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Misleading Accounting at the Pennsylvania Department of Education 
 

In the debate over Pennsylvania�s 2008-2009 budget, education funding stirred up quite a bit of 
controversy. Governor Rendell and the Democrats favored a $291 million increase in education 
funding based on the recommendations in the Costing Out study (Costing Out the Resources 
Needed to Meet Pennsylvania�s Public Education Goals).  As we argued in a previous Policy 
Brief (Vol. 8 No. 34), this poorly designed study found that Pennsylvania needed to increase its 
education funding by $4.38 billion in order to have 100 percent of students in the state reach 
proficiency in reading and math by 2014.  The recommended way to achieve the higher spending 
was through massive increases in state spending rather than asking school districts to take on the 
additional burden.     
 
To fund the huge spending increase, the study suggested Pennsylvania should raise taxes to the 
tax burden average of neighboring states. However, the study inexplicably failed to recognize or 
take into account that tax collections in New York are heavily distorted by the enormous revenue 
generated in New York City through taxes paid by non-resident commuters and visitors.  Nor did 
the report take into account the fact that the ratio of students to total population in Pennsylvania 
was lower than in neighboring states. Thus, there are more people per student in Pennsylvania to 
carry the tax burden than in neighboring states.   
 
Now, further investigation has revealed a serious deficiency in Pennsylvania Department of 
Education (PDE) statistics that sheds more light on the education spending controversy. 
Specifically, according to a Census Bureau report on Federal revenue sent to Pennsylvania, the 
PDE is reporting only half of the Federal money received by the state�s school districts.  
 
Census Bureau data indicates that for the four school years beginning in the fall of 2002 and 
ending in the spring of 2006, Pennsylvania received $1.42 billion, $1.61 billion, $1.75 billion, 
and $1.79 billion respectively from the Federal government.  In contrast, the state reports the 
following numbers for the same years: $717.39 million, $832.27 million, $851.39 million, and 
$924.88 million. Why the huge discrepancy?  
 
In light of the complexity of funding sources and reporting procedures it would not be 
unreasonable to expect some slight discrepancies in the figures from Census and the state.  
Indeed, other states have minor reporting differences.  For example, in the 2004-2005 and 2005-
2006 school years, Maryland, Ohio, Tennessee, and Virginia all reported numbers that were 
marginally different from the Census.  However, the discrepancies between these states and 
Census Bureau never exceeded 2 percent.   
 
Meanwhile, for the 2004-2005 and 2005-2006 school years, the Census numbers were 105 
percent and 94 percent higher than the figures reported by the PDE. When asked about the sizable 
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discrepancies, the PDE said that they received the information from each of the school districts 
and merely compiled the data.  
 
A review of Mt. Lebanon School District�s Annual Financial Report showed the district received 
$890,602 in the 2004-2005 school year and $810,000 in the 2005-2006 school year from the 
Federal Government.  Meanwhile, the PDE reported that Mt. Lebanon only received Federal 
funds of $414,112 in the 2004-2005 school year and $290,510 in the 2005-2006 school year. 
 
It was learned from school administrators that the PDE classifies money received under IDEA 
(Individuals with Disabilities Education Act) as a local revenue source; however, the school 
district classifies this as Federal Revenue. It is unclear as to why this money would be recorded as 
local revenue.  But, it does explain why the PDE numbers are so much lower than Census 
numbers.  It is also obvious that other states do not follow Pennsylvania�s practice in 
mysteriously labeling Federal money as local revenue. 
 
And while this practice might seem innocuous on the surface, there are significant consequences 
of this mislabeling. By making it appear that the local revenue is higher than it actually is by 
including the Federal IDEA funds, the practice provides additional ammunition to proponents of 
more state spending to relieve the local education tax burden.  It also makes it appear to users of 
the data that the Federal government is shortchanging Pennsylvania relative to other states. And 
that is clearly not the case.  
 
On average the reporting slight of hand comes to about $500 per pupil across the state. That 
amounts to almost $900 million in total.  This is clearly significant and legislators should 
understand the magnitude of this mischaracterization. Federal funds are just that. Calling them 
local revenue is not only misleading, it is dishonest and leads to mischief. 
 
There is no doubt the education tax burden is too high for local taxpayers in many districts.  
Unfortunately, all the talk of shifting the burden to the state ignores the very real need to rein in 
costs, something the public sector does not seem to be able to do. They are constantly being 
ratcheted upward, driving up both local and state tax burdens.  
 
Nonetheless, the PDE should reclassify the IDEA funds as Federal money and remove this 
additional excuse to raise the level of state funding.  That leads to more irreversible ratcheting.  
Rather, the state should be looking for ways to get more bang for the education dollars spent. 
How about trying an open-to-all meaningful voucher program that would let parents choose an 
alternate school for their children if they wish, be it private or religious?  The educrats have tried 
everything else to no avail. All we have to show for those efforts is higher spending and little or 
no improvement in academic achievement.  

 
Sarah Titus, Research Assistant       Jake Haulk, Ph.D., President 

 
 

Policy Briefs may be reprinted as long as proper attribution is given. 
 

For more information about this and other topics, please visit our website: 
  www.alleghenyinstitute.org 

Allegheny Institute for Public Policy          
305 Mt. Lebanon Blvd.* Suite 208* Pittsburgh PA  15234 

Phone (412) 440-0079 * Fax (412) 440-0085 
E-mail:  aipp@alleghenyinstitute.org


