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Welcomel

The Arizona Business & Education Coalition (ABEC) is embarking on the second phase of the school finance
reform initiative.

In the fall of 2008, ABEC began the work of envisioning a new approach to school finance. During that time,

the first series of public forums was convened in nine Arizona communities with the purpose of engaging
citizen leaders in learning about how the Arizona system works today and deliberating about whether the
current system is efficient, effective and adequate. In the spring of 2009, a project manager took the lead in
craftiwgman®sand gathering feedback from a vari e
the ABEC board of directors gave a “thumbs up” t

We now are convening a second series of public forums on school finance. The purpose of this series of forums
is to bring together a variety of stakeholders to engage in public deliberation about the proposals offered by
ABEC to redesign how we fund Arizona schools. The goals for these forums are:

« to generate public awareness about the proposals for school finance redesign,

« to clarify and catalogue for policy makers the values held by Arizonans about the choices and trade-
offs necessary to redesign a finance system, and

« to generate interest and commitment in being engaged for next steps to action.

Since the founding of ABEC in 2002, almost all conversations about school improvement end with discussion

of school funding. Rhetoric flies throughout the media about varying comparisons, state-to-state, on school
funding levels. And the mantra from somef r ustr at ed stakehol ders i s “ m
while at the same time, researchers verify that how money is allocated does make a difference. According to

the study commissioned by the Gates Foundation, Funding Student Learning, the system itself is the problem.
“State education finance systems were not design
to be redesigned to support student performance.

Redesigning the Arizona school finance system has not been done since 1980 - 30 years ago. It will be a
massive effort and will require an understanding of the issues, as well as the necessary trade-offs. As a recent
researcher from the Kettering Fouabdsavehicle for achieving e ,
meani ngf ul system reform.” Thus, community | eat
public in a constructive way so that they can play a role in the reform process. If you are interested in this

effort, please leave us your contact information and stay connected to us through the website at www.azbec.org.

We appreciate the support of our partners in convening these forums in your community.

Susan Carlson, Executive Director
Arizona Business & Education Coalition

AEducati on needs to be redesigned to support student pelrfo
resource management is needed, one that steps back from incremental fundiregs)area programs and conventional practices to

tackle the more basic question: How can resources suppojrt
~ Dr. Jacob Adams, Claremont Graduate University Professor and founding director of the School Finance Redesign Project
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Forum Format

After a brief overview of the ABEC School Finance Reform Initiative and an introduction to the proposals
ABEC is advocating, you will be asked to deliberate about three of these proposals. The proposals each pertain
to different aspects of school finance and influence each other. Using the discussion guide, you will be asked
during your deliberation to focus on key elements of the proposal and their respective possibilities and trade-
offs. These proposals each suggest a set of priorities and values for dealing with school finance that are different
than what we know today.

Forum Discussion Guidelines

The forum is meant to be an open dialogue among participants, with a neutral moderator. Here are a few ground
rules to help guide you through your discussion:

T
)l

Everyone is encouraged to participate. No one or two individuals should dominate the conversation.

This is a broad discussion, focusing on general issues affecting school funding throughout the state
rather than specific schools or situations.

Listen to one another.

Try to understand the other person®s point
Maintain an open mind and explore new ideas.

Speak your mind freely, while maintaining respect for the opinion of others.

Do not hesitate to question other participants to learn more about their ideas.

Remember that this is not a debate.

Address your remarks to the group, not the facilitator.

Thank you for your participation and wisdom. The results of this series of statewide forums will be compiled
into a comprehensive report that will be provided to the ABEC board of directors, linked on our website at
www.azbec.org , and provided to policy makers.
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What are the Issues?

Currently, there is no direct connection between the money we spend on education and student learning. The current
school finance system was last updated in a comprehensive way in 1980 —a full 30 years ago. The participants in our first
round of forums identified several difficult issues in the current system:

9 complexity of the school finance formula,

9 the lack of transparency in the system,

9 the impossibility of tracking school district expenditures to the student to be able to assess effectiveness.
In fact, the current system of funding was developed without a connection to student performance. There is no real way to
identify whether or not the system is effective or efficient. And, although the per-pupil funding level appears to be
inadequate, there®"s no concrete way to determine whet

The funding system, though, is a piece of the bigger picturegarding what we expect from our children, how we track
and measure our success with teaching and learning, and how we use our scarce dollars to best meet the needs of all
students. This is the opportunity to improve the bigger picture and to do our best to connect student learning to resources.

Issue: Expectations. The AIMS test is a 10" grade test, setting the bar too low for Arizona grads competing in a
21% century market.

Issue: Tracking meaningful data. The statewide data system cannot now collect data on practices, strategies or
expenditures at the school level or in the classroom. It is not now visible to educators or policy makers whether
we are spending scarce dollars on strategies that work, or strategies that make little or no difference at all in
student learning. The school finance system was never set up to support ambitious learning goals. We cannot
make connections for analysis and decision making.

Issue: Setting a per-pupil funding level. Historically, establishing the per-pupil funding level for Arizona
schools has been a combination of rhetoric and guessing about anticipated state revenue, but never about
sufficiency. The qguest i onButrthe ansver ds illisise bécalse the systamewlas i s
never designed to support learning goals.

Issue: Restrictions on use of funds. How educati onal resources can be
they are allocated. Requiring funds to be spent according to strict parameters is a barrier to innovation and often
prevents educators from using the money in the best interests of their student population and community.

Issue: Using scarce tax dollars effectively. Policy makers, the public, and educators cannot now know if
specific strategies work with specific learners.

Issue: A fair and stable tax structure. Arizona must provide a stable and diversified tax revenue with a tax
burden fairly shared between business and residents.

Issue: Paying for the construction of new schools. Th e st at déuhdswhiah eurreatly duhds all new
school construction is tremendously impacted, particularly in a growth economy.

Issue: Outdated education law. Title 15 and State Board Rule govern education. Laws have been enacted over
time and added without removing those that no longer have pertinence.
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Redesigning the Funding System

The ABEC Model

Creating a new funding system is about much more than
putting a new number on a bottom line. ABEC leadership
decided this effort would not be a tweaking of the current
system, but an opportunity to envision a new system - a
Funding Level & system that attempts to link school funding to student
Structure |l earning. These proposdl s
Aadlallisjites working together to create a new funding system and

Districtsand

Schools phased in over time.

To that end, the ABEC school finance leadership team
developed five guiding principles which would frame any
proposals that resulted. These guiding principles are
fairness, flexibility, rewards and incentives, sufficiency,
and transparency.

Using the study Funding Student Learning from the School Finance Redesign Project as a guide, along with feedback
from various focus groups and experts, a comprehensive set of proposals, which, together create a model for education
finance, was developed and approved by the ABEC board of directors. Essentially, we answered a set of questions such
as:

What should we expect from ourselves and our students?
High expectations must be set for all students and their support systems.

How will we know whatv e 6achéevel?
Resources (including money) must be tracked to the student level for analysis by a statewide comprehensive
data system.

Howwill we as a state sygort educatiof?
The state revenue structure must be consistent, stable, and able to support student increasingly higher levels of
student learning.

How will the money be distributed?
The first “approximation” f or evidineofsuccdsso ol fundi ng
Local communities must share in the costs of building new schools.

How will the money be used?
Flexibilityi n t he form of “lump sum” funding to school ¢
Accountability would be reflected by the loss of that flexibility if strategies do not result in increasing student
achievement.

How can ve remove unnecessary barriers?
Review Title 15 and State Board Rule to identify any requirements and restrictions currently in place that
impede flexibility, innovation, and efficiencies in the use of resources in schools and districts.
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Workunderway: ABEC as nsupporting actoro

Three of the ABEC proposals are being carried forward by others and ABEC will be a supportinga d v o ¢ aattoe' dbry *
staying in touch with the progress and educating others about the outcomes. Proposals being carried forward by others are:

High expectations: Ar i zona"s current measure of student
standards at the 10th grade level. This standard of academic excellence short changes our children and our
state. ABEC believes t hat Ari zona"s school f
expectations for student success.
Status: Governor NPa2f Gduncilt cammmitéd sArizona as a member of a consortium of states
which have developedtheCo mmon Cor e st andar dZ) CoordinatagGownail happropofed janmeg r * s
a consortium of states to develop an assessment much more rigorous than AIMS. This plan is being submitted to the US
Department of Education for stimulus funding but will go forward with or without that funding.

Comprehensive statewide datasystem: ABEC" s school finance reform initiat
a statewide data system that links school funding to the student to enable analysis of student performance rwﬁ

and the effects of enrollment and staffing. This data system must be able to track and report on = hﬁﬁ‘\
expenditures at the school level as well as to identify and track best practices. S 4

Status: The Arizona Department of Education has applied for a grant to fully develop a statewide

longitudinal data system that will track funding to the student, as well as identify and track best practices.

State revenue structure: The call for tax reform has rung in our state for several years, but little political will
has given positive results. To assure that our systems are funded by a consistent, stable, and fair revenue stream,
our statewide tax structure needs to be comprehensively reviewed and, as necessary, reformed.

Status: ABEC will call for and encourage the study and reform of our tax structure. While not the lead advocate
or , ,8ABBECuwvill S8eek to participate with others in this vitally important effort.

ABEC as Lead Actor

The remaining ABEC proposals have direct relevance to the school finance structure. Her e* s wher e our d
were the most challenging and your deliberations will be most helpful.

Evidencebasedapproach to per pupilfundinglevel: Set t i ng t he “ f irthepdr-puglpupdimgplevedl, ma t i
based on research and evidence of successful practices.

Local flexibility paired with state accountability: Providing all school district funding from the state in a lump sum to
the school district and allowing it to be spent with as few restrictions as possible. Loss of that flexibility results if student
performance benchmarks are not met.

New School Construction and RenewaProviding for local communities to share in those costs.

Title 15 and State Board Rule:Reviewing the laws that govern Arizona schools (Title 15 of Arizona statutes and
} rulings from the State Board of Education) to remove old laws that inhibit flexibility for educators in spending

their funds. ABEC will work with others to convene a task force for this review and will work to create
There are many trade-offs embedded in these proposals. They are the basis of the discussions that follow today.

policy change as necessary to remove or waive such restrictions.
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Proposal: Evidence-based approach to per pupil funding level

The “per pupil” funding amount is decided each
funding | evel s, a cost of l'iving index, pandu s«
allocated to school district through a complicated school funding formula. Each legislative session there is
controversy about how Ar i zother siatessand fjuastiods iaboutyhow neushe |
funding is enough. Instead of a funding formula as we know it, this proposal suggests that the first
“appr ox ithabigthe fondifg level the state beginswith—s houl d be bas edscerd”a mo“desvi.

The evidence-based approach calculates the cost of strategies with a trackorelcof success, as defined by educational
research or recommended best practices from professional organizations. Strategies (and costs) are aligned with
needs of small and rural schools, English Language Learners, struggling and special educagmsdtising this
approach to establish the per pupil level of funding, along with the analysis that will come from a statewide da
collection system, will enable policy makers to modify that funding level over time, using data that emerges from the fie

What the proposal does:

o« Thisprovidesar esearch, or evidence, basis for arriving a
level.

« This approach accounts for the needs of different groups of students, resulting in a different per pupil amount for
each district, based on the district"s demographi

» This approach provides a basis for increasing or reducing per pupil funding, depending on emerging evidence
from the field.

«  While the funding level is based on the evidence of certain strategies, schools are not required to use their funds
on those strategies as long as they meet expectations, but the proposals encourage the use of best practices.

« This approach implements a model developed for Arizona whose research is still found to be appropriate and
applicable and in which costs have been updated.

Trade-offs and Consequences:
9 This approach might not provide for all the unique situations found in schools and school districts.
There will always be disagreeme nt surrounding the “evidence”.
It will be impossible for all stakeholders to agree on the sufficient funding level.
| t guarantéed that schools will use best practices.
Evidence might show that some lower-cost strategies are more effective, leading to a decrease in funding levels
over time.
9 Educators may need to change instructional practices and may require professional development to do so.

)l
)l
)l
)l
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Proposal: Local Flexibility paired with State Accountability

School district leaders have reported that flexibility in how they manage their funds is a true reward for them.
Currently, school funding i s all ocated to scho
operations”, “capital 7 “soft capi t al & restrittibns farn s p
how to spend the money within that allocation. In addition, there are state grants given to school districts that

have parameters within which the funds must be spent.

This proposal advocates that the funding distributed to a district b e i n o n eontagin@lbftnting fomirdtruction,
instructional materials (including books and technology), administration and operations, general maintenance of buildings
and transportation. Additionally, the funds should be provided in a way that allows districts the maximum flexibility on
its use so that education leaders are fully empowered to exercise local control on behalf of student learning.

Providing districts and schools flexibility and autonomy in how monies are spent should encourage

innovation and alignment of resources to student achievement. District-chosen practices can be used to ‘:’
increase student achievement. However, flexibility and autonomy for school districts must be subject to .
accountability by the state. This proposal will adopt a set of guidelines on the use of resources for districts

and schools that fail to meet the benchmarks set out for achieving high expectations. Districts would then lose flexibility
and be required to reallocate funding to best practices and evidence-based strategies.

(The evidence-based approach calculates the cost of strategies with a track record of success, as defined by educationz
research or recommended best practices from professional organizations. Strategies (and costs) are alighed with
needs of small and rural schools, English Language Learners, struggling and special education students. Using t
approach to establish the per pupil level of funding, along with the analysis that will come from a statewide dai
collection system, Wienable policy makers to modify that funding level over time, using thataecmerges from the
field.)

What the proposal does:

9 Create one flexible allocation to districts that contains:

0 Instruction

0 Instructional supplies (including books and technology)

0 Administration and operations

0 General maintenance of facilities

0 Transportation
Allows local educators to determine the instructional needs which serve their local communities.
Allow districts to create their own teacher compensation and rewards models.
Encourage innovation and forward thinking by removing barriers perceived to be hindering reallocation of
resources.

=A =4 =4

Trade-offs and Consequences:

1 While flexibility is attractive, it is contingent on the achievement of high academic expectations for all students.
Schools will lose the flexibility without results in student achievement. Funds would then be moved to support
research-based practices.

9 Without rules and regulation districts will have the flexibility to succeed and the flexibility to fail in their use of
funds. School by school reporting will make that success or failure public.

1 Without outside restrictions on the use of funds, special interests within school districts may have undue influence
on resource allocation decisions.

9 The use of public dollars deserves government oversight to ensure that funds are being used wisely. Allocating
one lump amount leaves too much room for potential mismanagement or abuse of funds, unless there is an
effective statewide data system in place with the ability to analyze use of funds.
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Proposal: New School Construction

g Currently, there is no dedicated revenue sou
S i Provides all funding for the construcion of new school s which has
B ; .
& il iy general fund and allows the funding of school construction to suffer when state revenues are down.
: The School Facilities Board (SFB) manages the construction of new schools.

This proposal will create a revenue stream from both state and local taxes. The monies raised will be directed to the SFB.
Because charter schools do not have to comply with the SFB requirements, a charter school* s por ti on of th
directly to the charter school and not to the School Facilities Board.

What the proposal does:
1 Creates a source of revenue for the School Facilities Board through a formula comprised of state and local
monies.
9 Provides for the construction of new school buildings, the renovation of existing buildings and the correction of
severe building deficiencies.
9 Ensures stability of the funds by stipulating that Building Renewal (BR) money encumbered for future projects
cannot be “swept” by the state |l egislature in tim

Trade-Offs and Consequences:

9 The SFB will need to expand its role and possibly change its structure to better address the learning aspects of
school construction.

Local communities would share in the costs of new school construction, possibly affecting local property taxes.

1
9 High property-wealth districts will pay for a greater share of school construction than lower property-wealth
districts, as they currently do for the funding of Maintenance & Operations.
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Thank you

To our conveners,

To the Arizona Community Foundation for their interest in public engagement and grant in support of
these forums,

and to you, one of the thoughtful key leaders, for your time and interest in the consideration of how we
fund Arizona public schools.

Further Reading

School Finance Reform Initiative
http://www.azbec.org/schoolfinance.cfm
more information on each proposal: http://www.azbec.org/files/sfr_proposals.pdf
Phase | Public Forums report: http://www.azbec.org/files/Forum_Report_June09.pdf

Funding Student Learning
http://www.crpe.org/cs/crpe/download/csr files/pub sfrp wrkgrp oct08.pdf

A Policy Strategy For Funding Student Success
http://www.edsource.org/assets/files/convening/Adams_brief.pdf

Adequate Funding Analysis
http://www.lopassociates.com/PDFs/AFSFinal AOLongl.pdf

Staying Connected

For updates and to stay connected with this Initiative, visit our website at www.azbec.org periodically.

To provide additional thoughts on strengths and concerns on these proposals click on COMMENT in the middle of the
home page at www.azbec.org.

About ABEC
The Arizaa Business & Education Coalition (ABEC) is a SDt(gpnization providing a balanced forum for business and education

leaders to collaborate and improvelR education policy, with linkages to gkandergarten and postsecondary education. Guiding
princh Lt S& Ay Of dzRSY AYyONBlFaAy3d Lzt AO | g NBySaa | o2dzi (K$2|[NEf
system; actively and effectively influencing education policy; and sharing responsibility for the growth of student achigveme
Arizona. For more information, visitww.azbec.org

In 2007 ABEC was selected Leader of the Year in Public Policy for Education by the Arizona Capital Times.

Ly wnny ! .9/ NBOSADBSR (K Srizént SehooNdablicRdlationdASé&ittlorS y OS¢ FTNBY G K|S |
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