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Introduction

A growing number of states are examining how they can do a better job of connecting the various levels of their education system – early learning, K-12 and postsecondary. Driving these efforts are new challenges and pressures, including changes in the economy and workplace, demographic shifts, and advances in technology and telecommunications. There is also widespread and growing concern over the enormous number of young people who move from one level of the system to the next without the knowledge and skills they need to succeed at that level. Creating a more integrated, seamless education system involves addressing many complex issues, including standards, assessment, teacher education, college admissions policies, governance, funding streams and institutional turf issues. Over the past decade, states have begun to move away from dealing with such issues on a piecemeal basis toward a more comprehensive approach known as "P-16." This term reflects the vision of a coherent, flexible system of public education that stretches from preschool through postsecondary.
The following topical policy brief is from the second phase of a statewide P-16 analysis on the state of Oregon completed by ECS. The first phase of the analysis is a broad policy brief called Oregon State Policies Aligned to the ECS P-16 Policy Framework. The brief presented a compilation of Oregon education policies and statewide programs organized under the ECS P-16 framework described in What Is P-16 Education: A Primer for Legislators, A Practical Introduction to the Concept, Language and Policy Issues of an Integrated System of Public Education (ECS, 2001), which designates specific policy goals and recommendations for each level of education – early learning, K-12, and postsecondary. The policy brief compiled relevant Oregon policies within each goal of the P-16 framework to showcase Oregon’s current policy system through the P-16 lens.

The second phase of the analysis includes six topical briefs focused on issues determined by the Oregon State Board of Education as priority topics: early learning, aligning standards, high school as a key transition, articulation and transfer, postsecondary access and affordability, and P-16 finance. These briefs include Oregon-specific information about each topic, including: current Oregon policies related to the topic; relevant performance data for Oregon; examples from other states and policy questions; and issues to consider as Oregon determines the next steps for their P-16 priority topics. The recommendations and policy questions are intended as starting points for discussion and deliberation among Oregon’s education policy stakeholders. While each brief is a stand-alone document on a specific topic related to P-16 education, when taken together the briefs represent a broad, cross-cutting series on P-16 education issues in Oregon. As such, specific policies and performance data may appear in multiple briefs. 



Data Sources and Methodology 

ECS used a variety of sources to obtain the data and information reported in this document, including staff in several departments and agencies within the state of Oregon as well as a number of national education policy organizations and research reports. This document presents a sample of the available data on Oregon performance related to P-16 finance; it is by no means an exhaustive representation of Oregon’s efforts. Many additional data sources exist and are worth examining. 


Finance and P-16

Both early learning and postsecondary education leaders are striving to define, build and maintain finance models to provide universal access to all students. Educators are exploring models that incorporate diverse funding streams – from families and students, from government and from philanthropic sources. In addition, both "ends" of the education system should include a state financial commitment to infrastructure; financial assistance for all students in need; a wide variety of settings (public/private, small/large, rural/urban, daytime/nighttime); and freedom for local institutions to meet local needs while still operating within the larger system.

The prospect of moving students more efficiently through the pipeline raises new and complex policy and finance issues for states. To integrate secondary and postsecondary programs, states and districts must be able to facilitate funding, staffing, and the crediting of courses across education sectors (ECS, 2001).


Oregon Policies and Programs Related to Finance

The following is a snapshot of Oregon’s P-16 school funding system:

	
	K-12
	Community Colleges
	OUS

	Property Taxes
	100% included in formula
	50% included in formula
	Not included in formula

	State Aid
	Significant source of revenue
	Significant source of revenue
	Significant source of revenue

	Tuition
	Not a source of revenue
	Provides about 1/3 of local revenues
	Large source of revenue

	Enrollments
	ADMw used as a basis for distributions of state funds
	Used in the formula as basis for distribution of state funds
	Used in the RAM as basis for distribution of state funds


(Department of Community Colleges and Workforce Development, 2003)

· During the 2001-2003 budget years the average expenditure per student in the state’s pre kindergarten Head Start program came to $7,463 (National Institute for Early Education Research, 2003).


· The average expenditure per student in the K-12 system (NEA, 2004):

2002-2003

2003-2004

Oregon:


   $8,185

   $8,700

Far West States Average
   $8,218

   $8,528

National Average: 

   $8,428

   $8,724
Note:  The Far West States are defined as: Alaska, California, Hawaii, Nevada, Oregon and 

Washington. 

· In 2003-2004, K-12 school funding came from the following sources (NEA, 2004):

Federal

State

Local 




Oregon



 10.6%

52.2%

37.2%




Western States Avg.

  9.8%

58.5%

31.7%


National Avg.


  8.1%

49.0%

42.9%
· The average cost of educating a full time equivalent student in a state community college in 2003-2004 was $5,718 – this amount is not projected to increase for the 2004-2005 school year (Department of Community Colleges and Workforce Development).

· Oregon ranked 13th in per capita expenditures for higher education in 1999-2000 (NEA, 2004).
Please see Appendix A for greater detail about Oregon’s K-12 school funding program.

Several major developments in Oregon in the past two decades have dramatically altered the education funding system.  Three in particular are:

1. A greater emphasis on equity in the way that the state distributes funds to districts, colleges, and universities (Measure 5, 1991). 


2. Increased state control over both the way that school funds are raised (Measure 5, 1991) and how they are distributed (Oregon Quality Education Commission, 2001).

3. A move away from local property taxes toward state income taxes (Measure 5, 1991; Measure 50, 1997).
More specifics about some of these funding changes are below. 

· In the 1990s several key pieces of legislation affected Oregon education.  Measure 5, passed in 1991, mandated that non-school taxes on any parcel of property cannot exceed $10 per $1000 of real market value and school taxes cannot exceed $5 per $1000. Voters cannot approve operating taxes outside these limits. The Measure took effect over a five-year period. Technically, the state was supposed to replace the loss of local property taxes.  This action moved local school funding control to the state.  However, new money from the state only replaced what had been lost in local revenues, and growth in funding did not match growth in student population and inflation. Measure 5 also moved Oregon away from a stable and predictable funding source (property taxes) to a funding source that is less stable and more susceptible to downturns in the economy (income taxes). In addition this legislation mandated funding equity among Oregon's school districts (National Education Association, 2004; National Center for Education Statistics, 2001; Oregon School Boards Association, 2004.)
· Under Measure 50, passed in 1997, each district has a fixed, permanent tax rate for operations. Districts may not increase this rate, established in 1997–98, and this measure also limits property values (Oregon School Boards Association, 2004).  However, the limit can be exceeded for several years by use of the local option.
· In 2001, the Oregon Legislature established the Quality Education Commission (QEM) to determine the amount of funding needed to meet the state’s quality education goals. The Quality Education Model estimates the statewide costs of various education program levels and school configurations and the school-level impacts of changes in state funding.  The Quality Education Commission 2000 found that the Quality Education Model (QEM) is an effective tool for evaluating and forecasting school resource requirements (Oregon Quality Education Commission, 2001).



Oregon’s Higher Education Funding System

It is important to note that federal and state agencies have consistently decreased higher education funding over the past two decades. State funding for higher education in the year 2000, adjusted for inflation, was $23.4 billion below the peak reached in 1979 (Mortenson, 2000). In all states, higher education competes with other state obligations such as healthcare, homeland security, prisons and K-12 education. Fewer and fewer dollars are available to postsecondary institutions, and to students in the form scholarships and financial aid.

As much as any other state, Oregon has been challenged in this environment of shrinking resources. Overall, employment declined in Oregon by 1.3% during 2002-2003, and it had the highest unemployment rate in the nation for most of 2002-2003 (Oregon Department of Community Colleges and Workforce Development, 2003).

The following is a snapshot of Oregon’s Higher Education school funding system:

· 2003-05 appropriations for Oregon community colleges total $401,906,504.  The categorical funding total is $3,362, 565, leaving $398,543,939 for formula distribution.  In 2004-05 the total available funds are $199,271,970 plus $52,431,396 in statewide property taxes, or $251,703,366 total.   The available FTE for 2004-05 is $2,498.  A new funding formula will be developed for 2005-07 (Education Subcommittee of Ways and Means, 2003).

· The decrease in general fund expenditures for higher education can been seen in the per-student FTE total revenue at Oregon State University, as reported in the OUS 2002 Fact Book:   

· 2001-2003, close of session with compensation allocation = $5,312

· 2001-03, 5th special session = $4,599

· 2001-03, 5th special session with 2003 tuition increase = $4,599

· 2003-05, Governor’s Balanced Budget = $4,319

· In its report, College Affordability in Jeopardy (Winter 2003), the National Center for Public Policy and Higher Education provides information for every state on four indicators of affordability.
1. Tuition and Fees:  Tuition at Oregon public two-year institutions increased 6% (from $1,934 to $2,059). Tuition at Oregon public four-year institutions increased 3% (form $3,650 to $3,773). Tuition continues to increase at two-year institutions. In the 2003 fall term, tuition was set at $2,484 and 2004 fall term tuition is estimated to be over $2,590. Per-credit hour fees also are rising. (According to the Western Interstate Commission on Higher Education Annual Survey, Oregon’s rank for community college tuition and fees among all western states was the third highest out of 14 in year 2000, and the second highest out of 14 in 2003.)


2. Income:  Per-capita income in Oregon increased 2% (from $28,134 to $28,622).


3. State Appropriations for Higher Education:  Total Oregon state appropriations decreased 11% (from $680 million to $604 million). (This figure excludes local funds for higher education. In 2001-02 local funds accounted for 12% of all state and local funding for higher education.)  

4. State Financial Aid:  Total state grant aid for Oregon students decreased 10% (from $19.2 million to $17.3 million).

· In July, 2004, the State Board of Higher Education approved the 2005-07 Essential Budget Level (EBL), which represents amounts necessary to continue forward 2003-05 program levels through the next biennium, at $709.9 million in State General Funds, $1.037 billion in Other Funds Limited (largely tuition and fees), and $2.38 billion in Non-limited Funds, for a total of $4.25 billion. The Board also approved seven policy packages totaling $110.4 million that build on the goals to provide Oregonians access to high quality, affordable postsecondary education opportunities. The policy packages include: (1) funding student enrollment growth; (2) removing transfer barriers and student access initiatives under the More, Better, Faster initiative; (3) faculty recruitment and retention; (4) retaining top students in Oregon; (5) moderating tuition growth; (6) engineering and technology investments (ETIC); and (7) healthcare workforce initiative. The Board will work with staff to further prioritize and describe the linkages between the packages before presenting to the Governor as part of the budget package.  Combining the EBL and the policy packages brings the total 2005-07 General Fund Operating Budget request to $815 million. State statute requires agencies to also submit a 10 percent reduction proposal to DAS with the agency request budget. To this end, the Board approved the mandated 10 percent reduction proposal (OUS Office of the Chancellor Press Release, July 17 2004, www.ous.edu/news/press/071604.htm).
· In July, 2004, the State Board of Higher Education also approved adoption of a one-year Tuition Mitigation Plan to lessen the impact of tuition increases and tuition plateau changes on OUS resident undergraduate students experiencing above average increases in a single year. For 2004-05, per-term charges for resident undergraduates will not exceed charges for spring term 2004, at comparable credit loads, by more than 15 percent (OUS Office of the Chancellor Press Release, July 17 2004, www.ous.edu/news/press/071604.htm).
· The State Board of Higher Education’s Access and Affordability Group (AAWG) is in the process of developing a proposal for increasing need-based financial aid for students entering postsecondary education for a first undergraduate degree or certificate. Working with the Governor, the AAWG will seek sponsorship of legislation to create and protect an endowment for need-based financial assistance – called Access Scholarships for Education Trust, or ASET – that would include a constitutional amendment to be submitted to the voters (AAWG, State Board of Higher Education, 2004, www.ous.edu/workinggroups/AAWG/work/7_04_AAWG_Briefing.pdf). 


Oregon Data and Performance Related to Finance

Oregon’s performance related to P-16 finance is highlighted below using several data indicators. The following data points are a sample of potential indicators and are not meant to be an exhaustive listing.
· Salaries and benefits comprise approximately 80% of K-12 school spending. Changes in the costs of compensation are primarily influenced by inflation and changes in the makeup of the workforce (Oregon Preliminary Cost Panel Report, 2002).

· Oregon is experiencing major changes in student demographics that will affect the cost of bringing all students to state benchmarks. The rapid increases in the number of students in special education programs and of English language learners have a cost impact (Oregon Preliminary Cost Panel Report, 2002).
· Declining enrollment in a majority of Oregon school districts also is a factor that is changing cost structures. State school funding is allocated on a per-student basis. Because school districts have certain fixed costs that do not fluctuate with enrollment changes, decreases in enrollment affect the relationship between fixed and variable costs (Oregon Preliminary Cost Panel Report, 2002).
· Accumulated capital needs, estimated at $3 billion statewide for school facilities in Oregon, affect the costs of maintaining and operating schools (Oregon Preliminary Cost Panel Report, 2002).
· Salary cost increases have been moderate over the past decade. The Panel is projecting that salary increases will continue to be moderate and that increases will be slightly less than inflation (Oregon Preliminary Cost Panel Report, 2002).
· Benefits costs are rising rapidly. Health insurance costs have risen at 10-15% annually and will continue to increase. Most school districts can mitigate cost increases to some extent by setting caps on district benefit contributions, reducing benefits, or shifting costs to employees; however, benefits costs to districts are still projected to increase by 12% over the next biennium (Oregon Preliminary Cost Panel Report, 2002).
· The rates paid by school districts to the Public Employees Retirement System (PERS) are projected to increase by a minimum of 2.5 percentage points, or approximately $130 million, over the next biennium. The Panel is concerned about the impact of the unfunded PERS liability on the school budgets (Oregon Preliminary Cost Panel Report, 2002).

· Cost increases for non-salary cost items are expected to be moderate over the next biennium, with potential volatility in the costs of fuel and electricity (Oregon Preliminary Cost Panel Report, 2002).
· State Pre-Kindergarten Head Start spending per child enrolled is approximately $7,463. In 2002, funding for the 2001-2003 biennium was cut from $58.5 million to $55.2 million. Oregon's Head Start Program experienced a funding cut in the middle of the 2001-2003 biennium. Further cuts for the 2003-2005 biennium were approved and have resulted in reductions in the number of children served throughout the state. Local matching dollars are not required by the legislature. Oregon does not appear to have policies that address funding for universal access (National Institute for Early Education Research, 2003).
· According to the Oregon Funding Equity Panel, a reality of the post-Measure 5 environment is that the state has assumed a central funding role and sets distribution policy. The Panel reports that the current method of distribution is for the state to assume control of all local and state revenues and to allocate funds to school districts based on a district’s weighted student population with a capitation formula. Districts can then determine how the funds are used to meet state academic and performance standards.
· In the December 2002 Quality Education Commission report, the QEC reported that full implementation of the Quality Education Model (QEM) would cost $6.995 billion for the 2003-05 biennium, or $6,589/ADMw21 in the first year and $6,832/ADMw in the second year. Actual funding for 2003-05 was $5.2 billion, later reduced to $4.9 billion due to the failure of Measure 30 in February 2004. This represents funding K-12 education at 69% of the amount recommended by the QEC. (NOTE: The model used specific growth rates in areas such as retirement benefits that are higher than what will likely be experienced by schools. Lower growth rates in several areas will reduce the overall cost of the QEM for 2003-05) (Special Legislative Committee on Public Education Appropriation, 2004).
· Changes to the 2003-05 Legislatively Adopted Budget Ballot Measure 30/HB 2152:  Funding at the legislatively recommended $5.2 billion level depended upon a package of temporary income tax increases, which was expected to raise approximately $800 million. Following the end of the 2003 legislative session, citizens gathered enough signatures to refer this tax increase to the ballot. The voters rejected the proposed tax increase on February 3, 2004. Failure of the measure put in motion a series of budget cuts (HB 5077). Among them, the State School Fund was reduced by $284.6 million General Fund. The defeat of the measure, which included a cap on the discount for early payment of property taxes, also results in a reduction of about $14.3 million in Other Funds from property taxes for the State School Fund. (Special Legislative Committee on Public Education Appropriation, 2004)
· It is the determination of the Ballot Measure 1 Committee that the level of K-12 funding is insufficient to meet Quality Education Commission recommended levels. The failure of Ballot Measure 30 increased the level of insufficiency.
· In 2001-02 Oregon ranked 25th in public school revenue per student ($8,429). In 2002-03, Oregon ranked 41st ($7,539) (National Education Association, 2004). The NEA and the Oregon Cost Panel report that in 2002-03, Oregon received 37.2% of its revenue for K-12 public education from local governments, 52.2%, from the state, and 10.6% from the federal government. In 2001-02, Oregon received 35.3% of its revenue for K-12 public education from local revenue, 56.2% from the state, and 8.5% from the federal government.  According to the NEA, Oregon ranked 32nd in 2002-03 in local public school revenue as a percentage of combined state and local school revenue. However, given local differentiated tax structures, local revenues may change the above percentages thus creating a funding imbalance.  For example, Multinomah and Eugene County have a local form of taxation.  These revenue streams have the potential for creating imbalances in the statewide model. (Oregon Preliminary Cost Panel Report, 2002 and National Education Association, 2004).
· In 2002-03 Oregon spent $7,242 per enrolled student, or 92% of the national average. Per student in ADM (NEA uses this term as average daily attendance), Oregon spent $8,185 per student in 2002-03, or 97.1% of the national average (National Education Association, 2004).

· Oregon ranked 13th in per capita expenditures for higher education in 1999-2000. Oregon ranked 26th in per capita expenditures of state and local governments for public K-12 schools in 1999-2000 (National Education Association, 2004).

· The State Board of Higher Education has agreed to the program design and constitutional protection of the Access Scholarships for Education Trust, or ASET, program.  The Access and Affordability Working Group, which is leading the Board’s effort to develop the ASET initiative, has worked with a diverse group of 2- and 4-year colleges and universities to work through development of the ASET initiative – an initiative with the purpose of increasing funding for need-based aid in the state.  The Working Group has used elements of the Federal Pell Grant and the current Oregon Opportunity Grant as models for the program guidelines. Eligibility for the program would be based on family income and assessment of certain assets; and eligibility would be more of a slope versus a strict cut off, thereby allowing more middle-income families to gain some relief. Long term, the Working Group hopes to establish a constitutionally protected endowment that would ensure that needy students could access these grants even in times of economic downturn (OUS Office of the Chancellor May 7, 2004 press release, www.ous.edu/news/press/060404b.htm).
· ASET funds will be available for students to use at any eligible two- or four-year college or university in Oregon, including public and private nonprofit institutions. The current proposal is that the maximum grant award (cap) would equal tuition and fees at public institutions – average of $5,200 at 4-year and $2,800 at the community colleges for 2004-05 (AAWG, State Board of Higher Education, 2004, www.ous.edu/workinggroups/AAWG/work/7_04_AAWG_Briefing.pdf).


P-16 Finance ~ Examples from Other States
Currently no other states have any “models” of P-16 funding systems.  In order to give Oregon policymakers a sense of how one state focuses its resources on P-16 initiatives, ECS researchers interviewed Dr. Jan Kettlewell of Georgia, who has been working on creating a P-16 system for 10 years.  This is one snapshot of how the Georgia focuses resources on P-16 initiatives.  






P-16 Finance Policy Questions
· How has Measure 30 impacted Oregon’s education finance streams?

· What kinds of state financial incentives and support are available for the education sectors to work together on P-16 projects and Initiatives?

· Are high school per-pupil allocations, postsecondary per-credit allocations, and state aid/incentive dollars combined or leveraged? 

· Are there systemic disincentives for high school participants in dual enrollment because the high school loses money when students leave? Are higher education institutions required to accept credits from dual enrollment programs?  Are the credits applied to degree-completion requirements?
· What fiscal incentives are in place for the education systems to move students through high school early? (For example, Utah’s New Century Scholarship Program was created by the 1999 Utah Legislature to provide scholarship opportunities to Utah students who complete the requirements of an associate degree or its equivalent at a state institution of higher education by September 1 of the year that their class graduates from high school.  The scholarship awards can equal 75% of an eligible student's tuition cost for up to two years (60 credit hours) at any of Utah's state operated institutions of higher education offering baccalaureate programs (http://www.utahsbr.edu/html/new_century.html).
· Can secondary/postsecondary funding streams be merged?  (For example, can the state merge high school per pupil allocations, postsecondary per-credit allocations, and state financial aid or incentive dollars?)
· Do private and public providers of early learning programs work together on funding issues? Do they collaborate on private funding or federal grants?  Have they worked together so that their budgets are comparable?
· Can the state identify the “transition cost” when a student moves from secondary to post-secondary education?  What is the cost of remedial education? Should secondary schools be responsible for any of this cost?


P-16 Finance Considerations for Discussion


In the research conducted by ECS for this project, no current “models” of P-16 finance systems were found.  In part, this is so because:

“School finance reform is politically difficult. It often shakes up the status quo and threatens the vested interests of individuals and groups who benefit from existing arrangements. It may require more spending, at least in some places. Reforming education finance, like reforming education more generally, will require steady, focused pursuit of a coherent agenda over time to make a difference. Policymakers willing to make the needed changes need support from business leaders and others, not only helping design effective policies but in maintaining the political backing necessary to defeat those who would return to business as usual” (Committee for Economic Development, 2004).

As such, the following recommendations are very general and terse.  They are a compilation of national recommendations, research reports and conversations from experts that study finance issues.  These are theoretical recommendations and should be considered as conversation “starters” to the very complex issues of financing education systems.

· Allocate resources more effectively across districts and schools.

· Create incentives for improved performance (pay for performance).

· Link school funding to the costs of meeting education standards.

· Determine the total cost, and per pupil cost (from public and private sources as well as student tuition) for early learning, K-12 and postsecondary education programs. Most states do not know what is spent on private early learning programs – and they do not often think of postsecondary education spending in terms of per student cost.

· Align funding with P-16 organizational structures:

· Create a P-16 innovation fund of combined pre-kindergarten, secondary, and postsecondary per-pupil revenues to work on joint P-16 initiatives for the state.

· Tie completion of college preparation curriculum to state financial aid eligibility.
· Allow public colleges to claim FTE or student credit-hour reimbursement for dual enrollees (though community colleges can for many enrollees).

· Create an accounting (or accountability) system that tracks spending in early learning, primary, secondary and postsecondary education in order to determine adequacy as it relates to accountability. 
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Appendix A:

Details About Oregon’s Education Funding System

Distribution Formula:

· Oregon uses a modified foundation formula system to distribute education funding to their school districts. The following is a description of how Oregon’s K-12 funding program worked in FY 2003-2004 (This information comes from the Oregon Legislative Revenue Office):

The State’s General Purpose Grant  =  Student’s ADMw X $4,500 (Adjusted by Teacher Experience)

General Purpose Grant + Transportation Grant + High Cost Disability Grant + Facility Grant 

= Total Per Student Funding.

Note: ADMw means a student's weighted average daily membership. 
Transportation

· According to the NCLS Education Finance Database, Oregon’s Weighting Procedures are as follows: Kindergarten: 0.5; Special education: 2.0; English as second language: 1.5; Pregnant and parenting: 2.0; Students in poverty: 1.25; Neglected and delinquent: 1.25; Students in foster homes: 1.25; Elementary district students: .90; Union High district students: 1.20; Small School Varies (327.006 - 327.731) 327.013 specifies how the State School Fund distribution computations for school districts are computed.
· A district must get approval of the Department of Education to qualify more than 11% of its students for the special education weight. The poverty weight is based on a census count of the number of children in poverty families. It is not based on identifying individual students, but a group. Likewise state data on students in foster homes and in facilities for neglected and delinquent children are group counts. Elementary districts do not offer a high school education and typically spend less than the average per student while the union high schools that serve these areas spend more than the average. The union high and elementary weights are designed to shift funds between these districts without affecting the total available in the geographic area. These weights apply to only a few exceptions as most elementary and union high districts were required to merge into unified (K-12) districts by 1996-97.

· Students enrolled in a small school receive a higher weight. The weight is based on grade level, average grade size, and distance to the next nearest school site. The smaller the school, the higher the weight. To qualify, elementary schools must be more than 8 miles and secondary schools more than 10 miles from the nearest school. This weight is based on the size of each school, not the size of a school district. A few large school districts have remote small schools qualifying for this additional funding. Weighting for small high schools not meeting the distance requirements is currently in a phase-in period.


· Adjustments for Special Factors: Teacher Experience Adjustment. Virtually all school districts have pay schedules based in part on teacher experience. As teacher experience increases, so do salaries. Incorporating this into a student weight was a real problem, so an adjustment factor was added to the base funding per student. This factor increases (or decreases) each district's base funding per student by $25 for each year the district's average teacher experience exceeds (or falls short of) the statewide average. Statewide these district gains and losses balance out.

Funding Capital Cost:

· The NCSL Education Finance Database reports the following regarding Oregon’s State Capital Outlay and Debt Service: State school aid is not provided for capital outlay financing except for a Facility Grant of up to 8% of cost of new classroom space. The Facility Grant is intended to provide funding to equip a new facility. Capital outlay needs generally are met from the sale of bonds. Bond issues require voter approval. Once approved, the levy to pay the principal and interest is not subject to any tax rate or levy limitation. Bond levies are passed by a simple majority of those voting if offered in November General Elections. If they are placed on the ballot at other times the double majority rule applies, there must be a turn-out of 50% of the registered voters and a 50% approval. Bonded debt amounts are limited to the following percentages of real market value of all taxable property in a district: For each grade K-8 for which the district operates schools, .0055 of real market value. For each grade 9-12 for which the district operates schools, .0075 of real market value.
Property Taxes:

· According to the National Conference of State Legislatures (NCSL) Education Finance Database regarding Oregon’s local assessment rate, property is assessed at a percent of real market value, which is constitutionally defined as the minimum amount of cash that could reasonably be expected in an arm-length transaction during the period for which the property is taxed. A further constitutional provision required each property’s maximum 1997-98 assessed value to be rolled back to its 1995-96 assessed value minus 10%. In future years, the assessed value can grow up to 3% per year but cannot exceed real market value. Oregon statute provides for exemption or special assessment for certain types of property. County assessors determine the value of property in each of the 36 counties, except that utilities and some large industrial properties are centrally assessed at the state level. Statute requires that each property be physically re-appraised every six years.

· According to NCSL’s Education Finance Database, Property taxes constitute the predominant source of local district revenues. Other sources of local revenue include a County School Fund, timber revenues, and a Common School Fund. All of these funds are factors in the state distribution formula and serve to reduce the state’s contribution. Tax levies are limited by two constitutional provisions. A simple majority vote is needed for levy approval. With the exception of the general election date, at least 50% of eligible voters must cast a ballot. However, there is a cap of $5 per thousand of real market value and there is limited authority to levy outside the limit. A further constitutional provision required each property’s maximum 1997-98 assessed value to be rolled back to its 1995-96 assessed value minus 10%. In future years, the assessed value can grow up to 3% per year but cannot exceed real market value. Oregon statute provides for exemption or special assessment for certain types of property. County assessors determine the value of property in each of the 36 counties, except that utilities and some large industrial properties are centrally assessed at the state level. Statute requires that each property be physically re-appraised every six years.

The Georgia P-16 Story (continued)





To avoid these problems, and to move their P-16 system forward, Georgia took the approach of securing private money for small portions of the P-16 agenda that were mutually agreed upon by all education sector (and business sector) stakeholders – then they used that funding as traction to go to the legislature for matching funds. After determining where the mutual, committed interest was in potential P-16 initiatives and where the funding opportunities were, education leaders within the partnership wrote targeted grants. These grant projects included detailed partnership arrangements among all stakeholders such as “memorandums of understanding” and an outline of what every partner was expected (and held accountable) to contribute. In addition, partners were often expected to give matching funds or staff time from their organization to the project. 





This process, as more grants were brought in and projects were successful, slowly built up credibility within the state across education sectors and stakeholders. As such, the ideas gained traction in the state – that then engendered sustainability of these initiatives that have maintained momentum throughout a ten-year period.








The Georgia P-16 Story





Context and History:


In 1995, the first Georgia P-16 Council was created by Governor Zell Miller. This new entity started Georgia educators and policymakers down the path of thinking about their education system in a P-16 way.  Miller’s successor, Governor Roy Barnes, replaced the council with the Education Coordinating Council (ECC), keeping the P-16 philosophy but changing the composition of the council.  The ECC includes all education agency heads and state higher education and K-12 board chairs, and the Governor as chair.  Lead P-16 staff members (one from each agency) form the working group for the ECC.  Governor Barnes – supported by legislative mandate –changed the voluntary status of the Council to mandatory. The legislation dictates that the ECC should be convened by the governor at least four times per year – which it was – with all members in attendance. When Governor Sonny Perdue came into office two years ago, the ECC stayed on the policy books but has not officially been convened. Despite no meetings, P-16 work has continued through collaborative initiatives of the state education agency heads and the P-16 lead staff members from each agency.





Financing Georgia’s P-16 Initiatives:


Jan Kettlewell, a leader with the original Georgia P-16 Council, the ECC, and Associate Vice Chancellor for P-16 Initiatives for the Georgia Board of Regents, in a recent telephone interview with ECS staff discussed how Georgia finances P-16 initiatives within the system. Kettlewell stated that P-16 is too often discussed as a broad, vague partnership between K-12 schools and universities, and the description does not lend itself to action, much less funding. This characterization is too amorphous for policymakers and therefore interested parties need to focus on specific elements of a P-16 agenda that everyone can understand, embrace and take action on. Two of those elements for Georgia include the specific education sector intersections that often outline P-16 agendas:  


Student flow (schools to colleges): Ensuring students are prepared to succeed in college


Educator flow (colleges to schools): Ensuring educators are prepared to succeed in the workforce





By framing conversations through these two specific elements, Georgia established a mutual, vested interest with diverse stakeholders in the ideas behind P-16. Kettlewell surmises that this is the key to funding P-16 joint initiatives. She states that, “when stakeholders realize the interdependence of the systems – districts cannot prepare students without colleges and universities and colleges and universities cannot prepare teachers without districts – then both sectors have a stake (namely, a financial investment) in the process of improving the systems for all.”





Kettlewell concedes that the prospects of getting wholesale state funding for P-16 agenda are slim –- as are prospects for changing an entire finance system to be based on a seamless flow of students – pre-kindergarten through a postsecondary. This is the case because of the magnitude of change needed and the potential to instigate difficulties within organizational funding structures as well as other bureaucratic barriers.





(continued)
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To avoid these problems, and to move their P-16 system forward, Georgia took the approach of securing private money for small portions of the P-16 agenda that were mutually agreed upon by all education sector (and business sector) stakeholders – then they used that funding as traction to go to the legislature for matching funds. After determining where the mutual, committed interest was in potential P-16 initiatives and where the funding opportunities were, education leaders within the partnership wrote targeted grants. These grant projects included detailed partnership arrangements among all stakeholders such as “memorandums of understanding” and an outline of what every partner was expected (and held accountable) to contribute. In addition, partners were often expected to give matching funds or staff time from their organization to the project. 





This process, as more grants were brought in and projects were successful, slowly built up credibility within the state across education sectors and stakeholders. As such, the ideas gained traction in the state – that then engendered sustainability of these initiatives that have maintained momentum throughout a ten-year period.
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