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About that ‘Free Lunch’
Achieving fair, meaningful and constitutionally-
sound pension reform remains one of the most 
difficult challenges facing our state. In the 
Illinois Senate, there is clearly a sincere desire 
by members of both political parties to reach 
a consensus that will protect and preserve 
essential state services, while also assuring the 
financial security of retired teachers and other 
public employees.

Given the tremendous challenge we face, 
there is no reason to make it more difficult by 
interjecting additional complicated issues into 
the pension reform debate. 

One proposed “reform” measure—and the 
one most likely to derail any resolution—has 
sparked a misleading regional battle over state 
contributions to downstate and suburban retired 
teacher pension funds.  

Some lawmakers 
propose shifting the 
costs for local school 
and university employee 
pensions from the state 
to their employers. They 
argue those employers 
set the salaries that 
determine the pensions. 
But they do not 
acknowledge that the 
Illinois General Assembly 
sets all the benefits—
including retirement age, 
cost-of-living-adjustments 
and contribution levels—
that have a significant 
impact on pension 
payouts and the growth 
in unfunded liabilities. 

Some lawmakers, including House Speaker 
Michael Madigan, try to sell it as a matter of 
education fairness. The Speaker has termed 
the contributions a “free lunch.” This rhetoric 
is misleading, divisive and derisive—hardly 
the kind of discourse designed to foster 
compromise and resolution.

School Funding in Illinois – An 
Examination

Rather than respond in kind, Senate 
Republicans have examined the state’s system 
of school funding to determine if the current 
distribution of resources is fair and equitable, or 
if it is instead skewed toward one region or even 
one school district.

The unavoidable conclusion is that, if there are 
free lunches being handed out to schools in 
Illinois, the portions are indeed inequitable. But 
not in the way portrayed by others.
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In fact, if downstate and suburban school 
districts are receiving a “free lunch,” it is on 
the order of a “kid’s meal.” In contrast, though 
Chicago Public Schools enroll roughly 18% of 
Illinois’ public schoolchildren, the state has been 
“super sizing” their value meal.

Through a variety of special considerations and 
cases, the Chicago Public Schools actually 
receive nearly $800 million in “free lunch money” 
that is not available to their counterparts in 
suburban and downstate Illinois. 

The net result is a significant budget disparity 
that treats Illinois’ schoolchildren differently 
simply based on where they happen to live. A 
preschool child in a downstate school district 
will receive fewer education service dollars 
from the state than the child would in Chicago. 
A developmentally-disabled child living in a 
suburban community will receive less funding for 
his education from the state than would a similar 
child in Chicago. 

Perhaps most unfair of all, an impoverished child 
in Edwardsville must be educated for barely 15% 
of the state support available to a needy child 
in Chicago living under comparable economic 
circumstances. 

Why This Examination is Important

It is not the intent of the Senate Republican 
Caucus to ignite a regional war over school 
funding fairness. The goal is not to pull the 
financial rug out from under the Chicago Public 
Schools—we recognize that all school districts 
in Illinois are facing difficult financial challenges. 

We simply want to provide a balanced picture of 
where funding equity stands today.

An honest, objective review of school funding 
policies in our state is long overdue. Illinois 
continues to distribute school funds using 

outdated formulas, with at least one dating 
back to the 1970s. The state should undertake 
a thorough examination of how we divide up 
the dollars that go to our schools. We would 
welcome such a discussion. 

However, the urgency to fix the state’s retirement 
system funding is too great to risk having those 
reforms get bogged down in a protracted 
debate over school funding fairness – even if the 
discussion is long overdue.

Six Areas of Funding

State support of school funding in Illinois falls 
under six general categories:

•	 Foundation Level Grants;
•	 PTELL (Property Tax Extension Limitation 

Law) Adjustments;
•	 Corporate Personal Property Tax 

Replacement Grants; 
•	 Poverty Grants; 
•	 Special Education Grants; and 
•	 Early Childhood Education Grants.

A brief look at each of these categories reveals 
historical trends and formula anomalies that 
steer extra dollars to the Chicago Public School 
system and away from downstate and suburban 
schools.

Foundation Level Grants

Arguably, the Foundation Level Grant is the most 
equitable and fair formula distribution in the 
state. Its purpose is to assure that all schools 
have access to a basic “foundation” level of 
support deemed necessary to educate a child in 
Illinois.

It is a resource “equalizer,” which takes into 
account the property wealth of school districts 
and attempts to even out or equalize the funding 
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available to schools. The goal is to ensure 
students who happen to live in “property-poor” 
districts receive a base level of support. 

Until the turn of this century, the Foundation 
Level Grant was the primary component of state 
education support. Though the grant was often 
the source of controversy, it was accepted along 
the same lines as Winston Churchill’s famous 
pronouncement about democracy—education 
funding experts and legislators all seemed 
willing to accept that the Foundation Grant was 
the worst formula for education funding, except 
for every other formula that had ever been tried. 

For decades, Chicago was a property-poor 
school district and its political leaders were 
strongly protective of the formula. However, 
beginning in the 1990s, Chicago’s property 
values began to climb. Suddenly, the base 
formula that had benefitted the City for many 
years was no longer as attractive.

It may not be coincidental that since 2000, the 
Foundation Level has been consistently reduced 
as a component of overall General State 
Aid. In contrast, two other General State Aid 
components that could be more targeted to the 
Chicago Public Schools have risen dramatically. 

From Fiscal Year 2000 to Fiscal Year 2012, total 
funding for Foundation Level Grants has actually 
dropped by 6%, while Poverty Grant funding has 
soared by 432% and PTELL Adjustments have 
grown by an astonishing 1,267%.

Contrary to popular belief, in FY 12 only 53% 
of General State Aid funding to local schools 
was provided through Foundation Level Grants. 
Poverty Grants provided 34% of the funding 
and 13% came to the districts in the form of 
PTELL Adjustments. In contrast, in FY 00 the 
Foundation Level provided 88% of the funding 
made available to schools through the General 
State Aid formula.   

The very formula that is designed to ensure 
school children in Illinois receive a quality 
education no matter where they live is being 
edged out in favor of convoluted policies and 
formulas. There is less money available today 
for Foundation Level Grants than there was 
twelve years ago. 

Value of Free Lunch:  No Free Lunch can be 
assigned here, as the nature of Foundation 
Level Grants is to provide at least a minimum 
level of funding per student in all districts.

PTELL Adjustments

With the advent of the Property Tax Cap in the 
1990s, a new component was added to the state 
aid formula: a specialized formula adjustment 
intended to offset the impact on school districts 
whose revenues from local property taxes were 
restricted. 

The theory was that school districts should not 
be punished simply because the real value of 
property in the district was climbing faster than 
allowed under the tax caps.  

The Property Tax Extension Limitation Law 
(PTELL) Adjustments were originally intended 
as very modest awards to offer a small offset to 
school districts unable to access the growing 
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value of property within a district. 

However, this formerly modest program has 
exploded since 2000. From FY 2000 to FY 2012, 
PTELL Adjustments have grown by 1,267%.   
PTELL Adjustments have particularly benefited 
Chicago Public Schools, which now receives 
49% of all PTELL funding in the state. 

Chicago enrolls 18% of students, but receives 
49% of PTELL dollars.

Value of PTELL Free Lunch: $196 Million.

Corporate Personal Property 
Replacement Grants

The Chicago Public Schools have also received 
a windfall from the state’s Corporate Personal 
Property Replacement Tax. 

When the 1970 Illinois Constitution ordered the 
end to personal property taxes, the General 
Assembly established a business income tax to 
replace the revenues. The distribution formula of 
this Corporate Personal Property Replacement 
Tax revenue has remained unchanged for the 
30-plus year history of the tax. 

Chicago Public Schools, which account for 18% 
of the student population in the state, receive 
27% of the total revenues from this special 
income tax.

Value of Corporate Personal Property 
Replacement Free Lunch: $67 Million. 

Poverty Grants

The state’s expenditures for special Poverty 
Grants have also exploded in the past decade. 
In FY 2000, Poverty Grants constituted 10% of 
the state’s General State Aid formula. Today 
they represent more than one out of every 
three dollars in the formula. This 431% increase 
in Poverty Grants seems modest only when 
compared to the 1,267% PTELL Adjustment 
increase. 

In real dollars the Poverty Grants illustrate jaw-
dropping increases, dramatically increasing from 
$295 million to almost $1.6 billion over the last 
twelve years.

The dramatic rise has not come without 
“adjustment.” Prior to FY 2004, Poverty 
Grants were awarded based on Census 
data of low income students. However the 
Illinois Department of Human Services began 
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determining the number of low income students 
using Medicaid and other programs in FY 2004. 
In that time, Average Daily Attendance (ADA) 
has remained stable, yet students identified as 
poverty students have more than doubled. In FY 
2012, Chicago Public Schools received nearly 
50 percent of these dollars. 

If Poverty Grants were distributed equitably, 
it would be hard to argue that awarding more 
money to educate impoverished children is not 
fair.

But, as with almost everything about school 
funding in Illinois, the distribution is far from 
equitable. Instead, Illinois uses a curvilinear 
formula that assigns a Poverty Grant of $2,513 
to an impoverished student in Chicago, while an 
impoverished student in Mt. Zion receives $390.

One cannot reasonably argue that an 
impoverished student in one school district is 
worth more than $2,500 to that school district, 
while an impoverished student in another school 
district is worth $390. Yet the state Poverty 
Grant formula dramatically rewards high poverty 
concentration school districts, like the Chicago 
school district, for having a high percentage of 
impoverished students. 

At some level, this is logical and reasonable. No 
one would argue that a school district with 15% 
of its students living in poverty faces the same 
challenges as a school district with 90% of its 
students living in poverty.  

By the same token, it is hard to justify the gross 
disparities in Illinois’ Poverty Grant program. 
Perhaps more than any other component of 
state education funding, Illinois’ system of 
awarding Poverty Grants to schools cries out for 
review. 

The Chicago Public School District enrolls 31% 
of the poverty students in Illinois, but receives 
47% of Poverty Grant funding.

Value of Poverty Grant Free Lunch: $255 
Million

Special Education Grants

Under a formula devised in 1995, Chicago 
Public Schools receives a guaranteed block 
grant of 30% of special education funding. At 
this time, 30% of total funding is directed to a 
school system that is responsible for just 17% of 
the special-needs students in Illinois.

The Chicago Public Schools are guaranteed a 
fixed percentage of the state’s special education 
budget, regardless of the number of students 
they serve. Downstate and suburban school 
districts must compete for the remaining dollars 
by submitting vouchers for reimbursement of 
actual costs incurred. 

Chicago Public Schools enrolls 17% of the 
special education students in Illinois, yet 
receives 30% of the special education funding.

Value of Special Education Free Lunch: $197 
Million 
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Early Childhood Education Grants

The final major component of state education 
funding is Early Childhood Education. Like 
Special Education Grants, the Early Childhood 
Education Grants are awarded under a fixed 
block grant created in 1995. 

Under the block grant, Chicago is guaranteed 
37% of the state’s Early Childhood Grant 
funding. This is a substantial percentage of the 
Early Childhood Grant revenue that is being 
directed to a school district that has only 18% of 
the student population in Illinois. 

Once again, a child in Chicago has access 
to state resources far beyond what a child in 
similar conditions would have in a downstate or 
suburban school.

Chicago Public Schools enroll 18% of total 
students, but receive 37% of Early Childhood 
Education dollars.

Value of Early Childhood Education Funding 
Free Lunch: $57 Million 

Summary

The purpose of this report is not to launch a 
“raid” on state funding for the Chicago Public 
Schools. In these difficult times, no school 
district can sustain major changes in funding 
formulas.

Instead, we hope to bring some balance to the 
discussion of school funding in Illinois, and to 
put an end to gratuitous and deceptive potshots 
about “free lunches.” 

If the Chicago Public School system bears 
a slightly higher burden for teacher pension 
payments, that is offset many times over by 
other components of school funding. 

During the course of our examination, we have 
uncovered serious issues that undermine fair 
access to education for all Illinois students. 
Indeed, some of the discrepancies are 
particularly troubling because they impact our 
most at-risk students.

Illinois must have a candid, thorough and 
responsible debate over school funding 
formulas. But today, we must confront the crisis 
at hand. 
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