
MONEY, MONEY – WHO HAS THE MONEY? 
HOW DOES NEW YORK STATE CURRENTLY FINANANCE EDUCATION 

 
 

I. OVERVIEW 
 
Historically, New York State (NYS) has depended on a mix of federal, state, 
and local funds to finance its schools.  The funding mix has varied over time, 
often as a result of the fiscal health of the various funding units. In the recent 
past, the breakdown has been as follows.1  All figures are in billions of dollars. 
 
    State       Federal  Local + Other 
Year Total         Amount     %    Amount    %  Amount % 
 
2003/042 $39.157     $17.44     44.5      $2.575    6.6      $19.142 48.9 
2002/03 $37.470     $17.179   45.8     $2.149 5.7 $18.142 48.4 
2001/02    $35.179     $17.093   48.6     $1.772 5.0 $16.315 46.4 
2000/01    $33.817     $15.728    46.5      $1.488 4.4 $16.6  49.1 
1999/00    $31.197     $13.691    43.9      $1.430 4.6 $16.076 51.5 
 
From 1998/99 to 2002/03, total education revenues increased by 27.3%, or 
15.1% after adjusting for inflation.  This represented an increase per pupil of 
13.8%, after adjusting for inflation.3    
 
In fiscal year 2002 /03, 16% of state revenue was used to fund the STAR 
program, 73% came from the General Fund, composed primarily of sales and 
income tax, and approximately 11% came from a Special Fund supported by 
the lottery.4  Property taxes accounted for 91% of local revenues.   
 
II. FIGURES FOR INDIVIDUAL SCHOOL DISTRICTS 
 
Revenue figures for individual school districts for the 2002/03 school year 
may be found at 
www.oms.nysed.gov/faru/Profiles/MASTERFILE%20forweb.xls .  Of particular 
interest in reviewing the finances of individual districts are:  
 
Column  Heading  Description 
F   ST REV  State aid revenue (excluding STAR) 
G   STAR   STAR revenue 
H   TOT STATE  Total state revenue (Columns F + G) 

                                                           
1 Analysis of School Finances in New York State School Districts, (hereafter Analysis), NYS 
Education Department, Fiscal Analysis and Research Unit, at 
www.oms.nysed.gov/faru/Analysis/2004%20Analysis.pdf  (2004), p. 7.   
2 Estimated 
3 Overview of the Statewide Fiscal Profile of New York State School Districts (hereafter Overview) 
at www.oms.nysed.gov/faru/Profiles/16th/statewide_fiscal.htm . 
4 State Aid to Schools, A Primer (hereafter Primer), NYS Education Department, Fiscal Analysis 
and Research Unit, at www.oms.nysed.gov/faru/Primer/Primer04-05A.pdf  (2004), p.2.   



I   LREV   Local revenue 
J   FREV   Federal revenue 
K   TOT REV  Total revenue (Columns H,I,J) 
AH   DCAADM  Duplicated combined adjusted average 

daily membership – student count, based on 
attendance, used to compute state aid 

      AI   REV/PUPIL  Expenditure per pupil 
      AK   AV/TWPU  Actual Value per total weighted pupil 
       unit – property wealth per pupil 
     AL   INC/TWPU  Income per total weighted pupil unit – 
       income per pupil 
     AM   CWR   Combined wealth ratio – a reflection of 
       the district’s wealth, as measured by AK 
       and Al 
    AR   LOC EFF Rate              Local revenue effort rate - tax dollars 
       assessed per $1,000 true value 
 

III. STATE AID 
 
New York State has four methods of distributing state aid for education: 

• Flat grant per pupil.  This aid goes to each district within the state 
on a per capita basis and is not wealth-equalized.  This is used for 
textbook aid, gifted and talented aid, and flat grant operating aid. 

• Wealth-equalized fixed amount of state aid per pupil.  Aid is 
distributed as an allowance amount per pupil equalized in relation 
to district fiscal capacity.  Poorer districts receive more of this type 
of aid.  Formula Operating Aid is distributed in this fashion. 

• Effort or expense-based aid.  This aid equals the State Share, a 
wealth equalized percentage reimbursement for expenses 
previously approved by the state.  It includes Transportation Aid, 
Building and BOCES Aids, and a portion of Formula Operating Aid. 

• Tax relief in the form of the STAR program, which is used to reduce 
local property taxes. 

 
The pupil counts used for determining state aid are average daily attendance, 
adjusted with additional weighting for disabled students, secondary students, 
and pupils in summer school. 
 
The State share of education funding has varied over time from a high of 
48.1% for the 1968-69 school year to a low of 31.5% for the 1944-45 school 
year.5   The 1980s were a time of relative prosperity for the state, occasioning 
substantial increases in state aid.6  These increases represented an even 
greater per capita increase in state funding, as the result of declining 
enrollment during this decade.  At the end of that decade, the state’s fiscal 
health declined as the decrease in enrollment halted.  From 1991/92 to 
1994/95, state aid increased by $82 million, an average annual increase of 

                                                           
5 Primer, p. 10. 
6 Unless otherwise noted, the historical data in this section is drawn from, Overview at 
www.oms.nysed.gov/faru/Profiles/16th/statewide_fiscal.htm . 



$27.3 million, compared to the average annual increase of $576 million in the 
mid to late 1980s.  With improving state finances, aid for education again 
increased in the late 1990s.  Between 1998/99 and 2002/03, revenues from 
state sources increased over $ 4.6 billion, with the STAR program accounting 
for 44.8% of the increase.   
 
The breakdown of state aid as a percentage of all aid to education in the 
recent past has been as follows. 
    STAR  OTHER STATE AID  TOTAL 

• 2003/047 7.2%  37.1%    44.3% 
• 2002/03 7.1%  38.5%    45.6% 
• 2001/02 7.1%  41.1%    48.2%8 
 

It is estimated9 that for the 2004-05 school year school districts spent a 
total of $41 Billion for education, with $18.4 Billion, or 44.7% coming from 
state funding.10   The remaining funds are estimated to be broken down as 
follows.11 

• Comprehensive Operating Aid   $6,965 Billion 
• Special Education Aid    $2,492 Billion 
• Building Aid, including 

Reorganization Incentive    $1,399 Billion 
• Transportation Aid     $1,160 Billion 
• Extraordinary Needs Aid    $  974 Billion 
• BOCES and Special Services Aid   $  658 Billion 

Subtotal           $13,649 Billion 
• Other       $1,617 Billion 
• General Support for Public Schools          $15,265 Billion12 

 
IV. LOCAL AID13 
 
Local Boards of Education in all but the Big 5 school districts (New York, 
Yonkers, Buffalo, Rochester, Syracuse), levy property taxes on residential 
and commercial property , subject to voter approval.   

  
The finances of the Big 5 school districts, which in 2002-03 educated 
approximately 42% of the state’s students, are part of the cities’ municipal 
budgets, so residents do not approve local school tax rates.  Each of the Big 

                                                           
7 Estimated. 
8 Analysis, p. 3. 
9 Precise figures are not available until after the final audit, a delay of approximately eighteen 
months. 
10 This figure and percentage include the money spent on the STAR program. 
11 Unfortunately, these figures lump together flat grant and wealth equalized aids, so it is not 
possible to determine what portions of these aids are distributed on a wealth-equalized basis. 
12 Primer, p. 12. 
13 Unless otherwise noted, information in this section is drawn from Primer, pp. 2-3. 



5 districts has a constitutional limit on its total municipal budget.  The Regents 
have recommended that the education budgets of the Big 5 districts be made 
independent of their municipal budgets.  Alternatively, the Regents have 
suggested a maintenance of educational effort provision in the municipal 
budgets.  New York City imposes a modified local income tax on residents, a 
business and financial tax, and a tax on commercial rents.  Yonkers imposes 
an income tax on non-resident commuters. 

 
The New York State rate of sales tax is currently 4.25%.  Localities are able 
to levy a sales tax of up to 4%.  Eight counties  share their sales tax with 
schools and  are legally able to share other taxes.  In 2002-03 150 districts 
received a total of $225 million in revenues from non-property tax revenues. 

 
Small city school districts can impose a utility tax of up to 3%, and 
approximately ¼ of these districts do. 
 
Districts whose tax bases are affected by Industrial Development Agencies 
(IDAs), business development corporations that are exempt from real 
property, sales, and mortgager taxes, are entitled to a pro-rata portion of 
PILOTS (Payments in Lieu of Taxes) paid by these organizations. 

 
V. DO NEW YORK STATE DISTRICTS SPEND COMPARABLE 

AMOUNTS TO EDUCATE THEIR CHILDREN? 
 
In general, there is a tremendous disparity in the amount NYS districts spend 
to educate their children.  For the 2002-03 fiscal year, those districts in the 
lowest-spending decile spent on average $6,313 in operating expenses (all 
funds, excluding transportation aid, building aid, and limited additional 
expenses) to educate each student14, while districts in the ninth decile  (90%) 
spent an average of $11,769, a difference of 86%.15  Although the percentage 
disparity between the first and ninth decile districts in terms of spending has 
decreased over the past twenty years, it has held relatively constant over the 
past six years at between 84 and 88%.16 
 
VI. IS THE DISPARITY IN SPENDING RELATED TO THE OVERALL 

WEALTH OF THE DISTRICT? 
 
Wealthier districts, as measured by the value of taxable property per student 
within the district and income per student within the district, generally spend 
more money educating each child.  For the 2002-03 school year, the districts 
with per student spending in the lowest decile ($6,004) had average actual 

                                                           
14 This figure is computed by dividing Average Operating Expense (AOE) / Total Aidable Pupil 
Unit for Expense (TAPU for Expense).  See Glossary at Appendix I for definition of terms.. 
15 Analysis, p. 14. 
16 Ibid.  See Appendix 2 for the operating expense differential from the 1984-85 school year 
through the 2002-03 school year. 



valuation per student of $158,319 and average income per student of 
$67,113.  The districts in the ninth decile ($10,833) had actual valuation per 
student of $604,151 and income per student of $299,657. 17 
 
VII. DIFFERENCES IN STATE AID  
 
There is an inverse relation between the state aid districts receive and their 
wealth, with poorer districts receiving more aid, as is shown on the following 
charts.18   
 

Districts Listed By Income Per Pupil 
 
Decile Income/TWPU19 Non-STAR NYS Aid      Total NYS Aid   AOE per Student 
1  $47,676 $6,976                  $7398  $6,98020 
9  $157,527 $2,309     $3521  $9,373 
 

Districts Listed By Property Value Per Pupil 
 
Decile Value/TWPU Non-STAR NYS Aid  Total NYS Aid AOE per Student 
 
1  $108,972 $6,764    $7218  $6,847 
9  $673,507 $1,910    $3197  $10,538 

 
Districts Listed By Need/Resource Index21 

 
Decile Non-STAR NYS Aid Total NYS Aid  AOE per Student 
 
1  $6,967   $7378   $7,216 
9  $2,435   $3549   $9,425 
 
VIII. DIFFERENCES IN STATE AID – THE STAR PROGRAM 
 
There is a direct relationship between the wealth of the district and the 
amount of state money it receives through the STAR program.  In 2002/03 the 
STAR program, which accounts for approximately 7% of state aid to 
education, paid on average $411 per pupil to the poorest ten percent of 
school districts and $1,114 to districts in the ninth decile of wealth, 271 % of 
the STAR aid received by the poorest districts.22 
 
IX. DIFFERENCES IN DISTRICT ABILITY TO RAISE LOCAL FUNDS 

                                                           
17 Id., p.16.  See Appendix 3. 
18 Id., pp. 17, 18, 20.  See Appendices 4-6.. 
19 TWPU is Total Wealth Pupil Unit, a student count weighted for pupils with special education 
needs, students with disabilities, and secondary school students.  See Appendix 1. 
20 Total state aid is greater than AOE because AOE does not include expense-based aid such as 
transportation and building aid. 
21 The Need/Resource Index is defined in Appendix 1.  For purposes of this chart, we have 
reversed the deciles in the Need/Resource Index to correspond with the methodology used in the 
other charts.  Thus, for purposes of this chart, those districts in the first decile are the poorest. 
22 Analysis, p.20.  See Appendix 6. 



The spending differential is intimately tied to districts’ differences in property 
wealth and income wealth per pupil, with the highest spending districts having 
considerably greater wealth per pupil and being able to tax themselves at 
lower rates than the poorer districts.23   
 
For the 2002/03 school year, the average value of property per pupil for 
districts in the highest need was $158,319, while the average value of 
property per pupil for districts in the ninth decile was $604,151.24  The 
wealthier districts are able to raise more school taxes while taxing themselves 
at a lower rate.  In 2002/03, the districts in the bottom decile taxed 
themselves on average at a rate of 14.63 mills and raised on average $1,754 
per pupil.  Thus districts at the top taxed themselves at an average rate of 
13.32 mills and raised $7,500 per pupil25.  Thus, wealthiest (9th decile) 
districts are able to tax themselves at a rate 91% of that of the poorest 
districts and raise 333% more in taxes per pupil.  If anything, these figures 
understate the disparity between rich and poor districts because they do not 
take into account the greater cost to educate children with special needs, 
which are often represented in substantially greater proportions in the poorest 
districts.26 
 
The Regents found in their 2005 assessment of local funding effort in New 
York State27 that a majority of districts in the bottom decile of wealth, as 
measured by the ratio of need to fiscal capacity, and majorities of those in the 
top tow deciles failed to tax themselves at the statewide median tax rate.  The 
poorest districts failed, presumably because they could not and the wealthiest 
because they did not have to, as is shown by the table below.28 
 
 
 

                                                           
23 The rate of real property taxation is described in mills, the dollars in taxes paid per $1,000 of 
assessed valuation.  Thus, a house valued at $100,000, paying school taxes at a rate of 12 mills 
would pay $12 time 100, for a total of $1,200 in school taxes. 
24 See Appendix 6.  The poorest districts are listed as decile 10 in this chart.  Those in the ninth 
decile of wealth are listed as decile 2. 
25 Ibid. 
26 For purposes of this discussion, children with special needs are defined as those who are 
eligible for free or reduced price lunch, those who are classified as having limited English 
proficiency (LEP) and those who are classified as disabled.  In CFE v. State the Court of Appeals 
recognized that all the State’s children have a State constitutional right to receive a sound basic 
education and the State has a duty to assure that funds are available to enable all children to 
learn, with the eventual goal of progressing to high school graduation and becoming productive 
members of society, capable of work, voting, and serving on a jury. 
27 2004 Analysis of Local Effort in New York State School Districts, NYS Education Department, 
Fiscal Analysis and Research Unit, at 
www.oms.nysed.gov/faru/Local%20Effort%202004/2004AnalysisofLocalEffort.htm  (2005) 
28 Ibid. 



 
 
 
 
 
X. GEOGRAPHY MATTERS – THE UPSTATE/DOWNSTATE DILEMMA 

AND THE URBAN/SUBURBAN DICHOTOMY   
 
New York State is one of extremes.  A review of school wealth data, broken 
down by Metropolitan Statistical Areas (MSAs) shows that the downstate 
counties (New York, Suffolk, Nassau area) are by far the wealthiest in the 
state, with the mid Hudson region second, the Capital District third, and the 
remaining upstate districts clumped at the bottom.29  In the metropolitan NY 
MSA, an average tax rate of $13.24 per $1,000 of actual value raised $5,566 
per student in taxes.  In the Syracuse/Utica/Rome MSA, one of the poorest in 
the state, a tax rate of $16.05 raised $2,798 per student in taxes.30 
 
Thus, the wealthier counties spend more on educating their children, while 
generally paying a lower rate of school taxes.   
 
However, this data does not tell the whole story.  Within all MSAs except 
metropolitan NY there are wealthy and poor districts, measured as those in 
the wealthiest 25% and those in the poorest 25%. 31 
 
A breakdown of finance according to district type helps to round out the 
picture within the state. 
 

                                                           
29 Analysis, p. 9.  See Appendix 7. 
30 Ibid. 
31 Analysis, p. 12.  See Appendix 8. 



Wealth, Revenue, and Expenditure Data for Districts by MSA32 
 
Type Valuation/TWPU    Income/TWPU AOE/TAPU    Tax Revenue      Tax Rate 
       For Exp.        (Excl. STAR)    (per 1,000) 
All  $343,700 $117,800  $8,050  $4,718  $13.85 
 
NYC $306,700 $125,810  $7,639  $4,205  $13.91 
 
Other Big 5  $168,095 $65,181  $7,485  $1,818  $10.89 
 
Small City $250,282 $94,487  $7,743  $3,741  $14.99 
  Upstate $180,235 $75,890  $7,201  $2,972  $16.50 
  Downstate $639,195 $198,396  $10,718 $7,963  $12.61 
 
Suburban $435,778 $130,429  $8,738  $6,005  $13.87 
  Upstate $252,114 $97,736  $7,183  $4,114  $16.36  
  Downstate $620,842 $163,371  $10,302 $7,908  $12.85 
 
Other $214,904 $62,811  $7,118  $2,800  $13.11 
 
A review of these figures allows one to conclude the following.  There is an 
upstate/downstate split in the amount districts spend to educate their 
students.  This split occurs among districts of all kinds, with the exception of 
the Big 5, where New York City schools do not spend appreciably more to 
educate their students than do the other urban districts.  All the Big 5 districts 
spend less than the statewide average to educate their students.  Upstate 
districts also spend less than the statewide average, regardless of type, with 
downstate suburban and small city districts spending more.   In general, the 
metropolitan NY districts tax at under $13 per $1,000 of full valuation, while 
the upstate MSA districts tax at over $16.  The exception to this is NYC, 
which taxes at $13.91, more than the statewide average of $13.85.33 
 
One further note should be made about the upstate/downstate dichotomy.  
Because of the wealth of the districts in the top two deciles, New York State’s 
averages are skewed upward.  Thus, if one looks at AOE for the 2002/03 
school year, the statewide average is $8,050, above the average of $$7,555 
spent by districts in the fifth or middle decile of spending, and in keeping with 
districts in the seventh decile of spending.34 
 
New York State’s education funding problems are a function of not only the 
disparity of wealth, but also of the range of wealth within various areas of the 
state.  The poorest districts are widely dispersed geographically, while the 
wealthiest tend to be clustered in the metropolitan  NYC area.  Although the 
disparity between richest and poorest districts is greatest in the metropolitan 
New York area, with a disparity of $9,387,000 property wealth per pupil 
between the richest and poorest district, as compared to a per pupil disparity 

                                                           
32 Id. at 9. 
33 Ibid. 
34 See Appendix 3. 



of $244,000 in the Finger Lakes region,35 the range affects all areas of the 
state, making it impossible for the poorer districts to compete with wealthier 
districts in terms of quality of teachers hired or programs offered to their 
students. 

                                                           
35 Wealth Indicators by the Department of Labor Regions 2001 – 02 School Year, NYS Education 
Department, Fiscal Analysis and Research Unit, at 
www.oms.nysed.gov/faru/Articles/Regional%20Differences%20In%20Wealth.htm  (2004) 



APPENDIX 1. 
GLOSSARY 

 
 
ACTUAL VALUATION OF TAXABLE REAL PROPERTY (AV): Total 
assessed valuation of real property on the tax rolls within the district adjusted 
by the state equalization rate for the district. 
 
AV / TWPU: The actual value (AV) of real property within the district divided 
by the weighted number of students within the district to obtain the value of 
property per student.  This is one measure of district wealth. 
 
AOE/TAPU FOR EXPENSE: Approved operating expenditure divided by a 
weighted number of students within the district to obtain the operating 
expense per student, or the annual cost per student, excluding monies spent 
on transportation and capital costs. 
 
APPROVED OPERATING EXPENDITURE (AOE): Operating expenses for 
the day-to-day operation of the school.  This figure does not include 
transportation or capital expenses. 
 
COMBINED WEALTH RATIO: A measure of district wealth, based on the 
property wealth per student and income per student, compared to the state 
average. 
 
INCOME/TWPU:  The income per weighted student within the district.  This is 
one measure of district wealth. 
 
NEED/RESOURCE INDEX: This figure is designed to measure a district’s 
student need relative to its ability to raise local revenues, indexed to state 
averages.  Need is measured by the number of students eligible for free and 
reduced price lunch, students with limited English proficiency, and sparsity 
count.  Resources are measured by the Combined Wealth Ratio, a measure 
based in equal shares on income and property wealth per pupil, compared to 
the state average. 
 
TAPU FOR EXPENSE:  A measure of the number of students in the district, 
weighted for students with disabilities, pupils with special education needs, 
summer school students, and secondary school students.  This measure has 
been used in place of TAPU since 1981/82. 
 
TOTAL AIDABLE PUPIL UNITS (TAPU): A measure of the number of 
students within the district, weighted for pupils with special education needs 
(PSEN), summer school students, and secondary school students.  This 
figure was occasionally used for the school years prior to 1981/82. 



TOTAL WEALTH PUPIL UNITS (TWPU): A measure of students within the 
district, weighted for pupils with special education needs (PSEN), disabled 
students, and secondary school students. 



 
APPENDIX 2 

 

 
 
 

APPENDIX 3 
 

 



 
APPENDIX 4 

 

 
 
 

APPENDIX 5 
 

 
 

 



 
 
 
 

APPENDIX 6 
 

 
 
 

APPENDIX 7 

 



 



 



APPENDIX 8 
 
 

 
 
 

 
 


