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Mr. Chairman and members of the committee, I am Bill Engberg, registered lobbyist and general counsel for Associated School Boards of South Dakota, a private, non-profit organization representing more than 950 South Dakota school board members, the school districts they govern and the children they serve. I appreciate the opportunity to participate in this hearing on SB 106, an Act to revise the index factor in the state aid to general education formula. 
I. STANDING POSITION OF SCHOOL BOARD MEMBERS 

South Dakota school board members, the locally elected officials responsible for upholding federal and state laws in local school districts, adopted a resolution support of the language contained in SB 106. In addition, school board members voted to make this issue one of three top priorities for this legislative session. 
II. BACKGROUND  

South Dakota’s current school finance formula was overhauled in 1995 and fully implemented in 1998. In addition to changing to a foundation formula, which delivered funding to K-12 schools on a per-student basis, the state implemented the current “index factor” that governs the rate at which the per-student allocation increases each year. The index factor is defined in law as the change in the CPI-W or 3 percent, whichever is less. 

Though some have argued that the CPI-W, which measures change in consumer prices, measures what taxpayers may be able to afford in a given year, the CPI-W is in no way connected to the needs of our school systems. Further, the CPI-W does not accurately reflect the rising cost of purchasing labor – the main general fund expense for K-12 school districts.  

ASBSD acknowledges that determining an appropriate index factor is difficult. In fact, in the National Center for Education Statistics publication “A Primer for Making Cost Adjustments in Education” (NCES, 2001), researchers recognized that there may be no pricing index that is appropriate to apply to K-12 education funding – every approach, including use of the CPI, has flaws. 

A long-term analysis of the state’s school finance policy has revealed trends we believe are noteworthy to the discussion of SB 106. 

· The state budget has grown at nearly twice the rate as the per-student allocation.
· Spending on K-12 state aid as a percentage of the state budget has fallen from 39 percent in 1998 to 31 percent in 2009. 

· There has been a direct correlation between the per-student allocation and the percentage increase in the average teacher salary – both grew at 2.7 percent per year between 1998 and 2007 (the latest year for which data is available). 
In addition to the direct correlation between the per-student allocation and average teacher salaries, South Dakota’s position as last in the nation in average teacher salary is not improving. In fact, it is becoming more pronounced. 

In 2004, the average teacher salary in South Dakota was more than $1,800 behind North Dakota, the next-ranking state (NCES). In 2006, the latest data available from NCES, the gap between average teacher salary in South Dakota and the next ranking state grew to $3,064.
While average teacher salaries remain relatively stagnant compared to teacher salaries in other states, South Dakota districts are reporting significant challenges recruiting and retaining quality teachers – a problem compounded by the stark reality that nearly a third of South Dakota’s teachers will retire in the near future. 
In an attempt to examine voter attitudes regarding a range of K-12 policy issues, ASBSD contracted with Zogby International in 2008 to conduct an extensive public opinion survey. Highlights of the scientific poll of 610 likely voters include: 

· Voters polled say a lack of funding (46%) and difficulty hiring teachers (32%) are the biggest challenges their local school district faces.
· South Dakota voters believe K-12 education funding should be increased (66%). 

· South Dakota voters overwhelming chose K-12 education when asked to identify what they believe should be the top priority in the state budget (73.1%). 

· Those polled are concerned that K-12 education spending, as a percent of the state budget, has decreased in the past decade (83%). 

· A great majority of South Dakotans agree that additional funding will result in a better education for students (79%).

· A majority of South Dakotans favor a change in state policy that would provide schools with a minimum 4 percent annual per-student funding increase (68%). 

III. CONCLUSION: STATEMENT OF SUPPORT FOR SB 106
South Dakota’s “3% or less” law has, over time, limited per-student increases to K-12 education and has contributed to the erosion of teacher salaries in South Dakota. Given the direct correlation between per-student increases and increases in average teacher salaries, it’s clear that boosting per-student funding will allow more money to flow to the state’s teachers – something our state must do in order to recruit and retain quality teachers.

Any state policy that relies solely on the CPI-W, or any other pricing index for that matter, will ultimately be flawed. The mechanism in SB 106 allows K-12 funding increases to grow along with state revenues and constitutes an annual growth factor that makes K-12 education a higher priority in the state budget. At the same time, SB 106 allows the state to offer annual increases to the per-student allocation in keeping with what the state can afford. Senate Bill 106 is a meaningful and realistic policy statement. 
According to the 2008 ASBSD/Zogby International Poll of South Dakota Voters, the public overwhelmingly supports the core philosophies showcased in SB 106, including making K-12 education a higher priority in the state budget and the “4 percent or greater” language. 
On behalf of the state’s school board members, we ask that you support SB 106. 
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