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An Educational Financial Crisis

Introduction:

Should students be without access to important tools that could prove valuable to their
future, should teachers have to forgo classroom activities due to large resource waiting lists and
should administrators have to pick and choose between departments for projects to implement
because there is not enough to go around if projects go beyond the basic needs and maintenance
requirements for a school to be operational. Education should be visionary. Education should have
systems in place that promote long term investments for a school's development, rather than the

simple short term expensing for maintenance purposes.

Underlying the Education philosophy in Canada are the issues of access and the obligation
of government to provide equality of education to students regardless of family income. The current
system's values of meritocracy, equality, equity, multiculturalism and the liberal humanist notions
of the individual are to be revered. However, the complex and diverse needs of society have put a
strain on the resources required by education system to function well. An unnecessarily large part of
this strain can be attributed to an unrealistic funding model and a heavy reliance on government

funding for support.

The reality is that there is no such thing as a free education. The knowledge incurred reflects

only one half of education’s equation, because at the end of the day there is another list of checks
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that need to be balanced regarding the substantially large incurred costs for the education being

provided. With education’s costs soaring and the government's relentless efforts to streamline them,
financial problems exist within the Canadian K-12 education system; evidenced by the many public
schools in need. In order for our graduates to remain competitive in the world’s markets it is
important to understand the limitations exerted by a school’s budget and the funding policies that
dictate the funds being procured and distributed to our schools. Insightful decisions regarding the
funding model can be brought to fruition by aligning our idealized educational expectations to the
reality that is unfolding in our classrooms. It is important to understand the ways in which
government restricts and enables a school’s funding options. It is crucial to understand the financial
dependencies that exist and ways to go beyond them. Like why this past decade has seen more
private sector fundraising than the century before it. It is vital to establish what our education
system needs and find ways to meet them. There are many unfortunate and unnecessary realities
that exist within our education system, which may never be fully solved, but adequately alleviated

through proper funding—public and private.
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Overview:

This paper explores the quality of the job being done with respect to the development of our
British Columbian K-12 education in order to find ways to make it better. There is always room for
improvement in all we do and that process of transformation always begins within. To know what
one has to work with in the process is crucial—Foundation. So is the idea of what one wants and
where one wants to go—Vision. Only then, can steps be made to move in the desired direction—
Mission. The foci of the paper are the financial considerations that play an intricate role in defining
education. The desire is to obtain a better understanding of the funding of education in British
Columbia, Canada—how funding works and what our funding is getting us? In particular, the K-12

public education sector.

The first aspect of evaluating the funding model deals with the expectations from education.
For Canada to have a role in this emerging global village it must have an education system that is
competitive due to the importance of education in defining the future of a nation. Since a nation is
only as good as the people it rears, the education should be capable to provide the intellectuals and
skilled labor required to guide and fuel the political and social-economic needs of society. In short,
a system is desired that rivals other nations. Once our expectations are clearly mapped it is
important to understand the role that funding plays in alignment. One aspect of funding is the flow
of money within the education system—where the money comes from and where that money goes?
Tracing the sources of revenue provided to education involves the allocation process and the
funding policies behind it. By understanding the funding formula a person can assess the strengths
and weaknesses inherent in its design. Lastly, part of the evaluation of the funding model involves
understanding the impact of funding on the ground—the schools and school districts. By

understanding the expenditures common to a school one can understand the reality being faced in
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the classrooms and the needs required. There is no better way to understand the impact of an

education than on the students that receive it.

It is anticipated that once these three aspects of an education are understood, then through
the process of reverse engineering, a person can work backwards to find ways to make
improvements. The 6 stages of the literature review process involve:

e The Current Education Situation in Canada (According to World Rank)

e The Current Education Situation in Canada (Financial Perspective of World Rank)

e The Funding Model (Federal Perspective: Canadian Overview)

e The Funding Model (Provincial Perspective: British Columbian Overview)

e Canada-Wide Comparison of K-12 Funding (Provincial Perspective: British Columbia)

e Understanding the Impact of Funding at the Local Level (Schools & School Board Districts)

John Vatougios (90270133) : Inquiry Project : Instructor Alayne Armstrong Page 4



[ EDCP451B: Inquiry Il ]

Problem Statement:

There are obvious problems within the British Columbian K-12 education system that need
to be addressed. It is apparent that standards are falling and quality is slipping. In order to assess the
direction of the future it is important to understand the current state of our educational affairs. It is
the intention to look at the underlying financial support structure to better gauge our educational
condition in terms of the operational and developmental aspects. Funding lies at the heart of
financial support and represents all the revenue either derived from a source or for an object.
Operational finances refers to the resources needed to keep the doors of a school open for a full year;
anything required by the design of a school to ensure the execution, control and operations that
convert resources into desired goods and services required by students to stay in school and learn.
Operational resources are purchases made and expensed within the same year. Whereas
developmental finances refer to the resources invested into a school for the sake of improvement or
growth; any investment made in a year which is not consumed during that year is expected to have
been purchased for the development of the school. The notion of development in this paper focuses
on a schools ability to acquire tangible objects like supplies, furniture, equipment, tools and

technology that are used by students in their programs and services.

Currently, it is believed that our schools are not able to operate within their budgets while
effectively planning for tomorrow. It is expected that a holistic overview of the education system
will help us align our expectations to the realities that exist and assess the extent to which schools
are forced to operate within their budget. By studying the allocation of finances used in education
from the municipal, provincial and federal government in conjunction with the expenditures being

made at a school it is hoped to establish how the current funding model is impacting our schools.
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Literature Review:

The Current Education Situation in Canada (According to World Rank):

The status of Canada in the international community with respect to the quality of its
education system and what it delivers is usually ascertained through world reports and rankings. A
global perspective of education establishes a tone of the direction and involvement in education by
each nation and indicates areas of excellence and those that need improvement. For Canada, its
education system overall has received a 7" place international ranking by the New Jersey Minority
Educational Development (NJMED) agency for 2013. A spokesperson from NJMED also
commented on Canada’s status in the report (New Jersey Minority Educational Development,
World Top Education Systems, 2013):

Always a contender for a place in the top 5, Canada has one of the world’s

highest college graduation rates. The country still has not invested enough

time or resources to develop children before they enroll into primary

education. When they do, they could find themselves a top 3 ranking.

In another report, the Learning Curve 2012 Report, put out by The Economist Intelligence Unit in
conjunction with Pearson ranked Canada 10™ overall with respect to the global index of cognitive
skills and educational attainment (44). Whereas the latest Programme for International Student
Assessment (PISA) results from the Organisation for Economic Co-operation and Development

(OECD) ranked Canada 14™ in math, 12" in science and 9" in reading overall in the 2012 report.

According to these reports it appears that Canada’s education system is in good condition.
However, contained in these reports are only half truths. There is only so much that a person can

ascertain from a number on its own. More important than the absolute ratings are the trends behind
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them. These reports also indicate the dynamic nature of a nation’s education system and highlight

the changes going on with insight why. According to these three reports Canada has not been
improving, but consistently slipping in its ratings year after year. According to the New Jersey
Minority Educational Development (NJMED) agency Canada is a 7, but has historically been in the
top 5. The Programme for International Student Assessment (PISA) report in 2009 had Canada
ranked three or four positions higher across the board: 10" in math, 8" in science and 6" in reading.
According to the report, Canada was 1 of 10 countries (out of 64 countries with comparable data)
that had deteriorated in its standings (The Guardian, Pisa 2012 results: which country does best at
reading, maths and science? 2013). The fact that movement up or down in the rankings does not
necessarily indicate a literal change in one countries position, but a relative change to others, means

that more information is required.

To help understand if Canada’s education system is really deteriorating or if the gains made
by the Canadian education system are falling short against the strides taken by other countries more
indicators are needed. The learning Curve 2012 Report notes that funding is an important factor in
strong education systems, but that a culture supportive of learning is even more critical. A fact
reiterated by Pearson's chief education adviser Sir Michael Barber, who said that countries which
offer teachers a higher status in society and have a culture of education tend to be higher ranking
(Huffington post, Best Education in the World: Finland, South Korea Top Country Ranking, U.S

Rated Average, 2013).
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The Current Education Situation in Canada (Financial Perspective of World Rank):

Common sense dictates that the success of a country’s education system depends more on
how resources are invested than the amount invested. However, in this technologically advanced
global village with the amount of information available at our finger tips it is hard to put a patent on
public educational intellectual property and education system design. Especially when considering
that people are very aware in regards to what everyone else is doing and working hard in trying to
deploy methods and employ resources that will garner better results. This is why Educational
spending remains an important indicator in evaluating the success of a particular education system.
A common practice is to compare the educational spending of a nation to its gross-domestic product
(GDP). This relative expenditure can be one indicator of the level of resourcing in schools. On a
political level, spending can indicate the level of importance of education according to government
policy makers. On a social level, funding, spending and financial support can give a fair indication

of the culture and status of education in society.

The United Nation, UNESCO and the World Bank share the same data for a country’s
public expenditure on education as a percent of gross-domestic product (GDP). The data represents
education as a whole (primary, secondary and tertiary) and a country as a whole (special districts
and regions and urban, suburban and rural populations). The following table and graph depict

Canada’s public expenditure on education as a percent of gross-domestic product (UN, UN Data).
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Table 1
Country Canada: National Education Expenditure as a Percentage of Gross-Domestic Product
Year 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Percent 6.56 6.84 6.86 7.23 6.84 6.60 6.55 6.64 7.01 6.78 6.36
Country Canada: National Education Expenditure as a Percentage of Gross-Domestic Product
Year 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1998
Percent | 6.20 6.47 6.32 6.21 6.09 7.02 6.91 7.88 6.84 6.48 5.64
Yearly
Country National Education Expenditure as a Percentage of Gross-Domestic Product Expenditure
as a
Year 1999 2000 2001 2002 2005 2007 2008 2009 2010
Percentage of
Percent | 5.68 5.56 5.09 5.16 4.93 4.92 4.77 5.00 5.50 GDP
Figure 1: Canada
National Education Expenditure as a Percentage of Gross-Domestic Product
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From the above data trends emerge. Historically, Canada has devoted a large proportion of

its expenditure to education. Between 1975 and almost 2000 Canada spent between 6.0% and 8.0%
of its GDP on education, corresponding to an average of approximately 6.5%. According to data
provided by the World Bank, an expenditure of 6.5% of GDP on education correlates to a nation
being in the race, even a contender for the lead in education—well above the world average.
Depending on the year (the actual GDP figures) Canada would rank between 10th and 35th place in
the world on education expenditures. However, since around 2000, policy in Canada had drastically
changed, moving away from educational spending. By 2002 Canada had fallen to 49th place
(corresponding to 5.2% GDP) and has continued to fall year after year. By 2008 Canada's
expenditure as a percentage of GDP had reached an all-time low of around 4.7% of GDP,
corresponding to an 80th place position amongst nations according to their educational spending
habits. In part, this downward shift in ranking has occurring due to the redistribution of wealth
occurring in the world as the once G3 (Group of 3 economic powerhouses) has transformed into the
modern G20. With nearly 200 countries in the world and the number of emerging markets growing
the effect on world spending on education as a percentage of GDP has been growing. Figure 2

below shows Canada’s education expenditure compared to the worlds.

Public Spending on Education, Total (% of GDP)

W World Canada

Data Provided by the World Bank
http://data worldbank org/indicator/SE. XPD TOTL GD_ZS/countries/1 W-CA ?display=graph
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From these graphs, it is shown that educational spending for Canada as a function of GDP

has been relatively steady and above a GDP of 6% over time until around 2000 and then started to
drop, decreasing over time. During this same period of time, 1975 to Today, the average world
public expenditure on education as a percentage of GDP for the world has been and is expected to
continue to increase with time. 2009 marks a pivotal point for Canada, a wake up call, as the
world’s average expenditure surpassed Canada’s; marking the year that Canada had fallen below
the world's average in terms of educational spending. This world average, in terms of GDP, is on
par with nations like Latvia, Syria, Rwanda, Mozambique, Poland, Bhutan, Ecuador and Spain.
Spain, a nation in financial ruin (PIIGS, Portugal, Ireland, Italy, Greece and Spain) amidst the
European crises still contributed a value equal to that of Canada, 5.0% of its GDP to education, in
2009. Ireland another country facing austerity measures still contributed 6.5% of its GDP in 2009
(The World Bank, Public Spending on Education). If it is true that you pay for what you get, then
when seen through these lenses, Canadians should not complain as Canada is faring pretty good in

the world of education.

The Funding Model (Federal Perspective: Canadian Overview):

The use of international recognition and perception is valuable in so far as to assess the
quality of education within our Canadian boarders—our primary concern. The strong positive
correlations between the quality of education being delivered and finances being received are the
focus. In Canada, the funding of education is primarily a public concern and at the top of the
financial food chain in Canada is the federal government. In Canada, however, there is no federal
department of education and no integrated national system of education. The federal government of

Canada primarily provides financial support for the teaching of the two national languages, English
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and French, and for postsecondary education. In addition, the federal government is responsible for

the education of Registered Indian people on reserve, personnel in the armed forces and the coast
guard, and inmates in federal correctional facilities (The Council of Ministers of Education,

Education of Canada Overview).

This leads to each province and territory being responsible for its own education, which
means that public funding for education, comes directly from the provincial or territorial
government. The provincial ministries and departments of education provide educational,
administrative, and financial management and school support functions. These ministries and
departments also define both the educational services to be provided and the policy and legislative
frameworks (The Council of Ministers of Education, The Development of Education Reports for
Canada 2008, 2008). The provincial and territorial government establishes the regulations, which
provides the grant structure that sets the level of funding for each school board. Factors such as the
number of students, special needs, and location determine the amount of grant funding (The Council

of Ministers of Education, The Development of Education Reports for Canada 2008, 2008).

On the local level, the governance of education is entrusted to school boards (also known as
districts, divisions, or councils). The power delegated to the local authorities is at the discretion of
the provincial and territorial governments. The local government and school boards can also receive
public funding with taxing powers through a mix of provincial transfers and local taxes (The

Council of Ministers of Education, Education of Canada Overview).
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The Funding Model (Provincial Perspective: British Columbian Overview):

In British Columbia the K-12 public education system is jointly managed by the provincial
government and the 60 elected boards of education. The province establishes the amount of grant
funding for public education annually, and uses a funding formula to allocate these funds to the
Boards of Education. The Boards of Education, in turn, operate and provide public education
programs and courses in British Columbia. The Boards manage and allocate their allotment based
on local spending priorities (Ministry of Education of British Columbia, K-12 Funding Allocation
System). The vast majority of funding received by a school originates from the provincial
government. The provincial funding formula consists of a base plus a supplemental portion. The
base provides the primary funding received by schools and it is in the form of an operational grant
based on enrollment—student registration, course load, attendance and active participation. In
addition, the government provides capital costs and funding for special programs through
supplemental government funds. However, School Boards and Schools have other sources of
revenue and can accumulate and invest operating surpluses, but are not allowed to operate with a

deficit.

Capital grants represent long-term planning considerations. Capital grant allocation is based
on 5-year plans. Government funds the capital costs of school construction. This is done through
debt-service grants. The major components of Government's capital program are site acquisition,
construction of new schools, additions to existing schools, and renovations to existing schools. In
addition to capital funding allocations, boards receive an annual facility grant to cover the costs of
renovations to extend the useful life of school buildings (Ministry of Education of British Columbia,

Capital Management).
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Supplemental grants (special purpose or discretionary grants) are based on need.

Supplemental grants are provided to Boards of Education to address the variable costs associated
with running a particular school. Supplemental grants can be requested by a school and fall within
one of the seven following broad categories (Ministry of Education of British Columbia, 2013/14

Interim Operating Grants):

Unique student needs, including special needs, English as a Second Language, Aboriginal

Education, and Adult Education programs;
« Enrolment Decline, where enrolments decrease by more than one per cent in a year;
« Salary Differentials, for districts with higher average teacher salaries;
e Unique Geographic Factors;
e Education Plan, Transportation and Housing;
« Formula Transition; and

e Funding Protection

Public school grants are allocated using a largely student-based funding system, with the
majority of funding allocated on a per student full-time equivalent basis. A school can receive up to
a maximum 1.0 FTE (full-time equivalent) per student in a school year. The amount of funding
allocated per maximum 1.0 FTE varies depending on the status of the student and/or the school. For
a student enrolled in a standard (regular) school the current 2013 FTE is $6900 (See the ministry of

education operating grants manual for other FTE evaluations).

Figure 3 below depicts the basic categories of revenue used in the funding allocation process.

It identifies the significant types and sources of revenue for a school district within as few
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standardized headings as possible. The items listed are identified as objects tagged with account

numbers for financial purposes (Ministry of Education, Operating Fund; Operating Fund Account

Descriptions Revenues, 4).

Operating Fund
Reporting Structure Revenues by Object
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As previously stated, the majority of funding received by a school comes from the province.

From this figure funds originate under the 620 provincial grant account. According to the 2012/13
budget report, approximately 94.4 percent of the total Budgeted Revenue identified by the School
Boards of Education originated from the province in Provincial Grants. The reaming 5.6 percent of
revenue originated from the other object accounts indicated: Federal grants, school referendum taxes,
other revenue, rentals and leases and investment revenue (Ministry of Education, Annual Budget

Analysis and ..., 1).

A graphical overview of the provincial operating grant allocation formula that breaks down
the funding received is shown below in figure 4. The funding information displayed below is based
on a total estimate of 4.73 billion dollars for the 2013/14 school year (Ministry of Education,
Overview of the 2013/14 Operating...). This figure indicates that nearly 80% of the funding comes
from the basic allocation portion of the formula. The information provide with figures 3 and 4 not
only illustrate the funding allocation hierarchy, but illustrate the heavy dependence on the
provincial government and the performance of the different aspects of the funding formula.

Allocation of the total Operating Block and Enrolment counts
(2013/14 estimated as at March 2013)

M September count W Summer count M February count M May count

$59.6 million Holdback
|
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Provincial
Totals . .
Basic Allocation
79% Common per student amount for every FTE student enrolled by school type
allocated standard School: Continuing Education:
through the '< $6,900 per school age FTE $6,900 per school age FTE
Basic
AMllocation Alternate School: Distributed Learning:
£6,900 per school age FTE $5,851 per school age FTE
Supplemental Funding
Uniqgue Student
Additional per student funding to address unigueness of district enrclment and
support additional programming
12%
allocated to Level 2 Special Needs: Level 3 Special Needs:
recognize _< $18,300 per student $9,200 per student
unigue
student
enrolment Aboriginal Education: Adult Education:
%1,160 per student 4,430 per FTE
Vulnerable Students: in addition to CommunityLINE
Unique District
Additional funding to address unigqueness of district factors
Small Low Rural Factor: | Climate Factor: Sparseness
Community: Enrolment: | located some operate schools Factor:
800 for small for districts distance from in colder/ warmer | operate
allocated to schools with low Vancouver and | climates schools that
recognize located a total the nearest additional heating | are spread
unique '< distance away | enrolment large regional or cooling over a wide
nigL from the next population requirements gengraphic
district nearest school centre area
factors
Student Location Factor: based on Supplemental Student Location: Level
population density of school communities | 1 and 2 special needs enrolment
Salary Differential:
Funding to districts that have higher average educator salanes
1% Funding Protection / Enrolment Decline
allocated to
buffer the Enrolment Decline: funding to Funding Protection: funding to
effects of -l< districts experiencing enrolment ensure that no district expenences a
declining dedline of at least 1% when compared decline in operating grants greater than
enrolment to the previous year 1.5% when compared to the previous
September
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Canada-Wide Comparison of K-12 Funding (Provincial Perspective: British

Columbia):

“Students in British Columbia are being shortchanged in comparison to students elsewhere in
Canada”, represents the opening statement in the Education Funding Brief 2012 put out by the British
Columbia Teachers Federation (BCTF) (2). This document goes into detail outlining the need for
change in British Columbia due to the fact that other provinces have been improving K-12 funding at
a greater rate than British Columbia and that percentage increases in the funding for education in British
Columbia have not been keeping up. The main argument put forward by the article is that “There is no
valid excuse for British Columbia to follow a decade of reducing educational services, with a
continuation of that practice” (British Columbia Teachers Federation, Education Funding Brief 2012,
8). A statement that builds on the findings of the previous sections, which showed a reduction in

spending started around the turn of the century on a national level.

Appendix 3 of the Education Funding Brief 2012 compares the Canadian and British Columbian
public expenditure of gross domestic product per capita for K-12 education over this recent decade. The
main takeaways are that prior to 2002/03 British Columbia used to be higher than the Canadian average
and that British Columbia has never returned to the average with the gap continuing to widen between
British Columbia and the rest of Canada. The 2009/10 figures for total expenditures in public
elementary and secondary schools as a percentage of GDP per capita is 3.6% and 3.3% respectively for

Canada and British Columbia. This information is summarized in figure 5 below.
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of GDP per capita, Canada and British Columbia, 2002-03 to 2009-10

K to 12 expenditures as a % of GDP: BC and Canada
3.7 -
3.6 -
3.5 -
3.4 -
33 -
3.2 -
3.1 -
3 |
29 -
2.8
2002-03 | 2003-04 | 200405 | 200506 | 2006-07 | 2007-08* | 2008-09 | 2009-10
Canada| 3.5 3.4 3.4 3.4 3.3 3.3 35 3.6
BC 3.6 3.3 3.2 3.2 3.2 3.1 33 3.3
=== (anada === BC

Source: BCTF Research chart with data from Statistics Canada.

For 2002-03 to 200607 figures, see the 2010 Statistics Canada report, Summary Public School Indicators for
Canada, the Provinces and Territories, 2002/2003 to 2008/2009. Catalogue no. 81-595-M, No. 088. Table.A.27,

p- 37

For 2007-08 to 2009-10 figures, see the 2011 Statistics Canada report, Summary Public School Indicators for
Canada, the Provinces and Territories, 2003/2006 to 2009/2010. Catalogue no 81-595-M. No. 095 Table A 31,

p-46.

* Statistics Canada adjusted the 200708 figure for BC from 3.2% in the 2010 report to 3.1% i the 2011 report.

With British Columbia being below the Canadian average and one of the lowest funded

provinces for education, it is important to develop a sense of the urgency that exists with regards to

change. When looking at the improvements to the education budgets across the provinces, we find

that British Columbia, compared to the other provinces, provided the lowest percentage increase in

education funding for six key indicators used by Statistics Canada to measure public school

expenditures; a Fact that does not bode well for reducing the widening funding gap. Table 2, shown

below, looks at where British Columbia stands in comparison to other provinces in improvements to

their education budgets (British Columbia Teachers Federation, Education Funding Brief 2012, 3).
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Table 1: BC’s rank among provinces—Percentage change
in education funding: Statistics Canada indicators, 2005-06 to 2009-10

Percentage change in funding for elementary and BC’s rank among provinces:

secondary schools between 2005-06 and 2009-10 Percent increase in funding

Type of funding (1st=highest & 10th=lowest)
Operating expenditures (in current dollars) 10th
Total expenditures (in current dollars) 10th
Total expenditures per student (in current dollars) 10th
Total expenditures per student (in 2002 constant dollars) 10th
Total expenditures per capita (in current dollars) 10th
Total expenditures per capita (in 2002 constant dollars) 10th
Total expenditures as a percentage of GDP 9th
Total expenditures per student as a percentage of GDP per capita 8th

Source: BCTF Research table with information from Statistics Canada (2011). Summary Public School Indicators
for Canada, the Provinces and Territories, 2005/2006 to 2009/2010, Charts A.17.2, A.19.2, A.20.1.2, A20.2.2,
A26.1.2,A26.2.2, A31.2, A.32.2.

Understanding the Impact of Funding at the Local Level (Schools & School Board

Districts):

Since the effects of provincial level funding on education are usually apparent at the local
level. It is best to assess a funding model by evaluating the adverse effects that the funding policies
have on schools. However, complicating the issue is the notion of an essential service. An
evaluation of the funding behind a service that is designated essential is more difficult as the show
must always go on. In British Columbia, the provision of primary and secondary education falls
under the essential services act, which requires the government to provide those services, and the
union is required to allow its members to perform those services in the event of a strike or lockout.
So, the quality of a funding model cannot be purely based on the fact that a school is operational.
Quality, as determined here, is based on the ability to realize long term prospects as defined by the

funding model. Put another way, can a school operate within their budget while continuing to
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develop for tomorrow, or is the hindrance to development posed by the funding provided too great?

The reality is that most districts and their schools are facing challenges in handling their finances.
Many sacrifices are being made that have led to a reduction in today’s supplies and services and an
inability to make long term plans for development. The main areas of inquiry revolve around the
long-term development plans for infrastructure, programs and services, and supplies acquisition
(curricular, furniture, equipment and technology). The Vancouver and Coquitlam districts serve as a

focal point in illustrating certain aspects of funding.

Financial:

The Coquitlam district is in terrible shape financially. It is currently experiencing an 8
million operating cost deficit that will take many years to pay off (Tri-City News, Lack of control
and...). KPMG, the consultant agency who headed the audit, suggests the district's leadership team has
been lacking in financial prudence. Negligence not criminal activity is the culprit. The incident occurred
because the school district was trying to operate the school not like a business—“putting education

outcomes before the bottom line” (Tri-City News, Lack of control and...).

The Vancouver school board is also facing a structural deficit with its operating costs
exceeding its revenue, according to a report made for the Ministry of Education of British Columbia
on the condition of the Vancouver School District (Ministry of Education, Report on the Vancouver
School Board, 2010, 4). The report goes onto say that “The Vancouver School Board does not have
a long term strategic plan which would link Vancouver School Board’s educational and business
priorities and align its actions and allocation of funding with those priorities” (3). One of the main
concerns iterated in the report pertains to the long term planning of the Vancouver school board
being less than effective; there is no integrated strategic plan, no formal long term capital plan and

the strategies employed are more reactive rather than strategic (5)—The Vancouver School Board
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(VSB) and District Management Team (DMT) attributed the planning problem to the uncertainty

over provincial policy and funding (27).

Infrastructure:

Unlike Coquitlam, the Vancouver school board has an infrastructure problem. The
Vancouver School Board is an old district and owns 110 schools as a part of its network some over
100 years of age. The facilities are aging and have extensive needs with respect to seismic safety.
Seismic concerns and upgrades are required on at least 52 buildings. The total cost of the current
infrastructure proposal for basic upgrades is estimated at a minimum of $600-800 Million with full
upgrades or complete replacement options ranging up to $1Billion (Vancouver School Board,
Vancouver School Board Sectoral Review, 2012, 33). The Vancouver school board has been unable
to address the infrastructure concerns due to the difficult task of obtaining support from the
Ministry of Education (Vancouver School Board, Vancouver School Board Sectoral Review, 2012,

33).

Programs & Services:

Of all the indicators, the use of program and service availability to judge policy is difficult,
arising from the multi-faceted biases that exist regarding their essential nature. However, in the case
of the Coquitlam district, since school boards are not permitted to carry over deficits Coquitlam is
in a bind. Not only will the 8 million deficit take years to pay off, but the Coquitlam district had to
make $12.1 million in cuts to this year's operating budget. Cuts that were for years considered to be
important to the running of the district. According to an article in the Tri-City Now, one-hundred and
forty-two district jobs are going to be cut that will significantly cut into the current programs and

services being offered in the district (The Tri-Cities Now, School Board Budget Cuts 142...). With
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the order to return back to basics, all non-essential and extra-curricular activities are planned to be

cut back.

The Vancouver School board is facing a similar predicament. It is the intention of a budget
to handle the operating costs of an efficiently run school. The financial consequences of an
inefficiently run school reside with the district and particular school—reduction of programs and
services to compensate. From the report on the Vancouver school board, the Ministry of
Education’s interpretation of the VSB’s incurred deficit is that school consolidation and closures
(59) and the reduction or elimination of activities that are of less priority (29) will be enough to
correct for education-wide inefficiencies created by the declining student enrollment, which is
believed to be the at the heart of the deficit (Ministry of Education, Report on the Vancouver School
Board). In other words, the cost to heat a building that is under capacity will result in the
elimination of a breakfast program, afterschool club or school bus due to the inability of the per

student funding to cover the heating for the rest of the students that attend.

Supply Acquisition:

The acquisition of material goods is much easier to quantify than a service. Just as the
ability to distinguish a material good for tomorrow from one for today. Physically speaking, it is as
easy as walking through a school and assessing if the tools used by the students are modern and up
to date. An equivalent assessment can be done through inspection of a school’s financial statements.
For any object purchased in a year which is not consumed during that year is expected to have been
purchased for the development of the school. In this section we focus on a schools ability to acquire

tangible objects like supplies, furniture, equipment and technology that are used by students.
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The primary reason that this is possible is because sound accounting principles exists that require—

legally bind—a business, like a school, to list and itemize their yearly activities in financial
statements for reporting purposes. In addition, because education is a public service its records are
accessible for inspection by its citizens for transparency issues. Therefore, to understand the quality
of an education’s funding model in terms of supply acquisition, a school’s expenditure in relation to
its funding for the items of interest must be considered. Figure 6 below summarizes the Total
Budgeted Expenditures for 2012/13. The operating expenditures are grouped into five broad functional
areas: Instruction, District Administration, Operations and Maintenance, Transportation and Housing,

and Debt Services (Ministry of Education, Annual Budget Analysis and Revenue...).

2012/13 Total Budgeted Expenditures

Function 7
(Transportation & Function 3 [Debt
Houwsing) Services, Operating)
2.0% 0.0%

Function 4 [District
Administration)
3.2%

TOTAL BUDGETED EXPENDITURES IN 2012/13

% % of Total

Function 1 {Instruction) 4,172,846,698 82 9%
Function 4 {District Administration) 161,468,823 3.2%
Function & (Operations & Maintenance) 573,859, 348 11.4%
Function 7 (Transportation & Housing) 100,465,781 2.0%
Function @ (Debt Services, Operating) 41,035 0.0%
Capital ! 8,833,284 0.2%
Other 2 18,251,120 0.4%

TOTAL 5,035,766,089 100%:

Notes:
! Capital includes: Capital Asset Purchases from Operating Fumnd.
2 Dither includes: Local Capital & Other Interfund Transfers, Reduction of Unfunded Liabkilites, and Deficit Retirements.
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However, since funding is expressed by object (see figure 3) and expenditures are expressed

by function (see figure 6 above), the following two figures are used to facilitate a connection

between the money in (revenue) and the money out (expenses) through the processes that the

money is used. Figure 7 below expresses expenditures in terms of the 5 functions given in the last

figure (figure 6 above) and the programs that those functions support (Ministry of Education,

Operating Fund; Operating Fund Account Descriptions Revenues, 13).

Expenditures

Functions & Programs Structure

SCHOOL DISTRICT | 2020
| | | | |
1 4 5 T ] F
]
Instruction Districk Oiperafions Tran=portation Debt™ N
Bdmirizbmfion end and Housing Zeriices c
Meink=nance |Opemling) T
| | | [
N
122 1.3 160 in 541 741 902 5
Regular English as s Summer Educaticral Opmbions & Transparakicn Bk Temm
rirurtion Eacond Eshool Bdmiritmbion Mairberance & Housing Loans
Langusge Administmlics Adminitaton [Loca
Capial)
113 1.3 161 44 530 1.65 904
Copeer Eboriginal Contiruing Echool Distrcl Mairberance Cormel Tempomry
Program: Education Education Governance Opersfion: Ecolaire Borrowing
Francophane Opermlirg
107 141 162 a4 552 ]
Librry Echool Cffshore Business Mairberance Eluden
Services Bdministetion Shudents Bdmiristmbion of Geounds Transpartation
B
1.08 1.64 465 556 1.73 R
4]
Counzeling Dker Consel Uilities Housing ]
Zcolnire R
Frncophone &
W
g
1.10 155 - 565 -
Specal Consed Cansed
Educafion Scolsire Soolaire
Francophone Francophane
“Nole: A few schocl disiecs =5l have Debl Services (Capdal)
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Figure 8 below expresses the expenditures by the objects we intend to measure the funding

Inquiry I ]

formula with (Ministry of Education, Operating Fund; Operating Fund Account Descriptions

Revenues, 6). The modern aspect of the tools used by students: the supplies, furniture, equipment

and technology used by students today that are relevant to their future tomorrow.

John Vatougios (90270133)
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EXPENDITURES
REPORTING STRUCTURE EXPENDITURES BY OBJECT
100 - 599
SCHOOL DISTRICT EXPENDITURES 20004
]
100 200 300 - 300
Emgloyes Benefits Semices
Salaries ard and
Blowances Supplies
110 30 412 10
Teacher Salaries Senices Intarast Supples
105 330 ]
Princigal and Stuslernt | ftites
Vice-Prncipal Transportation
Salaries
123 ) 580
Professions
Educational Devalopment Fumiture and
Aszsiztort Salares and Equipment
Trawel Replacement
120 360 580
Support Saff Rentals & Leases Compubzr
Salaries Equipment
Replacement
I
130 370
Crber [Dues
Professional and
Salaries Fees
140 30
Subsiite MSWFarGe
Salaries

Instructor Alayne Armstrong

Page 26




[ EDCP451B: Inquiry Il ]

Looking at figure 8 the objects of interest are the services and supply, 300-500 accounts,

categories. In particular, we want to look at the portion of the supplies (510) that are not consumed
within the year and the furniture and equipment replacement (580) and computer equipment
replacement (590) accounts. These particular accounts will pertain to merchandise purchased with
the intention of growing programs and services. Table 3 represents the 2012/2013 provincial
summary of annual budgeted expenditures by object and looks at the values for these accounts
(Ministry of Education, BC School District Revenue and Expenditure Tables 2012/13; Provincial
Summary of Budgeted Expenditure by Object).

201213 PROVINCIAL SUMMARY OF ANNUAL BUDGETED
OPERATING EXFENDITURES BY OBJ ECTI

% OF GRAMD
EXPENDITURE SUB TOTAL TOTAL

TEACHERS SALARIES s 2,257.257.185 45.07 %
PRIMCIPALS AND VICE PRINCIPALS SALARIES 282.285.481 5.24%
SUPFPORT SALARIES:
EDUCATIHOMAL ASSISTAMNTS SALARIES 321,744,335 8.42%
SUPPORT STAFF SALARIES 487, 78T.358 8.24%
OTHER PROFESSIOMALS SALARIES 112,781,132 2.237T%

TOTAL SUFPPORT SALARIES SUBTOTAL -] 203,312,825
SUBSTITUTES SALARIES 153.701.858 3.07%

TOTAL SALARIES 5 3,576,557,.149 T141%
EMPLOYEE BEMEFITES 257,646,248

TOTAL BEMEFITS ANMD ALLOWAMNCES 857,646,248 17.12%
TOTAL SALARIES AND EMPLOYEE BENEFITS 4,434 203,387 B8.53%
SERVICES 5 132,268,882 2.54%
STUDENT TRAMEPORTATION 39,524 050 0. 79%
PROFESSIOMAL DEVELOPMENT AMD TRAWVEL 35,620,827 0.71%
REMTALS AND LEASES 12,328 535 D.25%
DUES AMD FE 9,027,338 0.20%
INSURANCE 15,700,478 0.21%
INTEREST 75,335 D.00%
SUPPLIES 225,600 257 4.51%
BAD DEBTS 1,471,300 0.03%
UTILITIES 101,792 8288 2.03%

TOTAL SERVICES AND SUPPLIES 574,478,288 11.47%
TOTAL BUDGETED EXFPENDITURES % 5,008,681,685 100.00%
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By comparing the accounts listed in Table 3 to the accounts listed in figure 8 it can be

verified that each account is accounted for with a value and percentage except for account 580
(furniture and equipment replacement) and 590 (computer equipment replacement). This means that
the values associated with these accounts are so small that they can be amalgamated with their
parent account 510 (supplies) for reporting purposes. The value of the supplies account indicated in
the above table is 4.51%. Table 4 below is provided to illustrate the same findings by comparing the
object accounts to the function and program accounts in figure 7. Table 4, on the next page,
represents the 2012/13 provincial summary of annual budgeted operating expenditures by function,
program and object (Ministry of Education, BC School District Revenue and Expenditure Tables

2012/13; Provincial Summary of Budgeted Operating Expenditures by Function).
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2012/13 PROVINCIAL SUMMARY OF ANNUAL BUDGETED OPERATING EXPENDITURES
BY FUNCTION, PROGRAM AND OBJECT

PRINCIPALS &  EDUCATIONAL SUPPORT OTHER TOTAL % OF GRAND % OF
TEACHERS  VICEPRIMCIPALS ~ ASSISTANTS STAFF  PROFESSIONALS SUBSTITUTES TOTAL EMPLOYEE SALARIES& GRAND SERVICES & TOTAL GRAND
SALARIES SALARIES SALARIES SALARIES SALARIES SALARIES SALARIES  BENEFITS BENEFITS  TOTAL SUPPLIES EXPENDITURES TOTAL
1.02 Regular Instruction 1,768,232,388 58,656,332 18,211,538 41,159,955 5408400 102842612 1980,310,303 471708810 2452016,113 400% 151372346  2603,301450 520%
1.03 Career Programs 16,070,087 765,885 20168484 3362610 602,754 626,815 254744 5415180 27030024  08% 5827583 JPTETEIT 0%
1.07 Library Services 47,761,818 3,480,017 2612808  8.011.678 182,284 1,600,635 85,570,308 16,081,831 81,652,140  18% 10773545 62425885  1.8%
1.08 Counselling 67,783,322 1,040 448 605,867 1,456,182 845,935 1,348,358 73,008,222 17437687 80,536,008  18% 725,822 91,262,731 1.8%
1.10 Special Education 248 643,553 13,078,710 260827378 7581578 5,068,501 22584862  5AG6,734.770 142,020,849 708,805,619 14.2% 18,442,880 727243480 14.5%
1.30 English Language Leaming 51,377,128 2,324 806 2,847,168 482,821 63483 1,720,073 58,034,500 14,306,028 73240818 15% 1131318 74371837 15%
1.31 Aberiginal Education 16,028,641 4,019,808 24,183,783 1,646,224 1.672,232 007,770 47,560,338 11,486,380 bo.oesme 1.2% 10,756,070 60,821,788 14%
1.41 School Administration 748,628 170,580,793 0 82051126 1617.010 4,344,143 280341707 61120404 320482111 B4% 12,000,326 3AMAT BT
1.80 Summer Schoal 7,857,871 685,670 154,533 1,040,285 187,231 188,712 10,235.411 2,082,508 12,328,007  D0.2% 855,905 13183812 0.3%
1.81 Continuing Education 7,821,028 055,804 40,342 2123838 1.455,552 475,884 12872454 2,486,604 15,350,148 03%  6.,508.7%4 21057802 D4%
1.82 Off Shore Students 30,724,888 2,635,828 823,002 3,828,019 4,507,308 922,648 43501270 0,216,108 53317466  1.1% 35874003 20101480 1.8%
1.64 Other 5,136,745 834770 1688814 3140588 804,655 621,874 12238447 2820571 15,158,018 03% 7633334 2782372 05%
FUNCTION 1 TOTAL 2,266,308,061 257,077,380 321,182,000 157,705,017 22,525,831 138,084,588 3,152,082565 756803226 3000885701 78.1% 202,060,007 4172840808 83.3%
4.11 Educational Administration 748,143 2,876,671 0 2584883 23,381,005 532,840 30,124,841 8,767,643 36022784  07% 8800278 45,732,080 0.8%
4.40 School District Governance 0 i 0 285,986 f.624,000 6,000 6,015,805 453,883 7370858 01% 7174488 14554448 0.3%
4.41 Business Administration 53,850 2,202,022 0 23400323 35,860,709 1,082,875 62,802,760 14,482,055 77,190,824  1.5% 23001403 108217 20%
FUNCTION 4 TOTAL 801,783 5,078,803 0 26370,182 £i5,866,802 1,621,824 86,738,805 21,753,081 121.483,566  24% 39075267 161,468,823  3.2%
5.41 Operations & Maintenance Admin. 140,431 87.135 @0482 8071277 18,176,330 444,631 22080588 5,240,081 28220867  DE% 10,464,367 44804004  00%
5.50 Maintenance Operations 8,000 23,103 0 225451877 f,080,975 10,811,484 242364510 50384 501 301,748,110 6.0% 85,404,268 \7243378 7%
5.52 Maintenance of Grounds 0 i 0 19542250 300,432 655,340 20,588,031 4,800,278 25488,308  0.5% 12034630 752838 07%
5.56 Utilities 0 0 0 152,563 172,208 14,400 338,172 76,884 418,058  0.0% 103.082.843 04308000 21%
FUNCTION 5 TOTAL 148,431 110,238 60,482 251,318,067 22,718,848 11,026,144 286,201,308 60,501,834 365,883,142 T.1% 217,070,206 573850348 11.5%
7.41 Transportation & Housing Admin. 0 18,870 85135 3452251 2,420,652 41,112 £,028,020 1.428,338 7456356 01% 1466182 8952548  0.2%
7.70 Student Transportation 0 0 386,728 28855733 228,782 2,024,005 2085228 7836340 30,231,568 D&% 51381278 a0.502.848  1.8%
7.73 Housing 0 i 0 106,008 20,338 3887 220,423 32 551 252074 D% B67.413 620,387  D0.0%
FUNCTION 7 TOTAL 0 18,870 481,863 32,304,082 2,660,752 2,080,104 37 543,871 9,387,227 46,040,808  09% 53524883 100465781 20%
8.02 Interest on Bank Loans 0 0 0 ] 0 0 0 0 0 00% 23,035 2303 00%
.84 Interest on Temparary Borrowing 0 0 0 ] 0 0 0 0 0 00% 18,000 18,000 0.0%
FUNCTION 3 TOTAL 0 0 0 0 0 0 0 0 0 00% 41,035 41035 00%
TOTAL OPERATING 2,257,257,185 262,285,481 321,744,235 467,747,358 113,781,132 153,701,658 3570557140 857848248 4434203307 080.5% 574478288  G,000,BB1,885 100.0%
% OF TOTAL 45.1% 5.2% .4% 0.3% 23% 31% 71.4% 17.1% 88.5% 11.5% 100.0%

Page 29

Instructor Alayne Armstrong

Inquiry Project :

John Vatougios (90270133)



[ EDCP451B: Inquiry Il ]

Since the values have not been made readily accessible, an in depth audit of the financial

statements would be required to produce an accurate value. However, there are three
approximations that can be used to gauge the percentage of the supply account that will be used
within a year. First, the basic allocation formula can be used to derive an approximate value. From
figure 4 the basic allocation portion accounts for approximately 79% of the funding with the
supplement accounting for the remaining 21%. Therefore a fair value for supplies that are dedicated
to the future development of the school and students would be around 0.94% (21% of 4.51%).
Second, a comparison of the utilities account to the supplies account could give a value. Generally,
utilities would consume a fraction of the supplies required to run a school. Assuming a ratio of two
or three-halves consumption of utilities (2.03%) to supplies (4.51%) would imply that a fair range
for supplies that are dedicated to the future development of the school and students will range
somewhere from 0.45% up to 1.47%. Third, would be to compare the supplies account to the capital
assets account (This is the capital 1 account in figure 6 that represents capital asset purchases from
the operating fund ~ 0.2%), which is an account for long-term large purchases. Assuming a ratio of
two for the consumption of long-term supplies to capital assets would yield a fair value for supplies
being dedicated to the future development of the school and students to be around 0.4%. Although
these are just approximations, all four methods indicate that the portion of the supplies account
being dedicated to the future growth and development of the school and its students corresponds to
a value under 1%. The max being 4.51%, which assumes that all teachers are purchasing all the

supplies needed for their students that year out of their own pocket.
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Conclusion

Headlines all around the world talk about the strides made by Asian countries with the
dragons dominating the charts (Korea, Taiwan, China, and Singapore). The emerging markets have
emerged in terms of educational reforms and standings. Many newly developing nations have
already begun investing in tomorrow, investing in education, in which the results are already clear.
Even though no two education systems are alike and a person may consider a dragon nation-
Canadian comparison to be unfair. It would not change even if we evened the playing field and
compared oranges to oranges. A comparison of Canada to the average western education system
would still find Canada lagging behind in terms of their investment into education as a percentage
of GDP by 0.5% to 1.5%. Canada, a top 10 nation with respect to Education running off of a budget,
according to GDP, fit for an 80th place finish. Comparatively speaking, it is clear that an influx of
funding is required if we wish to remain competitive on the international level. If we were in a race,
then we would be equipped with an antiquated Ford Mustang that was trying to compete against the
more modern Mercedes, Porches and Mitsubishi's coming off the assembly line. The state of
education currently experienced is unbecoming. Of course Canada is slipping every year in its
standings and it will continue to do so until something is done. Our education system is running on
steam and without fuel it is inevitable to continue to slide. The intellectual property of our past will

continue to hold ground for only so long.

The comparison of British Columbia to other provinces within Canada also yielded
unwelcoming results. The shift in education spending that occurred nearly a decade ago in British
Columbia caused British Columbia to fall behind the rest of Canada. A shift attributed to the “direct
result of Liberal government funding policies” (Ministry of Education, Education Funding Brief
2012; Appendix 3, 3). Statistics tells us that British Columbia needs to increase spending by at least

0.3% of GDP in order to meet the Canadian average. More is expected though due to recent trends
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by other provinces corresponding to increases in educational spending. This decade of reduced

spending can be witnessed firsthand with a walk down the halls of an average school and a visit to
an average classroom, which will undoubtedly yield an unelaborate, outdated setup stemming from
the void of resources being devoted to the future development of the school. A secondary source
that can be used to verify that claim would be the financial statements from a school. 88.5% of a
school’s expenditure is attributed to employees and employee benefits. The remaining 11.5% of the
expenditure is devoted to the supplies and services of a school, nearly all of which is required by the
school to remain operational. It is estimated that less than 1% of a budget is put to future use—the
ability to acquire tangible objects like supplies, furniture, equipment, tools and technology that are
used by students. If a business would eventually fold by only investing 1% of its resources into its
future then why would a school be any different? Why isn’t something being done? Why has the

can been kicked for so long?

Schools and school districts are having a hard time handling their finances as illustrated by
the Vancouver and Coquitlam districts; be it infrastructure, programs, services or supplies,
problems are inherent in which increased funding would help. Pointing fingers is easy when looking
at the funding allocation model. In essence, all our eggs have been put into a single basket. Our
education system is at the mercy of provincial funding which provides 94.4% of the budgeted
revenue received by schools. Only 5.5% currently comes from everywhere else. With the majority
of provincial policies being geared towards equity and not performance, it implies that the intended
focus is on addressing the needs of schools operating below par by raising standards to be in line
with minimum expectations. It is difficult for a normally operating school to obtain more resources
for development if they are not against odds or subscribing to specific programs tied to funding set
out by the provincial government. Provincial policies regarding provincial funding are clearly

defined and focus on operational costs. If growth and development is a concern then the public must
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call for a change in the provincial funding allocation formula or be prepared to seek funds

elsewhere. However, with the limited role that the federal government (specialized language
programs in English and French) and school districts (school referendum taxes) play, the bulk of the
efforts would reside on the school itself—school generated funds. The school can generate its own
funding through rentals, leases, investment revenue, specialized tuition and miscellaneous.
Miscellaneous according to the ministry of education includes revenue from sources like vending
machines, cafeterias, field trips, yearbook sales, school fees, graduation fees, band fees, and
fundraising. Whereas fundraising refers to other revenue from the private sector like through

donations, corporate sponsorship, parent advisory councils.
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