 - - - - - - See note 2
950 Watauga County Schools 0 - 28,808 5,413,611 - - 5,442,419 5,442,419
960 Wayne County Public Schools 102 - 22,609,114 10,220,092 1,897,550 - 32,829,206 34,726,756
970 Wilkes County Schools 4 - 14,535,432 5,929,881 1,241,987 - 20,465,313 21,707,300
980 Wilson County Schools 9 - 11,072,602 8,700,708 929,308 - 19,773,310 20,702,618
990 Yadkin County Schools 17 - 4,270,184 - 958,390 - 4,270,184 5,228,574
995 Yancey County Schools 7 - 2,219,714 839,256 336,297 - 3,058,970 3,395,267

TOTAL 2,814,328,286  1,684,746,985 3,031,579,800 526,116,103 112,538,602 7,643,193,673 8,169,309,776

Note 1: Declined to provide report
Note 2: Reported "all zeros"

Source: www.schoolclearinghouse.org/otherinf/FacilityNeedsSurvey/FacilityNeedsSummary2011Final.pdf

For a graphic representation of the relative magnitudes of the five-year projected needs, not

including furnishings and equipment, see Figure H.1.
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Five-year facility needs as identified by the 2010-11 Facility Needs Survey

Note: Two districts declined to participate in this survey, and five districts
returned data that were all zeros. Those seven districts are excluded from the data
shown above.
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Appendix |

2012 Capital Facilities Expenditures

All Expenditure

Capital Outlay

2012 Cat1

Per pupil 5Yr Avg./ pupil Capital Outlay

LEA LEA Name ADM Rank 2012 Rank| 2012 Rank| [ Expenditures
10 Alamance-Burlington Schools 22,141 16 8,209 89 255.60 88 $3,488,920
20 Alexander County Schools 5,367 64 8,023 97 195.39 101 $494,137
30 Alleghany County Schools 1,428 107 10,698 13 428.10 53 $153,208
40 Anson County Schools 3,699 76 10,427 19 168.37 106 $130,938
50 Ashe County Schools 3,103 83 9,578 35 975.92 21 $950,341
60 Avery County Schools 2,125 99 10,581 15 344.67 73 $578,102
70 Beaufort County Schools 6,847 54 9,240 45 518.89 49 $1,772,400
80 Bertie County Schools 2,666 90 10,279 20  240.68 92 $177,185
90 Bladen County Schools 5,046 66 9,313 43 234.45 95 $1,630,180
100 Brunswick County Schools 12,026 33 9,051 50 390.92 62 $1,560,364
110 Buncombe County Schools 25,260 11 8,332 85 374.31 68 $13,738,904
111 Asheville City Schools 3,978 74 11,334 5 888.26 22 $2,827,094
120 Burke County Schools 12,907 29 7,718 107 279.67 84 $1,241,536
130 Cabarrus County Schools 29,023 10 7,345 114 1,285.28 7 $6,379,600
132 Kannapolis City Schools 5,136 65 8,671 64  418.27 54 $2,935,712
140 Caldwell County Schools 12,333 31 8,142 91 258.54 87 $3,186,587
150 Camden County Schools 1,891 102 8,777 58 150.01 110 $179,002
160 Carteret County Schools 8,336 45 8,615 68 1,248.82 9 $2,091,952
170 Caswell County Schools 2,824 89 9,572 36  239.26 93 $476,424
180 Catawba County Schools 17,001 23 7,796 106 697.02 36 $4,184,600
181 Hickory City Schools 4,337 71 8,440 76 752.25 34 $2,033,668
182 Newton-Conover City Schools 2,912 88 8,451 75 291.79 82 $1,246,524
190 Chatham County Schools 7,938 49 9,352 42 1,235.46 10 $2,546,404
200 Cherokee County Schools 3,335 81 10,010 27 320.86 78 $154,664
210 Edenton-Chowan County Schools 2,250 96 10,158 21 118.08 113 $19,178
220 Clay County Schools 1,325 109 9,868 28  283.88 83 $117,976
230 Cleveland County Schools 15,481 25 8,776 59 564.27 43 $6,003,316
240 Columbus County Schools 6,333 59 8,908 54 358.16 71 $1,501,344
241 Whiteville City Schools 2,249 97 9,020 51 210.85 99 $222,849
250 Craven County Schools 14,743 26 7,873 103  418.26 55 $38,790
260 Cumberland County Schools 51,077 5 8,333 84  535.20 46 $18,813,363
270 Currituck County Schools 3,873 75 8,508 73 672.87 37 $237,251
280 Dare County Schools 4,829 67 10,934 9 519.31 48 $87,856
290 Davidson County Schools 19,967 18 7,184 115 851.19 27 $16,978,081
291 Lexington City Schools 3,009 85 10,053 24 1,255.22 8 $1,279,866
292 Thomasville City Schools 2,417 92 9,821 29 810.62 29 $434,184
300 Davie County Schools 6,423 57 8,235 87 524.72 47 $1,519,438
310 Duplin County Schools 9,158 38 8,414 78 335.70 75 $456,093
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All Expenditure

Capital Outlay

2012 Cat1

Per pupil 5Yr Avg./ pupil Capital Outlay
LEA LEA Name ADM Rank 2012 Rank| 2012 Rank| | Expenditures
320 Durham County Schools 32,332 8 10,130 22 1,183.34 11 $39,885,356
330 Edgecombe County Schools 6,982 53 8,610 70 219.72 97 $1,354,466
340 Forsyth County Schools 52,205 4 8,748 62 1,141.48 12 $36,796,621
350 Franklin County Schools 8,526 42 8,260 86 1,608.79 2 $3,097,916
360 Gaston County Schools 30,704 9 7,567 111 803.29 30 $22,594,432
370 Gates County Schools 1,778 103 10,615 14  388.24 64 $100,277
380 Graham County Schools 1,176 111 10,780 12 621.41 38 $56,714
390 Granville County Schools 8,505 43 8,336 83 562.78 44 $4,826,478
400 Greene County Schools 3,174 82 9,710 30 565.23 42 $3,998,753
410 Guilford County Schools 71,587 3 9,076 49 1,042.28 16 $78,196,806
420 Halifax County Schools 3,604 78 10,787 11 150.94 109 $79,028
421 Roanoke Rapids City Schools 2,983 86 8,122 92 346.48 72 $2,488,831
422 Weldon City Schools 1,003 113 12,760 3  253.79 89 $12,000
430 Harnett County Schools 19,378 20 7,803 105  863.87 25 $3,278,274
440 Haywood County Schools 7,530 51 8,848 56  328.57 77 $1,243,799
450 Henderson County Schools 13,197 28 8,085 94 131.37 112 $434,161
460 Hertford County Schools 3,030 84 10,563 17  416.08 56 $213,138
470 Hoke County Schools 7,962 48 8,610 69 171.17 105 $505,184
480 Hyde County Schools 570 114 18,344 1 398.45 59 $37,937
490 Iredell-Statesville Schools 21,239 17 7,708 109  378.89 66 $2,976,991
491 Mooresville City Schools 5,546 63 7,716 108 1,574.47 3 $230,647
500 Jackson County Schools 3,538 79 9,274 44  377.76 67 $1,081,495
510 Johnston County Schools 32,514 7 7,998 98 1,117.43 14 $1,431,390
520 Jones County Schools 1,099 112 12,294 4 450.57 52 $208,002
530 Lee County Schools 9,650 37 8,343 82 393.74 61 $6,670,679
540 Lenoir County Schools 9,006 39 8,384 81 194.82 102 $1,013,736
550 Lincoln County Schools 11,726 35 7,523 112  615.75 40 $4,533,612
560 Macon County Schools 4,305 72 9,436 40  545.58 45 $8,364,389
570 Madison County Schools 2,524 91 9,534 37 718.71 35 $548,582
580 Martin County Schools 3,689 77 9,704 31 389.73 63 $409,157
590 McDowell County Schools 6,377 58 8,605 71 13749 111 $1,256,269
600 Charlotte-Mecklenburg County Schoc 137,016 2 8,121 93 399.58 58 $22,071,006
610 Mitchell County Schools 2,037 100 10,052 25  785.49 32 $781,897
620 Montgomery County Schools 4,137 73 9,087 48 87.55 115 S0
630 Moore County Schools 12,371 30 8,044 95 181.58 104 $539,046
640 Nash-Rocky Mount Schools 16,330 24 8,707 63 517.67 50 $1,103,038
650 New Hanover County Schools 24,464 12 8,626 66 1,028.55 19 $7,423,841
660 Northampton County Schools 2,206 98 11,198 7  394.82 60 $142,268
670 Onslow County Schools 24,161 13 7,512 113 870.06 24 $1,232,223
680 Orange County Schools 7,299 52 9,354 41 574.78 41 $4,353,107
681 Chapel-Hill/Carrboro City Schools 11,905 34 10,548 18 1,039.82 17 $5,468,483
690 Pamlico County Schools 1,367 108 11,260 6 850.72 28 $684,275
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All Expenditure |Capital Outlay 2012Cat1

Per pupil 5Yr Avg./ pupil Capital Outlay
LEA LEA Name ADM Rank 2012 Rank| 2012 Rank| | Expenditures
700 Pasquotank County Schools 5,792 61 9,137 47 193.80 103 $203,873
710 Pender County Schools 8,261 47 7,875 102 1,036.96 18 $1,062,791
720 Perquimans County Schools 1,708 104 10,041 26 292.17 81 $199,524
730 Person County Schools 4,776 68 8,799 57 211.11 98 $408,179
740 Pitt County Schools 23,068 15 8,164 90 879.73 23 $7,132,154
750 Polk County Schools 2,291 95 10,574 16 152.36 108 $153,861
760 Randolph County Schools 18,309 22 7,662 110  800.15 31 $174,261
761 Asheboro City Schools 4,683 69 8759 61 195.39 100 $572,619
770 Richmond County Schools 7,555 50 8,430 77 776.71 33 $1,689,890
780 Robeson County Schools 23,476 14 8,390 80 384.75 65 $3,146,887
790 Rockingham County Schools 13,388 27 8,634 65 331.19 76 $4,787,721
800 Rowan-Salisbury County Schools 19,916 19 8,622 67 244.02 91 $1,679,863
810 Rutherford County Schools 8,672 41 8,863 55 366.00 69 $341,785
820 Sampson County Schools 8,436 44 8,392 79 1,671.84 1 $9,304,635
821 Clinton City Schools 2,956 87 9,143 46  158.83 107 $252,353
830 Scotland County Schools 6,046 60 10,056 23  360.06 70 $1,426,941
840 Stanly County Schools 8,836 40 8,213 88  267.66 85 $1,411,365
850 Stokes County Schools 6,791 55 8,774 60 1,083.94 15 $16,067,127
860 Surry County Schools 8,320 46 8,465 74  863.08 26 $359,002
861 Elkin City Schools 1,182 110 8,993 52 1,431.74 4 $1,053,870
862 Mount Airy City Schools 1,631 106 9,615 34  983.56 20 $2,243,378
870 Swain County Schools 1,917 101 9,648 32 238.70 94 $205,421
880 Transylvania County Schools 3,504 80 9,644 33  476.30 51 $1,665,771
890 Tyrrell County Schools 568 115 17,322 2 263.48 86 $1,629
900 Union County Schools 39,654 6 7,971 99 1,287.65 6 $1,825,477
910 Vance County Schools 6,757 56 9,475 38 116.70 114 $119,659
920 Wake County Schools 145,922 1 7,880 101 1,354.46 5 $77,141,542
930 Warren County Schools 2,386 93 10,895 10 400.28 57 $362,812
940 Washington County Schools 1,681 105 11,135 8 314.28 79 $34,851
950 Watauga County Schools 4,392 70 8,990 53 232.08 96 $305,848
960 Wayne County Schools 19,144 21 7,820 104  340.80 74 $10,665,350
970 Wilkes County Schools 9,812 36 8,028 96 617.26 39 $2,845,420
980 Wilson County Schools 12,086 32 7,922 100 246.62 90 $1,033,655
990 Yadkin County Schools 5,699 62 8,559 72 1,125.06 13 $753,557
995 Yancey County Schools 2,318 94 9,454 39 294.36 80 $620,939
999 STATE TOTAL 1,417,458 0 8,436 0 727.52 0 $524,846,343

Source: “Statistical Profiles” at http://www.ncpublicschools.org/fbs/resources/data/
Capital Facilities, Category I  Real property; buildings and land

Category Il Furnishings and Equipment
Category 111 School buses and other motor vehicles
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Capital Needs and Expenditures

Appendix J

FNS 5-year Prorated Expended Awerage Year
# LEA Total Need 1/5 of Total 2012 Shortfall

010 Alamance - Burlington Schools 48,902,636 9,780,527 3,488,920 (6,291,607)
020 Alexander County Schools 2,736,625 547,325 494,137 (53,188)
030 Alleghany County Schools 3,423,038 684,608 153,208 (531,399)
'040 Anson County Schools 53,043,140 10,608,628 130,938 (10,477,690)
'050 Ashe County Schools 2,423,745 484,749 950,341 465,592
'060 Avery County Schools 34,190,674 6,838,135 578,102 (6,260,032)
'070 Beaufort County Schools 24,544,043 4,908,809 1,772,400 (3,136,409)
080 Bertie County Schools 36,683,258 7,336,652 177,185 (7,159,466)
090 Bladen County Schools - - 1,630,180 See note 1

00 Brunswick County Schools 56,590,403 11,318,081 1,560,364 (9,757,717)
"110 Buncombe County Schools 39,110,105 7,822,021 13,738,904 5,916,883
11 Asheuille City Schools 40,788,455 8,157,691 2,827,094 (5,330,597)
"120 Burke County Schools 28,617,325 5,723,465 1,241,536 (4,481,929)
"130 cabarrus County Schools 146,800,530 29,360,106 6,379,600 (22,980,506)
132 Kannapolis City Schools 22,322,155 4,464,431 2,935,712 (1,528,719)
40 caldwell County Schools 45,997,467 9,199,493 3,186,587 (6,012,907)
150 Camden County Schools 39,307,199 7,861,440 179,002 (7,682,437)
60 Carteret County Schools - - 2,091,952 See note 2

"170 cCaswell County Schools 26,104,771 5,220,954 476,424 (4,744,530)
"180 Catawba County Schools 47,687,380 9,537,476 4,184,600 (5,352,876)
"181 Hickory City Schools 19,123,382 3,824,676 2,033,668 (1,791,008)
"182 Newton Conover City Schools 24,967,225 4,993,445 1,246,524 (3,746,921)
90 Chatham County Schools 73,340,367 14,668,073 2,546,404 (12,121,670)
00 Cherokee County Schools 43,457,025 8,691,405 154,664 (8,536,741)
210 Chowan County Schools 31,460,428 6,292,086 19,178 (6,272,908)
220 Clay County Schools 10,917,961 2,183,592 117,976 (2,065,616)
230 Clewveland County Schools 3,877,490 775,498 6,003,316 5,227,818
240 Columbus County Schools 134,431,720 26,886,344 1,501,344 (25,385,000)
41 Whiteville City Schools 43,292,457 8,658,491 222,849 (8,435,642)
50 Craven County Schools 88,202,703 17,640,541 38,790 (17,601,751)
60 Cumberland County Schools 109,666,501 21,933,300 18,813,363 (3,119,937)
270 Currituck County Schools 18,480,347 3,696,069 237,251 (3,458,818)
280 Dare County Schools 3,286,676 657,335 87,856 (569,480)
290 Davidson County Schools 39,470,868 7,894,174 16,978,081 9,083,907
291 Lexington City Schools 11,711,401 2,342,280 1,279,866 (1,062,415)
292 Thomasuille City Schools 6,378,085 1,275,617 434,184 (841,433)
"300 Davie County Schools 6,221,595 1,244,319 1,519,438 275,119
310 Duplin County Schools 118,106,808 23,621,362 456,093 (23,165,268)
"320 Durham Public Schools 155,276,562 31,055,312 39,885,356 8,830,043
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FNS 5-year Prorated Expended Awerage Year
# LEA Total Need 1/5 of Total 2012 Shortfall

330 Edgecombe County Schools 92,639,960 18,527,992 1,354,466 (17,173,526)
340 Forsyth County Schools 276,305,631 55,261,126 36,796,621 (18,464,505)
"350 Franklin County Schools 17,532,504 3,506,501 3,097,916 (408,585)
"360 Gaston County Schools 212,415,658 42,483,132 22,594,432 (19,888,700)
370 Gates County Schools 13,077,175 2,615,435 100,277 (2,515,158)
380 Graham County Schools 290,700 58,140 56,714 (1,426)
"390 Granville County Schools 4,043,056 808,611 4,826,478 4,017,866
400 Greene County Schools 36,636,424 7,327,285 3,998,753 (3,328,532)
"410 Guilford County Public Schools 994,460,365 198,892,073 78,196,806 (120,695,267)
420 Halifax County Schools 16,308,166 3,261,633 79,028 (3,182,605)
421 Roanoke Rapids City Schools 36,793,988 7,358,798 2,488,831 (4,869,966)
422 Weldon City Schools 22,217,681 4,443,536 12,000 (4,431,536)
430 Harnett County Schools 221,267,238 44,253,448 3,278,274 (40,975,174)
"440 Haywood County Schools 28,614,495 5,722,899 1,243,799 (4,479,100)
450 Henderson Co Public Schools - - 434,161 See note 1

"460 Hertford County Schools 15,524,850 3,104,970 213,138 (2,891,832)
470 Hoke County Schools 45,897,680 9,179,536 505,184 (8,674,352)
480 Hyde County Schools 536,347 107,269 37,937 (69,332)
490 Iredell Statesville Schools 101,323,551 20,264,710 2,976,991 (17,287,719)
491 Mooresville City Schools 38,963,419 7,792,684 230,647 (7,562,037)
500 Jackson County Schools 19,897,054 3,979,411 1,081,495 (2,897,916)
510 Johnston County Schools 41,763,215 8,352,643 1,431,390 (6,921,253)
520 Jones County Schools 29,264,761 5,852,952 208,002 (5,644,950)
530 Lee County Schools 13,230,832 2,646,166 6,670,679 4,024,512
540 Lenoir County Public Schools 2,088,870 417,774 1,013,736 595,962
550 Lincoln County Schools 19,197,998 3,839,600 4,533,612 694,012
560 Macon County Schools 89,034,449 17,806,890 8,364,389 (9,442,501)
570 Madison County Schools 31,657,597 6,331,519 548,582 (5,782,937)
580 Martin County Schools 25,018,263 5,003,653 409,157 (4,594,496)
590 McDowell County Schools 2,454,913 490,983 1,256,269 765,286
600 Charlotte Mecklenburg Schools 944,067,112 188,813,422 22,071,006 (166,742,416)
610 Mitchell County Schools 10,342,109 2,068,422 781,897 (1,286,525)
620 Montgomery County Schools 77,108,403 15,421,681 - (15,421,681)
630 Moore County Schools 120,183,755 24,036,751 539,046 (23,497,705)
640 Nash Rocky Mount Sch Adm Unit 66,519,947 13,303,989 1,103,038 (12,200,951)
650 New Hanowver County Schools 225,049,468 45,009,894 7,423,841 (37,586,052)
660 Northampton County Schools 26,950,890 5,390,178 142,268 (5,247,910)
670 Onslow County Schools 166,780,229 33,356,046 1,232,223 (32,123,823)
680 Orange County Schools 33,112,697 6,622,539 4,353,107 (2,269,432)
681 Chapel Hill Carrboro Schools 27,583,447 5,516,689 5,468,483 (48,206)
690 Pamlico County Schools 1,410,665 282,133 684,275 402,142
700 Elizabeth City/Pasquotank Schoo 16,174,011 3,234,802 203,873 (3,030,929)
710 Pender County Schools 48,659,748 9,731,950 1,062,791 (8,669,159)
720 Perquimans County Schools 7,078,296 1,415,659 199,524 (1,216,135)
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730 Person County Schools - - 408,179 See note 2

740 Pitt County Schools 92,551,428 18,510,286 7,132,154 (11,378,131)
*750 Polk County Schools 2,275,763 455,153 153,861 (301,292)
760 Randolph County Schools 81,486,093 16,297,219 174,261 (16,122,957)
*761 Asheboro City Schools 61,534,753 12,306,951 572,619 (11,734,332)
770 Richmond County Schools 48,980,279 9,796,056 1,689,890 (8,106,166)
780 Public Schools of Robeson Co 325,097,896 65,019,579 3,146,887 (61,872,693)
790 Rockingham County Schools 115,224,798 23,044,960 4,787,721 (18,257,239)
'800 Rowan Salisbury Schools 110,978,737 22,195,747 1,679,863 (20,515,884)
810 Rutherford County Schools 33,582,012 6,716,402 341,785 (6,374,617)
'820 Sampson County Schools 57,655,991 11,531,198 9,304,635 (2,226,563)
'821 Clinton City Schools 24,117,026 4,823,405 252,353 (4,571,052)
'830 Scotland County Schools 25,627,759 5,125,552 1,426,941 (3,698,611)
840 Stanly County Schools - - 1,411,365 See note 2

'850 Stokes County Schools 38,623,391 7,724,678 16,067,127 8,342,449
'860 Surry County Schools 30,210,882 6,042,176 359,002 (5,683,174)
'861 Elkin City Schools 29,052,680 5,810,536 1,053,870 (4,756,666)
'862 Mount Airy City Schools 1,911,538 382,308 2,243,378 1,861,070
'870 Swain County Schools 27,419,641 5,483,928 205,421 (5,278,507)
'880 Transylvania County Schools 14,223,369 2,844,674 1,665,771 (1,178,903)
'890 Tyrrell County Schools - - 1,629 See note 2

900 Union County Public Schools 110,260,485 22,052,097 1,825,477 (20,226,620)
910 Vance County Schools 30,226,769 6,045,354 119,659 (5,925,695)
920 Wwake County Schools 938,142,034 187,628,407 77,141,542 (110,486,864)
930 Warren County Schools 18,503,351 3,700,670 362,812 (3,337,859)
940 Washington County Schools - - 34,851 See note 2

950 Watauga County Schools 5,442,419 1,088,484 305,848 (782,636)
960 Wayne County Public Schools 34,726,756 6,945,351 10,665,350 3,719,999
970 Wilkes County Schools 21,707,300 4,341,460 2,845,420 (1,496,040)
980 Wwilson County Schools 20,702,618 4,140,524 1,033,655 (3,106,869)
990 Yadkin County Schools 5,228,574 1,045,715 753,557 (292,158)
995 Yancey County Schools 3,395,267 679,053 620,939 (58,114)

Awverage 1-Year Need in Excess of 1-Yr Expenditures:

(1,115,027,928)

Note 1: Declined to provide report
Note 2: Reported “all zeros”
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Appendix K

County Effective Tax Rate and Per-Capita Income

2011 Effective Tax

2011 Per-capita

ID County Rates |% of State | Income |Rank
010 Alamance County 0.5200 90.12% 31,363 42
"020 Alexander County 05570  96.53% 30499 51
7030 Alleghany County 0.3860 66.90% 31,158 45
"040 Anson County 0.7710 133.62% 24417 100
050 Ashe County 0.3320 57.54% 28431 78
060 Avery County 0.3450  59.79% 28939 73
7070 Beaufort County 0.4950  85.79% 32,737 38
"080 Bertie County 0.6700 116.12% 29262 70
090 Bladen County 0.6290 109.01% 29135 72
7100 Brunswick County 0.3270  56.67% 33375 30
"110 Buncombe County 0.4700  81.46% 34467 24
"120 Burke County 0.5080  88.04% 30,084 56
7130 Cabarrus County 0.6410 111.09% 35561 21
"140 Caldwell County 0.5850 101.39% 27,261 87
"150 Camden County 0.6060 105.03% 37,353 14
"160 Carteret County 0.2490  43.15% 39174 8
"170 Caswell County 0.6530 113.17% 31326 43
7180 Catawba County 05230  90.64% 33320 31
7190 Chatham County 0.6220 107.80% 48,191 2
7200 Cherokee County 04140 71.75% 25751 94
7210 Chowan County 0.6160 106.76% 32,765 37
7220 Clay County 0.3250 56.33% 27,642 84
7230 Cleveland County 0.7000 121.32% 31,046 46
7240 Columbus County 0.6880 119.24% 28491 77
7250 Craven County 04720 81.80% 36610 17
260 Cumberland County ~ 0.7390 128.08% 44,678 5
7270 Currituck County 0.3130 54.25% 39,949 7
7280 Dare County 0.2930 50.78% 38633 10
7290 Davidson County 0.5400  93.59% 33121 34
"300 Davie County 0.6310 109.36% 35863 19
7310 Duplin County 0.6820 118.20% 28142 82
7320 Durham County 0.7450 129.12% 38654 9
7330 Edgecombe County 0.8490 147.14% 27,218 88
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2011 Effective Tax

2011 Per-capita

ID County Rates |% of State | Income |Rank
7340 Forsyth County 0.6770 117.33% 38,003 12
"350 Franklin County 0.7860 136.22% 29,670 62
7360 Gaston County 0.8040 139.34% 33275 32
"370 Gates County 0.6580 114.04% 27,020 90
7380 Graham County 0.4050  70.19% 25,099 97
7390 Granville County 0.7810 135.36% 28,605 75
7400 Greene County 0.7380 127.90% 26317 92
"410 Guilford County 0.6870 119.06% 37,990 13
7420 Halifax County 0.6220 107.80% 29,674 61
"430 Harnett County 0.7240 125.48% 29,247 71
7440 Haywood County 0.4440  76.95% 31496 41
7450 Henderson County 0.4230 73.31% 35,853 20
7460 Hertford County 0.7990 138.47% 27,208 89
"470 Hoke County 0.6510 112.82% 33,868 27
7480 Hyde County 0.5080  88.04% 29,572 65
7490 Iredell County 0.4270  74.00% 33,556 29
"500 Jackson County 0.2960  51.30% 28,218 80
"510 Johnston County 0.6870 119.06% 34,149 26
7520 Jones County 0.6160 106.76% 34,983 23
"530 Lee County 0.7150 123.92% 32,815 36
7540 Lenoir County 0.8020 138.99% 32,022 39
"550 Lincoln County 0.5850 101.39% 34,275 25
560 Macon County 0.2880  49.91% 30248 52
"570 Madison County 0.3960  68.63% 28,579 76
580 Martin County 0.6570 113.86% 30,613 50
590 McDowell County 0.4350 75.39% 26,114 93
"600 Mecklenburg County ~ 0.7180 124.44% 45610 4
"610 Mitchell County 0.4010  69.50% 27,345 86
7620 Montgomery County 0.4950  85.79% 28,145 81
"630 Moore County 0.4430  76.78% 38,477 11
"640 Nash County 0.6550 113.52% 33,807 28
650 New Hanover County ~ 0.4670  80.94% 36,108 18
7660 Northampton County 0.7590 131.54% 29,282 69
"670 Onslow County 0.5700  98.79% 46,163 3
680 Orange County 0.8470 146.79% 48,683 1
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2011 Effective Tax

2011 Per-capita

ID County Rates |% of State | Income |Rank
"690 Pamlico County 0.3830  66.38% 36883 16
7700 Pasquotank County 0.5560  96.36% 28673 74
7710 Pender County 0.4280  74.18% 30907 47
720 Perquimans County 0.4410 76.43% 30,207 54
"730 Person County 0.6700 116.12% 29,386 67
7740 Pitt County 0.6560 113.69% 32,841 35
"750 Polk County 04670  80.94% 37,190 15
"760 Randolph County 0.5660  98.09% 29,385 68
"770 Richmond County 0.8060 139.69% 27560 85
"780 Robeson County 0.7780 134.84% 24834 99
790 Rockingham County ~ 0.6420 111.27% 30,868 48
"800 Rowan County 05790 100.35% 29792 60
7810 Rutherford County 04910 85.10% 25640 95
"820 Sampson County 0.6870 119.06% 29426 66
"830 Scotland County 0.9320 161.53% 28,364 79
"840 Stanly County 0.5810 100.69% 30227 53
"850 Stokes County 05920 102.60% 30062 57
"860 Surry County 05630  97.57% 29962 58
"870 Swain County 0.2550  44.19% 28132 83
"880 Transylvania County 0.3930 68.11% 30,703 49
"890 Tyrrell County 0.6710 116.29% 25193 96
900 Union County 0.6740 116.81% 35552 22
7910 Vance County 0.7700 133.45% 29,621 64
920 Wake County 05420  93.93% 42555 6
7930 Warren County 0.6120 106.07% 24921 98
7940 Washington County 0.6600 114.38% 29,830 59
7950 Watauga County 0.2650  45.93% 29,648 63
960 Wayne County 0.6310 109.36% 31245 44
7970 Wilkes County 0.6190 107.28% 31575 40
"980 Wilson County 0.7290 126.34% 33170 33
7990 Yadkin County 0.7540 130.68% 30,142 55
"995 Yancey County 04370  75.74% 26404 91

NORTH CAROLINA  0.5770 36,028 -

Source: “Statistical Profiles” at http://www.ncpublicschools.org/fbs/resources/data/
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Appendix L

Composite Demographic Characteristics
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Survey 2012 2012 2010 2012 2012
Response DPI | 2012-13 ADM / % % Income [TotExp |Cap Exp
#|Supt [CFO |LEA# [LEA NAME DIST| ADM |Land Area | sq.mi. FRP Non-wh | percap $/ADM| $/ADM
1 Y " 010 Alamance County 5 22,423 423.94 52.89 55.62%  47.73% 30,720 8,209 255.60
2 Y Y " 020 Alexander County 7 5,458 259.99 20.99 54.18%  16.06% 29,700 8,023 195.39
1 y " 030 Alleghany County 7 1,446 235.06 6.15 63.31% 17.77% 30,522 10,698 428.10
2 Y Y i 040 Anson County 6 3,744 531.45 7.04 79.51%  66.93% 24,822 10,427 168.37
1 Y " 050 Ashe County 7 3,139 426.14 7.37 75.64%  10.82% 28,101 9,578 975.92
1 Y " 060 Avery County 7 2,141 247.09 8.66 60.00% 9.86% 28,275 10,581 344.67
0 " 070 Beaufort County 1 6,940 827.19 8.39 71.97%  49.68% 31,509 9,240 518.89
2 Y Y " 080 Bertie County 1 2,696 699.27 3.86 83.68%  85.09% 28,884 10,279 240.68
1 Y " 090 Bladen County 4 5,128 874.33 5.87 79.11%  59.74% 28,406 9,313 234.45
2 Y Y 100 Brunswick County 2 12,295 846.97 14.52 63.65%  31.54% 32,220 9,051 390.92
0 110 Buncombe County 8 25,592 612.44 41.79 56.24%  24.44% 33,777 8,332 374.31
1 Y 111 Asheville City 8 4,174 44.23 94.37 50.80% 42.53% 11,334 888.26
2 Y Y 120 Burke County 7 13,053 507.1 25.74 62.98%  26.20% 29,317 7,718 279.67
0 130 Cabarrus County 6 29,844 329.75 90.50 43.40%  37.48% 33,926 7,345 1,285.28
0 132 Kannapolis City 6 5,281 32.00 165.03 75.84%  56.37% 8,671 418.27
2 Y Y 140 Caldwell County 7 12,477 471.57 26.46 59.72%  18.67% 26,958 8,142 258.54
2 Y Y 150 Camden County 1 1,942 240.56 8.07 76.26%  20.70% 35,414 8,777 150.01
1 Y 160 Carteret County 2 8,489 506.25 16.77 45.11%  20.58% 38,728 8,615 1,248.82
0 170 Caswell County 5 2,858 424.92 6.73 69.44%  46.90% 29,984 9,572 239.26
1Y 180 Catawba County 7 17,128 345.72 49.54 50.93%  28.61% 32,504 7,796 697.02
1 Y 181 Hickory City 7 4,452 29.10 152.99 62.67%  53.54% 8,440 752.25
2 Y Y 182 Newton-Conover City 7 2,975 23.90 124.48 66.45%  47.88% 8,451 291.79
1 Y 190 Chatham County 5 8,109 682.19 11.89 51.95%  45.19% 45,804 9,352 1,235.46
1 Y 200 Cherokee County 8 3,368 455.43 7.40 69.57% 9.09% 25,518 10,010 320.86
2 Y Y 210 Chowan County 1 2,283 172.47 13.24 68.31%  50.44% 33,122 10,158 118.08
1Y 220 Clay County 8 1,337 214.75 6.23 60.83% 7.04% 27,199 9,868 283.88
2 Y Y 230 Cleveland County 6 15,651 464.25 33.71 64.92%  35.93% 29,990 8,776 564.27
1Y 240 Columbus County 4 6,450 931.89 6.92 77.15%  48.94% 28,300 8,908 358.16
0 241 Whiteville City 4 2,249 5.40 416.48 69.19%  52.26% 9,020 210.85
2 Y Y 250 Craven County 2 14,996 708.96 21.15 58.60%  45.91% 35,867 7,873 418.26
2 Y Y 260 Cumberland County 4 51,890 652.32 79.55 51.09%  66.22% 42,523 8,333 535.20
2 Y Y 270 Currituck County 1 3,923 261.85 14.98 36.92% 21.42% 38,239 8,508 672.87
0 280 Dare County 1 4,917 383.42 12.82 47.32%  17.61% 37,747 10,934 519.31
0 290 Davidson County 5 20,175 517.79 38.96 45.42%  12.04% 32,068 7,184 851.19
2 Y Y 291 Lexington City 5 3,038 17.98 168.97 86.11%  73.77% 10,053 1,255.22
1Y 292 Thomasville City 5 2,449 16.91 144.83 90.53%  74.16% 9,821 810.62
2 Y Y 300 Davie County 7 6,483 264.11 24.55 45.09%  21.32% 35,231 8,235 524.72
0 310 Duplin County 2 9,278 816.22 11.37 76.25%  62.43% 28,306 8,414 335.70
0 320 Durham Public 3 33,072 285.98 115.64 63.56%  79.35% 37,964 10,130 1,183.34
1 Y 330 Edgecombe County 3 7,076 505.34 14.00 84.96%  66.91% 27,103 8,610 219.72
1Y 340 Forsyth County 5 53,189 408.15 130.32 55.10%  56.43% 37,059 8,748 1,141.48
1Y 350 Franklin County 3 8,660 491.68 17.61 61.30%  48.70% 29,071 8,260 1,608.79
0 360 Gaston County 6 30,985 356.03 87.03 59.86%  34.03% 33,922 7,567 803.29
1 Y 370 Gates County 1 1,794 340.45 5.27 58.83% 41.04% 26,105 10,615 388.24
1 Y 380 Graham County 8 1,227 292.08 4.20 63.61% 17.12% 24,468 10,780 621.41
1 Y 390 Granville County 3 8,559 531.57 16.10 51.01%  48.42% 27,588 8,336 562.78
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Survey 2012 2012 2010 2012 2012
Response DPI | 2012-13 ADM / % % Income [TotExp [Cap Exp
# |Supt |CFO |LEA# |LEA NAME DIST| ADM |LandArea| sg.mi.| FRP Non-wh | percap S$/ADM| $/ADM
2 Y Y 400 Greene County 2 3,213 265.93 12.08  84.28%  68.19% 26,103 9,710 565.23
1 Y 410 Guilford County 5 72,603 645.7 112.44  58.69% 61.72% 36,748 9,076 1,042.28
2 Y Y 420 Halifax County 3 3,674 712.35 516  94.40%  95.20% 28,819 10,787 150.94
1 Y 421 Roanoke Rapids City 3 3,113 9.94 31318 65.44% 30.99% 8,122 346.48
0 422 Weldon City 3 1,011 1.80 561.67 88.83% 96.76% 12,760 253.79
1 Y 430 Harnett County 4 19,871 594.99 3340 57.93% 47.90% 28,537 7,803 863.87
1 Y 440 Haywood County 8 7,665 553.69 13.84  54.90% 10.41% 30,980 8,848 328.57
1 Y 450 Henderson County 8 13,563 373.07 36.36  54.87% 28.23% 35,577 8,085 131.37
1 Y 460 Hertford County 1 3,047 353.06 8.63 84.95% 84.18% 27,093 10,563 416.08
2.y Y 470 Hoke County 4 8,228 390.74  21.06  69.39% 72.19% 30,972 8,610 171.17
2 Y Y 480 Hyde County 1 574 612.7 094 68.60% 47.18% 28,745 18,344 398.45
1 Y 490 Iredell County 7 21,447 551.81 38.87  43.54%  29.65% 31,810 7,708 378.89
2 Y Y 491 Mooresville City 7 5,682 22.02 258.04  40.88% 27.95% 7,716 1,574.47
2 Y Y 500 Jackson County 8 3,634 490.76 7.40  58.20% 21.81% 27,218 9,274 377.76
1 Y 510 Johnston County 3 33,175 791.3 4192  45.89% 38.82% 32,731 7,998 1,117.43
1 Y 520 Jones County 2 1,128 470.71 240  91.17%  57.45% 33,393 12,294 450.57
2 Y Y 530 Lee County 4 9,857 254.96 38.66  64.42%  56.46% 32,193 8,343 393.74
1 Y 540 Lenoir County 2 9,097 400.59 22,71 76.92%  59.60% 31,426 8,384 194.82
0 550 Lincoln County 6 11,803 297.94  39.62  49.51% 19.90% 33,029 7,523 615.75
1Y 560 Macon County 8 4,417 515.56 857  65.20% 17.54% 29,793 9,436 545.58
1 Y 570 Madison County 8 2,548 449.57 567  62.96% 5.13% 28,153 9,534 718.71
0 580 Martin County 1 3,721 461.22 8.07 73.22%  56.47% 29,728 9,704 389.73
2 Y Y 590 McDowell County 8 6,455 440.61 14.65 69.94%  18.98% 25,353 8,605 137.49
1Y 600 Mecklenburg County 6 139,737 523.84 266.76  53.98% 67.53% 43,882 8,121 399.58
1 Y 610 Mitchell County 8 2,071 221.43 9.35 58.91% 8.90% 26,562 10,052 785.49
0 620 Montgomery County 4 4,139 491.76 8.42 76.46%  53.79% 27,230 9,087 87.55
1 Y 630 Moore County 4 12,499 697.84 17.91  45.92%  33.70% 38,216 8,044 181.58
2 Y Y 640 Nash-Rocky Mount 3 16,576 540.41 30.67 69.62%  64.80% 34,640 8,707 517.67
2 Y Y 650 New Hanover County 2 25,024 191.53  130.65 51.90% 36.53% 35,085 8,626 1,028.55
1 Y 660 Northampton County 3 2,230 536.59 4.16  98.19%  83.80% 28,541 11,198 394.82
2 Y 670 Onslow County 2 25,081 762.74  32.88  47.68%  38.67% 43,990 7,512 870.06
0 680 Orange County 5 7,420 370.46 20.03  41.55% 34.31% 46,713 9,354 574.78
1 Y 681 Chapel Hill-Carrboro 5 12,129 27.50 441.05 26.41%  50.53% 10,548 1,039.82
1 Y 690 Pamlico County 2 1,393 336.54 414  64.23% 31.82% 35,325 11,260 850.72
1 Y 700 Pasquotank County 1 5,858 226.88 25.82 61.69%  52.81% 27,915 9,137 193.80
1 Y 710 Pender County 2 8,397 869.8 9.65 63.69%  32.45% 30,381 7,875 1,036.96
2 Y Y 720 Perquimans County 1 1,769 247.09 7.16  69.20%  36.06% 29,068 10,041 292.17
2 Y Y 730 Person County 5 4,828 392.32 12.31 63.90%  47.48% 29,282 8,799 211.11
0 740 Pitt County 1 23,594 651.98 36.19 61.38% 61.69% 32,001 8,164 879.73
1Y 750 Polk County 8 2,300 237.79 9.67 64.25% 20.71% 37,319 10,574 152.36
2 Y Y 760 Randolph County 5 18,528 764.72 24.23 55.60% 21.93% 28,723 7,662 800.15
1 Y 761 Asheboro City 5 4,852 17.80 27258  70.15% 57.61% 8,759 195.39
2 Y Y 770 Richmond County 4 7,643 473.82 16.13 75.75%  54.23% 27,741 8,430 776.71
2 Y Y 780 Robeson County 4 24,023 949.22 25.31 83.79% 84.13% 24,599 8,390 384.75
2 Y Y 790 Rockingham County 5 13,596 565.55 24.04  60.00% 36.68% 29,920 8,634 331.19
2 Y Y 800 Rowan-Salisbury 7 20,079 511.37 39.27 61.89%  35.35% 29,816 8,622 244.02
2 Y Y 810 Rutherford County 8 8,803 564.15 15.60  70.60%  26.78% 25,258 8,863 366.00
1Y 820 Sampson County 2 8,618 936.99 9.20 72.87% 57.73% 29,729 8,392 1,671.84
2 Y Y 821 Clinton City 2 2,987 7.75 385.42 74.97%  68.10% 9,143 158.83
0 830 Scotland County 4 6,124 318.85 19.21 79.81%  68.09% 28,525 10,056 360.06
1Y 840 Stanly County 6 8,953 395.09 22.66  56.04%  26.46% 29,165 8,213 267.66
1 Y 850 Stokes County 5 6,822 448.86 15.20 51.95% 12.89% 28,919 8,774 1,083.94




Survey 2012 2012 2010 2012 2012
Response DPI | 2012-13 ADM / % % Income [TotExp [Cap Exp

# |Supt |CFO [LEA# [LEA NAME DIST| ADM |[Land Area | sq.mi. FRP Non-wh | per cap $/ADM| S$/ADM
1Y 860 Surry County 7 8,449 497.66 16.98 65.47%  24.22% 29,685 8,465 863.08
2 Y Y 861 Elkin City 7 1,182 26.11 4527  43.49%  25.26% 8,993 1,431.74
0 862 Mount Airy City 7 1,691 8.40 201.31 60.94%  30.14% 9,615 983.56
1 Y 870 Swain County 8 1,982 528.00 3.75 66.77%  32.55% 27,528 9,648 238.70
2 Y Y 880 Transylvania County 8 3,555 378.53 9.39 58.82%  16.52% 30,937 9,644 476.30
1 Y 890 Tyrrell County 1 570 389.04 1.47 81.16%  56.44% 23,925 17,322 263.48
0 900 Union County 6 40,454 631.52 64.06 36.05% 31.91% 34,184 7,971 1,287.65
1Y 910 Vance County 3 6,848 253.52 27.01 95.25%  77.59% 28,785 9,475 116.70
1 Y 920 Wake County 3 150,544 835.22 180.24 38.57%  50.68% 41,440 7,880 1,354.46
1 Y 930 Warren County 3 2,426 428.46 5.66 86.46%  81.65% 24,047 10,895 400.28
1 Y 940 Washington County 1 1,710 348.14 4.91 93.34%  79.09% 29,133 11,135 314.28
1Y 950 Watauga County 7 4,491 312.56 1437  41.33% 14.33% 29,151 8,990 232.08
1 Y 960 Wayne County 2 19,333 553.09 34.95 66.34%  58.68% 29,893 7,820 340.80
0 970 Wilkes County 7 9,979 754.28 13.23 65.93%  19.20% 30,975 8,028 617.26
2 Y Y 980 Wilson County 3 12,246 368.17 33.26 64.41%  64.15% 33,044 7,922 246.62
2 Y Y 990 Yadkin County 7 5,739 334.83 17.14 55.76%  24.98% 29,959 8,559 1,125.06
2 Y Y 995 Yancey County 8 2,367 312.60 7.57 59.62%  12.62% 25,418 9,454 294.36

21 LEAs NR TOTALor AVG 1,443,998 29.70 56.00% 47.53% $35,007 $ 8,436 S 727.52

18% No response

Source: “Statistical Profiles” at http://www.ncpublicschools.org/fbs/resources/data/

A response to the survey by the district superintendent (Supt) and/or by the district chief

finance officer (CFO) is noted by “Y” in the appropriate column.
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Appendix M

Selected responses to Survey Question 19:
If you would advocate changing the process by which funds are allocated
for capital facilities, what would you recommend?

(Responses are paraphrased; related responses are grouped together.)
[Editorial comments are shown in brackets.]
Number of substantially similar comments shown in { }

At certain intervals, the state needs to invest in major infrastructure upgrades—there are a lot
of old school buildings in NC that need to be replaced or substantially remodeled. [The last
state-wide bond issue was in 1996.] {4}

The citizens of our county would pass more bond referenda IF our county commissioners
would put them on the ballot—Dbut they [commissioners] never want to increase taxes. {2}

Apply lottery funds to school construction in lieu of programs [programs include support for
early childhood education and scholarships for higher education]... {2}

or in lieu of debt service [currently, over 3/4 of funds are used for debt service]. Use
of PSBCF money for old debt “has prevented new construction in this county.” {2}

Change how lottery funds are allocated, so that funds go directly to the LEAs for
construction. [Currently, there must be an agreement between the local board of education
and the county commissioners as to the utilization of funds, and the funds are deposited into
the county disbursing account.] {1}

Revise lottery funding to original 65/35 formula. {3}

Use lottery funds as they were originally designated; do not increase scope of use for
other programs. [Recent legislation includes use for technology.] {4}

The General Assembly should discontinue using lottery funds to cover other budget
deficits. {1}

The image of the lottery is absurd; it is inadequate to meet our needs, yet it is portrayed to the
public in such a way that people believe the lottery funding is sufficient for our needs. {1}

School boards should have taxing authority and the autonomy to define capital needs. {4}

Neither state funding nor county funding is adequate to meet needs. The state should fund
ALL operational needs (current expenses) and the county should fund ALL capital needs.{2}
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Change distribution of Articles 40 and 42 sales tax allocations back to per-capita basis, rather
than by point-of-sale. {6}

In counties with more than one LEA, the distribution of capital funds may be seen as unfair,
especially if it is based on ADM rather than need (age or condition of facilities). Thisis a
political issue, between the county commissioners and the multiple school boards. {1}

Provide funding so that every community has the same opportunities despite differences in
wealth. {1}

Funding should be based on need, not ADM {2}
Providing funding based strictly on ADM does not adequately provide for small
school systems. There should be a base amount for every school district, and then give

ADM funding on top of that. {1}

Allocate state funds for capital facilities using a ‘wealth indicator’ similar to that used
for the funding of current expenses. {1}

The county should supply a guaranteed amount of funding every year with a percentage
increase each year to offset inflation. {2}

Streamline the process of determining capital budgets to reduce ‘time lags.’ {1}
Perform a complete survey of all facilities across the state, based on criteria established by
the state, rank the counties based on need, and allocate funds in that order. [This is similar in

concept to Critical Needs Funding in 1987.] {2}

More oversight by the State to ensure county government is doing all that it should, or to
assist in funding. {1}

Federal government should provide supplemental funding in districts heavily impacted by
federal properties (primarily military). {1}

To supplement local property tax, establish a luxury tax on professional athletes and
entertainers who are filthy rich. {1}
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Appendix N
Qualified Zone Academy Bonds
The Qualified Zone Academy Bonds (QZAB) program is a tax code provision
(Internal Revenue Code 1397E) created under the Taxpayer Relief Act of 1997 (Public Law
105-34 - AUG. 5,1997) and designed to assist eligible local education agencies and schools
to establish qualified zone academies in partnership with local businesses. This program has
been included in the American Recovery and Reinvestment Act of 2009 (ARRA). Proceeds
from the bonds may be used only to...

a. Rehabilitate or repair the public school facility in which a qualified zone academy is
located, which may include wiring and other infrastructure improvements related to
providing technology; and

b. Provide equipment related to the rehabilitation or repair, but not personal computers
or similar technology.

The Provision offers tax credits, at a level set by the Treasury Department that is intended to

allow the issuance of bonds without interest, to holders of bonds issued by eligible localities.
However, even though these bonds were designed to be interest-free to the LEAS, the

majority of the available funding has gone unused. Over $68.6 million in authorizations have

expired, and over $36.3 million are currently available but unrequested (see Table N.1) The

! From “North Carolina Guidelines / Qualified Zone Academy Bonds” accessed at
http://www.schoolclearinghouse.org/otherinf/QZAB/QZABPackage2009.pdf on August 2, 2013.
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process requires approval by the North Carolina Department of Public Instruction (DPI) and

by the Local Government Commission (LGC) of the Department of State Treasurer.

Table N.1

Qualified Zone Academy Bonds funding ($) by Year

| | 2008 | 2009 | 2010 2011 2012 2013
DPI Approved Allocation 12,000,000 15,913,766 4,000,000 | 3,500,000 - -
LGC Approved Allocation 12,000,000 8,970,770 - - - -
Total Bonds Issued 12,000,000 8,970,770 - - - -
Balance Unissued - 6,942,996 4,000,000 | 3,500,000 - -
Total Fed Authorization 44,099,000 44,454,000 | 13,178,000 13,318,000 13,318,000
DPI Approved Allocation 15,913,766 4,000,000 | 3,500,000 - -
Unrequested Funding 28,185,234 40,454,000 | 9,678,000 13,318,000 13,318,000
Funding Expiration Date 12/31/2013 12/31/2014 12/31/2015
FUNDING REMAINING 2009-2010 (EXPIRED) 68,639,234

FUNDING CURRENTLY AVAILABLE (UNALLOCATED)

Source: Author’s calculations from data available at http://www.schoolclearinghouse.org 8/2/ 2013.
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Appendix O

Dichotomized Responses of Selected Survey Topics

Supt Fin Off
Topic Response Percent Percent Difference

1 The conditions of school buildings have a significant impact on student learning
Agree or Strongly Agree 100.0% 97.2% 2.8%
Disagree or No Opinion 0.0% 2.8%

2 Capital Facilities should be equal within a district
Agree or Strongly Agree 91.3% 90.3% 1.0%
Disagree or No Opinion 8.7% 9.7%

3 Capital Facilities should be equal from district to district
Agree or Strongly Agree 82.6% 75.0% 7.6%
Disagree or No Opinion 17.4% 25.0%

4 Elementary Schools within the respondent's district are equal

Agree or Strongly Agree 41.3% 26.4% 14.9%

Disagree or No Opinion 58.7% 73.6%

6 Middle Schools within the respondent's district are equal

Agree or Strongly Agree 55.8% 41.7% 14.1%
Disagree or No Opinion 44.2% 58.3%

8 High Schools within the respondent's district are equal
Agree or Strongly Agree 56.5% 36.1% 20.4%
Disagree or No Opinion 43.5% 63.9%

16 The process of funding Capital Facilities from local property tax is fair and equitable
Agree or Strongly Agree 37.0% 27.4% 9.6%
Disagree or No Opinion 63.0% 72.6%

17 The State should provide more funding for Capital Facilities
Agree or Strongly Agree 95.7% 90.4% 5.2%
Disagree or No Opinion 4.3% 9.6%

18 The Federal Government should provide more funding for Capital Facilities
Agree or Strongly Agree 45.7% 50.7% -5.0%
Disagree or No Opinion 54.3% 49.3%

Differences of (an arbitrary) ten percent or more between superintendents as a group and
finance officers as a group are ‘flagged’ as significant.
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Appendix P

Reduction of Appropriated Funds for Current Expenses

FY 2005-2006 FY 2006-07 FY 2007-08 FY 2008-09

Central Office 104,807,383 111,438,844 117,328,132 121,005,235
Instructional Personnel and Related 4,557,637,576  4,901,316,394  5,214,158,034  5,372,563,542
Support 333,315,719 362,923,171 386,767,354 411,316,199
Categorical Programs 1,792,723,145 1,992,926,256  2,159,410,440  2,295,302,512

LEA Adjustment* (44,291,248) - - -
Other 217,958,969 238,148,196 284,052,250 315,481,540
Total Fund Requirements 6,962,151,544  7,606,752,861  8,161,716,210 8,515,669,028
Funded by Receipts, Civil Penalties, etc. (102,500,000)  (238,664,291)  (247,679,167)  (322,495,600)
Total State Appropriations 6,859,651,544  7,368,088,570  7,914,037,043  8,193,173,428
As percent of Total State Budget 39.9% 39.7% 37.3% 38.4%
Students Allotted 1,398,226 1,434,625 1,461,740 1,476,566
Appropriations per Student [$ 490597 ||$ 513590]|[$ 541412|[S 5548.80 |

FY 2009-2010 FY 2010-11 FY 2011-12 FY 2012-13

Central Office 107,418,117 107,450,586 92,194,258 94,626,908
Instructional Personnel and Related 5,274,436,391  5,236,036,223  5,359,197,353  5,438,603,933
Support 13,646,831 21,943,881 340,571,273 351,125,707
Categorical Programs 2,198,731,951  2,257,393,834  2,303,571,571  2,387,985,710

LEA Adjustment* (225,000,000)  (304,774,366)  (428,991,908)  (359,738,508)
Other 276,522,747 246,850,764 249,157,009 254,666,609
Total Fund Requirements 7,645,756,037  7,564,900,922  7,915,699,556  8,167,270,359
Funded by Receipts, Civil Penalties, etc.  (298,969,177)  (419,334,941)  (414,180,495)  (430,569,163)
Total State Appropriations 7,346,786,860  7,145,565,981  7,501,519,061 7,736,701,196
As percent of Total State Budget 35.0% 37.6% 38.5% 37.3%
Students Allotted 1,464,914 1,475,668 1,480,991 1,492,793
Appropriations per Student [$ 501517 ||$ 484226||$ 506520[[$ 5182.70 |

*”Discretionary Reduction:” LEAs may choose which category(ies) of funding to reduce.

Source: http://www.ncpublicschools.org/fbs/resources/data/#highlights
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Appendix Q
Variations in Capital Funding from the State Lottery

The North Carolina State Lottery was established under SL 2005-344 (House Bill
1023), signed by the governor on August 31, 2005, which added a new Chapter (18C) to the
General Statutes. The following provisions of distribution of lottery revenue are noted in
G.S. 18C-162:

At least 50% of total annual revenues shall be returned to the public as prizes.

At least 35% of total annual revenues shall be transferred per G.S. 18C-164.

No more than 8% shall be allocated for payment of expenses of the Lottery.

No more than 7% shall be allocated for compensation paid to game retailers.
The net revenue of the Lottery, remaining after prizes, expenses, and other obligations are
satisfied, and after a “reserve” fund is deducted, are to be distributed per G.S. 18C-164:

50% to support class size reduction in early grades, and for prekindergarten.

40% for school construction in accordance with G.S. 115C-546.2.

10% to fund college and university scholarships.
Therefore, 40% of 35% (= 14%) of the gross revenue of the Lottery was to be allocated for
school construction under the (slightly modified) provisions of the Public School Building
Capital Fund. Due to escalating pressures—both judicial and popular—to increase funding
for early childhood education, however, the North Carolina legislature began allocating
funding by specific dollar-amount, rather than percentage of net revenue, and the share for
capital facilities was reduced in order to increase the share for other needs. This was done
“notwithstanding” any other provision of statute, as found in the various recent

Appropriations Acts. (This, and all other noted general statutes, can be found on the website

of the North Carolina General Assembly, at www.ncleg.net.) See Table Q.1.
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Table Q.1

Reductions of Lottery Transfers to the Public School Building Capital Fund

Historical Data  °

Appropriations Act::SL 2013-360

FY2009-10 | FY2010-11 | FY2011-12 | FY2012-13 FY2013-14 | FY2014-15
Net Lottery Revenue 400,929,982 419,171,852 435,478,201 6 441,359,401 481,832,724 468,433,093
PSBCF at 40% ° 160,371,993 167,668,741 174,191,280 176,543,760 192,733,090 187,373,237
Actual Lottery Allocated 179,109,129 3
Legislative enactment 113,741,929 “* 100,000,000 * 100,000,000 * 100,000,000 100,000,000
For Facilities, as % of Net 27.1% 23.0% 22.7% 20.8% 21.3%
Difference (revenue lost) 18,737,136 (53,926,812) (74,191,280) (76,543,760) (92,733,090) (87,373,237)
Actual Lottery funding lost for FY 2010-11 through FY 2012-13 (204,661,853)
Projected Lottery funding lost for FY 2013-14 and 2014-15 (180,106,327)
Projected Lottery funding lost for FY 2010-11 through FY 2014-15 (384,768,179)

Notes:

1
2

w

o

. Source: Lottery Website -- http://www.nc-educationlottery.org/beneficiary.aspx

. Original legislation called for 40% of net |ottery revenue to be transferred to the PSBCF

. Allocated funding based on 65/35 rule was $147,228,083, plus $31,881,046 added by
legislative action to make distribution per ADM equal in every LEA across the state.

. "Official" amount, not considering that some funds were actually transferred
outside the fiscal year. (This includes $1.5 million for School Planning & Plant Operations.)

. Some funds used to pay salary of classroom teachers, at discretion of local board of education.

. From 2012-13 State Budget -- http://www.ncleg.net/Sessions/2011/Bills/House/PDF/H950v7.pdf
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Appendix R
Counties which Benefited from the ‘Tax Effort’ Funding of the Lottery
Under the original provisions of the legislation, lottery funding for construction was
allocated in two parts. The first part (65%) was allocated among all 115 LEASs on the basis
of ADM. The second part (35%) was allocated to those LEAs whose ‘tax effort’ exceeded
the state average; those participating districts received a share also based on ADM—and

proportional to the ADM of those districts in the ‘tax effort” group.

EDUCATION LOTTERY - SCHOOL CONSTRUCTION 35% FUNDING
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[ | Funded in 2006-07 only

[ ] Funded in 2007-08 only

[ | Funded in 2006-07 & 2007-08

Source: Fiscal Research Division (a Staff Agency of the NC General Assembly): Powerpoint
presentation “North Carolina Education Lottery / Education Program Funding,” presented to the Joint
Legislative Lottery oversight Committee on May 9, 2008.
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Appendix S

Local Option / Partial Cent Sales Tax and Land Transfer Tax

Funding

Authority

Use of Funds (Remarks) .

SUBCHAPTER VIII. LOCAL GOVERNMENT SALES AND USE TAXES

First 1 cent Sales
and Use Tax

First Half-Cent
Sales and Use Tax

Second Half-Cent
Sales and Use Tax

Third-Half-Cent-
Sales-and-Use Tax
(changed to)
Local Government
Hold Harmless
Provisions*

GS 105-463 ff
(Article 39)

GS 105-480 ff
(Article 40)

GS 105-495 ff
(Article 42)

GS 105-515 ff
(Article 44)

SL 2007-0323

Local Designation
(by point of sale)

First 5 years: 40% to school capital outlay

Next 23 years: 30% to school capital outlay
(by population)

First 25 years: 60% to school capital outlay
(by point of sale)

Local Designation

(will be 1/4 cent Oct 1, '08 thru Sept 30, '09)

*Repealed by Session Laws 2007-323, s. 31.16.4(a,) effective October 1, 2009.

One-Quarter Cent
Sales and Use Tax

GS 105-535 ff
(Avrticle 46)
SL 2007-0323

Same as Article 39
(Have to do Arts. 39, 40, and 42 first)
(by point of sale)

SUBCHAPTER X. LOCAL OPTION COUNTY TAXES

Land Transfer Tax** GS 105-600 ff

(Article 60)
SL 2007-0323

Local Designation

(Cannot do both Art. 46 and Art. 60)

**Repealed by Session Laws 2011-18, s. 1, effective March 31, 2011.

Source: N. C. General Assembly website, http://www.ncleg.net/gascripts/statutes/Statutes.asp,
accessed August 9, 2007 and updated September 12, 2013.
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According to Millonzi and Rivenbark (2008), there was significant impact on the

local option sales taxes by the phased implementation of Medicaid funding reform, after

“years of intense lobbying by counties across the state to eliminate the counties’ share of

Medicaid costs” (p. 2). In exchange for the state bearing that cost, legislation* reduced

county revenue sources as follows:

PSBCF Reduction, for FY 2007-08 only, by the lesser of 60% of the expected ADM
allocation or 60% of the amount of the county’s Medicaid expenditures assumed by
the state. Counties were required to supply additional funds to the public schools in
that amount.

Repeal of Local Sales Tax Authority to levy the Article 44 half-cent tax over a two
year period, increasing the state sales and use tax by one-quarter cent on October 1,
2008 and by another one-quarter cent on October 1, 2009. It also changed the
allocation method of Article 42 half-cent tax revenue from ‘per capita’ to ‘point of

sale.’

Financial gains to the counties include the following:

The state assumes 25% of the counties’ Medicaid costs from October 1, 2007 through
May 31, 2008; 50% of claims from June 1, 2008 through May 31, 2009; and 100%
after June 1, 20009.

The state guaranteed that all counties will experience a financial gain of at least
$500,000 annually as a result of this realignment, or the state will make a
supplemental payment to the county for the difference.

The state authorized two new local option revenue sources—a Land Transfer Tax, or

an additional one-quarter cent sales and use tax (Article 46 tax).

Counties’ financial situations were improved; the state assumed more fiscal responsibility.

* Section 31 of S.L. 2007-323 and Section 14 of S.L. 2007-345, as modified by Sections 13-
15 of S.L. 2008-134 (SB 1704), collectively the “Medicaid Funding Reform Legislation.”
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Appendix T
North Carolina Sales and Use Tax
The state general rate of sales and use tax is 4.75%.

*k*k

All counties (74) not specifically listed below have added 2.00% of local sales and use tax
(Articles 39, 40, and 42), for a total of 6.75%

The following (23) counties have added 2.25% of local sales and use tax (Articles 39, 40, 42,
and 46), for a total of 7%:

Alexander, Buncombe, Cabarrus, Catawba, Cumberland, Duplin, Edgecombe,
Greene, Halifax, Haywood, Hertford, Lee, Martin, Montgomery, New Hanover,
Onslow, Pitt, Randolph, Robeson, Rowan, Sampson, Surry and Wilkes Counties.

The following county has added 2.00% of local sales and use tax (Articles 39, 40, and 42),
plus an additional 0.50% tax for public transportation, for a total of 7.25%:

Mecklenburg County

The following (2) counties have added 2.25% of local sales and use tax (Articles 39, 40, 42,
and 46), plus an additional 0.50% tax for public transportation, for a total of 7.50%:

Durham and Orange Counties

**kk
Summation: Article 39, 40, and 42 Sales and Use Tax: 75 Counties
Article 39, 40, 42, and 46 Sales and Use Tax: 25 Counties
Not participating in the additional Sales Tax: 0 Counties

See Table R.1for revenues generated by the General Rate (4.75%) not including revenue
generated by the Local Sale and Use Taxes noted above.

Source: NC Department of Revenue, http://www.dornc.com/fag/sales.html, accessed 9/12/2013.
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Table T.1

North Carolina General Sales and Use Tax, rates and revenues

Portion of State

State sales and sales and use Computed State

State sales and  use tax, gross tax, gross State sales and sales and use

use tax collections collections use tax, tax collections

taxed at general taxed at general
gross collections rate rate general rate per 1¢ of tax
Fiscal year [$] [$] [%] [%] [$]

1997-98..... 3,444,923,553  2,711,976,745 78.72% 0.04 677,994,000
1998-99..... 3,696,235,091  2,935,215,573 81.62% " 733,804,000
1999-00..... 3,608,884,890  3,117,512,988 86.38% " 779,378,000
2000-01..... 3,690,738,438  3,201,778,667 86.75% " 800,445,000
2001-02..... 3,994,007,200  3,397,612,545 85.07% 4%,4.5% 784,490,000
2002-03..... 4,291,189,572  3,559,693,832 82.95% " 4.5% 791,043,000
2003-04..... 4,622,805,361  3,869,165,080 83.70% " 859,814,000
2004-05..... 4,894,933,722  4,111,246,661 83.99% " 913,610,000
2005-06..... 5,374,153,110  4,501,260,261 83.76% " 1,000,280,000
2006-07..... 5,505,595,819  4,574,033,710 83.08% 4.5%,4.25% 1,045,795,000
2007-08..... 5,572,264,667  4,581,691,663 82.22% " 4.25% 1,078,045,000
2008-09..... 5,326,508,270  4,301,671,153 80.76% 4.25%,4.5% 975,252,000
2009-10..... 6,087,041,393  5,013,391,493 82.36% 4.5%,5.5%,5.75% 927,334,000
2010-11..... 6,620,297,200  5,557,791,438 83.95% " 5.75% 966,572,000
2011-12..... 5,945,826,703  4,979,958,230 83.76% " 4.75% 1,029,396,000

Source: Personal communication with Cynthia Honeycutt, Revenue Administration Officer, Local
Government Division, North Carolina Department of Revenue, September 16, 2013. (This data has
not yet been publically released, but previous versions are available at http://www.dornc.com/
publications/abstract/2011/part3.html)
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