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Nancy Wood
152 Field’s Farm Road
Charloue, VT 05445
802-425-2761 * nwood@gmavt. net

December 28, 2014

To: Speaker of the House Representative Shap Smith
From: Nancy Wood
Re: Education Funding Proposals

Dear Speaker Smith,

Thanks for your invitation for us all to contribute to the debate on education reform and funding. I've been
listening, studying and suggesting ideas for many years, but make no claim to have the best answers. So rather
than trying in a few days to pull together a new proposal, I've dusted off an old document that | wrote in 1993
when | was in the legisiature as a representative from Burlington.

The proposal, which follows, is clearly dated. It preceded the Supreme Court decision that led to Acts 60 and 68,
and a variety of other changes in education funding. It preceded the currently derailed single payer health funding
initiative. And, I'm not convinced | would support it. However, it addresses what continues to be a major sticking
point in the debate: the disenfranchisement of voters related to school funding decisions. How has this
happened?

1. Llocal school budgets are in large part predetermined by teacher negotiations, over which voters have no
say. The Governor and Legislature blame the voters for passing larger and larger budgets, but are totally
unwilling to place any controls or caps on salaries and benefits determined through negotiations.
Example: 3.25% per year new money for three years was currently approved in Chittenden South District.
The Fact Finder’s report made NO reference to the State’s urgent pleas for restraint, and instead said the
taxpayers of the district could afford it. This will, no doubt, also influence increases in pay to
administrators (including in the superintendents’ offices), para educators and staff as well as the teachers
covered by the contract. It will also, due to the ratchet effect, influence settlements in other districts as all
districts compare salaries to their neighbors.

2. The Legislature manipulates the statewide education tax rates, base education amount and income
sensitivity percentage annually, with no direct accountabllity to the voters, and after Town Meeting. The
complex formula and unknowns create uncertainty for voters, who see a budget amount out of context
with its impact on local taxes. Before the statewlde education tax, it was customary in most towns for
voters to approve the school budget with a clear idea of what the property tax would be. In a few,
Burlington for example, the voters approved the tax rate as opposed to the budget. This was even clearer.

3. During the economic boom of the late 90s-early 2000s, with the inflationary increase in property values,
the Legislature was able to reduce the statutory rates and take credit for “reducing taxes.” However, this
had the effect of increasing tax revenues and creating an atmosphere where higher spending was
encouraged. The percentage of general fund revenues to education was reduced. Uses of the Education
Fund were expanded beyond K-12, with more mandated services to be provided in the schools, rather
than the excess property taxes being put aside for a rainy day. The recession rained hard on Vermont’s
property tax payers.

The changing demographics of the state is another pressing issue not addressed in the following proposal. | hope
the Legisiature will give priority to considering how Vermont can become more attractive to families with children,
who would bring young energy, earnings and expertise to the state, enliven our small communities and bring our
schools back up to capacity. The bottom line of this entire debate should be maintaining a high quality education
for all Vermont children,



February 19, 1993
* DRAFT #5%*

A "SINGLE PAYER" PROPOSAL FOR
RESTRUCTURING VERMONT'S K-12 SCHOOL SYSTEM

Governor Dean and Speaker Wright have challenged us to tackle the
dual issues of school governance and school finance, and to act this
year. The Speaker's plan for the state to pay teachers' salaries, and
to move contract negotiations away from local school boards to one state
bargaining unit has invigorated the debate and broadened the scope of
potential change.

We all know that substantial inequities permeate our present
education system. Disparities in wealth from community to community
mean unegual educational opportunities for school children, unequal pay
and benefits for teachers, and unequal property tax burdens for
taxpayers. We must do away with these structural inequities if we are
to meet the "Green Mountain Challenge" developed by hundreds of
educators and citizens to support "very high skills for every student -
no exceptions, no excuses."

How can we deliver a high gquality education to every Vermont
student, at a reasonable cost, spreading the financial burden egquitably
throughout the state; and at the same time maintain the community
participation and caring for hometown schools that is the strength of
our current system?

Here is a proposal that attempts to pull together in one system the
ideas offered by the Governcr, the Speaker, and others like Sen.
Spaulding and Rep. Valsangiacomo who have been working on this problem
for years:

1. All of the current 60 supervisory districts and over 250 local and union
school districts would be consolidated into one statewide school systenm.

2. This one unified district would raise all of the tax revenues needed for
education, and allocate them to all of the public schools in the state.
In its first year the legislature would set by statute the types of
taxes and tax rates required to raise sufficient resources to fund the
system. Included would be a reasonable mix of property, sales, and
personal income taxes. (See attached estimates of rates.)

In subsequent years any increases in the tax rates would have to be
presented by the State Board for approval to the voters of the
consolidated district (ie, the state as a whole).

3. The system would be run by a State Board of Education elected by the
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voters of the state. The State Superintendent (aka Commissioner or
Chancellor) would be appointed by the Board.

4, All education staff (teachers, administrators, support staff) would be
employees of the state education system; and all contract negotiations
would be with the State Board. However, hiring, firing and management
decisions would be the responsibility of locally elected town and union
school boards. During a transition period the State Board could be
negotiating with many local bargaining units with different contracts;
over time these would be consolidated into one unit and contract.

5. The state would be divided into a reasonable number of regional
supervisory sub-districts (+/-20 versus the current 60) to coordinate
resources for local and union schools.

6. The State Board would develop an annual "global budget" for education,
and allocate funds to local and union schools on a per pupil basis, plus
special education and federal funds as required for special needs
students and programs. Local school boards would be responsible for
developing budgets using the state allocation to operate their schools.

Teachers and other staff would be paid based on the statewide
salary scale. There would be no local school tax. Local schools,
however, would be able to supplement their state and federal tax
revenues through careful planning, creative budgeting, and agressive
efforts to raise money through grants and contributions.

This is a spare outline of a complex proposal, leaving many
unanswered questions. Who would oversee the regional vocational -
technical centers? How do we ensure that the assessment of property for
the school tax is fair? 1Is a statewide school district vote on
broadbased taxes for schools constitutional? Can local school boards,
working with their principals and teachers, guarantee a quality
education without having the authority to tax or set salaries? Who
would pay for new construction of schools?

I believe these questions and many more can be resolved in ways
that will provide the equity we owe our children and the taxpayers,

while keeping tax levels and the quality of education under the control
of the voters.

I've used the term "single payer" for this proposal to draw
attention to the many similarities in our education and health care
systems and in the debates we are having about them. Key issues in

the reform of both systems include quality, universal accessibility and
affordability.

In health care we are moving toward state coordination of the
system, with serious consideration being given to a "single payer" that
would raise the revenues to pay for health care, and allocate these
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funds to providers, guaranteeing access to all residents. We have
already mandated the development of a statewide "global budget"™ within
which hospitals and eventually other providers will have to function.

In some cases '"capitation rates" have replaced traditional rates based
on cost per service. Bargaining units of physicians will be negotiating
with the state Health Care Authority.

Many of the proposed changes are designed to control the rapid
increases in the overall cost of the system, while making it affordable
for all people and spreading the burden equitably. Our local school
districts have also experienced rapid cost increases. All students have
access, but the cquality of education is unequal. The issues of "“choice"
and high quality are part of both the health care and education debates.

A weakness of both systems is the piecemeal way we pay for them.
Medicaid and state aid to education are both subject to the changing
priorities and capacities of the state general fund budgeting process,
and skimping on both has resulted in cost shifting to other payers. The
same problem could develop with an expansion of state aid to include
teachers' salaries: over time other expenses within the system could
grow out of proportion and costs would continue to shift to local taxes.

A unified education fund supported with dedicated taxes would
continue to be subject to fluctuations in the economy, but would not be
competing with other state needs. A global budget, with funds allocated
per pupil to cover all regular education expenses, would keep costs at a
sustainable level, and would encourage efficient and creative spending
decisions on the lccal level. If public school choice is mandated on
the state or federal level, schools would be able to compete for
students on the even playing field of equal resources. And without the
burden of contract negotiations taking up so much of their time and
energy, teachers, administrators, and school directors, along with
parents and community members, could all work together to make Vermont's
K-12 education the best in the nation.

What do you think? Please send me your comments:

Rep. Nancy Chioffi
State House, Montpelier, VT 05633-5201
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MODEL VERMONT SCHOOL SYSTEM: OUTLINE OF PROPOSAL

STATEWIDE SCHOOL DISTRICT
STATE BOARD OF EDUCATION
CHANCELLOR
TAX POWERS
GLOBAL BUDGET
ALLOCATION OF FUNDS
POLICY, CORE CURRICULUM, GOALS
EVALUATION
TEACHER CERTIFICATION
TEACHER CONTRACT NEGOTIATIONS
STATEWIDE COMPENSATION SCHEDULE FOR ALL EDUCATION STAFF

REGIONAL SUPERVISORY DISTRICTS (+/-20)
REGIONAL BOARDS REPRESENTING LOCAL BOARDS
REGIONAL SUPERINTENDENTS
RESOURCES
SPECIAL SERVICES
MANAGEMENT & TRAINING
COORDINATION OF SERVICES, SAVINGS

LOCAL & UNION SCHOOL-BASED DISTRICTS

LOCAL/UNION BOARDS & PRINCIPALS

HIRING/FIRING OF SCHOOL STAFF

OPERATIONS

EDUCATING PUPILS

DECISION MAKING

BUDGETING OF FUNDS ALLOCATED BY STATE BOARD

CAPITAL BUDGET

FLEXIBILITY & DISCRETION IN MANAGEMENT & OTHER FUND RAISING

VOTERS:
STATEWIDE SCHOOL DISTRICT VOTE ON TAX RATES FOR SCHOOLS
PROPERTY TAX, SALES TAX, INCOME TAX, SPECIAL TAXES
STATEWIDE (OR SUPERVISORY DISTRICT) VOTE FOR STATE BOARD OF EDUCATION
TOWN VOTE FOR LOCAL/UNION SCHOOL BOARDS

Y
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ESTIMATED TAX RATES NEEDED TO FUND EDUCATION PLAN

Based on my best "guesstimates" of potential revenues in FY94,
starting rates to raise enough revenues to fund the system could be a
statewide effective property tax rate of $1.00; a statewide sales tax
rate of 2.5%; and a statewide personal income tax rate of 16.5% of
federal income tax. Compared to FY92 tax rates, these rates would
represent a slight reduction in the statewide effective property tax
rate, the same contribution from the sales tax, and an increase of 1.1
points in the income tax rate. Property tax payers in towns with
lower rates for their schools would see an increase; those with higher
rates would see a decrease. The sales and income tax rates are
comparable to the portions allocated from those taxes by the state in
FY92 to support state aid and other education costs included in the
state General Fund budget.

(Note: These estimates are as of 2/19/93, and are based on
information I have gathered from various sources. They may be
inaccurate. See the following pages for the calculations and
assumptions used to arrive at these estimated tax rates.)

r
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ACTUAL FY92 ALLOCATION OF STATE & LOCAL FUNDS FOR EDUCATION

———————————————- —————— " ————— - " - ——_— . . - — - ——— . — . ——— .- - - —_——_———_——_— . . -

TOTAL VT REVENUES: 652.8 FOR ALL K=12 EDUCATION EXPENSES
PROP TAX 104.13 382.8 INCLUDING SPECIAL ED, EEE &
"IUNCH MONEY" $1.7 TEACHERS RETIREMENT 218.266 218.266
SALES TAX 2.5 78.5 RES PTAX 226.736
INC TAX 15.4 139.7 OTH LOCAL 205.746 434.537
(#3) ADJ 1/28 652.8 650.748 652.803
56.2% (#1) (#2) (#1)

ESTIMATED FY¥93 ALLOCATION OF STATE & LOCAL FUNDS FOR EDUCATION

———————— T~ ——————————————————————————————————— ———————————————— ——— -

TOTAL VT REVENUES: 662.2 FOR ALL K-12 EDUCATION EXPENSES

PROP TAX 107.8 396.2 INCLUDING SPECIAL ED, EEE &

"LUNCH MONEY" 53.5 TEACHERS RETIREMENT 212.491 212.491

SALES TAX 2.3 76.4 RES PTAX 240.794

INC TAX 14.0 136.1 OTH LOCAL 240.981 449.7457

(43) ADJ 1/28 662.2 694.266 662.2367

ST/PI REV 56.1% (#1) (#2) (#1)
56.9%

PROPOSED FY94 ALLOCATION OF DEDICATED TAXES FOR STATE K-12 EDUCATION
FUND FY¥94: (MILLIONS)

———————————— - —— . — ——— - — - — - —— - . - - . - — " — ————— ————— - ——— -

TOTAL VT REVENUES: 690.9 FOR ALL EDUCATION EXPENSES, INCLUDING
PROP TAX 100 371.3 SPECIAL ED, EEE & SUCCESS BY SIX,
"LUNCH MONEY" 55.7 & TEACHERS RETIREMENT 212.997 212.997
SALES TAX 2.5 79.9 (LESS FED) LOCAL 505.864 477.8602
INC TAX 16.5 184.0 718.861 690.857
(#3) ADJ 1/28 690.9 718860750

43.4% % OF FY930THER LOCAL 104%
(#1) (#2) (#1)

4

7
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SOURCE: SEPT 92 CONDITION OF EDUCATION REPORT = (#2)

1.05
SOURCES OF REVENUES FY93 BUDGET FY94 BUDGET
EST 92-93 $ OF TOTAL ADDL STATE FOR TEACHER RETIREMENT,ETC:
STATE 193,236,000 27%19,254,922 212,490,922 212997000
FED 38,630,000 5%
RES 240,794,000 34%
NON R 185,654,000 26%
"LUNCH
MONEY 55,327,000 8% 55327000 58093350
426,448,000 PROPERTY TA 426448000 447770400
TOTAL 713,641,000 694265922 718860750
CURRE 673,626,000 (#2) (#2)
OTHER EXPENSE?
40,015,000
SOURCE: STATE OF VERMONT FINANCIAL STATEMENT 9/92 - (#3)
REVENUE BASE: PROPERTY TAX, INCOME TAX, SALES TAX
EQUALIZED PROPERTY TAX - FAIR MARKET VALUE 1991-92
PER PENNY:
$0.01
367,661,025.13 3,676,610 USED FOR FY92 ESTIMATE
EST 1 367661025.13 3,676,610 USED FOR FY93 ESTIMATE
INCRE 1.01 371337635.38 3,713,376 USED FOR FY94 ESTIMATE
AVERAGE ASSESSED PROPERTY TAX PER PENNY:
ASSESSED VALUE 92 $0.01
285,776,244.45 2,857,762
EST94 1.01 288634006.89 2,886,340
INCOME TAX as per DW 2/8/93
FY92 FY93 FY94
REVENUES 271.4 292.1 295.8
EST AVG % 30 30 26.5
REV/PT 9.0 9.7 1152
EST AVG $ PER PT:* (MILLIONS OF DOLLARS)
SALES FY92 FY93 FY94 RMS & MEALS FY94
REVENUES 157 166.1 145.4 62.1
RATE 5 5 4.55 VS. 4% & 7% 8
REV PER PT:*
31.4 33.2 32.0 (DW EST 2/8/ 7.8
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DEFT OF EDUCATION FIGURES JANUARY 22,

MILLIONS
F¥az2

LOCAT,
STATE
FED

TOTALS

STATE (ED DEPT
GOV'S BUDGET
(#4)

ADDL STATE

ADT TOTAL
LESS FED

VT ADJ 1/28
LUNCH MONEY
0.119
PROPERTY TAX
0.881
TOTAL LOCAL

(#1)

434.537
204.828
32.564

6B7L.927

204.826

13.440

685.367
(32.564)

652.803
51.710

3e2.827

434.537

MOMODEL STATEWIDE SCHOOL SYSTEM

F¥93

1993 = (#1)
1.035 1.044
449.746 469.535
211.9858 221.323
33.704 35.187
695.444 726.044
211.995 221.323
212.491 212.9937
0.496 (8.326)
695.941 717.718
(33.704) (35.187)
662.237 682.532
53.520 55.875
396.226 4132.660
449.746 469.535

(#1)

DAGE 7

REP NANCY CHIQFFI#*2/19/93

ADT FYo4

477 . 880
212.997
35,187

T26. 044

212.997
212,997

0. 000

T26.044
[35.1B7)

690. 857
6. BES

420,995

477.860

(#1)



* PROPERTY TAX REFORM =*

CHANGES IN HOW WE ASSESS PROPERTY SHOULD ACCOMPANY ANY MAJOR SCHOOL
FINAMNCE REFOEM THAT DEPEMDE UPON A STATEWIDE PROPERTY TAX. A
CLASSIFICATION SY¥STEM, WITH A HOMESTEAD EXEMPTION, COULD REPLACE FAIR
MARKET WALUE ASSESSMENT TO RELIEVE THE BURDEN ON RESIDENTIAL PROPERTY
OWNERS. CURRENT USE ASSESSMENT ON FRODUCTIVE FARM AND TIMBEE LANDS
WOULD MAKE IT POSSIBLE TO DISCONTINUE THE STATE CURRENT USE PROGEAM
WHILE FROTECTING THESE LANDS FROM DEVELOFMENT PRESSURES. I WOULD
SUGGEST SOMETHING LIKE THE FOLLOWING APPROACH:

COMMERCIAL 120% OF FMV

SECOND HCME 100% OF FMV

EENTAL, RESIDENTIAL = 2 CLASSES (RENT STABILIZED WS. SPEC)
RESIDENTIAL 100% AFTER HOMESTEAD EXEMPTION OF 25000
PEODUCTIVE FAEM & TIMEEE 100% USE VALUE

*NO ADDITIOHAL CURRENT USE PROGRAM
*CONTINUED LIMITED REBATE FROGRAM

FOR MUNICIPAL/TOWN TAXES({ TO OFFSET INCREASED SCHOOL PROFPERTY TAXES):

PROPERTY TAX CONTINUED WITH NEW ASSESSMENTS
"PILOT" ON STATE OWNED FROPERTY

REVENUE SHARING/MUNICIPAL REBATE OF ONE CENT SALES TAX (70%)
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December 30, 2014

To: Shaftsbury Select Board
CC: Bennington Banner
LOOK ON THE BRIGHT SIDE;

The Shaftsbury Select Board recently made a questionable decision to
discontinue a seven dollar surcharge on dog licenses. Fees and charges
vary depending on sex and other factors but the average cost is about
$25. One third of the town's population (700 dog owners) will benefit
from this reduction at the expense of two thirds who may be making up
the differnce.

Total revenue from dog licenses and State and local surcharges can
amount to ($25 x 700) $17,500. Some may wonder why dogs are the only
pets that are licensed to help support the town budget? Why are cats
and other household pets denied the same opportunity?

Strong leadership will be required to approved and implement this plan
after recognizing the possibility of surplus funds and balances and lower
taxes. The big question is a reasonable estimate of the total dog and cat
population including unlicensed dogs. Other household pets could be
included but wild and food proudcing animals wouild be exempt.

For example: Let's assume that one half of the town's residents have one
or more pets to license at a fee of $25. each. 1,000 pets at $25. amounts
to $25,000/year. Suppose the actual head count is 2,000, the revenue
jumps to $50,000. Who said we can't afford a salt shed and a new town
garage on the convenient lot next door?

Best regards,
John J. Billow

Senior Citizen
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- Mary E. Moran, Superintendent
T P B c SCM Robert S. Bliss, Assistant Superintendent
RU A U I 5 Peter P. Amons, Chief Financial Officer
Greest Futur

Eloise S. McGarry, Director of Support Services

Expeciations..

December 31, 2014

Speaker Shap Smith
Speaker’s Office

115 State Street
Montpelier, VT 05633

Subject: PUBLIC INPUT ON EDUCATION FINANCE AND SYSTEM REFORM
Dear Mr. Speaker:

I have been CFO of Rutland City Public Schools for 10 years and VP Finance of various software and
electronics companies for 25 years prior to that. [ offer the below suggestions speaking solely for myself
in my financial and professional capacity.

There is a lot of discussion about the structure of the current Act 60/68 funding mechanism when the core
problem really is that VT education costs a lot and costs more than it needs to. Possibly the wrong issue,
financing structure, is getting the most attention.

It is very hard for anyone with a financial or business perspective to look at the large number of schools
for so few children and large numbers of school districts/boards and not see such spending as
unnecessary. There appears to be a fundamental right for any town to have a school that wants one; yet in
a 100% State financed system that seems unreasonable.

We seem to have many schools being kept open by too many school districts/school boards which in turn
drives more supervisory units and jobs like mine, which could be reduced if the whole pie were scaled
back, evenly over time, starting at the bottom with school districts.

Having worked as the financial consultant evaluating ARSU joining either SVSU or BRSU what little
politics I have learned is that the finest people in the world, despite common sense and clear value, will
virtually never vote themselves or their organization out of business or in combination with anyone else.
It’s not a financial decision; it’s existential. The Legislature must do it or it won't get done. It cannot be
bought with lower tax rates or grant funds.

Small school grants are financially schizophrenic in the face of needed consolidation and anti-market,

Public high school choice is a fine idea but tuition money not following the child is anti-market and
distorts the local taxation formula. Rutland City loses $200,000 per year of potential tuition revenue by
having 16 more students inbound than outbound. This will likely get larger as more 8" graders enter the
process to start 9" grade. We also know that there are more local area children who would like go to RHS
but they are “locked up” at their sending schools due to the outbound limits. This kind of protection of

Mortheast Primary School  Morthwest/Plarpoint Primary School  Rutland Intermediate School
Rutland Middla Schaol  Rutland High Schaol  Stafford Technical Center  SUCCESS




sending schools was no doubt well-meant originally under the assumption that only a few children would
use it, and what difference does it make in a 100% State funded system anyway. However, the numbers
are now material and the 100% State funding argument fails due to the distortion of the local tax rate
formula.

Right now, any school district can pretty much spend whatever it wants as long as voters approve it, as
there are no logical centralized cost controls like class size. Financial equity would be improved if
sensible class size and school size minimums were implemented, subject to the usual geographic
constraints. My fear is we may be headed toward a time of degrading financial equity for children as the
public angers. Budget voting by itself reduces equity for children as communities’ local support for
education varies considerably and shifts over time. Rutland City voters voted down the proposed budget
last year; a budget that was well below average. Financial equity might be improved if districts with
below average cost per pupil were relieved of general public voting. General voting is a negative control
that should not be necessary if spending is in line and meets public policy.

Many financial folks thought bill H 883 was terrific and were disappointed it did not pass. 1 was in awe
of the fairness and common sense of it.

Consolidating schools offers substantial marginal cost savings. Bennington consolidated a primary
school and saved $2 million per year. I do not know anyone in education finance who believes a school
board is likely to close/consolidate a school or ever vote to consolidate itself. If the Legislature does not
wish to identify schools for consolidation/closure, possibly hiring an outside firm to act as a “military
base closing committee™ is in order.

We hear valid stories about how small schools are often the centers of community life yet is it really the
job of the State to raise taxes to fund community life? Community life can be developed other ways. If
two towns each must have a school, then maybe the towns could merge into one town. Although
preposterous to some, like many VT schools, one can argue VT towns are too small, too. Money might be
saved on the municipal side, We in education know that the name of the town in which a child goes to
school means nothing to the child as long as his/her peers are at the same school.

[ have focused on small schools I suppose because cost control has to start somewhere. Not being an
educator, [ am unqualified to speak to the quality issue of small schools. But regardless of quality maybe
being lower or maybe being higher (as some might be considered individualized tutoring operations),
student equity can be improved and costs saved by their orderly consolidation.

There is no better time than the present to try and streamline educational operations. It cannot be
outsourced to the field to streamline itself. Thank you for tackling it.

y |
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December 31, 2014

VIAELECTRONIC MAIL

The Honorable Shap Snuth
Vermont State Representative
Office of the Speaker

115 State Street

Montpelier, VT 05633

Re:  Request for Fducation Finance and Fducation Spending Proposals

Dear Speaker Smith,

The Vermont Chamber of Commerce has long stood behind the tenant that a well-educated and
well-trained workforce, developed through state supported and state encouraged education and
traming is the foundation of a successful society. Further to your request for education finance
and education spending proposals to creafe a system that is sustamable and affordable for
taxxpayers, the Vermont Chamber of Commerce supports policies that address the rising costs of
education (not only governance and revenue structures), do not increase the reliance of funding
education on the income tax and will fund a system that addresses the talent acquisition needs of
our employers.

Spending and the Risine Cost of Educadon

It has become obvious that we must curb overall education spending and spending per pupil to
conform with the State’s revenue growth. To reduce the cost of providing primary and
secondary public education. and thereby lowering the tax burden, please consider the following:

« The implementation of a standardized statewide cost and revenue accounting system for
all districts and supervisory umons;

» Complete transparency for all districts and supervisory nmon cost and revenue accounts
and projections;

« Explonng efforts fo redefine student equuty in terms of programs rather than dollar
amounts and the establishment of a reasonable cost standard for public education, as
proposed by the Accountable Education Funding Working Group:'

' “AFF Statewide Excellence in Education Commitment Funding Proposal ™ Fix I'T Education Funding.
Accountable Education Frimding Working Group, nud. 31 Dec. 2014,
https:/fixvtedfimding files wordpress. com2014/12/aef-working-group-seec-proposal-12_16 14 pdf
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« As suggested by the South Burlington School Board, place a moratorium on unfunded
mandates until the legislature has identified a sustainable funding mechanism for recent
ul:uldsltw:s;2

« An examination of potential cost-savings through consolidation of school districts; and

»  An examunation of lowening the nmumber of teachers and support personnel relative to the
number of students.

Per the Vermont School Boards Association and the Vermont Supenintendents Association’s
report, A Situational Analysis of Public Education in Vermont, the Vermont student population
has been steadily declining since the late 1900s, while the number of working teachers and
paraeducators has held relatively steady.® We now have the lowest staff-student ratio and
teacher-student ratio in the nation. The legislature should implement a clear pathway to right
sizing our education system.

We must keep and reward our great teachers and education professionals we have in the state,
however, according to the above mentioned 4 Situational Analysis of Public Education in
Vermont, staff salaries and benefits account for 80 percent of an average school budget.* This
fact cannot be ignored while looking at options to bend the cost curve for education spending.
Per Governor Shumlin m a letter to Education Secretary Rebecca Holcombe, if we mcrease our
student-staff ratio from 4.67:1 to 5:1 there is a potential to save $74 million annua]]y Thisis a
modest goal worthy of sipnificant legislative deliberation. In addition to mcreasing student-staff
ratios, the education community should participate in the statewide changes to health care cost
shanng to reduce the burden on taxpayers. The Vermont Chamber of Commerce encourages
lawmakers to explore statewide school choice focusing on grades 9-12, performance-based
compensation for teachers and greater flexubility 1n teacher certification requirements.

With regard to implementing performance based pay for teachers, the National Council on
Teacher Quality's policy findings for Vermont state, “Although the state has established a data
system with the capacity to provide evidence of teacher effectiveness, it has not taken other

: “Proposals for Addressing Education Funding Challenges.™ South Burlington School District. South Burlington
School Board. nd. Web 30 Dec. 2014,
http:wanw.distmct.sf shechools netmodules/sroums homepa gefiles/cms/ 483095/ File/ School “020B card Education®a
20Fumding Education?s2 (Fuinding?e20Challenges%20121114 pdf
" “2014 Vermont Education Situational Amnalysis.” FT F'5BA. Vermont School Beard Association and Vermont
Slq)a'nnendmts Association. n.d. Web 30 Dec. "1}1-1- hitps:/fwrw. youtube. com'watchhv=ChNmAFTkC31T.

#3014 Vermont Education Situational Amnalysis.” FT F5BA. Vermont School Beard Association and Vermont
Supermtendents Assoctation, nd. Web 30 Dec. 2014. https-/‘www. voutube. com‘watch?v=0vNmAF TkC3U.
* Shumlin, Peter. Letter to Secretary Rebecca Holcombe, 19 Aug. 2014. Office of the Governor. N.p. I'T I'SBA, Web
30 Dec. 2014. http:/www. vivsba.org GovSlnmmlinl etter8-19- 14, pdf.
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meaningfil steps to maximize the system’s efficiency and w;:u:u’rf:ruii:il.""'j Additionally, the National
Council on Teacher Quality findings mnclude that annual evaluations for teachers are not
required, and neither tenure decisions nor licensure advancement and renewal are based on
teacher effectiveness.” This data is supported in the American Legislative Exchange Council’s
2014 Report Card on American Education, where Vermont recetved a D+ for our state-level
education policies that provide high-quality educational options to all students.® While
Vermont's education system in total produces enviable results, the legislature should not only
look at labor as the largest cost-dniver, but also the educational policies surrounding our
educators and ways to ensure we have the most effective staff in our schools.

Do Not Increase the Reliance on the Income Tax

The Vermont Chamber of Commerce will support proposals that do not unfairly target people
based on fanmuly size or income, and do not unfairly target busmnesses to fund or subsidize
reforms. Some of the recommendations that have been introduced thus far, such as the Variable
Income Tax plan, suggest replacing the current residential education property tax mechamism
with a vanable income tax and a much lower flat residential education property tax. As of
November, personal income tax revenue has now underperformed every month since Apnl
2014° It would be unwise to tie education funding to such a volatile tax. Additionally.
Governor Shumlin recently stated at a press conference on December 17 that Vermonters and the
Vermont economy would not be able to withstand a new pavroll tax and a sliding-scale income
tax fo fund a single paver health care system. If Vermont cannot afford an income or payroll tax
increase for health care reform. Vermont cannot afford an income or pavroll tax increase for
education finance reform. We must address the spending side of the education finance equation
not which pocket we pay out of.

Workforce Training and Development

Attracting a workforce trained with the skills that address the critical talent acquisition needs of
Vermont’s businesses 15 crucial to the state’s future economic success. The Vermont Chamber
supports:

* “State Policy Yearbook: Vermont.” State Policy Yearbook. National Council en Teacher Quality, n.d. Web 30 Dec.
2014. http-/'www.nctqg.org'statePolicy/2014 statePolicyFindings do?stateld=47.

' “State Policy Yearbook: Vermont ™ State Policy Fearbook. National Council on Teacher Quality. nd Web 30
Dec. 2014, hitp/www netg.ore/statePolicy/ 201 4/statePolicyFindines do?stateld=47.

8 Ladner, Matthew and Mylnsk:, David. Report Card on American Education: Ranking States K — 12 Performance,
Progress and Reform. Publication. Arlimgton: Amencan Legislative Exchange Council, 2014. Web 30 Dec. 2014.
http-‘falec org/docsReportCard 1% Editon pdf

? Niles, Hilary, “Diata Visualization: Personal Income Receipts Fall Short Again ™ FTDigger, Np. 08 Dec. 2014.
Web, 30 Dec. 2014. hitp:vidigger. org 201471208/ datavisnalization-personal -income-receipts-fall-shord/
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» Sustained and increased funding for federal and state vocational education programs,
including the Vermont Training Program and the Workforce Education and Training
Fund;

= Better alignment of all elements of education and workforce development programs with
national standards and business-specific skills to better prepare students for the
workforce; and

= A greater emphasis on science, technology, engineering and math (STEM) in our K. — 16
education system.

If we can grow the economy by giving graduates skills to work for one of our great instate
employers, while also drawing new people and businesses to Vermont, we will increase the tax
base to pay for state programs, such as education.

Thank you for taking up this very important issue and soliciting input from the business
community. Our focus this year will continue to be on growing the economy and promoting
education and fraining policies that create talent for our employers. If you have any questions on
our policy positions outlined here please do not hesitate to contact Betsy Bishop at 802-229-2200
or Kendal Melvin at 802-262-2130.

Sincerely,

o nerdll A
Eendal Melvin

Government Affairs Specialist
Vermont Chamber of Commerce

751 Granger Road | POBox 37 | Montpelier, VT 05601
(802) 223-3443 www. VT chamber com




Lake Champlain Regional
Chamber of Commerce

December 31, 2014

ATTN: Education Reform
House Speaker’s Otfice
115 State Street
Montpelier, VT 0563

Dear Speaker Smith,

On behalf of the Lake Champlain Regional Chamber of Commerce, 1 first want to thank you for
your continued focus on education reform. LCRCC strongly supports changes to our education
system that would improve outcomes while reducing the growth of education spending.

We would encourage the Legislature to explore the following:

e (Create a commission, similar to the military’s base closure commission, to reduce the
number of supervisory unions in Vermont and combine small or underperforming
schools;

» Implement a statewide school calendar to increase efficiencies and allow more access to
technical education and other programs that enrich a student’s learning experience; and

» Transition to a statewide teacher contract with regional cost of living allowances to
reduce the amount of time unions spend on contract negotiation.

With regard to the current education funding system, LCRCC does not support some recent
proposals that have suggested moving to an income tax for education. However, we would
support reducing current income sensitivity access and are interested in proposals that more
closely tie local spending decisions to residents’ pocketbooks.

We look forward to engaging on education reform during the 2015 Legislative Session and
appreciate your work on this 1ssue.

Thank you,
Tom Torti

President
Lake Champlain Regional Chamber of Commerce

60 Main Street, Suite 100 + Burlington, VT 05401 - 1-877-686-5253 - vermont@vermont.org + www.vermontorg Il Il




TO: The Speaker of the Vermont House of Representatives
FROM: Scott Thompson and Rick Kehne, residents of Calais, Vermont
SUBJECT: Reform of Public Education Finance and System

A PROPOSAL to fund 100% of yearly local pre-K-to-12 public school expenses with a
two-frack, state-local financing system that revitalizes the spirit of Acts 60/68:

Recognizing that widespread and growing dissatisfaction with the current property tax-
based education funding sysfem threatens the state’s commitment to high-quality public
education under local control, we propose to split the actual funding mechanism into a
two-track taxation system: one track to be based on local property tax, the other to be
shifted to a statewide income tax platform. The goal is to ease the properiy tax burden
on property and business owners while continuing, and even strengthening, Vermont's
educational excellence as well as our unigue and effective fradifion of local governance.

Track | - Local property-based: non-educatlonal expenses (real property, capital
spending, building operations and maintenance, debt service -- may also include
busing, perhaps even sports, etc., comprising about 20% of costs)

We aim to relieve the unequal property tax burden and to reconnect voters with the
direct consequences of their decisions for themselves and their schools.

The statewide residential property tax would end. Local towns and school districts
would take it over for the purpose of funding the upkeep of their school’s physical shell
and other school-related non-educational costs.

Track Il - Statewlde Income-based: educatlonal services (all that pertains to
teaching & learning, comprising about 80% of total costs)

We aim to assure substantial equality of educational opportunity and to distribute fairly
the burden of supporting it, taking account of growing disparities in income. The
aggregate cost of educational services would claim a statewide revenue stream from
personal income.

The income assessment could draw from adjusted gross income (AGI) or a new base
(e.g., gross income minus annualized livable wage, adjusted for family size). Each
income-earning household would pay at a minimum the same share of aggregate costs
for educational services as its share of aggregate AGI (or aggregate surplus income
otherwise defined). For example, if “the top 2% of tax filers in Vermont reported 24% of
all income,” then the top 2% of tax filers would pay at least 24% of aggregate
educational services costs, as all others would pay in due proportion.

This payment would adjust up or down, depending on where the filer’s local school
budget stood in relation to the state average.



Further Incentlves to spend more efficiently for educational excellence

A statewide non-residential and commercial property tax could finance a “structural
adjustment fund” to help schools improve student outcomes more efficiently. The state
could make use of excess school capacity for social services, e.g., embedding DCF
case workers, developing peri-natal courses and créches for new mothers. Etc.

Hick Kehne, rkehne @ gmail.com, 229-4545
Scott Thompson, hernalser@aol com, 223-8483




Thompson/Kehne (Calais) proposal: local property tax & statewide meome assessment - addiional mmformation

Leglslative action required

To put in place the two-track system:

-

Draw the line separating "educational services” from "non-educational expenses.”
This is a crucial step, as it determines what gets paid for out of a statewide income
levy and what is covered by local property taxes. It becomes especially tricky as the
line moves beyond clear categories such as real property and capital expenses into
grey areas such as busing, sports, or information technology.

Redefine the state’s Education Fund as a holding account solely for public schools
whose budgets are locally voted and are thus funded by the income assessment.
Corrections and any other public primary and secondary schools under direct state
control would be paid for out of the General Fund.

Repeal the statewide residential property tax. Devolve upon towns and school
districts the authority to tax residential property in order to pay for local schools’ non-
educational expenses.

Retain a statewide non-residential and commercial property tax, preferably with a
statewide Grand List (vs. town Grand Lists adjusted by the all-too-volatile Common
Level of Appraisal). Use this revenue stream for any improvement that
demonstrably improves both educational quality and operating efficiency.
Particularly reward efforts to join with other municipalities in cooperative efforts.

Establish the statewide income assessment as a separate computation on the state
income tax form, using an adjusted ratio formula instead of tax brackets, in order to
keep up with the increasing concentration of income in an ever-smaller segment of

the population. (All of us -- and the very wealthy most especially -- have an interest
in a high-quality public education system.)

To encourage fiscal discipline and efficiency in striving for educational excellence:

-

Require that each school district engage in capital planning and funding, in order to
inform voters of long-term budgetary needs, to discipline spending for major and
predictable plant expenses, to stabilize tax rates, and to avoid having to bond in
order to make up for long-hidden deferred maintenance.

Authorize local school boards to enter into joint ad hoc formations with boards
outside their supervisory unions in order to address common issues of concern (e.g.,
busing, course sharing, sports, etc). These formations could be patterned after the
existing Regional Planning Commission model.

Hamess elements of the “school choice™ agenda to help identify which schools
remain viable as enrollment drops.



What thils would look llke In practice

For voters, the new school budget process would closely resemble the old one, except
that voters would be more engaged. School boards would draw up two budgets for
approval at town meeting, one for educational services and one for non-educational
expenses. Voters would know immediately the effects of any amendments to the latter
on their local property tax rate. In most towns the new rate would amount to about 20%
of their 2014 property tax bill for education. Income sensitivity would no longer apply to
property tax.

Income taxpayers would file W-4s to specify withholding rates for the income
assessment. This would represent a new subtraction from their paychecks, thereby
lowering disposable income somewhat. The effect would nevertheless be much gentler
and less disruptive economically (and no doubt politically too) than the property tax has
been.

The Agency of Education would perform much of the same work it does now, including
calculating the statewide average per-pupil cost, which will serve as the norm for
working out any penalties for excess spending or premiums for lower spending that the
legislature might ordain.

The Department of Taxes would appear to have the biggest adjustments to make,
reprogramming resources from managing the statewide property tax to the new income

levy.

Once it set the new system in motion, the Legislature would no longer have to agonize
over the amount to transfer from the General Fund to the Education Fund, nor over the
state base amount and rate for the education property tax, nor for that matter over
sweeping changes to the public education system. The new system would provide both
incentives and organizational tools for school districts to spend more efficiently both
alone and in combination with other boards regionally and even statewide, liguidating
excess capacity where voters choose to do so, consolidating where voters decide this
makes sense, and adapting more naturally to Vermont’s unnaturally low fertility rate.

Rick Kehne, rkehne@gmail.com, 229-4545
Scott Thompson, hernalser@aol.com, 223-8483




Lauren Morando Ehim

PO Box 483
Norwich, Vermont
05055
December 31, 2014
Shap Smith
Speaker’s Office
Wermont House of Representatives
115 State Street

Montpelier, Vermont 05633

Dear Honorable Speaker Smuth,

I applaud your effort to catalyze the conversation regarding education finance. I don’t kmow if you
remember me but we were friends at UVM many years ago. After nearly 20 yvears in Washington, DC, my
family retimed to Vermont in 2008 and we are happily settled in the Upper Valley. My children attend
the Norwich and Dresden school distiets. Professionally, I work m the field of education and have
devoted much of my career to researchmmg and supporting school mprovement efforts, atially at the
University of Maryland and most recently worlang on two federally funded centers regarding inmovation
and school turnaround. On a more local level, I served as a school board member in Norwich from 2011-
2014 .1 share this background to give you a sense of my perspective.

Effective education depends on many disparate and moving parts: if you adjust one thing there is impact
on others. In considering education finance in Vermont. how we spend our dollars 1s as important as how
we collect the dollars and how many dollars we collect. With this in mind, I would like to share my
thoughts and suggestions for you to consider as you work to improve the way we finance our schools in
Vermont. Many of these recommendations would take a couple of years to bear fruit but have the
potential to improve school finance long-term.

1. Offer incentives to districts to reduce budgets in concert with enrollment drops. Too often
school budgets go up when enrollment increases but fail to drop comrespondingly when enrcllment
decreases. The state could encourage more robust appraisals of distnct budgets by offering incentives
to districts demonsirating decreases in therr budget i proportion to enrollment drops.

2. Develop an effective campaign to communicate need to reduce costs. Many local school board
members are relatively disconnected from the legislature and consequently, calls for reduced costs
fall to deaf ears while tax mmcreases spur frustration with “the state.” An effective public relations
campaign and targeted communication with school board chairs could help local school boards and
community members understand that they must actively revisit long-standing policies and practices if
we are going to effectively decrease our collective tax burden. All too often, budget decisions are
based on standard operating procedures and fradition as opposed to rational examination of data. My
observation 15 that many residents want to pay fewer taxes but are completely unwilling to consider
changes that would lead to reductions. For instance, do all high schools need to have football teams
and cheerleading squads? Is it feasible for small districts to employ advanced science and
mathematics teachers or offer three languages and if so, what trade-offs are communities willing to
make to continue these practices?

3. Provide mcentives for districts to leverage technology to reduce staff. While I understand and
respect the deep-seated commitment to local control, high per pupil costs are the trade-off for




prioritizing local control. Along with the fiscal reality campaign, the state could offer incentives for
districts to explore altermatives to raditional staffing patterns. For instance, the state could expand the
current dual-enrellment program to encourage students to take ngorous advanced classes through our
higher education system or altematively, create a high-quality virtual academy for advanced classes
to reduce the need for districts to hire as many secondary faculty members. I am not suggesting that
we convert our high schools to virtual academies but blended leaming options have promise for small
districts that frequently struggle to find and afford qualified personnel. In a similar vemn, many
districts hold small class-size sacred when decades of research indicate that there are far better w ays
to allocate resources that generate better outcomes (e.g., hire, retain, and optimize the time of more
effective teachers and pay them more).

. Imfuse greater accountability attached to funding. Too often state education agencies serve as

funding pass-throughs, thereby essentially giving away their ability to ensure dollars are opoinuzed.
For instance, in reading about the new federal preschool grant Vermont 15 due to receive, my first
gquestion was how does the state plan to ensure these dollars are used to create high-quality pre-school
programs that generate gains for kids rather than support publically funded childcare thereby shifting
the cost burden from parents to the state? In an effort to reduce costs and improve outcomes, 1
recommend that Department of Education and legislature hold districts more accountable for
outcomes assoclated to various funding programs.

. Examine income sensitive formula to limit reduction of tax liability to a smaller proportion of

residents who cannot afford to pay taxes. Whale I have no problem with wealthier residents paying a
significant portion of property taxes, the downside 15 that lightening the burden on maddle class
taxpayers has the unintended consequence of removing a enitical meentive for them to engage in a
robust debate regarding school budgets. Based on my experience, these local debates are essential to
local boards exercising fiscal restraint. By decreasing the proportion of residents who qualify for
income sensitivity, you will re-engage more middle-class families in local school funding debates
frequently dominated by school personnel rather than taxpayers.

. Examme special education and strive to align key enrollment, service provision, staffing and

outcome metncs with national averages (e.g., students identified as eligible for special education,
served In segregated settings, provided a full-time classroom aid, and graduatmg m four years) (see
links below™®). Due to often-misguided concems about compliance with federal and state laws, special
education 15 frequently considered off imits during budget season. While the manner in which we
educate students with disabilities is shaped by federal and state statute, outsized concemed about
compliance frequently drives up the cost of providing a free and appropriate public education without
notably improving the quality. For instance, I have witnessed districts in Vermont and in other states
inapproprately hire full-ime aides for students rather than examine strategies to support students that
would not entail relying on largely untrained personnel to essentially supervise students. These
decisions are frequently made mid-year as a band-aid solution when a student’s needs emerge. I
ackmowledge that Vermont was identified by the U. 5. Department of Education as one of a handful
of states with successful special education programs. If analyzed, however, according to cost-per-
pupll, I propose we are not getiing as much return on our special education investment as we could
be. This 15 not good for lads or the financial bottom hne. Furthermore, while [ appland Vermont’s
commitment to students with disabilities, the general special education reimbursement formula
significantly reduces accountability for placement decisions. I have sat through numerous budget
discussions during which board members were assured “not to worry about special education costs
because the state will reimburse us.”



*See data published by the Vermont DOE: htip Mleducation vermont . gov/special-
cducation/publications/child-count-data/2013 and compare to national trends published by the US.
Department of Education hitip :[iwww 2 ed gov/about/reports/annual/osep/ 201 3/index hitml

7. Engage teacher and leader training programs to ensure graduates from our traditional and
alternative certification programs are highly skalled and prepared to teach and lead our schools
effectively today. One metric of success of K-12 systems 1s the degree to which students require
remediation when they enroll in post-secondary education. Yet, we do not apply this same metnic to
programs that train our teachers or our principals. In fact, these programs are frequently tone-deaf to
the actual needs of K-12. I say this having worked in a college of education for 12 years and had
exposure to many other preparation programs. If our preparation programs prepared the teachers and
leaders our schools need, we would not need to imvest as much time or resources mn professional
development. Modest ongoing professional development should be a part of any professional’s

growth but we simply cannot afford to continue to train teachers and leaders who arrive unprepared.
Furthermore, professional development frequently has the secondary impact of leading to our students

being taught by substitutes rather than gualified teachers who kmow the curmeunlum.

In closing, the need to reduce costs 1s an epporunity to revisit how we finance our schools but more
importantly, how we allocate resources. Given our small size and deep commitment to public schools, we
have the opportunity to make changes that would be impractical in other states due to size and diversity. I
fully support your efforts to improve our finance system and would be happy to be a part of the
conversation.

Best regards,

s ki

'“Tnmlch WVermont
(301)635-19492
rhim4@ comcast net



Officers

Emily Long
President
Leland & Gray UHS

Geo Honigford
1 Vice President
Rioyalkion

Kim Gleason
7™ Vice President
Essex

Ken Fredette
Past President
Wallingford

Gordon Woodrow
Treasurer
Sunderand

Staff

Stephen Dale
Executive Director

sdalef@vtvsba org

Nicole Mace

Assistant Director and

General Counsel
nma viwsba. o

Harry Frank
Associate Director
Board Development

hfrank@@viwsha.org

Kerri Larnk
QOperations Manager
klamb@vivsba.o

Vermont School Boards Association
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Tel. 1-800-244-VSBA or (802)223-3580 Fax: 802-223-0098
Visit our web site at- www.vivsba.org

December 31, 2014

Speaker Shap Smith

Vermont House of Representatives
115 State Street

Montpelier, VT 05602

Dear Speaker Smith,

First, thank you for meeting with the Vermont School Boards Association
(VSBA) Board of Directors on December 17. It was good to hear your
perspectives on issues that are of great importance to our members.

The day following our meeting, vou put out a request for ideas to be
considered during the upcoming legislative session. The VSBA has tried
to steer clear of specific proposals to which it must remain wed in the
midst of a dynamic debate. At the same time, we, as much as anyone,
recognize the compelling need for change and want to be positive
contributors to solutions. Therefore, what we will be offering in response
to your request is fairly broad in nature. We look forward to working with
vou to clarify a path ahead that can receive the support of Vermont’s
school boards. Please include us in your planning. We are most likely to
succeed as a state if there can be strong alignment between state and local

officials.

We assume two closely-related issues will dominate the legislative debate
on public education. Both are matters of concern to school board
members who are charged with assuring all students in their communities
receive a quality education at an affordable price. The first issue is rising
property taxes. The second is assuring our ability over the long-run to
provide equal access to quality education at a reasonable cost. We believe
that both must be addressed this session.

Propertv Tax Relief

Some measure of property tax relief must be achieved this legislative
session. Failure to do so will likely result in a large number of budget
defeats with serious consequences for education quality.

Creating Learning Communities Through School Board Leadership



We believe that there are four primary actions that are needed to address the rise in
property taxes:

1. Control Costs

We understand that boards need to continue to work to control the per-student cost of
education. Local boards have an obligation to reduce personnel at a time of decreasing
enrollment and to explore every possible avenue available to them to achieve cost
savings, including partnering with neighboring districts to achieve efficiencies. We
assume that the legislature will adopt measures that will place additional pressure on
districts that have high per-pupil spending or that have very low student/teacher ratios.

The VSBA is hopeful that legislators will spend equal time exploring ways to temper
health care costs borne by school districts; one promising idea 1is the creation of a
statewide health insurance pool for all public employees, which would mean the health
insurance benefit for school employees would be negotiated at the state level. Should
such an approach be enacted, it will be critical for school boards to have a voice at the
table during those negotiations.

We also urge the General Assembly to support the Governor’s call for a moratorium on
unfunded mandates.

2. Support Board Efforts to Negotiate Contract Changes

A major cost driver for education budgets is contracts governing employee pay and
benefits. Vermont-NEA has been very effective at establishing a comparable pattern of
contract settlements that is then used regionally to pressure other school boards to
accept similar salary and health insurance settlements. This “comparability pattern” is
the single most important factor used by neutral fact-finders when making their
statutorily required report to the negotiating parties. Fact-finders give much greater
weight to regional teacher settlements than more meaningful economic factors, such as
the condition of the local economy, the consumer price index (CPI), tax burdens,
employment data, salaries or pay raises by community members, or measures of
household and personal income.

In order for locally-elected boards to have a chance at negotiating much-needed changes
to their collective bargaining agreements — changes to health benefits plans, salary
indexes and reduction in foree provisions — the influence of this comparability factor
must be reigned-in by legislators. The right to organize, bargain, and strike need not be
modified. However, because the fact-finder’s report carries such weight in public
opinion as the bargaining process nears closure, it should be based on more substantive
and credible eriteria. We urge the legislature to consider modifying 16 V.5.A. 2007 to
require neutral fact-finders to consider only a statutory list of legitimate measures of a
community’s ability to pay, rather than a pattern of area salary and insurance benefits
that purports to demonstrate financial wherewithal but in fact does not.




3. Limit Uses of the Education Fund

One upward pressure on property taxes has been costs being shifted to the Education
Fund. The Education Fund, supported in large part by property taxes, should only be
used for costs overseen by a local board. Other costs should be covered by an
appropriate broad-based tax. Examples of programs that should be removed from the
Education Fund are Adult Basic Education, the Community High School of Vermont,
and retired teacher health care benefits,

4. Move to a Funding System that is Less Reliant on Property Taxes

One of the biggest complaints among board members has been that a greater and
greater percentage of total education spending is being carried by property taxes. That
percentage increased from 61% in 2005 to 68% in 2015. We urge the General Assembly
to consider ensuring a predictable split (e.g. 60% property/40% other revenme) that
would give local boards (and their electorates) and the legislature equal interest in
controlling the costs of education and controlling property taxes. It is understood that
cost-control measures will be important for there to be agreement on a defined split.

We are encouraged by the legislative interest in moving away from taxes based on

property values and toward an income-based tax for all residents. We are anxious to
engage around the specific ideas being generated.

Education Equity, Quality, and Cost

Equally important is the imperative to assure we can achieve the best education system
in the nation at an affordable price. Although as a state we perform better than most,
we have significant inequities between students of various socio-economic
circumstances and across districts and regions of this state. Our declining student
enrollment, combined with little change in the number of personnel, is pushing our cost
per student to be the highest in the nation. We are having trouble attracting and
retaining high level education leadership. We must position ourselves to be able to
design our systems and deploy our resources more flexibly, while maintaining our
strong community roots.

In 2014, the Vermont House proposed to tackle these issues by moving toward larger
PreK-12 education districts (H883). The biggest challenge of that approach was the
perception that all districts would be affected equally, regardless of varied
circumstances. The VSBA was very supportive of the need to address our fundamental
problems, but was divided on the wisdom of the specific H883 approach. We support
efforts this vear that would:




* Establish a policy goal of integrated preK-12 education systems.

+ Expect the Agency of Education to provide thorough and accurate data on the
performance and costs of each distriet and/or supervisory union.

» Increase incentives and supports for pursuing voluntary mergers, including
construction aid incentives.

» Establish a process where the Agency of Education and State Board may
intervene where performance and/or cost indicators show there to be significant
problems.

Education in Vermont is a joint responsibility of state officials and locally-elected school

boards. We are ready to work together to find the right solutions for Vermont. Please
let us know how we can be of help.

Sincerely,

| X%/H Y ye

Stephen R. Dale, Executive Director
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Nicole L. Mace, General Counsel




Ethan Allen Institute

Ca

InEAaAs FOR VErRMONT 's FUTURE

December 30, 2014

Speaker Shap Smith
State House
Montpelier VT 05633

Dear Shap:

I am responding you your request for ideas for “education reform™ from “any and all

SOUNCESs.

A couple of vears ago yvou asked for a reasonable conversation on “climate change”
between your AGW Believers and the AGW Skeptics. As one of the latter (with degrees in
physics and engineering), I eagerly volunteered to have just such a conversation. I was soon
chagrined to learn that you had no intention at all of having any such conversation.

However, hope springs eternal, so I am enclosing a selection of my writings on the
subject of education cost containment, property taxation, etc. for your edification. My experience
in this field comes from my service in the House, when we enacted the Miller Formula, and in
the Senate, where [ was vice chair of the Education Committee, and as the author of over forty
commentaries and two major reports on the subject, most recently Better Value, Fewer Taxpayer
Dollars (2009) (at hitp:/’www.ethanallen.org/pdf/educationreport 2009.pdf. My 2007 testimony
to a House Education Committee hearing in 2007 is a good place to begin.

I would be pleased to discuss this with you in person, or testify again on this subject, at
the appropriate time and forum.

Vice President

-

PO Box 543 MontreLier, VERMONT (5601 e eai@ethanallen.org @ PronE 802.695. 1448 ~ Fax 802.695.1436



Ethan Allen Institute

4836 Kirby Mountain Road
Concord VT 05824
Voice 802 695 1448, fax 802 695 1436
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House Education Committee Public Hearing, State House, March 14, 2007

Containing the Costs of Education

The legislature passed Act 60 in 1997, Its key features were breaking the fiscal link between
local taxpayers and local schools, levying two new state property taxes to fill the new Education Fund,
and dramatically expanding centralized control over public education.

In the decade since that year, the number of public school teachers has increased 20%, the
number of school support personnel has increased 21%, the number of pupils has declined by 9%, the
pupil-teacher ratio remains the lowest in the country at 11.3 to one, and the real cost per pupil has
escalated by 44%. If the present trend continues for 23 more years, the cost per pupil, in constant 2005
dollars, will be an astonishing $33,400. No wonder Vermont's taxpayers are demanding that education
costs be at the very least contained.

So what can Vermonters do to curb education-costs? Let’s look at the Big Picture. Here are five
proposed “solutions™.

Solution One: Keep on paying the increasing costs of our bureaucratic, centrally controlled
public school monopoly system. This 15 the favored solution of the teachers union, superintendents,
school boards, and everybody else who has a piece of the education action. Their slogan is “whatever it
takes for our kids”.

When property taxpayers finally say they can’t bear the costs of Solution One, its backers shift
to Solution Two: Shift the costs of our bureaucratic, centrally controlled public school monopoly
systemn away from the homestead property tax, and onto broad based taxes, primarily the income tax
(with generous “income sensitivity” provisions) but also to the nonresidential property tax.

Under this solution, “the rich”™, businesses, and second homeowners will foot ever more of the
education bills. That can work only until they figure out what is being done to them, dump their second
homes at fire sale prices, and take their businesses and higher incomes away with them to New
Hampshire, Flornda or Texas.

Then there is Solution Three. Let’s make our bureaucratic, centrally controlled public school
monopoly system more efficient. The current focus of this argument is on governance.

If we could consolidate the costly overlay of local school boards and supervisory unions into 63
unified districts with unified tax bases, so the advocates say, we could shrink 284 school boards down
to 63, and (supposediy) save lots of money.




This major structural change in public education would make life much simpler and easier for
often-overworked superintendents — but there would still be 63 of them. They would doubtless be more
highly paid, and they would doubtless need one or more well-paid deputy and associate
superintendents. So where would the savings come from?

Any significant savings can only come from consolidation of small schools into large schools.
Whether large schools are more efficient than small schools has been hotly debated for decades. There
is precious little evidence that they can get the same results for fewer tax dollars, and there appear to be
some serious behavioral side effects associated with enormous public schools. In any case, this
solution has always stimulated serious local resistance.

Let’s move on to Selution Four, the no-nonsense business solution; fewer schools, larger class
sizes, fewer aides and counselors, fewer sports teams, leaner salary schedules, and less expensive high
deductible health insurance similar to what private sector businesses are adopting, in place of the
Cadillac plans usually enjoyed by teachers.

This common-sense solution runs up against community support for local schools and lots of
sports teams, It is fiercely opposed by the Vermont-NEA, which isn’t about to give up any benefit it
has managed to negotiate over the past thirty years.

Solution Five is radical. Let’s give up on the bureaucratic, centrally-controlled public school
monopoly system, which guarantees steadily rising taxpayer costs regardless of the number of pupils,
and regardless of their mediocre achievement.

In its place, empower all parents with scholarship money to pay for their children’s education at
any of a wide range of competing programs: public schools, independent schools, faith-based schools,
charter schools, internet-based virtual schools, employer- and union-sponsored schools, mentoring
programs, career-study programs, early college entrance programs, whatever arises to meet the demand
in the marketplace, many of them at lower cost than the public school system.

That doesn’t solve every problem, but competition in a real education marketplace will almost
certainly restrain educational costs, improve efficiency, stimulate educational excellence, and increase
student and parent satisfaction.

What's not to like? Nothing, unless you are part of, or wedded to, the bureaucratic, centrally
controlled public school monopoly system. If you are, you will join a shrieking chorus denouncing
Solution Five.

But hard-pressed taxpayers should remember this: Solution One will cost you more and more.
Solution Two will destroy Vermont’s economy. Solution Three won’t work. Solution Four won't be
tried.

Henvh

John MecClaughry is President of the Ethan Allen institute. He was previously the vice chair of

the Senate Education Committee.




Commentary from the Ethan Allen Institute
4836 Kirby Mountain Rd., Concord VT 05824
802 695 1448

cailffethanallen.org www .ethanallen.org

St. Johnsbury Caledonian Record, October 31, 2006

- Get Creative About Education Spending

' BY JOHN McCLAUGHRY
of public education - reflected in stead:-

become the central issue for the 2007
Legislature,

Since the passage of Act 60 a decade
ago, mflation-adjusted per-pupil spend-
ing has risen 35 percent, from 38,900 in
h 1996 to $12,800 in 2005,

Education spending is now growing at
the rate.of 56 percent a year, almost
twice the rate of income growth, ’

In 19%%; there were 7,750 full-time
“teachers and- aides in Vermont's public

“schools. In 2003, there 'were §,800. This
i5 a I4 percent increase, even as the
muritiet'of students decreased by 9 per-
eenk . oot

tion costs are paid from the property tax.
Taxpayers have | gond reason to be an-
gry about all this. And the newly elected
legislators and govemor will certainly
have to do something to respond to their
demands for relief. In recent months sev-
eral schools of thought have emerged.
Oné school, headed by Gowv. Douglas,

favars strengthening the hand of local:

tasfpayers seeking to tighten school bud-
gets. The. BOVErtar weanis to require a &0
percent supermajority for ].-unnl voter ap-
spreval of schoold hudgets thiat excaed the
cnmhmead gru:rwﬂl in inflation and pupil

Taxpayer anger about the rising costs

Iy rising education property taxes — has

Bixty-three pm:em of pub]:c educa-

count (not counting special ed-
ucation and capital costs).
A second school, headed by
the Vermont League of Cities
and Towns, wants the Legisla- -
ture to shift pubfic school costs
completely off the property tax
and on to, well, anything else,
A third sehool is typified by
the Vermosnt NEA. The teach-
ers” union proposes to reduce the costs
associated with pupil achievement test-
ing ag required by the federal No Child
Left Behind Act, It also favors reducing
sverhead costs, supposedly, by, creating
mulli-town mega-distriéts, where tax-
payer resistance to higher spending
would be much harder to erganize.

The union: has leng advacated for tak- «

g the cost of health insurince out of
school budgets and putting it oo taxpay-
Brs gm'ra]iy‘thmugh a “universal cover-
age”™ plan. This is the latest dode name
for Canadian-style Sil:lglt-pnym' Iwal[h
CHME.

A fourth school is “revelt and repeal "
This proposal would repeal Act 60 and
Act 68, effective in 2009, How the state
would raise $1.3 billion to pay for public
efucation is left open tor discussion,

© Mayke ir's time o think outside the

bere about cutting educafion costs,
Tey ' this one:. Give every child a
voucher 10 attend the educationgl pro-

e
¥
_.%

fram of ‘his or her choice. .

' Since many faith-based inde-

pendent schools. cost half of
: what public schools cost, this
B puglit to save a considerable
amount of money, even after
paving for the children who
already go to independent
schools at their parents’ ex-
pense.

Or, encourage the creation of virtual
schools, like Oak Meadow School head-
quartered in Brattleboro, Oak-Meadow is

like & homeschooling network, with cur-

riculum, testing and mentoring provided
via the internet by qualified teachers.
“This is far less expensive than lhc con-
ventional public school, -

How abont letting local voters vote on
two school budgets, ong for administra-
tive and facility costs, and one for the in-
structional costs. The union would, in ef-
fect, have to defend its contract pay and
benefits to the votérs instead of burying
them in's larger budget. The union in-
rensr.]y dls].l:kl:s this: proposal, but tix-
pavers mjg]n find it mote atlractive.

Here's another idea: Instead nfvutmg
on mulu-mllll.m;l-dullar s:bﬂnl hudgaLs
figiiras-toa’ Inrgef :

pmhmﬂ;ﬁh ot let: clﬁzm wotg m g8l -
the: eost per’ ;quai:z:d pupilthat a.com: -
" Ethim Allen Institute, MEEMIELEE;

miunity ‘i willing 4o spendT At 68 cur-
rently, sets: $7:330 28, the: bige, number.

. for training teachers (at CuhcwdCme,
1823). Tt would' be: well if the. ¢
' gutery against high“education p

Inatead of voting on §1,392.400, ot an
amendment te shave it down to
£1,365,500, let the voters have a chance,
at saying “§7,500 apiece, and that’s it."”

How about authorizing voters..in su-
Pervisory umions to create education
freedom districts, where voters could
design their educational system to iry ofit
new cost and quality idess? These codid
range from full parental choice to metit
pay for teachers to community mestor-
ing to virtual charter schools to cxper@
el work-study opportunities. n

Now is not the time to pass ]udgmmt .
on all these ideas, or others that will pop
iap onee the creative process gefs under
way. It seems clear the traditional model
of public education is net working to the
satisfaction of an. increasing number of
citizens, and that its costs arc begoming
an increasingly painful burden on tax-
payers.

Creative thinking served Vermont well
when it came to precision machine tools,
steamboats; microphotography; platform
scales and- even the first normal school: -

‘tangs stiroulates another rouiid.: :
“Jokn MeClaughry i _am:dw of ke -
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By JOHN McCLAUGHRY
_How can Vermonters get equal or better educational out-
eomes for their children, with fewer taxpayer dollars?
‘That infriguing quéstion has rarely if ever been squarely

- posed. A Stare Board of Education's policy commission is

laboring “to ‘produce “transformation” policies, wilh' no
attzmunn to.-what those policies might cost taxpayers.
I&gis!atlw:!y -created. committee (a majority of which

* are teacher union-dependent) is currently trying to find an

aﬁurd?:ble way to finance the current system of education.

- "[rd" ot ‘unreasonable to suspect that it will‘recommend

bR

ffloddihg - cament educdtion *expenses (notably health

~iiistirance) onto some other taxpayer account;’ plus creating

‘& new- mega-organization in the name of (supposed)

“greater efficiencies in delivery.”
A completely different approach is that of the

Comimission on Rebalancing Education: Cost and Value,

This private sector commission, created by the Ethan Adlen
Institute, consists-of 15 former superintendents, principals,

- school board and Senate education committee members,
' nnd PhDs. Tts chair is Chris Robbins, who just cmnpl:.led a

six-year- tzrm on. the State Board of Education and is also

the corrent chair of VSAC,

In hié foreword to the report, Robbins says, "The funda-

- mental premise of this report is that a policy of creating an

ever-enlarging “system,’ direcled from the top down, popu-
lated ‘with " thousands of teachers, administrators, and
bureancrats, controlling the annual expendiure of 1,450

_. . m‘ﬂ_lim;;faxpajfe:, dull'ars‘_—{ﬂl_’.-iﬁ billign), jealously protec-
© -tive'of the benefits enjoyed by the people employed in the:

'system,and’ dismissive of the abilities’and preferences of

. parents and children, is a policy headed off in a totally

i, wrong-direction.”

"Sucha pﬂll:}' will, ulti mat!:lj.r, and despite the best inten-
tions of many persons within that
system, shortchange our students,
defeat the preferences of many
| parents, and spend ever escalating
| amounts of taxpayer dollars for
little or no added educational ben-

efit”
"Instead of enlarging and forti-
fying the “system,” we recom-

mend_ deconstructing the currept

“gystem” and rebuilding it based
on the needs and desires of par-
- ents and students.”

The new report, entitled Beter
Value, Fewer Taxpayer Dollars,
includes a detailed cconomic
analysis of today's public educa-
tion system. Thal dnalysis con-
cludes that "it is .very cléar than
Vermonters — taxpayers and par-
ents — are not gefting their
money's worth from our very high

S

- R — = —_— S

‘Rebalancing education cust and value

per pupil e.ducatmn spandmg It is also clear lh.a]‘. thls
spending trend is unsustainable.” -

The Commission believes that "the great majority of par-
ents and children have the capacity to identify the kind of
education most suitable to their children's needs and pref-
erences, and that public financial support for education
should flow not through overgrown and. ctive
bureapcracies, but directly through the c-:lnsumera to'a wide
array of educatiohal providers, some public, some private,
that attract revenues I::;r offering a pmdu::t ﬂmt Lhmr ms—
tomers wan."

The Commission recommends giving thition ccr’ut‘ éntes
to students instead of payments o schools,:as is now done
in M0 Vermont tuition towns. Tt sdvocales création of char- .
ter schools, now in operation in forty other states, and more

‘virtual schooling. It supports tax credits for Student Tuition -

Organizations (to fund scholarships to faith-based schoolsy, -
and Education Fresdom Districts (where voters could cre-
ate their own education models).

“The Commission also recommends that r:wnpllaru:e#-'ﬂh :
the Bederal special edueation mandate be made a responsi- -
bility of the State Depan;m:m of Edur:atmn It would con-
tract with appmpnate. prcmde:rs} including public. .m?;]'u:gl::nlﬁn
for free and appropriate sérvices for eligible stisdents, am:;l_ .
defend against lawsuits. .

A table in the report suggests that‘tfpare:nts chose to send
only 20 percent of today's public school childrén to inde-
pendent schools and other educational programs costing
typically. half the per. pupil cost of comparable ‘public
schiools, Edllﬂﬂ.ﬂl‘l spending wuuhi du:rmm by $81 rml!mn .
a year.

A 2008 Friedman Foundstion- -poll revealed that 89 per-
cent of Vermont voters favored independent, charter, virtg:
al, or home schooling over traditicnal’ public schools, M
parents acted on those preferences, the savings to taxpayers
could be as much as three times thal amount.

Moving to a competition-and choice model, the report
says, “will stimulate a vibrant, dynamic educational mar-
‘ketplace that will help.dur children acquire the skills they
need to flourish in the 215t Century, and put Vermont on the
nation's map as a hotbed of imagination, mncwahon. and .
achievement.”

Such a shifi would, of course, force many nf our near-
monopely- public schools to reshape their policies and pro-.
grams, to keep on attracting revenug-paying students, This -
will stimulate furious opposition from the least imaginative
and meost ﬁmunw—c:}nstmus public’ sr:hml Dl’ﬁclals plig
the Vermont-NEA teachers umion,

That's undmtandable. But most parents- anid Iupa:.rm
probably believe that they — as well 25 cur schoolchildren
— will benefit more from dynamic 21st Century commipeti-
tion and choice in education, than paying ever foofe (o keep.
the 20th Centiry monepoly system-alive.

John McClaughry is vice-president of the Ethgn Allen
Institute fmvwmhwmﬂm ﬂ;g)l Emd sﬂ-‘mi‘af @ msmh&;-ﬂf ;
the Commission. e A, O Sd
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ScHOOL DISTRICT CONSOLIDATION:
THE SUPREME MANAGED BENEFIT STATE

“The fmnt page of the Rutland
" Herhild of June 18, 1975 featured
the ;headline “State Education
Plans: Eight School Districts™
Thigstory and aceompanying map
deseribed the plan discussed at
the State. Board of Education
meeting the previeus day.

“The miega-district school con-
solidation plan actually dated to
1964, when Gov. Phil Hoff pro-
posed consolidating to 24 school
districts, a proposal that went
nowhere in the Repoblican-con-
trolled Legislature,

In 1987 a school governance
commission, crested by Gov.
Madeleine Kunin and co-chaired
by the same Fhil Hoff, proposed
65 unified school districts. The
proposal aroused such an outery
that Gov. Kunin was forced io
disavonw it a week hefare it was to
be made public. The fact that the
report was ridiculously - titled
“Strengthening Local Control”
didn’t improve its reception.

. Tn 2009 the state Board of Ed-
i ucation ‘produced a 112-page
| “Transformation Palicy™ report
that-made another run at the con-
solidation objective. It recom-
mended that “By July 2012,
Vermont™s PE-12 public educa-

[IEIEI. ‘:!.'SICI'H [S CI:I-I'LS[J-
tuted into 12 to 24 edu-
cation disiicts, Each |
educalion district shall
be govemned by a single
district board,™ Then-

i House Education Com-
mittee a month ago (he
is  departing  next
| moath), Vilaseca said
| that pooling resources
in newly merged dis-

Commissioner  (now tricts  (REDs) would
Secrelary) Ar- Tive “the
mande  Vi- BY JOHN MCCLAUGHRY bigges bang
laseea was an for the huck™

aclive cheerleader for the report’s
recommendalions.

The 2010 Legislature wrangled
at sore [ength over consolidation

in education spending: “We don't
need 272 school districts. Do we
need 63 superintendents in the
state of Vermont? Can 24 be the

In former days this would have
been recognized as the Soviet
command-and-control model...

proposals. Unwilling to supply
the Commissioner with the ham-
mer to force consolidation, it fi-
nally  produced  Act 133,
providing modest imcentives for
“voluntary schoel district merg-
ers.” To date, ooly one “regional
education district™  has  besn
formied - Mountain Towns RED
(Londonderty, Peru, Landgrove,
Weszton, Flood Brook).

In a final appearance before the

number? Can 22 be the number?
That's where | think we should
start.”

A committze member inguired
whether Vilaseca thought region-
alization ought to be legislatively
mandated. Vilaseca replied that
school board members and super-
intendents tell him “we'll never
do this ourselves. There has fo be
some sort of hammer.” After the
session Vilaseca  told

Alicia -

Freese of Vidigger that “After

seven or eight years, if the dis-

tricts haven't joined wogether, then
the state will come in."”

From the conlext, and from his
long supporn of foreeful control
from Montpelier, s clear that
when Vilaseca says “the state will
come in," it does not mean that
the state will hand out incentives
and hope for the best. [t means the
Agency of Education will work
its will; parents, students, teach-
ers, and school board members
will be told to sit-down and shut
up, and taxpayers will be told o
p!jf.

In a political climate always fa-
vorzble to more centralization,
more {supposed) admanistrative
efficiency, and far greater power
for gubernatorial appointees, the
Legislature 15 likely to face in-
cressing pressure to comply. -

In former days this would have
been recognized as the Soviet
command-and-control model, a
model also currently favored by
Gov. Shumlin for s single payer
health care system. Such a model
can, admittedly, construct the
Pyramids, build an atomic bomb,
and puta man an the moon. What

T BB A -

it can’t do is acceptably direct
students, parents, teachers, ad-
ministrators, and school board
members to carry ot the
Leader’s orders, without ¢rushing
Vermont's tradition of local self-
gu'.cmm:m

There is an attractive alltma-
tive to “One Big School System,”
1t"s based on pure:m] chice and
provider competition, among fo-
cally-governed public schools,
charter  schools, independent

schools, and alternative educa- |

tional programs,

Vermonters in 90 tuition

towns have made that alterna-
tive work since 1869, There was

never o better time to expand itto
the others. If we don’t, we'll get -
the Supreme Managed Benefit |

State where, to borrow from the
Green Mountain Care law, the

Ministry of Education will maa- |
date for all children “the appro-

priate education at the appropriaie
time in.the appropriate setting.”
John MeClaughry ix vice pres-
dent of the Ethan Allen ingtirute
wwwethanallen.org).

f
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SCHOOL CONSOLIDATION, CHARTERS, AND CHOICE

Vermonters moan about their
steadily rising education property
taxes, especially as the number of
students continually decreases.
Rerely do citizens focus clearly on
the causes of rising school laxes,
and the possible solutions. That is,
in part, because the “cducation
stakeholders™ are ever aled to com-
tro] the agenda for “reform.”

. Their time-worn offering this
year was “povernance reform.”

That means grouping towns into -

large “Regional Education Dis-
trictz,” at first through incentives,
then later by state mandate, This
legislation collapsed in the final
days.of the 2014 session, in part
. because the House leadership real-
ized that members who voted for it
might not do so well with their voi-
ers this Movember.

But the Regional Educational
Districts bill will certainly be back
in 2015, Like regional waste man-
agement districts, REDs will be
governed by... well, nobody really
knowvs who poverns such districts.
It won't: be town voters, becanse
. the RED won't belong to them. It
will “helong” to the Agency of Ed-

ucation; their superinteridents, and -
of coursg lhe*ﬁ@mmm NEA, well -

orpanized across district Imes.

And, intefestingly; everl the back-

ersof BEﬁasiu away from prom-

. mugglmmbh@munmllmdum

anybody’s property tax burden.
The most obvious reason why,

education m am nsmg faster

ler is that govemment mo-
nopolies, financed by tax-
payers and facing hittle or
no compeliive pressure,
bulk up with regulations b
ahd - buresucracy  that

keeps  creating  more
things for itself to do, re-

WVermonters should be asking
“Can’t we find a beter model that
gives children more value from a
given amount of tax dollars™
Consider the contrasting model
of, of all places, the Distric! of Co-
lumbia. DC has 113 public schoals
and.107 public charter schools. It
also has an Opportunity Scholar-
ship Program sending 1,556 low
income students, almost eniirely
mincrities, to 54 public and noa-
public (inchuding faith-based) in-
dependent schools, The OSP
program remains small because of
the bitter opposition of the Obama
administration and the teachers’
unicn, because it gives low-in-
come parents genuine choice.

Far more important are DCg

public charter schools, which com-
pmfnrptbhﬂyfnaunudmmm&
These tarige from the seven cam-

pmesafﬁwmldmma]]y focused
Knowledge is - Power ng;:m-_

(KIPP) to African-Asmierican and
Latino-themed schools 1o-schools
focusing on arts and music.

\E
“B 0 school

i
by |

now 16, and his parents
spent a day at a DC
far  whiere
! dozens of iraditional
! and charter schools
| made their pitches tore-
cruit eighth graders.
They  selected the

gardless of whether it im- BY JOHN School Without Walls
proves the output of AjecLAUGHRY charter school, which
well-edurated young peo- ) offers college classes
ple. and an Associate degree from ad-

Jjacent Geonge Washington Univer-
sity, along with the charter school
diplorma,

In Mew York City, the AFT
teachers union has Thrown up
every obstacle it can find to pre-
veat charter school competition
with traditional {unionized) public
schools, But in DC; and mn-Hous-
tonand San Jose, creblive partner-
ships are emerging,

The students at DC’s hoine-
grown Achievement Prep are out-
puacing its competitors in Ward 8
by &smuch as 40 points on the DC
assessment exams. The - charter
school is negotisting 10 take aver
andnpumaﬂﬂmgpuhﬁﬁs'dmol
When wis the last tine yoi heard
of i “Vermont public school’ bq.ng

- merged o, going- out of bidingss

for poar p:f&mna.nne? Proha.bly
ance (Winhall) :

“Vermon is nne of onjy ﬂghl
states that have never had charter
‘school Jegislation, The. L@Slatm
created a charter school “study
committes in 2001, Gov, Howard

opponent of the charter school
idea, He named enough Vermont-
NEA representatives fo the com-

mittes to cause it to reject charter

schoals on a 7-4 vate,

The teachers' union militantly |

opposes any option for a student to
eseape unionized public schools
for non-unien alternative schools
of any kind. (Dean has more re-
cently been quoted favorably on
the subject, now that he doesn’t
need Vermont-NEA vates.,)

Are charter schoels practical in
a rural state ke Vermont, and
would they reduce the school prop-
erty tax burden? That would de-
pend on the details, which vary
dramatically - among the charter
states. It's likely that a well-de-
signed charter Jaw would at feast

flatten out the spending curve,
which would be a welcome '

achievement. An even more wel-
come achievement would be uni-
versal parental choice, for which
charter schools would likely in-
crease political support.

Charter schools would be an-

other step toward educational op-

portunity  based  not  on
gevernment-run cegional aduca-
tion monopalies, biit on’genuine

parental choicé among many var-

ied public and independent

providers. That is the way toward |
better educational vahue for fewer

Jotin MeClaughry is vice presi-
deni of the Ethan Allen Institute
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“FACING THE SCHOOL PROPERTY TAX MONSTER

Once again Vermonters are
preparing to go to:the polls, and
there are plenty of issues on their
plate., For the one third of voters
w]m-:mm pay the school home-

. stead property tas, the Big lssue is
* likely to be “why am [ staring at

yet another, bigger school

tax bill? Whigre does this end™

ey

. The Legislature ‘and governor
have . incregsed the -homestead
school property tax rate in each of
the past four years — and they are

*dlmast certainly going to do it

. again in 2015, The ratc has

“climbed. from “86. cents per 5100
" Fair Market Valoe (io 2011) to 98

. cents {in 2014) = even as the num-

ber of public school pupils has

Aropped by a thousand m:-m:h{:f

- those years,

The Democrats, who are prifud
of auﬂ'l.mng Act 60-m 1997, are

1 eagerio firish tying the cost of ed-

ueation 1o the income tx. The Act
60 “income sensitivity” option al-

-+ lows homestead owners with in-
. comes under 390,000 o pay 1.8
- peroent of their income instead of

the actual property tax. This fea-
fure ¢osts the Education- Fund

= ~§158 million a year, which has tp

be made up with other revenues,

The more than &) percent of Ver-

. mont househalds who choose this

aption thus have fw concemn gbout
the level of school spending.
-Last May the Democrats de-

* clared that they tntend to enact an

education . income fax by 2017,

.. This “solution™ alarms even Gov.

5 Shumibin,  who comectly -under-

+ stands that raising income fax rates

o brinig in another $380 million &

“homestead school prp-

year (to replace just the &=

erty tax) would be eoo-
nomically catastrophic.
The Republicans claim
that the Democrats “have
blocked every attempi v
Republicans to re-

Politicians have his-
torically  shronk  from
oM imposing such nmj:ra]-
T ized control, but its day
may be coming closer
Coowith a gdvernor who
can't allow the Educa-

" tion Fund to gob-

form our state's
broken educational
fundiog system.”

-By that the party chair apparently

refers to.the Republican proposal
to enact a death sentence for Act
&0, after which somebody will -
hopefully = come up with a bettes
idea. That “repeal and replace” hill
does not deserve fo be considered

BY JOHN MCCLAUGHRY  D'¢ up tax dollars

that be will badly
‘need “w pay for
Green Mountain Care, -

Another model would be same-
thing akin to California’s Proposi-
tion 13 of 1978, That measurs
limited property tax rates and al-
lowed reassessment only when a
home changed hands, Mot surprs-

The Legislature and gavernor
have increased the homestead
school property tax mz‘e in each
of the past four years...

any kind of a “solution.”

There are several types of “real
solutions” that might produce
lower homestead property taxes,

Chive: tright be called the Sowviet
model. If the voters are voling oo
large school budgets, the Agency
of Education could mandate a limit
on-increpses. Or mandate 2 higher
pupil to teacher ratio. Or wse
mandatory consolidation to allow
regional  education  districts
(REDs) to close small, expensive
schools. Or put public schoals on
i “global budget,” like the Shurm-
lin proposal for single 1:&3.':1 health
Care,

ingfy, when Jocal school districts
coildn’t keep raising property tax
rates and assessments, they fled to

. the state capitol for money to cover

their budgets. The slate was

obliged to comply, with restrictive

conditions leading back toward the
Soviet model.

Another proposal for making'
voters more sensitive to school
budget explogions was the Scudero
Plan {5.233 of 2008). This hill
would have had the roters vote not
on the dollar amount o be spent,
but on the cost per pupil in their
schools. It had the virtue of bring- -
ing school spénding down %o un-

Jokn McClaughry is vige presi

derstandable numbers hke %13,045
per pupil instead of $17,375,000:
The techniqui was unfamiliar, it
was not clear that the plan would
result ins less spending, and the
Legislature showed no interest,

T e——
i

Probably the best.and poten- -

tially most popular “solution”™ -
gxcepl amnﬂg the Edugation Es-
tablishment — is rading in the in-
creasingly  ponderous  and
state-controlled monopoly school
system for universal pareptal
choice among a wide variety of td-
ucaticn providers.

That proposal is based on the |

ides that the state should pot stand

in the way of parenis whi “are

eager o have their children attend
a school that costs less than the
local public school. Sinee many
parents wollld choose schools

.. eosting less, tofal cducation spend-
, -ing would fall. However, it's'not
“possible-to- predict by how much

and -when, or how the' public

themsehves to win i:nax:l: then’ hsl
pupils.

1t's not realistie, any time Smm.
to wean public education from the
Act 60 property taxes. But move-

- schaols would attempt to. reform -

ment toward universal, parenta)

choice and hroad provider compe-
tition would likely spur educa-
tional . innovation, . increase
customer-  satisfaction;  resfraih
property tax costs, and produce
better results over time. ;

The hard part s turming that cor-

demt qf the Ethan ,-t.rier: ,Im:mene
fwivwt ethonallenorg), - i’
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St. Johnsbury VT Caledonian-Record, December 9, 2014

Dusious REMEDIES FOR CONTAINING
EDUCAT[ON Costs

Governor Shumlin and the leg-
islative leadership have recently
discovered that Vermonters are re-
ally, really unhappy ahout ever
rising school property taxes. In a
commantary published Dec. 3, the
 govemor observed quite eamrectly
. “We all know that rising property

taxes to fund education have put
“&n unsustainable burden on Ver-

‘monters. Diespite a steady decline

in school énrollment over the |ast
two decades, property tax pavers
have not seen-a decline in their
property mes; they've seen the
opposite.”

He didn’ tihmk to mention that
education property 1axes ‘do oot
Just “rise,” like cream to the top of
a milk pail. Somebody has to
“rige” them, and the signature on
the bills that increased the home-
gtead property !{a.x rate from 5.89
to 5.98 per §100 of fair market
value — and will soom increase it
to 5100 = is and will be Peter
Shumlin’s.

Recall, it was Sen. Peter Shum-
lin who in- 1997 steered Act 60,
the education finance “reform™
law, to enaciment: At the time,
critics argued that the funding
mechanizm for that court-driven
state takeover of public education
would break the essenhial restrain-
ing link between voters and
spending: Some of the supporters
seoffed at that p-:lsﬂlb]]ll‘:.r athers
welcomed the state takiover.

Eighteen years later we have
come to @ situation where not in-
creasing the homestzad school

PHopery !ax rate would [
ba more painful than in-
creasing It another two |
cents. Wot raising the rate,
by itself, would cause a

| have to raise 'thl: funda

- through a Tocal income

tax surcharge. This also
flies in the face of
Brigham and Act 60,

547 million shorfall ata ' e Then there's the “re-
time when the General R gional -block  grant”
Fund is facing & deficit of model advocated by
$100+ million. Either that BY JOHN Rep. ‘Oliver Olsen. This
shortfall has 1o be made  pecLAUGHRY 15 based on complete
up by other taxes - very state responsibility for
paintul - or the Agency of education  spending.

Education must be given the
power to force school districts to
reduce their voter-approved budg-
etf, That “solution”™ has never
been attempted in the past 227
YEArS.

House Speaker Shap Smith cre-
ated a3 working group o hind an
exit ramp from this politically
dangerous highway, The 10-mem-
ber bipartisan group has produced
three exit ramps,

The first iz the “renovation
plan.® The core of that plan is
state mandates to increase local
pupil-teacher and pupil-siaff ra-
tios, both of which are the lowest
in the nation.

Crr, alternatively, make local
texpayers financially liable for the
high costs of a low pupil-staff
ratio. That would violate the redis-
tributive prineiple of the Brigham
decision underlying Act 61,

The second model s a "variable
ingome tax.” This a_iltt_:rlnal!iv: fea-
fures uniform state-get property
tax rates, District woters who
wanted to spend more than the
state-provided ameount would

The stat: would distribute the tax
dollars it raizes to “regional enti-
ties™ (no further information
available), through which it would
flow to local school districts.

Doubtiess unbekno 1
Olsen, in 1967 Néw Brunswick
had 2 public school system abmost
identical to  Vermont’s in
1996 Then it started down Olsen’s
Highway by enacting its “Equal
Opportunity Program."”

The result {from my commen-
tary of July 1998): “A provines-
wide education property tax, . The
installation of local ‘Directors of
Education” accountable to and re-.
movable by the Ministry. The
statewide teachers’ contract. The
conversion of superigtendents to
state employees, Abolition of
local schoel boards as wasteful
overlapping  bureaucracies. Re-
duction of “local control™ to input
sent fo the Minigtry ﬁ_—nm PTﬁ
meetings.”

" “The oy Girios part of this "

story iz that it took Mew
Brunswick 30 vears to achieve the
cemtrilized, wnitary school system

mst. A0

that is.the inevitable result of fill
state funding of local schools.
Barring a political revolution, the
same results should be alfained
much more quickly in Vermont,”
We are now 18 yedrs into Act 60,
and — if Olsen is successful - it
looks -like we will reach New
Brunswick's condition sooner
than thev did.

Fortunately, thare 1smalrems- ,
tive path for Vermont {from
2006 “Give up the buresucratic,
ecntrally controlled public schoal
monopely system, which guaran-
tees steadily rising taxpayer costs
regardless of the number of

pupis, and. regardiess .of. the:;- Vi
'-::m-duzu::.l't.'z-at:lll.“In:u'nntmts"“1‘!°i .

“In its place, anpower all par-
ents with scholarship money- to
pay for their childien's.education
at amy of a wide range of compet=
ing programs: public schodls, in-
dependent schools, faith-based
schools, charter schools, Internet-
based virtual schools, employer-
and union-run schools, mentofing
programs, career-study programs,

“whatever arises to meef the de-
-mand in the marketplace, many of

them at lower-cost than the public
school system.”

The “parental choice and
provider competition” model i
gradually becoming the future of
215t Century American i:dumtl-:m

- Why ot here? i -‘_~,

“Jokn H.:'ﬂﬂgh}l i vice _pﬂ?d'b—
dent of the Etlian Allen Irm:mm
fuiweethamallen orgl
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Education Finance Reform Ideas for Consideration
Submitted to Rep. Shap Smith, Speaker of the Vermont House of Representatives

Prepared by Oliver Olsen
January 1, 2015

Introduction & Overview

This document summanzes a few additional ideas that the House Education Committee may
want to consider as it begins to look at options for reforming Vermont's education finance
system in 2015.

Voter participation thresholds to consider spending increases above growth targets;

+ Retain small schools grant program, but institute a competitive application process;

+ Seta cap on the growth of statewide education spending, with limited funding
available to support extraordinary excess spending needs;

+ Use local voting process to set local education tax rates instead of education
spending; and

# Financial incentives for school districts and union employees who adopt contracts that
contain model reduction in force (RIF) policies that do not exclusively consider tenure
as a factor in RIF decisions.

Some of these ideas have been brought up in the past, while some are new or are
refinements of other ideas that have been proposed before. Some may have promise, some
may not; all require further analysis and vetting.

Establish Voter Participation Thresholds for Large Budget Increases

Under this proposal, a school disinct budget could be approved with a simple majonty vote,
regardless of the level of voter participation, as long as the percentage increase in per pupil
spending was below a specific target established by the state.

However, if a proposed school budget would increase per pupil spending by a percentage in
excess of the state target, the amount of the budget in excess of the target would only be
approved with a majority vote of a minimum percentage of registered voters within the district.

The following example (albeit oversimplified) illustrates how this could work:

School district proposes a budget of $10,000,000, which represents a per pupil
increase of 5%, vs. a state target of 3% (example only). A budget of $9,500,000 would
represent a 3% per pupil increase. [f the state required 20% (example only) of
registered voters to participate in a vote to approve a budget with excess spending,
but only 15% of registered voters voted on the budget (even if 100% of those voting
voted in the affirmative), only the first 59,500,000 of budget would be approved - not
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the $500,000 excess. However, if 21% of the electorate voted on the budget, the full
$10,000,000 would be approved if the majonty of those voting supported it, even if the
vote was in the affirmative by the slimmest of margins.

A vanation of this concept could require even higher voter participation, proportional to the
size of the proposed spending increase.

Collectively, Vermont voters are entrusted with the power of deciding how Vermont spends
more than $1B on K-12 education. Unfortunately, very few Vermonters actually participate in
this process, even though it directly impacts our growing property tax burden. While Vermont
does not formally track voter participation on school budget decisions across the state, the
Secretary of State's office does have some informal data that tracks voter participation on
Town Meeting Day, which is a reasonably good indicator of the level of participation on school
budget votes. This data shows that we have about 13% of registered voters participating on
Town Meeting Day'.

Requinng a greater level of voter participation to consider higher levels of spending would
provide an effective cost control mechanism, while providing more local accountability over
the most direct lever we have to manage property tax growth. This is not an alien concept;
under Vermont's constitution, a quorum of %4 of the members of the Vermont House of
Representatives is required before consideration can be given to raising a state tax.

Award Small Schools Grant on a Competitive Basis

With this proposal, the state would establish a fixed budget for the small school grant
program, and gradually ratchet the funding for this grant down year over year. This would no
longer be a categorical grant, but would require a competitive application process through the
Agency of Education, State Board of Education, or some other central authonty.
Considerations such as staff to student ratios, excess capacity in neighboring school districts,
geographic proximity to districts with excess capacity, and any in-progress consolidation plans
would be evaluated as part of the decision-making process.

This approach would make more efficient use of state resources by addressing conflicting
financial incentives (consolidation vs. retaining small schools) on a case by case basis, while
ensuring that small schools that are not well-suited for consolidation and those that are in
transition are held harmless.

Cap on Statewide Education Spending Growth

This proposal would cap the growth of statewide education at some nominal figure indexed to
CPIl. School districts would be able to vote for increases to their per pupil spending without
state intervention, so long as they stayed within set parameters. Parameters could be

' 2014 Town Meeting Turnout Statistics, Vermont Secretary of State Website:
https:lheww.sec.state. vt usielectionsfiown-meeting-local-elections.aspx
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designed on a shding scale, allowing different percentage increases based on current per
pupil spending levels vs. state averages. For example, a school district with a relatively high
per pupil spending amount would have less headroom to increase their per pupil spending in
percentage terms than a distnct with lower spending.

A small portion of the education fund would be set aside and available for the State Board of
Education (or other appropriate entity) to award funding on a competitive basis to school
districts requesting higher levels of spending (outside the applicable thresholds). Any funding
allocated to districts would be counted towards the overall per pupil spending within that
district - increasing the tax rates, just as if the budget had been increased without state
intervention. The intent of this funding allocation would be to address inequities and
anomalies that “fall through the cracks” of the funding formula. When awarding these “excess
spending grants”, the State Board of Education would consider a varety of factors to prioritize
funding allocations, including available opportunities for cost reduction through consolidation,
sudden and unpredictable fluctuations in student needs, student to staff ratios, etc.

The net result would be a cap on the aggregate growth rate of education spending accross
the state. Many school districts would expenence no change to current practice, there would
still be varnability in education tax rates based on local decisions, but some districts would
need to justify extraordinary increases in per pupil spending.

Use Local Voting to Set Education Tax Rates Rather than Budgets

Under the current system, local communities vote on school budgets, which ultimately dictate
the tax rates (both property tax rates and percentages used to calculate income sensitivity
adjustments) required to support the budgeted per pupil spending. If we flipped this around,
so that voters could decide the tax rates they were willing to support, there would be greater
accountability and a much more direct connection between voting and tax rates. This
approach would likely require the statewide base rates to be fixed ahead of any local voting,
would would likely require a larger stabilization reserve to keep the state Education Fund in
balance.

Incentives to Move Away from Tenure-Based RIF Policies

As the decline in student enrollment continues to decline, reductions in staff levels are
inevitable. Many reductions will be possible through natural attrition, including retirements.
However, where more difficult decisions come into play, we should look for ways to retain our
best educators. Siaff contracts that mandate reduction in force (RIF) policies based
exclusively on seniority are an impediment to nght-sizing an organization, as they can lead to
unintended consequences - namely the loss of high performing, high-potential staff.

Under this proposal, the state would implement a system of incentives to encourage school
districts and staff to adopt RIF policies that look at multiple factors, particularly staff
performance and subject matter expertise, when implementing a RIF.

Education Finance Reform ldeas 3
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Accountable Education Funding Proposal

Introduction

The Accountable Education Funding (AFF) Working Group is a citizen led group that
was formed to tackle Vermont’s inferrelated challenges of nsing PK-12 education
spending and exceptionally high property taxes. With clear intention to meet the state’s
obligations as expressed in the Vermont Constitution and in Statute, members of the AFF
Working Group subnut thus AFF Proposal for consideration by our legislative
representatives and other concerned stakeholders.

This proposal has been created to address the below interrelated challenges associated

with our current education funding svstem. We conclude that these challenges require
reforms that address the underlying structural and systemic 1ssues that drive them all.

1. The statewide population of PE-12 students has declined by 20% over the past 15
vears, and in some regions far more than that. Despite this population decline,
statewide spending has confinued to rise across all size schools and districts.

2. Many residential property owners and all commercial property owners face
uncommonly high property tax burdens in Vermont. All property tax payers face
mcreasing tax burdens. while median income 1s flat to declming. Such burdens
effectively undermine affordability and economic growth.

3. Despite efforts to equalize education spending through redistributive mechamsms
embodied in Acts 60/68, there continues to be significant inequities in access fo
educational resources and opporfunities among Vermont schools.

4. High PE-12 spending undermines funding availability for high ROI early
mterventions that would reduce costs of education delivery as well as funding for
expanding access to higher education vital to broadening economic prosperity.

The AFF Working Group identified prninciples to gmde our consideration of reform
options, as many of us came from different backgrounds with different priorities
regarding the aforementioned challenges. We maintain that any constructive education
funding reform proposal must serve all these principles: sumplicity, transparency, equity,
value, standards and community.

With these principles in mind, the AFF Working Group defined the following
comprehensive list of reform objectives:

1. Provide statewide funding for substantially equal access to excellent education
opportumties regardless of where a student resides
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2. Establish thresholds for minimmm education opportunity and cost effectiveness

3. Cultivate sufficient simplicity and transparency to support effective govemance
and increase accountability

4. Broaden accountability for expenditure decisions to restore restraint

5. Leverage and promote community engagement in the success of our schools

Based upon a review of effective funding systems in other states and cumrent education
finance literature, we conclude that to meet the above objectives our legislature mmst
substantially alter our funding system- both in terms of what the state pays for and how it
raises funds to pay for these costs. We conclude that our current system, which requires
funds be raised statewide to fund all school budgets approved by local voters no matter
how high the spending or the range of opportunity afforded, 1s unsustamable and,
arguably, not meeting the Brigham mandate or provisions of Arficle © of the Vermont
Constitution. In its stead, we offer the following proposal

AEF Proposal Framework

The AEF Proposal provides a three-part framework for school finding reform in
Vermont:

1. Establish a data-driven, reasonable cost standard for Vermont public education to
target resources and inform voters

2. Increase predictability and expenditure controls with an equitable and sustamable
approach to raising and distributing statewide revenue to school districts

3. Establish accountability mechanisms that incent local school districts to provide
high quality educational opporiunities af a reasonable cost, establish a floor on
education opportunity and elinunate unfunded mandates.

We propose that the three core elements of this proposal be implemented in the following
manner:

1. Establish a reasonable cost standard for Vermont public education
a Statewide education funding is limited based upon a determination of a
reasonable cost fo meet the state’s commitment to provide an excellent.
substantially equal educational opportumty to all students
b. The state’s education commitment to all Vermont students 1s no longer vague
but expressly defined in phase one of AFF implementation
C. Sufficient equity of opportunity and reasonable costs are derived through:
1. A transparent and data-dnven process that includes all stakeholders,
including urban and miral students
11. Project leadership by experts with extensive experience crafting state
education finance systems in sustamable operation today
1. Specification of Vermont's baseline education costs and cost adjustments
for reasonable, sustainable responses to need-specific, urban and mural
education delivery challenges

12/30/14 Accountable Education Funding Proposal 2



d. Annual statewide funding is fied to populations and rates of inflation and not
subject to political influence or budget dynamics

e Statewide funding levels are periodically reviewed based upon current
Vermont and regional cost data and opportunity reports rather than legislative
politics and annual budget pressures

2. Implement an equitable and sustamable approach to raising and distributing statewide

revenue to local school districts

a. A single statewide property tax rate 1s set fo raise a fixed percent of statewide
education funding, while the balance 1s provided through the General Fund and
other dedicated sources

b. Income sensitivity protection for residential homesteads 1s maintained for raising
funds up to statewide education funding levels

c. Statewide education funds are dedicated exclusively to support PE-12 public
education

d. Total district education expenditures are still determined by voters, but spending
above the reasonable cost standard funded statewide are supported through local
taxes with no extension of income sensifivity

3. Establish accountability mechanisms

a. Incentives to target investments, operate cost-effective schools and consolidate
where appropnate are established as full responsibility falls to local voters for
funding expenditures above the reasonable cost standard

b. Where sufficient opportunity 1s in question, Education Commitment Certification
by the AOE or a contracted certification agent (as 1s currently used to certify
mdependent schools) 1s required fo maintain statewide funding eligibality

c. To prevent excessive spending dispanties. a tiered luxury tax is applied to local
education spending at defined percentages above the reasonable cost standard

d. Any legislation that expands the work of schools must include cost analysis and
define funding sources

Targeting Defined Challenges

As noted above, we assert that many of the challenges we face, lingering or newly ansen,
are associated with our current education funding system. To ensure that we are offering
a constructive alternative to our current system, the following table ties specific AFF
parameters to each of our core issues.

Challenge Solution

Ever higher demand for more * Define an opportunity commitment and
education funding despite declining reasonable cost and provide statewide
student population and a faltering funding only to that level

economic base, undermining our

capacity to fund higher ROI

supports for students and families
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Excessively high expenditures in * Define an opportunity commitment and

districts of all sizes are driving up reasonable cost and provide statewide

property taxes funding only to that level

* Fund based upon reasonable staffing
assumptions and data-driven cost variables,
nof current staffing levels and cost
assumptions

* Fix percenfage of statewide funding raised
through property taxes

+  Accountability for excessive spending clear

as funding for higher spending levels falls

fo the commumity that approves it

Inequity of opportunity and relative * Statewide funding tied to educational

tax rates persist across Vermont commitments, not local votes, to ensure
support for sufficiently equal opportumties

+  Disparifies mn education opportunity
discouraged through targeted, adequate
statewide funding and a hoory tax
mechanism

+ Economies of scale not ignored by funding
formula, equalizing tax burden relative to
opportunities provided

* Where sufficient opportunity is in question,
Education Commitment Certification by
AOE or contracted certification agent 1s
required for continued statewide funding
eligibility

Comparative Analysis

We note that uatil such time as Vermont's education commitment is defined and
reasonable costs are determuned there is plenty of room for skepticism that funding
adequate to deliver the opportunities we want for all our students would contam spending
more effectively than today’s system. Likely, there will also be concern regarding the
viability of lmiting statewide funding and allowing local spending decisions, while
supporting the Brigham ruling. There is no substitute for moving forward to complete the
study to define our commitments and reasonable costs, but we can certainly address these
concerns with some simple logic at this time.

With regard fo curtailing spending, we should look to the track record of funding systems
sinular fo the AFF proposal in use i other states and the outcomes associated with those
systems. Eight of the top ten performing states budget education spending in such a
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manner and all spend significantly less than Vermont does.! Further, we note that the
analysis that will determine a reasonable cost would not presume the statewide staff to
student ratios of 1 to 4.67 in existence in Vermont today. Our staffing levels. in districts
large as well as small. are well outside regional and national norms and are the principal
reason for our higher costs per student. While funding levels would be vanied based upon
factors that impact a reasonable cost, they would not be sufficient to perpetuate very
inefficient education delivery. Lastly. commitments and reasonable costs would not be
determined by politicians but through a structured methodology led by experts in
designing sustainable education finance systems.

Regarding Brigham compliance, we acknowledge that many states using similar
adequacy funding systems have constitutions that require adequate education funding but
not equity to the same degree that the Brigham ruling indicates that the Vermont
Constitution requires. Due to this fact, this proposal differs slightly from their funding
systems. The AEF proposal requires that we define the range of student opportunities we
commit to delivering statewide and provide statewide funding to that level, instead of
reverting to a combination of local taxes coupled with annual state aid contributions. It
also adds a tiered luxury tax that establishes downward pressure on higher spending in
wealthier communities and raises additional funds for expanding opportunities statewide.
Further, as beliefs to the contrary are widely held, it must be noted that equal opportunity
does not. according to the Brigham ruling. “necessanly prohibit cities and towns from
spending more on education if they so choose.” We presume our justices included this
phrase for a reason

For accurate context on the status quo, we are currently using statewide education funds
o support large and excessive dispanties in student opportunities. As equalized pupil
counts in our funding formula presume no economies of scale, larger districts” higher
expenditures are effectively discounted. Despite available economies, they frequently
spend no less and in some cases much more than smaller districts, funding a much greater
range of opportunities at an equal or lower tax rate. These inequities will continue to be
perpetuated until we discontinue use of the unandited equalized pupil mechanism to
differenfiate access to resources. If Act 60/68 is not significantly overhauled mn the
current legislative session, given what we know of 1ts impact at this stage, it should face a
constifutional challenge.

This AFF Proposal offers the following key benefits:
* Leverages education finance best practices m successful use in top performung
states
+ Budgets statewide education funding for greater predictability and balanced
mvestments
* Targets statewide education investments

*  Promotes informed decision-making rather than elimination of local
representation

! “Thesze Are The States With The Bast And Worst School Svatems, According To Mew Rankings™,
Huffinston Post, Eebecea Elein, August 4 2014

12/30/14 Accountable Education Funding Proposal >



* Increases equity of opportunity

* Contains externally driven property tax increases

+ [Establishes voter accountability for approving unreasonably high spending levels

*  Aligns incentives for cost effective education delivery: nght-sizing staffing and
consolidating classrooms, schools and supervisory unions where appropriate

The AEF Proposal proposes a complete overhaul of our education funding system, but
one that would ensure sufficient equity of education opportunity funded statewide, more
equitable distribution of statewide resources and tax burden, and restoration of a direct
relationship between spending decisions that exceed reasonable and sustainable levels
and funding accountability. Restoring incentives, rather than issming prescriptive
mandates, facilitates spending restraint and mmuch more effective use of statewide
education resources without undermining local voice and community support for our
schools. Given its advantages. we hope the legislature will give it due consideration in
ball form during the coming legislative session.

Questions on this proposal can be directed to Heidi Spear, the founder and coordinator of
the AFF Worlang group: heidimspear@gmail com
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