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FUNDING GPTlorsE EBEMENTARY AND SEcanhARY EDUCATION
ABSTRACT
Five key issues confront school finance ;n 07tario: 1) inequities
caused by the ability of §chobi boétéé with Plgh sssessed
valuat1on per pupil to raise more funds abeve the grant ce111ng

than can boards with low assessed valuatlon Py pupil' 2) the

fact prov1nc1al support for educatlon has r15en more slowly than

per pupil éxpéhéiturégi 3) the loss of eff1°1ency in education
as per pupil costs have 1ncreased faster chaﬂ 1nf1at1on, 4} the
funding of grades 11 to 13 in Roman Cathlic Separate schools;

and 5) the fiscal autonomy of school Séaiaév

Four opttons are for f1nanc1ng education zfe dlscussed. 1) retain
the current "mill rate equallzatlon" granc P h, adapted to the

requirements of a two- panal eiementaty eﬂd 5erndary, Roman

level and cost of program' 3) 1nst1tute a fonndat1on grant plan
with a varlabie foundation level based on Welghted students and a
non-mandatory basic levy; and 4) instituﬁé a Fg0urce cost modei

(RCM) for funding on a program ba3is.

stated above are resolved. The four Scengrliod are éé§ irééd: 1)

two-tier boards with lower tier boards se¢ Up °N the basis of



reiigion and language rather than geography, 2) parallel pub11c

programs at the secondary 1eve1° and 4) a h1ghly fragmented
s1tuat1on w1th a multitude of boards based on religion and
language, and private schools funded by the province.

The f1rst two scenarios are seen to pose the fewest probiems as
far as finance is concerned, though in the second scenario Some
action would have to be taken to compensate Cathol1c boards for
the1r iack of commercial and 1ndustr1al assessment. The latter
two scenar1os are seen to requlre a move towards program fund1ng,

with a resource cost model rully funded by the Prov1nce nééded if

In conciusibn, the author's expectations are given. These include

a restricted Roman Cathol1c separate system, a foundation §§ant
plan with non—mandatory basié levy for boards of bzlow average
wealth, spend1ng limits on weaIthy boards, and spec1al grants to
assist boards w1th below average commercial and industrial

assessment.



FUNDING OPTIONS: ELEMENTARY AND SECONDARY EDUCATION

, Stephen B. Lawton
The Ontario InSituté for Studies in Education

What choices does Ontario have in funding its elementary and

secondary schools? What factors affect these choices, and what
are the implications of the various options? These are the key
questions addressed in this paper.

Discussion of funding options does not occur within a vacuum. In
fact, five key issues or problems in the current mode of financing
education in Ontario must be taken into account since it is likely
that available choices for funding will be judged by how well they
resolve thesc issues: (1) apparent inequities that have arisen as

school boards, with vastly differing assessed values, have come to
depend upon "over=ceiling” expend. tures in order to provide Ehe
standard of education expected by their communities; (2) the level
of provincial support for éiéﬁéﬁtary and secondary education or,
stated another way, tne failure of the gréni Céiiinéé to increase
as rapidly as school boards' expenditures; (3) the apparent 10ss

of efficiency in education as per pupil expenditures have been
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rxstng at a rate fascer than overall 1nf1at1on' (4) the manner in
which grades 11 through 13 will be funded for Roman Catholzc
separate school boards; and (5) the fiscal relations between the
provincial government and school boards; i.e:, the question of
the autonomous power of school boards to levy taxes

éiéériy; th se f:ve rssues are 1nter reiitéd 'nd progress towards
réséiviﬁé one of them mey either forward or hinder progress in
resolving the others. For exampié, raising tne grant ceiling
wouid éddréss the second problem noted aboVé, and woutld also help
to reduce fnequ1t1es, but at the c cost of perhaps decreased
efficiency.

The flnanclal issues are not the only factors that must be

considered in di"cu551ng fundlng opt1ons, however. A more

fundamental questlon than how fund1ng is to occur is the questxon

of what is to be funded The government s decxsxon to fund grades
xmpilcatron of substantial restructurlng of the Ontarlo school
system. In the op1n1on of some, this restructurtng wiit be more
far reaching than e1ther the formatxon of county boards in 1969 or
the formation of the Metropolitan Toronto School Board in the
early 1950s. It should be recalled that these restructurings were
in large part brought about by a desire to facilitate the
provision of a higher uniform level of educational service across
the province: Restructuring then, as now, was tied to financing

of education.




A Efééﬁiﬁéhé quest1on, therefore, is how education will be

structured in Ontario in 5 to 1@ years. As yéé; there is no

definitive p1cture of what this structure may be. This

ebmbiiééteé since one éasé invent various pzctures of how
education Eiéﬁé be Sféehi;ed; In the next section, fbur éifgeiehé
“futures" for Ontario education will be described. In these,
particular attention is paid to four matters: (1) Catholic and

hbniééthoiic schools; (2) schools for francophones, (3) the future

of grade 13 (1 e., length of study in se ondary schools) and (4)

In a subsequent sectzon, the relat1onsh1e or 1mpact of each of
these possible structures on the five fiscal issues noted above
w111 be discusséa It wéli be seen that under some structures

certain f1nanc1al issues cease to be of 1mportarce while oth’*”

rise in iﬁ@éfEéﬁéé; At the same t1me, it may be seen that certain
issues transcend all ‘structures; and it is these issues that are
most fundamental: Finally, various fund'ng options will be
discussed,; options which resolve both fundamental financizl issues
that will remain regardless of the structure of education in
bnéério; and issues which are specific to certain educational
structures.

The Structure of Education - 1995

The funding of grades 11 to 13 in Ontario's Roman Catholic

separate schools, along with possible funding of some or all of



'the costs of education in prxvate schoozs, makes it very 11kely
that the structure of education in Ontario 1n, say, 1995 will be
dlfferent from that which we exper1ence today. Four possible

scenarios are as follow.

would be composed of representatlves of lower~tier boards, much as
is in the case of thé Metropolitan Toronto School Board Eaaay;
However, these lower tier boards would not be based on geographlc
areas, but 0n rellgxous or other criteria. For example, there
.would be a non- secular, publlc lower-tier board, a Catholic
lower-tier board, and possxbly Jew15h, Moslem; Evangellcal
Chrtsttan or francophone lower t1er boards. Certa1n serv1ces,
such as transportatlon, business sérv1ces, salary negottatlon,
audio-visual resources, and probably techn1ca1 educatlon would be
centrallzed, while employment contracts would be w1th the
lower-tier boards. In a sllght variation of th1s, there might be

several non- secular or Roman cathollc lower t1er boards in a

region, with their boundaries following municipal lines.

(2) School boaros w1ll remain much as they ara now, except that
Roman Cathollc schcol boards w1ll offer services that are fully
équivaléht to those of existing public school boards; and ali
Roman Catholic students wou’d be assigned to these Catholic
boards: That 1s, Roman CathOIIL school boards (the term

"separate“ be1ng dropped Since they are the equal of publxc

commercial courses, and the salaries of their staff and their

Qo



.class sizes will be comparable to those of the p&bitc boards. As

them. As weilf there would be a Minister® s AdViébty Committee on

and the secondary panels. Substanttai numbers of Cathol1c
elementary students would cross over to receive educatlon at the
vocational programs, and othets woula spend their entire
educational careers within the public system. 1In this view, the
pubiic syscém weaié stiil be, as it is today, the "Euii sé£Viéé"
having a more modest role, emphasizing an academic education at
the secondary leval, A ?Iiéﬁf variation on this scenario would,
in fact, see a dec11ne in the ssparate school system as the

current "neo- conservat1ve“ era comes to an end and chlldren opt

1ncreas1ngly for the more llberal public school system.

(8) There will be a high degree of fragmentation in the Ontario
school system; with substantial public funds going to support
private schools. As well, new separate school boazds would be

created for Anglican, Jewish, Evangelical Christian, and other



only those not find1n§ & "home" elsewhere nr preferring to be

educated in a heterogeneous setting:

Cutting across each of these futures are two scenarios in regarés

to secondary educatinn and the fate of érade 13. In one view,

who wish to coﬁpiete all of the Ontario Academic Credits will do

so in a five y ear secondary program. In efféct; then, grade 13
remains. In the alternative view, the majorlty of students

w15h1ng to complete h1gh school educatlon will do SO In 12 years,
however, the increasaad competittveness of the OACs together w1th
the attraction of jobs (expected to be available due to a shortage -
of labour that will accompany the decl1ne in number of young

people enter1ng the aob market and an expected upturn in the
economy in the late 1980s) will lead t» an extremely high dropout

rate.

neither all poss1bie vtews of the future nor are they equally
iikéiy. Each person mrght attach their own "pérsonal probablleY"
€o each of them: to most individuals, one or mora of the options
will seem outiéndish; Whereas at least one will seem almost
certain. However, in Ey viéw; all are ¢ quite p0551b1e given the
hrstory of educatlon in Ontario, other Canadian prov1nces, and

countries like the United Klngdom, Australia, New Zealand and




{fEland By way of 1llustratxon, consxder the foxlow1ng. a
two-tler board currently exists in Mettopol1tan Toronto which
operates much like the first structure describsd above; unified
public boards in a number of Maritime provinces traditionally
operate both non-secular and Roman Catholic schools, and there
ha”e been tlmes in Canadian hrstory that school boards serv1ng
various relxglous and ethn1c groups have been created In the
l930s, for a br1ef perlod, there was a Jew1sh 5chool Comm1ss1on ln
Montreal- in the l950s an addtttonal denominational board, for
Pentecostal Assemblies; was added in Newfoundland and school

boards in New Brunsw1ck and Nova Scotla have recently been

re-aligned along language lines.

Quebec; and urban Saskatthéwan; parallél Catholic and non=Catholic

boards are in operatlon (thougﬁ the non- Cathollc boards in Quebec

C1ty and Mo:tieal are Protestant rather than non- secular, at least
in designation). The third possible structire refiects the
situation similar to that which we Know in Ontario today, while
the fourth outcome, though least reflected in practice today,
could evolve from policies that are in place elsswhere. Alberta,
for example, gives quite generous funding to private schools; as

do Quebec and Saskatchewan. British Columbia introduced funding

of private scboois only w1th1n the last decade. éérhaps aaéé

const1tutlonal guarantees excepted;

11




As for the final 1ssue, concerned with future secondéfy educatinn,

the first outcome would, in ef feot have thlngs continue as they
are, whereas the second would have students complete their
education in the numséé of years they do in 8 of the other 9
provlhces (Quebec being the eiceptioni; as well as =11 of the U.S.
states. As well, retention rates in high schoolS have
tiééit’onally tracked the economy quite closely,; with high

retentlon rates during the 193Gs when there were few ﬁob

opportunlttes and sharply lower rates during the war yéaig when

many youth opted for the armed services. More recently, we have

seen retention rates increase durlng the recessiun of the early

19895, offseit ’g enrolment declln's xpected due to a smaller
number of youth of h1gh school age: It would seem, tﬁen; that

if canadian economy deterlorates significéntly.
Educational Structure and Finance Issues

How would the f1nanc1al issues ouLl*ned at the beg1nn1ng of this
paper be affected by the reallzation of eech of the four scenarios
outlined in the precedlng section? To answer this g egtioh, each
of the f1ve issues raised will be discussed for each of the

projections.

With a two-txez system, one would Presumably Jirect all of the
re51dent1al, commercxal; and 1ndustr1al assessment to the upper
level school board, with that board allocating resources among the

lower-tier boards. This would mean that the variation in assessed

12




for the prov1nc1a1 government, us1ng the current grant plan, to
assure a h1gh degree of equ1ty among the school boards thhout

1ncreas1ng the overall 1eve1 of provxnc1ai part1c1pa.10n.

nééd; There would probaoly be certain eff1c1enc1es thh a

two or more boards. Idealiy, oniy one school board headquarters

mxght domxnate the1r thlnklng and br1ng forth a muitxplxcxty of

school board offlces. Under a two txer system, then, there would

be no need for a separatlon of assessment for Roman cat’ ;ic

the communlty. présumably, the upper~-tier board 66616 allocate

school bulldings to one or another of its lower-tier boards so

fa1rly. Under th1s view, upper -tier boards wouid have

cons1derable autonomy from the prov1nc1al government, but it is

1ikeiy that their lower-tier boards wouid éxpériénce someWHat less

Under the second scenar1o, in which two parallel systems operate
Wlth equal ranges of servxces, the issues of equxty, prov1nc1al
The relatively lower assessed valuation of Roman Catholic school
boards, faced w1th offer1ng a full secondary program, would resuit

in under- fund1ng of Services: At the same t1me, pressure would




arise for still further 1ncreases in prov1nc1al grants to these
schoels in a*der for them to maxnta1n a competltlve p051t10n with

the publlc boards. At the same timé; the competition between the

two boa és nght resuit in a situation of each trylng to outdo the

aéﬁéé; béth offerrng serv1ces above that demanded by the average

parent. In this situation, action would havs to be taken by the

taxat1on levels. The latter optlon would be partlcnlarly
attractlve if the prov1nce Were to increase its share of
éxpend1ture and 1f it wished to ensure that these fands went for
tax relief and not for h1gher expendltures in the wealthter of the
two systems. In both cases, public boards would experience losses
of fiscal autonomy, although they and Roman Catholic boards would
retain the power to decide how their funds ought to be spent.

In the third scenarib, with two systems existing but with the
pub11c system dominant;,; one would find a situation paraiiéi to
that which currently exists, with the issues of similar magnitude.
It would appear the current grant @iaﬁ ié one which cannot iaéé;
partlcularly with the fundtng for gééééé 11 to 13 in the separate
schools: As far as aﬁtéhéﬁ§ is ccncerned, the two systems wouia

ma1nta1n approx'mately the same degree of autonomy as they have

now.

Finally, if a fragmented educational system were to develcp with
there being a multiplicity of smaller school systems, the issue of

equity would become paramount. Indeed, it is difficult to see how
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a ﬁragmented system could exist ﬁsiﬁé the current provincial grant
plan; To d1v1de prOperty assessment ainong many boards would
probably be impractical and would, at any rate, result in
tremendous variétibh in assessed valuation among school boards.
Th1s situation wouid piace additional pressure on the prov1nce to
raise its rate of part1c1pat1on in fundlng edutatton, and would
pfSBéBi? reduce the overall efficiency of the fystem in that there
would be more, smaller sChbbls; In this case, the Roman Catholic
separate school system would be one of many, one that might emerge
as the largestc school system in the province if the public system
were eroded by a grcwth in prtvate or other publlcly operated
school systems. As a result, a system of program fundlng,
ﬁéﬁdétbri; In this case, the power of school boards would be

se ely eroded.
Funding Options

Several aitérﬁétivés for the funding of education in Ontario exist
but, as suggested in the preced1ng d1scu551on, the selectlon of a
part1cular alternative would depend on 1ts effectiveness of
rééblVihg particular issues under pérticuiar conditionS. Four
alternative approaches seem worth cons1der1ng. TpeSe will be
sketched out, then an assessment made as to the condxtlons under

which each would seem a reasonable choice.

Option I would be the retention of the present "mill rate

equalization" grant plan, adapted to the requirements of a

]
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ﬁWbipénéi; elementary and secondary, Roman Catholic separate

school system.

Option II is to retain the basic structure of the mill rate
equalization grant plan, but to abolish the separation of the

elementary ar3i secondary panels and to substitute a form of

program weighting in which students in different grades or

specializations would be given a different weighting. For

example, the following weights might be used

K - 3 1.2

4a-6 1.0

7 -9 1.3

10-12 ot 13 1.4 in low cost
courses

10-12 or 13 1.8 in high cost
courses

.Option III would be to substitute a foundation grant plan for the
mill rate equalization grant plan, using weighted students in the
manner that is currently used or as is described in Option II. A
foundation grant §1éh; it ﬁigﬁt be noted,; is only a relatively
modest change from the mill rate equalization grant ptan as it

currently operates since the vast majority of school boards are

ok, |
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cost model" in which all of the "inputs" necessary to offer a
given level of service in a range of programs are fully costed.

This option, in effect, would create model budgets for each school

board; with each school board being bound by the total expenditure
determined by the model but free to allocate funds as it sees Fif.
A variation on this option is to allow a school board to raise an

additional amount from local resources should it choose to do so.

In what situations would each of the options appear appropriate?

Option I, the present grant plan; would seem appropriate only if

two-tier school boards were formed: 1In this case, the issues of
equity and provincial participation would likely be resolved by

the greater tax base of the upper tier board. At the same time,
efficiency would be encouraged since there would be few boards

with exceedingly high assessments per pupil. As well, since Roman
Catholic schools would be funded out of the revenues of the Gﬁﬁéi
from others (Eﬁaﬁéﬁ this could be continued for constitutional

reasons if need be) . §résumébiy, the entire matter of the fair
funding of schools within a jurisdiction would be dealt with at
the ibcal tevel; just as is the case with the Metropolitan Toronto
School Board and its six constituent boards. Clearly, there would

be considerable local autonomy if this situation were to prevail.

other school boaird structures to come about. In all three other

casas it would seém that the problem of éqdity would be as bad or



beyond ceilings would clearly strain Catholic school boards. On
the other hand, were Catholic school boards to accept a moreé
modest model for their operation, a situation might prevail in
which they were being "over-funded". This could occur if they

set at levels meant to fund a full range of programs.

Pinally, the current grant plan could not be used to fund a highly
fragmented system unless the province chose to provincialize the
property tax and requiré no local contribution, in effect ﬁékiﬁé
the system into one of full provincial funding with no local
leeway. Though current formulas could still be used; such a
change would, in fact, be a radical one completely éiimihatiﬁg
local fiscal autonomy, albeit dealihg efféCéivély with éadify and

efficiency.

The second option, which includés abolishing the distinection

between the elementary and secondary panels and moving to a system
effective for dealing with the situation in which there was a
"full service" public board and a "limited service" separate

school board. This approach would assure there was a link between
funding and program, but 2 link that allowed local autonomy. Such
an approach, it should be noted, might proviéé an incentive for

school boards to enrol pupils in high cost programs, suggesting

that some sort of approval system operated by a provincial

ST
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programs. 1In this case, local autonomy would be reduced.

The second funding option could also be used were two-tier boards
if there were equal public and Catholic koards. However, it wculd
appear attractive if a more fragmented system were to emerge since

it would link grants to programs.

A foundation plan; Option III, would improve on the current grant
plan in that the size of a board's grant would not be reduced if

grant regulations; as is currently th> case. Thus; boards which
now tax below this level and hence receive reduced grants would
receive larger provincial grants: Combined with either the
current o: revised pupil weightings; this would appear to increase
equity, though it does so by increasing grants to low spénding

boards {which ara usually low wealth boards) rather than capping

the expenditures of high wealth boards. Thus, it does littie for

e¢fficiency. More will said about this option in the conclusion.
A resoiurce cost model (RCM), Option IV, is an approach which
favours efficiency and "vertical equity", i:e., the fair

recognition of different levels of need. 1In it, the inputs

(teacher costs, isportation costs, etc.) are supposed to be
fully costed on ‘ogtam by program basis. Thus, it could be
used in any of the  ir scenarios outlined above, but would seem

unnecessarily complex were twc-tier boards or co-equal public and

= 15 :ig



separate boards to emerge, since in these cases it is fair tq
assume full ranges of programs will be offered by all school

highly fragmented system were to emérge. Of course; this é@b;&acﬂ
would limit local autonomy unless supplementary funds could by
raised locally. 1In this latter case; equity problems would a,jSe
similar to those that are experienced under the miii rate

equalization or foundation grant plans.

No comment has been made on the ties between funding and the
evolution of grade 13. Since grants are calculated on a per 5gpii
basis, there is already an incentive for schools to keep pupils -
enrolled: At the same time, it is notable that boards do not ;3Ve
much money when students drop out, Since a iost Student decreyz&s

average daily enrolment, thereby increasing a board's equalizeg

assessed value per pupil, which in turn causes the local sharg EO
ihéieééé for all remaining pupils. A board would, in theory, gaVé
only the amount equal to their ovet-ceiling expenditures for g
pupil that drops out. I would seem that some more direct
incentive might be ﬁiévidéd to a) encourage school boards to
retain pupils (or, equivalently, to erncourage students to stap 30
school) and b) to encourage students to complete their studies ;P
twelve years (thus increasing the efficiency of the educationa,
system): It may well be that "learning grants" ought to be pa;J
to students to keep them in school and out of the part- or
full-time job markets until they complete their studies;, as thyy

are to students from low income families in Quebec and Australyz-

I
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Conclusion

§ecuffiﬁg thrbugﬁoﬁé the préceding discussion has been an emphasis
On the trade-offs between efficiency, autonomy and equity. As new
Sducational structures éﬁéféé, there will be shifts in the aééiéé
£o which each of these objectives will be fulfilled: Current
Qoncerns about equ1ty and eff1c1ency suggest that some autonomy of
SCEool boards will be sacrificed and, undér two of thé scenarios;
Stjil further losses of édéahomy are indicated as a closer tie is
Mage between program and fundiﬁg in order to achieve adequate

®quity and efficiency.

Yet, in terms of the overall effectiveness of the educational

YStem and; to be frank; theé welfare of the teaching force, it

W

Seems likely that svents af

H

ecting the retention of Secondary
Students and the length of time they take to complete their
Programs may be of equali importance to the school system. Whether

éfﬁaéﬁfé are in Public, §é§aféte, or even private schools,
t€achers will be needed and learning will occur. It would seem
that this issue cuts accoss Othar issues; and is one upon which
311l educators are likely to agree that there is a need for

€ffective action.
MY own expectations in regard to the future of Ontario schools and
SChool funding are as follow:

1) public boards will Femain as the only full service

school boards, except in Metropolitan Toronto; Roman

- 17 ?2i~




2)

3)

in more academic programs and will either buy technical
education from the public system or see substantial

their ﬁigh school éauééeiéai

funding will be given to a restricted number of private
secondary schools; following the Saskatchewan model,
only schools over a certain size and in existance for a

certain period of time will receive funding;

the "mill rate equalization grant plan" will be replaced
with a foundation grant plan. The foundation level wilil
be determined according to a weighted pupil system
similar to that which now exists for determining grant
ceilings, Bﬁi with greater weights for students in
technical and vocational programs, and for boards with
low income residents. The basic foundation level will
be set at the the 5@th percentile of 1985/86 expenditures
and thereafter will be keyed to inflation. Boards with
average or above average equalized assessed valuation
per pupil will be required to levy the full basic levy
set for the foundation program, while boards with below
average wealth will be allowed to levy a lower rate (and
therefore use part of the provincial grant for tax

relief);
expenditure limits will be placed on boards spending more

- 18 92



than 2@ percent above the foundation level. Eventually,
no board will be allowed to spend more than 15§ percent

above its weighted foundation level; and

5) grants iﬁ lieu of commercial/industrial assessment will
be introduced to assist boards with below average
commercial/industrial (or seasonal dwelling) assessment.
(Such grants existed in the 1960s when ontario schoois

were funded ﬁéiné a foundation grant plan).

Why do I expect this outcome to the current deliberations?
First, I believe that fdndiné for secondary education in Roman
éatholic separate school boards will be approved by the courts,
with the provlso that other religioua gfcubg be treated equitably
at the secondary level. séaéaa, I do not think that the Province
can afford to dﬁpixcate facilities for technical and vocational
education. Even in Ireland, which has a multiple denominational
system, technical and vocational education is offered by
non=denominationat government schools. Th1rd, I th1nk a
foundation grant plan will be 1ntroduced in the form I have
suggested since such a plan would provide more aid to low wealth
boards than does the current plan should their ratepayers be
unw1111ng to tax themselves at the level needed to get their
maximum grant. As well, after all thlS fass, somethlng has to be
éﬁéngéd; Fourth, I think that higher spendlna boards, which are
also hlgher wealth boaLds, must be restricted in their

penditures to ensure the common wealth of soc1ety is not

squandered -- and because it is 1mpolit1c to leave them untouched.



Finally, provincial grants to offset the inequalities in
commercial and industrial assessment would be & highly visible

response to a political and practical problem without the apparent

need to take these resources from anyone else.

The money to fund all this will come from savings in provincial

grants to public boards as a result of enrolment declines and the
setting of a basic mill rate that is hijhér than that now used in
come out of the pockets of ratepayers in szhool boards with above

average equalized assessed value per pupil.
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