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Executive Summary

How school districts budget matters.
Colorado local K-12 agencies are at the
forefront of improving how resources
are distributed to benefit students more
directly and efficiently. Through student-
based budgeting (SBB), six school districts
have prioritized student need over
administrative convenience with a cost-
effective approach that places more funds
under individual school control. SBB
promotes the following established benefits:
* Transparency: to show more clearly
how many funds are distributed to
individual schools, and for which
purposes
* Equity: to ensure a rough parity
of funds distributed based on actual
identified student need
* Flexibility: to give school leaders
and communities the power and
responsibility to make more program
decisions with budgeted dollars

In essence, SBB extends Colorado’s
established system of “local control”
beyond district headquarters to decision-
makers closer to individual students. It also
bolsters parental choice, by directing more
dollars to follow students directly to where
they learn. Budgeting system upgrades
often are motivated by a combination of
strong leadership, provider competition,
and (real or perceived) resource constraints.
Smart implementation requires broad
engagement and careful inquiry into
existing conditions, along with a number
of critical policy options.

Falcon School District 49 in Colorado
Springs has developed and enacted the
state’s most robust system of SBB, which
works in conjunction with the district’s
unique model of decentralized innovation.
Under the guidance of a forward-thinking
chief budget officer, the low-funded district
gradually has unveiled a system that
significantly expands the potential to serve

individual student needs through greatly
empowered local decision-making. Other
districts have crafted their own versions of
SBB to achieve various benefits:

* The state’s first SBB district, Poudre
has adjusted its weighted funding
system based on careful feedback
from school leaders and community
members.

* Denver continues to expand
autonomy with a thoughtful process,
detailed formula, and related initiatives
to measure school performance and
promote parental choice.

* Douglas County leaders have used
SBB to build a culture that empowers
individual schools to save funds for
local priorities.

* Adams 12 has communicated
clearly its work to enhance principals’
budgeting authority.

» Jefferson County is taking a sizable
but carefully planned jump into SBB in
2015-16.

All districts looking to adopt or enhance
SBB systems ought to consider pursuing
the following best practices in order to
maximize benefits:

1. Employ detailed accounting to make
allocation opportunities more apparent.

2. Communicate clearly and consistently
to build broad support among the
community.

3. Phase out “crutches” that hold back
resources from aligning with student
needs.

4. Find more room for autonomy in
spending authority and revenue
streams.

5. Provide for carryover so schools can
save funds for locally chosen priorities.

6. Empower choice and portability for
parents to match resources more
responsively.

Through student-
based budgeting
(SBB), six school
districts have
prioritized stu-
dent need over
administrative
convenience with
a cost-effective
approach that
places more
funds under
individual school

control.




7. Incorporate academic weights to
motivate improvement and to reward
success.

8. Re-examine actual, rather than
average, teacher salaries in order
to level the playing field and give
individual schools more purchasing
flexibility.

Introduction

Led by Falcon 49, a growing number of
Colorado local K-12 agencies have set the
pace for student-based budgeting standard
to increase transparency, equity, and
flexibility in how resources are used. More
opportunities lie ahead for these school
districts and other adopters to expand and
accelerate its benefits.

SBB ensures
more funds, and
the decisions
that accompany
those funds, fol-
low individual stu-
dents to the sites
where they are

served.

Imagine a school district that housed an
administrative supervisor on campus in a
trailer without water hookups, in order to
ensure maximum dollars address specific
student needs. A district near Colorado
Springs, Falcon 49, has put the demands
of student-based budgeting to the test,
and is beginning to reap the rewards. The
changes began with accounting codes
and allocation formulas, but bear fruit

in learning and program opportunities
directed through principal’s offices and
classrooms.

How school districts budget matters.
Most local K-12 agencies fall short of
their potential to distribute resources

in ways that most directly benefit the
students who need them. School districts,
like other government agencies, tend to
utilize systems that provide simplicity
and convenience for administrators and
central operators. Rigid formulas and
policies dictate the path and purpose of
far too many funds, sacrificing measures of
efficiency and informed decision-making,

Dissatisfied with the standard model, a
number of Colorado districts instead have
taken steps to rethink how significant
shares of dollars are directed. Adopting
student-based budgeting (SBB) often entails
a jolt of effective leadership and perhaps
the growing threat of competition. SBB
ensures more funds, and the decisions that

accompany those funds, follow individual
students to the sites where they are served.

Colorado’s K-12 revenues are relatively
restrained, and voters tend to express
skepticism toward large-scale education tax
initiatives. Families also have substantial
access to choose charters and other public
schools through open enrollment. SBB
increases the attractiveness of choice
within the K-12 public system by ensuring
a reasonable and substantial share of
dollars follow individual students to the
sites where they learn. A more cost-
effective approach to budgeting and
allocation is one key strategy to attract
greater financial support through voter-
backed funding and student enrollment.
The various applications of SBB by
Colorado school districts illustrate

a diversity of approaches within a
commitment to the core principles of
SBB. Their experiences also reflect the
myriad goals set to pursue this approach.
Commonly cited objectives for funding
allocations include more transparency,
greater equity, and added decision-making
flexibility. These goals align with the
benefits commonly identified in national
literature:'

* Transparency provides a clearer
picture of the amount and purposes
of funds that travel through a district’s
central offices to individual schools




* Equity means that the funds
available per student achieve a rough
parity, often based on distinguishing
characteristics of distinct, individual
student needs

* Flexibility empowers school leaders
and communities to make more
program decisions with budgeted
dollars, closer and more accountable to
the students served

The stated goals for today’s established and
emerging SBB systems mirror those used
in the movement’s early days among some
prominent urban districts in other states.
In the early 2000s, researchers studying
reforms in Cincinnati, Houston, and
Milwaukee observed:

In most cases, schools have little
influence over the resources they
receive and little flexibility in how
they can use them. Yet, if schools
do not have equitable access to
financial resources, and if they
are not free to use the resources
they get in ways that address their
own priorities, then demanding
equivalent results from all groups
of students as new state and
federal requirements increasingly
do is both unfair and illogical.”

What is Meant by

The Reason Foundation, which has
studied the principles and implementation
of this approach extensively, makes the
highly valid point that “student-based
budgeting is not a silver bullet.”” Based on
Colorado’s experience, one cannot draw
direct causal links between a robust SBB
system and increased student achievement
or attainment. Not all the districts

studied in this report have been able to
meaningfully measure success at meeting
their stated goals for SBB. Yet there are
strong indicators of more efficient use of
resources.

As with any initiative that promises
improved processes and the potential for
better student outcomes, the transition
presents real challenges for K-12
administrative personnel. Most principals
need time and training to take on the
added responsibilities that accompany
additional budget authority. Reliable
shared measures of accountability are
essential to balancing the extra autonomy
afforded to site leaders. And while the
district central office may be streamlined, it
also will need to change its role and adapt
to unfamiliar procedures that accompany
it.!

SBB?

There are many competing and
overlapping definitions of what constitutes
a system of student-based budgeting (SBB),
also known as student-based allocation,

or “backpack funding”. Such systems are
most clearly identified by designating a
significant share of per-pupil funding to
follow each student to the school where he
or she is being served. That money should
reach the school in the form of actual
dollars that can be spent flexibly at school
leaders’ discretion, not as district programs
or staffing formulas.” According to best

estimates, 33 school districts nationally
are known to use SBB (for a full list, see
Appendix).

SBB and robust school choice mutually
strengthen each other. A healthy SBB
system sends a clearer signal and a
stronger incentive to school-level leaders
as students enter or depart. Some schools
may feel effects based largely on the
exercise of residential choice, as economic
opportunities shift or new subdivisions are
built nearby. Colorado has longstanding

SBB and robust
school choice
mutually strength-
en each other.

A healthy SBB
system sends a
clearer signal and
a stronger incen-
tive to school-
level leaders as
students enter or

depart.




Implementing a
Nnew budgeting
system oriented to
promote greater
equity, transpar-
ency, and flexibil-
ity requires broad
engagement and

careful inquiry.

experience with public school choice.
Students are guaranteed the right to
transfer within and between school
districts, proscribed by only a handful of
conditions. Healthy local open enrollment
policies that give families, particularly in
urban and suburban settings, reasonable
access to a range of options enhance a
school leader’s incentive to direct resources
most appropriately to meet individual
student needs.’

Reason Foundation education expert Lisa

Snell explains the general effect of this

dynamic:
While the majority of schools will
show improvement once principals
control school budgets and public
schools begin to compete with one
another, if some schools cannot
improve, they may be merged with
higher-performing schools or they
may close.’

SBB also can be formulated to enhance
the effectiveness of educational
accountability systems. Principals are
given more discretion to make budget

and staffing decisions that trump previous
district policies and, in some cases, may
clash directly with negotiated collective
bargaining provisions that guarantee
seniority and transfer rights over individual
school and student needs.® Thus, a change
in budgeting opens the door to the
possibility of even greater autonomy for
principals.

At its core, SBB is built on the premise

of greater autonomy for principals and
school-level decision makers. Four of the
Reason Foundation’s 10 “benchmarks of

a robust school empowerment program”
are directly related to the creation of

a student-based budgeting program.’
Indeed, the way in which resources are
allocated based on student enrollment, and
the extent to which they are controlled

at the school level, are integral features

of site-based autonomy. Policies of
decentralization in K-12 education,
including the area of budgeting, are more
likely to hit the mark if they set schools
and principals free from staffing formulas
and related resource allocation mandates."

Making the Transition

Making the transition to student-based
budgeting requires far more than simply
rewriting a policy and flipping a switch.
Implementing a new budgeting system
oriented to promote greater equity,
transparency, and flexibility requires
broad engagement and careful inquiry:.
Analysts challenge districts looking to
follow the example of Cincinnati and
other early urban adopters of SBB to
answer a series of questions about current
conditions and procedures. Among the
topics covered are whether certain kinds of
schools entail higher operating costs, and
whether school-level funding is adjusted
based on identifiable student needs or the

“characteristics and quality” of teachers on
site."!

Reason’s Lisa Snell takes a broader look,
recommending districts follow numerous
“preliminary steps” in assessing their
current situation to begin the shift toward
SBB." In addition to examining whether
similar students are provided equitable
allocations across the district, two other
important research tasks are assigned.
First, a district needs to determine
precisely how much of the budget makes
up each of the following components:"

 Strictly school-level operations

* District central administration




* School-level services provided by the
central office

Second, district leaders must take a
hard look at budget sectors that can be
downsized. Especially in areas of declining
enrollment, school closure or consolidation
should be considered as a means to free up
dollars for SBB. More importantly, districts
need to audit administrative departments
and systems for opportunities to streamline.
Over three years of transitioning to this
kind of a system, Baltimore reduced
central office expenditures by one-third."

The process of moving forward with SBB
entails some fundamental decisions, Snell
observes, each with potential tradeoffs:”

* Pilot vs. Full Implementation:

A limited scale pilot program allows
district leaders to test concepts and
practices, but full implementation
provides the opportunity to reach
goals of choice, equity, and site-based
autonomy sooner.

* Phase-Ins and Guardrails:
Making the transition from a
traditional budgeting system to
a “pure” version of SBB might
entail dramatic shifts in funding
levels for some schools. Even after
implementation, a year-over-year
change could have similar effects.
Incentives that promote student equity
promise significant benefits. However,
policymakers should consider carefully
whether to provide for annual budget
change floors and ceilings to prevent
unintended consequences.

* Locally Controlled Expenditure
Categories: Some types of
expenditures (e.g, classroom instruction
and guidance counseling) can be
decided more easily at the school
level. District leaders need to decide
which budget categories fall strictly
under principal control, which have a
compelling reason to remain strictly
under district control, and which might
be given as a local option. Wherever

possible, school leaders should be
empowered to choose whether they
wish to use the central office as

the provider of particular services.
Marguerite Roza and the Edunomics
Lab researchers even recommend
applying SBB to district central office
departments to promote transparency
and to right-size them in line with
enrollment patterns.'

Shifting Revenue Streams into
the SBB Formula: Using standard
criteria of what could be distributed
fairly and promote more responsible
autonomous use at the school level, a
district should look to move as much
money as possible from the centralized
priorities of categorical programs into
the discretionary pot.” Leaders should
look beyond the state’s primary funding
formula for additional revenues that
could be directed into SBB.
Charging Schools Average vs.
Actual Salaries: School leaders

use a majority of their student-based
budgeting funds to “purchase” the
services of teachers and other staff
members. Except for a small number
of Denver’s innovation schools, all

Colorado SBB districts charge schools

an average teacher salary figure to Using the actual

prevent encouraging the hiring of salaries of newer

inexperienced instructors.'” Using teachers would
the actual salaries of newer teachers
would save money for schools to save money for

“purchase” additional staff or save for schools to “pur-

instructional materials, technology, chase” additional

or other resources. Some urban SBB
L staff or save for
districts in other states charge actual

salaries to help avoid the inequity of instructional mate-

concentrating less veteran teachers rials, technology,

in high.er-poverty schools."” In a or other resourc-
way, this approach levels the field to

. . es.
mcrease purchasmg power for more

disadvantaged schools. Giving schools
the option of using average or actual
salaries has some surface appeal,

but is not likely to address concerns.
This approach can create a cycle that




Further, without
student-based
budgeting and
broader decen-
tralization efforts,
‘local control”
extends no further
than district head-
quarters. School
leaders remain
accustomed to
operating in an
environment of

compliance.

drives the average salaries higher and

eventually pushes all schools to the

option.”

In addition to deciding the above issues,

two final key considerations need to be

made in enacting a system of student-
based budgeting:

l. Training and Tools: School districts
need to focus on the implementation
of student-based budgeting as an
extended process. To improve their
chances of successfully meeting goals,
districts should work incrementally to
train principals in both the big-picture
possibilities and practical aspects of
SBB. Both formal training sessions,
as well as small-group and one-on-
one meetings, can help achieve this
end. Further, the development of new
budgeting and accounting tools can
gradually enhance communication of

the detailed risks and opportunities
available to school leaders.”

2. Adjusting Enrollment: To create
a budget for the coming school
year, school leaders need to rely on
a projected estimate of enrollment.
Using local, school-level knowledge
in conjunction with sophisticated
district tools and data may yield
optimal results. Even under the best of
circumstances, though, such projections
can fall short or overreach. SBB
districts need to select an approach
for reconciling original budgets with
actual enrollments that leads principals
to spend within a healthy and realistic
range.”

Student-Based Budgeting:
The Colorado Context

Colorado’s K-12 public education agencies
receive funding from a variety of sources.
The primary revenue stream is the

School Finance Act, annually revised and
approved by the state’s General Assembly.
The “total program” each of Colorado’s
178 school districts receives is determined
by the number of students actively enrolled
during the October 1 fall count period.
The primary factors that determine a
particular district’s per-pupil revenue
(PPR) are district size, local cost-of-living
conditions, and the number of enrolled
“at-risk” students—those eligible for the
federal free lunch program due to low
family income.”

While all Colorado school districts are
awarded extra funds for each additional
“at-risk” student, those dollars do not
necessarily follow the students to serve

them with staff’ and programming. Under
a traditional budgeting system, the district
office essentially acts as a financial “black
box.” Reasonable funding shares may
reach all school sites where students are
served, but likely also are distributed in

a way that doesn’t meet the appropriate
level of student need and is not clearly
understood.

Further, without student-based budgeting
and broader decentralization efforts,
“local control” extends no further than
district headquarters. School leaders
remain accustomed to operating in an
environment of compliance. Existing
dollars available to help “at-risk” or any
other students fall short of their maximum
benefit, sometimes dramatically so.




As part of major 2014 legislation adopted
by the Colorado General Assembly,

the state Department of Education is
authorized to create a new financial
transparency website. The site, slated to
launch in 2017, is supposed to enable lay
users to make meaningful comparisons

of school-level expenditures by category.*
This small, slow change should strengthen
the case for local K-12 leaders to join the

growing trend of student-based budgeting,
and for current SBB districts to enhance
their already forward-thinking work.

Falcon 49 Sets the Standard

Colorado’s most comprehensive and far-
reaching SBB system belongs to Falcon
School District 49 in El Paso County.
Falcon is the 14th largest district in
Colorado and the third largest in the
Pikes Peak region, serving nearly 20,000
students, nearly a third of whom are
eligible for free and reduced lunch.”

In 2012-13, according to the Colorado
Department of Education, Falcon 49
collected $8,580 in revenues per full-time
student—one of the 10 lowest funded
districts in the state.”

In early 2011 the Falcon Board of
Education launched a process of
innovation that fundamentally has
restructured the traditional school district
model. The Board eliminated the role

of superintendent and transitioned to

three reporting district leaders: a Chief
Education Officer (CEO), Chief Operating
Officer (COOQO), and Chief Business Officer
(CBO). On its third different CEO since
making the transition less than five years
ago, the district appears to have created a
sustainable model that continues to move
forward.”

Central administrative staff’ and spending
have decreased significantly. Considerable
responsibilities have been shifted to four
semi-autonomous Zone Leaders overseeing

four different Innovation Zones. The
1Connect Zone incorporates the district’s
charter, online, blended, and alternative
education options, which covers nearly
40 percent of District 49 students. The
remaining three zones are tied to one of
the district’s elementary through high
school feeder systems, each with a special
emphasis and mix of programs developed
in partnership with parents, staff, and
community members:*

* Falcon Zone: Traditional and
comprehensive education with focus on
professional and vocational paths

* POWER Zone: Science Technology
Engineering and Math (STEM) focus
that includes arts integration

* Sand Creek Zone: International
Baccalaureate (IB) theme with focuses
on critical thinking, creativity, and
communication

The district maintains a solid performance
accreditation rating. Measures of student
academic growth continue to show Falcon
49 1n line with the state of Colorado. But
its overall achievement scores and on-time
graduation rates have taken a hit from

the decision to authorize the blended
learning GOAL Academy high school.
Many of GOAL’s students from districts
across the state come to the school as an
alternative or last resort after falling behind

In early 2011 the
Falcon Board

of Education
launched a pro-
cess of innovation
that fundamentally
has restructured
the traditional
school district

model.




Participation

on state-man-
dated School
Accountability
Committees
increased rough-
ly tenfold from
2010-11 to 2014-
15.

academically. Because of the concentrated
challenges they face, less than 30 percent
graduate on time. Corresponding rates

at Falcon’s three traditional high schools
reach 90 percent or higher.”

Though traditional testing measures

have not revealed significantly improved
outcomes at the macro level, the process
of innovation represents authentic and
organic change. District 49 leaders showed
they were willing to pay serious attention
to community members and to honor their
voices. Participation on state-mandated
School Accountability Committees
increased roughly tenfold from 2010-11

to 2014-15. SACs have a more robust

role in Falcon 49. They not only review
school-level plans and data and participate
in informing site-based decisions, but also
periodically revisit their core innovation
plans to keep them fresh.”

The adoption of GOAL Academy and

its at-risk student population has helped

to release the district from the bottom of
Colorado’s K-12 funding charts. Previously
177th out of 178 school districts in Per-
Pupil Revenue (PPR) distributed through
the School Finance Act, Falcon 49 moved
up modestly to 163rd in 2014-15."

Despite the comparatively challenging
circumstances, the district decided not to
let funding become an excuse to keep them
from doing more for the students they
serve.

No Colorado school district has pushed
the boundaries of budgeting to enhance
efficiency, autonomy, and flexibility more
than Ialcon 49. No district has done such
patient and extensive work in this area
with so little acclaim. During 2014-15,
the fourth full year of the student-based
budgeting process, a full culture shift in
resource allocation and decision-making
has been achieved.

Chief Business Officer Brett Ridgway’s
skill and vision largely have driven the
transition. His eight years of K-12
experience, including six at District 49,
follow years in private-sector banking.
Ridgway said the process began with
district leaders asking: “Why doesn’t

this run like a business?” The district’s
fiscally conservative constituency places a
premium on responsible spending. More
than “just spreadsheets and math,” the
newly developed budgeting system fulfills
the priority of efficient resource usage, as
well as local autonomy and flexibility.*

Like Falcon 49’s district strategic plan, its
student-based budgeting system is built first
on the rock of trust and transparency, and
culminates with a focus on every student.
Each pupil served has begun to receive the
full benefit from a substantial and relative
share of the PPR received by the district.”

A Gradual Unveiling

As would be typical within most school
districts, educational leaders in Falcon
were not prepared to grasp the full picture
and accompanying possibilities of shifting
budgetary authority into their hands. The
transition has taken time, but now reduces
restrictions to create the potential for more
creative, dynamic site-level decisions.

During the first two years of the SBB
rollout, Falcon 49’s CBO shared only
the site-level spending breakdowns

with the zone leaders and principals.
They could see not only the total funds
allocated to their respective zone or
school on a per-pupil basis, but also how
much is associated with the functions of
regular instruction, special education,
extracurricular activities, student support
services, facilities, and operations.”

Seeing this breakdown first promotes the
site-level decision-makers’ thoughts about
priorities. The CBO’s reports simply make




the connections between dollar allocations
and local outputs more transparent.
Principals have faced a somewhat steep
learning curve in this process, and the
district’s accounting process and reporting
system has evolved partly in response to
their questions and expressed needs. The
internal learning process mirrors what goes
on in classrooms, a process of “educating
the educators.” POWER Zone leader Mike
Pickering, who ascended from the role

of school principal during the innovation
transition, confirmed that the initial
acknowledgment is important to moving
the process forward and empowering
school leaders. “You should be confused at
first,” he said.”

In 2013-14, the third year of the rollout,
Ridgway unveiled the revenue formula.
Once zone and school leaders had been
trained sufficiently on the expense side and
confidently could see the impact of their
decisions, they were able to see how funds
were being distributed transparently and
equitably. The CBO adamantly expressed
that the comprehensive student-based
budgeting process should not introduce
site leaders to the revenue side first. He
believed that such an approach would
have shifted the focus from empowered
spending and would have bogged them
down in internal conflict over how dollars
are distributed.”

The fall of 2014 marked another

step forward in Falcon’s SBB process
development. Pickering said he and his
colleagues really could start to uncover
more detailed accounts, finding additional
risks and opportunities to spend creatively
and effectively. Each year, the district
budget office works with zone leaders to
provide support and answer questions. The
decisions remain at the local level, but the
CBO hones their thinking by insisting that
they prove to him the means they propose
are best. The central office plays a genuine

consultation role; it does not dictate
spending decisions.”

Budget conversations between zone leaders
and the central office begin with a focus on
enrollment projections, for which Ridgway
and his team take a conservative approach.
To promote mutual accountability, the

district also facilitates a combination of ]
. 1 . . The internal learn-
collaboration and “sibling rivalry” across

zones. At an annual meeting, zone leaders INg process mir-

negotiate amongst one another, pleading rors what goes on

their cases f(.)r sh:itres of fur‘ldmg that in classrooms, a
apply to their unique offerings. These
adjustments to the individual revenue process of “edu-

formulas are referred to as “programmatic cating the educa-

.. 3 .
normalizations. tors:

Normalizing Dollar
Allocations

Programmatic normalizations are the
most difficult and nuanced of a series of
rational adjustments made to the zone-
by-zone allocations. Unlike Colorado’s
other SBB districts, Falcon 49 clearly and
transparently starts its budgeting process
with the actual PPR amount assigned

by the state ($6,689 for 2014-15). Extra
general fund revenue from a voter-
approved mill levy override is also divided
on a per-student basis and added to the
PPR amount.

The district budget office deducts from the
allocation specific amounts that fall under
two classifications: Internal Service Groups
(ISG) and Internal Vendor Groups (IVG),
both accountable at the district level. ISGs
incorporate professional development and
other centralized special learning services,
while IVGs include items like maintenance,
transportation, and information technology
(I'T). In the case of IT; the district
maintains an annually renewed contract
outsourcing the service to a private firm.
Together, in 2014-15 ISGs and IVGs
comprised 18 percent of the base amount,
leaving 82 percent of funds directly in the
control of zone and school leaders.”




Now the principal
knows, if | turn

off these lights...

if | really invest in
this and be more
frugal, then I'm
going to see the
results. | can put
that into my imple-
mentation budget
and get another
intervention for my

kindergarteners.

10

The per-pupil amount received by
each zone and school varies based

on recognized local distinctions.
Permanent, strategic normalizations
include programmatic considerations,
as referenced above, reflecting zone
specialties. Also factored in are:*

» Utility costs, including the age of
facilities and their relative energy
efficiency

* Employee benefits, to ensure staft’ are
not hired based on the need for a single
or family health insurance plan

* Distributed special services, which
recognizes distinct needs for resident
special education personnel from site
to site

A small amount of further smoothing

1s made for concentrations of veteran
employee salaries, as well as an across-
the-board “net normalization” to treat

the factors as cost neutral.*' Each Falcon
49 student “contributes” equally to the
school and zone budget regardless of
poverty. Ridgway could conceive of at-risk
status being used as a normalization in the
future.”

Unrivaled Autonomy

More than 80 percent of the budget is
essentially under the principal’s control,
far outstripping any other Colorado

SBB system. A Falcon 49 elementary
principal who once oversaw an $80,000
discretionary budget now may have the
authority to manage $3.9 million in funds.
All these expenditures are classified under
one of four types:*

* Personnel: The district does not set
student-teacher ratios or the like; the
decision is made at the zone level

* School Managed Budget: Supplies,
equipment, instructional materials, and
technology

* Extra Programs: Includes
extracurricular programs and activities

* Operations: Utilities, grounds
maintenance, etc.

Falcon 49 is the only Colorado school
district known to place utilities under
school-level spending. Pickering lauded the
more comprehensive approach, saying that
it fosters a greater sense of responsibility to
use scarce resources in ways that ultimately
benefit students:

Now the principal knows, if 1

turn off these lights...if I really

invest in this and be more

frugal, then I’'m going to see

the results. I can put that into

my implementation budget and

get another intervention for my

kindergarteners. It has absolutely

allowed us to push more resources

to the classroom...with the ability

to look at those funds in a different

way, and recognize opportunity

that you couldn’t have recognized

before."

Beyond the main allocations, each zone is
given a $350,000 annual contingency fund,
primarily to fund locally-backed projects
or programs. As an example of how some
of the funds have been used, the POWER
Zone’s five building leaders agreed on

the construction of a black box theater

to integrate more arts opportunities for
students in its STEM program.®

Funds can be carried over from year

to year. But, as Ridgway explained, the
decision has to be justified. Underspending
is not necessarily a badge of honor, if the
money could have been directed more
nimbly and precisely on programs for
students. Ridgway’s target for accurate
budgeting from year to year lies in the
tight window of 98.0 to 100.5 percent of
projections.*

The level of autonomy and efficiency at
the local level is enhanced by the overall
precision of the budgeting process. The




budget office’s forecast of enrollment can
enable personnel decisions to happen

more quickly. Decisions about the
effectiveness of programs also can be made
more readily, as the level of transparent
budgeting details enables zone and school
leaders to determine actual costs.”

Realizing Opportunity,
Increasing Equity

As a result of the transition, Falcon

49 leaders are afforded a broader,
“dynamically different” perspective of
what is possible with the entire PPR
amount assigned by the state. “The
potential opportunity we have now is
exponentially more than we’ve ever had
before, and possibly more than most other
districts in the state because of the way
we’re able to realize that opportunity and
risk,” Pickering said.*

The reward is a greater ability to meet
student needs quickly and effectively with
resources and an understanding of the
larger budget picture at the disposal of
a school principal. Over time, principals
come to see the benefit of being able
to serve each particular student more
intelligently and more successtully.
Ridgway describes the overall benefits of
the system in terms of individual student
equity:
The one-size-fits-all approach is
about equality. Equity is about
treating every student as they need
to be treated. You may be able to
point to the one-size-fits-all system
if you’re in a particular district
that’s having success. You may
wonder, why do we need to do
that? The question would be: How

do you know every student got
what they needed?*

Other Colorado school districts have
expressed interest in studying Falcon’s
unique approach. Those districts have

the opportunity to follow the same logic
and process down to the school level. The
formal Chart of Accounts operated and
prescribed by the Colorado Department
of Education provides an excellent
guidepost to track spending at a more
local level, to ensure that funds are being
spent effectively and appropriately. When
Ridgway came to District 49 as CBO,

he said the budget was housed in 800
accounts. Today the number has increased
to 22,000, allowing for much more needed
specificity.”

Even though Falcon 49 has reached a
breakthrough in its slow but substantial
cultural shift, its leaders are not resting
on their laurels. Ridgway sees student-
based budgeting as an essential aspect
of improving the efficient delivery of

educational services. Falcon’s CBO believes

the growing district is at the forefront
of needed changes in K-12 education,
much like the American private sector
experienced in the 1980s in response to

international competition. In a way, Falcon

49 is helping to push the K-12 education
system to catch up with innovations
achieved a generation ago in most other
enterprises. °'

The one-size-fits-alll
approach is about
equality. Equity

is about treating
every student as
they need to be

treated.
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Poudre Breaks SBB Ground

The SBB
approach allows
Poudre “to look

a little deeper, to
recognize different
needs require dif-
ferent resources;’
executive director
of finance Dave

Montoya said.
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While Falcon 49 represents the most robust
effort at student-based budgeting, it is far
from the first Colorado district to have
made strides in this direction. The Poudre
School District in Fort Collins was the
first in Colorado to investigate, and later
to implement, a form of student-based
budgeting. The ninth-largest Colorado
school district, Poudre’s demographics

are more similar to Falcon’s than to the
standard profile of a large urban district.
Nearly three-fourths of the district’s
29,000 students are white, while less than
a third qualify for free or reduced lunch
aid due to family income. In 2012-13
Poudre reported $274.3 million in total
revenues, or $9,830 per full-time student.
The district received $6,666 in Per Pupil
Revenue formula funding for 2014-15.”

Prior to the transition into SBB, Poudre
was invested in using the traditional

IFTE model of allocation. The district
assigned full-time equivalent numbers

of personnel to different school sites

based on a standard formula driven by
student enrollment counts. Principals had
limited discretion. In 2006-07 Poudre
commissioned teams of administrators and
a pair of committees to study existing SBB
models and to craft a local plan based on
different identified formula options.” The
following year marked a transition, with
full SBB implementation taking place in
2008-09.”*

The need for change was prompted by a
growing concern that resources were not
being shared in an equitable fashion. The
SBB approach allows Poudre “to look a
little deeper, to recognize different needs
require different resources,” executive
director of finance Dave Montoya said.”
Budgeting reform was also driven by a
need to provide added transparency in
how resources were allocated, to empower
building leaders with more decision-

making power, and to differentiate funding
based on individual student needs.*

A New Process for
Principals

Montoya says Poudre’s transition to a
weighted student formula was aided by
prior experience. More than in other
districts, principals were accustomed to
some degree of site-based decision-making
as part of the organizational culture.
Each spring, the district provides a school
with a budget number based on projected
October enrollment and the new formula.
Working with staff and community, the
principal is responsible to plan the best
way to use those resources.

Enrollment projections are needed to
initiate plans and priorities before students
arrive at the door. However, projections
seldom are perfect, especially in schools
with more mobile student populations.
Through the 2014-15 school year, Poudre
schools that attracted enrollment higher
than the official estimate would receive
additional funds to make up the difference.
Schools that fell short of projections would
have to return extra funds. This “true-

up” process raised concerns under close
scrutiny. It created an incentive for some
principals to set aside more than 5 percent
of their designated budgets in reserves,

in case they would have to pay back the
district. Current resources were not being
deployed to maximize instructional services
to meet student needs.”

Changing the “true-up” process was one
of the key recommendations approved as
result of a district-wide effort to review
SBB that began in 2012. A team of

staff and community members, known

as the Student-Based Budgeting Review
Committee, surveyed principals and school
accountability members to determine




how effectively the system was meeting
its stated goals. Data were analyzed,

and an outside consultant was hired to
give needed perspective. Administrators
took the input and performed additional
research, including focus groups. A group
of 12 Poudre district principals vetted the
recommended changes.”

Generally, the district’s SBB program

was found to be living up to its intended
purposes. But a few areas for improvement
were identified, including a new approach
to the “true-up” process. Rather than
assigning funds to schools strictly on the
projected enrollment, Poudre will begin
using a calculation that averages the
projected enrollment with the numbers
from the two previous school years.
Individual school sites that experience
high rates of student mobility or drops in
enrollment particularly should be able to
better adjust. The added stability comes
with an expectation that reserves should
not exceed 5 percent of a school’s budget.”

According to Montoya, some principals
have proven receptive to the challenge

of assuming additional budgeting
responsibilities, but some “struggle with the
concept” and believe that “the pendulum
has swung too far” in the direction of site-
based control.” As of 2013, the Reason
Foundation noted that Poudre lacked “a
specific principal support system beyond
the normal supports that the central office
provides principals through the business
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service office.” The arrangement remains

unchanged following the district’s review
of SBB.

Fine-Tuning the Formula

The other changes that resulted from

the review of student-based budgeting

in Poudre related to which funds were
assigned to principal oversight and the
specific weights utilized. For years, Poudre
relied on seven different weights or factors

to determine the amount of student-
based allocations to schools. Starting with
the 2015-16 school year, that number is
reduced to five.

Poudre’s SBB formula rests on an annually
adjusted base allocation. In 2012-13 a
typical student brought in $3,433 of
funds to be directed by his or her school’s
principal. Factors adjusted that amount
upward for certain enrolled students, with
the following characteristics:*
* Kindergarten through 3rd grade
student: $481 (0.14)
* Iree and reduced lunch (FRL) student:
$687 (0.20)
* Non-FRL English language learner
(ELL): $687 (0.20)
* Both FRL and ELL: $858 (0.25)
* Gifted and Talented (GT): $343 (0.10)

Extra funds were provided for early grades,
based on a district priority to reduce

class sizes for those children. The other
characteristics are broadly associated with
recognized educational deficits and/or
the need for extra services. The district’s
unique geography and transportation
needs played an additional role. Three
small, isolated mountain community
elementary schools, with a combined
enrollment just over 100, received an
additional $2,763 (0.805) per student in
2012-13. These and other small schools
also were eligible to take in as much as
$687 (0.20) per student to help offset lost

economies of scale.®

For the coming 2015-16 school year, the
base allocation has been set at $3,735.
All the weights remain unchanged as
percentages of the base allocation, with

a significant exception. Following a state
review that identified concerns around
“federal compliance” serving non-native
English speakers, Poudre opted to remove
English language learner funding from
SBB and to create a distinct centralized
staffing formula. This change means about

.. sSome princi-

pals have proven

receptive to the
challenge of
assuming addi-

tional budgeting

responsibilities, but

some “struggle

with the concept”

and believe that
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... the Review
Committee and
Poudre officials
are convinced that
SBB overall has
proven a superior
system for allo-
cating resources
within the district.
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$500,000 less channeled directly to schools
through SBB. Despite this change, site-
based allocations are estimated to total
about $113 million for the coming year.”*

Critically, business management professor
William Ouchi, a prominent advocate for
more cfficient approaches to managing
K-12 education systems, has found “[t]he
most critical indicator of the extent of
decentralization” to be “the proportion
of school spending that is controlled

by principals.”” In 2013, the Reason
Foundation identified 40.3 percent of
Poudre’s total district revenues funded
through SBB, or directly under principal
control at the site level.*

Montoya believes the figure is at least that
high now, though it is not something the
district consistently measures and reports.
He stresses the difficulty in communicating
this figure to parents and community
members. “The split is not referring

to activities, but to components of the
budget,” he said.”’

In all, about 77 percent of district
expenditures occur at the school buildings,
though many items—special education,
I'T support, custodial services, textbooks,
and even principal salaries—are allocated
outside SBB. Dollars that flow through to
the district’s five charter schools also are
not included in the 40 percent allocation.*

Looking Ahead

Despite the implementation of
recommended changes, the Review
Committee and Poudre officials are
convinced that SBB overall has proven a
superior system for allocating resources
within the district. The Reason Foundation
observes that the district “demonstrates
how student-based budgeting can be a
flexible financial tool that is more effective
at aligning enrollment with resources.”
The layout of the district and the design
of the system especially are helpful at
providing “a transparent method to
examine the cost of maintaining small
schools” and lost efficiencies that may
demand additional taxpayer support.”

Looking ahead, Poudre has expressed a
commitment to ensuring the program’s
ongoing improvement. The Colorado
General Assembly’s 2014 adoption of new
financial transparency guidelines next year
will require more detailed reporting of
allocation and spending at the site level.
Caretully tracking and communicating

the results will help to ensure the goals

of transparent and equitable funding are
being appropriately met.”

Denver Public Schools

Denver Public Schools’ transition to
student-based budgeting followed a very
similar timeline to Poudre’s. In 2007-08
Denver began to test the new allocation
system, before fully implementing it in
2008-09. Yet the two school districts are
strikingly different. Denver’s nearly 89,000
students make it three times larger than
Poudre, recently surpassing Jefferson

County as Colorado’s largest school
district. A clear majority of the district’s
students are Hispanic, and 70 percent of
those enrolled qualify for free or reduced
lunch. In 2012-13 Denver reported more
than $1 billion in total revenue, about
$12,675 per full-time enrolled pupil.”

In 2014-15, Denver’s Per Pupil Revenue
equaled $7,355.7




Similar to the rationale in Poudre, a June
2007 letter from then-superintendent
Michael Bennet cited the need for greater
transparency in resource allocation that
would enable meaningful comparisons
between schools. He also highlighted the
inefliciency of the “stair-step effect” caused
by rigid staffing formulas. The addition
of a single student could automatically
necessitate an additional half-time or full-
time employee, or vice versa.”

For a large school district, Denver
implemented its budgeting change with
relative speed. Executive director of budget
and finance Kate Kotaska, who had a
different position in the office when the
transition occurred, said district officials
knew they “wouldn’t get it right the first
time.” Denver moved ahead decisively with
SBB, based on shortcomings perceived in
the old system. The district established,
and then delivered on, a strict two-year
timeline for all schools to move to the new
student-based allocation. More funds were
available for the new system, since Denver
stopped any hold harmless funding at the
end of the two-year period.”

Overcoming Transitional
Challenges

While some Denver principals were
prepared to quickly make the transition

to greater control over their school
budgets, most did not qualify as “overnight
adopters.” During the first three years,
which included the transition period, most
school leaders clung to the old staffing
allocation model. Today, those resistant to
change represent a small minority. Most
principals either have learned to become
savvy business managers or to find a way
to hire business managerial support. The
skill of budget development and oversight
1s also incorporated into the training of
new principals.”

Under SBB, the district has developed into
a financial services arm to support school-

level decision-making processes. The
Budget Office employs eight “financial
partners,” each of whom is assigned to

a group of 15 to 19 district-managed
schools. Throughout the year they hold
monthly meetings to discuss spending
patterns and meeting budget targets. The
budget development process begins in
January, when “pre-meetings” are held to
strategize for the upcoming year and to
discuss human resources issues.” Later that
month the new budget forms are released
for review, and financial partners meet
with principals for one-on-one sessions.
School budgets are finalized and submitted
by mid-February. Budget development
processes vary from school to school,
depending on personnel strengths. School
accountability committees “may approve
line-item level budgets or just general
priorities.””®

The executive director of budget and
finance says Denver has a good track
record of district-level enrollment
projections, within 1 percent either way.”
It is much more difficult to nail down
future student counts at individual schools.
School capacity is a limiting factor; but
Colorado’s generous open enrollment law
and Denver’s refined central SchoolChoice
application process has opened doors for
many students to access higher performing
options.

Through the SchoolChoice program,
Denver provides families with information
on traditional and charter options, and
attempts to match students with the
highest possible of their five stated school
preferences.” Under SBB, dollars follow
students more promptly and directly,
sending stronger signals to schools based
on whether they are effectively serving
student needs.

Denver principals who anticipate
enrollment significantly beyond projections
have two key options at their disposal.

The Budget Office

employs eight

“financial partners,

each of whom

is assigned to a

group of 15 to 19

district-managed

schools.
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First, they have less than a week to transfer
sufficient dollars into a school reserve
fund, not only as a means to deal with
enrollment changes but also to plan for
future spending objectives. During the
budget development process, principals
also can submit an interest-free “loan”
request to the district in order to make
timely stafl’ and spending decisions.
Loans must be repaid by the following fall
semester.”!

A Multitude of Factors

Denver has developed a highly elaborate
student-based funding formula for each
of its schools. The formula is built on

a base allocation, an amount that has
increased from $3,872 in 2012-13 to
$4,024 in the upcoming 2015-16 school
year.” Differentiated per pupil weights
then are applied, based on certain student
characteristics. Low-income students
eligible for free or reduced lunch each
merit an additional $467 (elementary or
K-8) or $503 (middle or high school), in
addition to per-student federal allocations
of Title I dollars.”” Resources for gifted
students and English language learners
are assigned as a combination of student-
based allocation and F'TE formula. Extra
funds are applied to schools that operate
“center programs” with additional services
for special needs students.*

A unique feature of Denver’s SBB formula
ties a small portion of funds to schools
based on measured performance. The
district’s School Performance IFramework
(SPT) issues five categories of school
ratings according to academic achievement
and growth scores, college and career
readiness, student engagement, and
parent satisfaction.” Funds are distributed
to schools on a per-student basis if they
maintain one of the highest two SPF
ratings (535 or $65), or if they improve to
a higher category (from $100 to $115).*

To provide additional transparency,
Denver’s formula further breaks out
school-level allocations on a per-student
basis for substitute teachers ($52) and
secondary school activities ($39.79),
among other pieces distributed through
the district’s General Fund.” Money raised
through voter-approved mill levy overrides
for designated purposes from student
literacy development to arts to technology
are broken out school by school as a per-
pupil amount.®

Spending these specific allocations comes
with a smaller degree of discretion for
principals, though they still have more
flexibility than under a traditional system.
For example, the substitute teacher
allocation must be used to cover for
classroom absences, but the decision about
when and how to deploy those funds rests
at the school level. If the allocation exceeds
the amount needed to cover teacher
absences, remaining dollars can be used for
other purposes.”

Like most other Colorado districts studied
in this report, Denver does not charge
schools the rate of actual teacher salaries,
but rather an average amount. Kotaska
says the district believes in this practice
because it means “principals can hire
anyone as long as they’re best qualified
for the job.”” There are a few exceptions,
though. A small number of Denver’s
Innovation schools use actual salaries.”
This calculation gives a principal greater
latitude to hire more teachers with less
experience at lower rates, or to use the
funds saved for other priorities.

Moving Toward Greater
Autonomy

Nailing down the share of funds classified
as student-based budgeting can be difficult.
According to the Reason Foundation’s
2013 analysis, 44 percent of Denver’s
budget is controlled by the principal at the
site level.” Researchers for the Edunomics




lab tagged the 2013-14 share at 38
percent.” Kotaska notes that 47 percent
of district general fund dollars (including
voter-approved mill levy overrides and
ProComp incentive pay) are allocated
through SBB. If money passed through
to charters were also counted, that figure
would rise to 59 percent. Also excluded
from the SBB calculation are funds used
for teacher incentive payments above base
salary, made through Denver’s ProComp
system.”

From the start of SBB, Denver has
demonstrated the inclination to redirect a
measure of resources from low-performing
school environments to follow students
into better options. Nearly 60 percent

of the $3.5 million in savings generated
from a round of 2007 school closures was
redirected into the student-based budgeting
formula to provide targeted resources to
the new schools in which they were being
served.”

Subsequent years have seen Denver allow
larger shares of budget resources to be
directed at the school level, and refine the
formula’s precision. As Marguerite Roza
and Cory Edmonds noted in their brief
2014 analysis of the program’s progress,
“These changes have increased the pool
of funds available to principals to create

Douglas County

customized resources based on their

students’ needs.””

Denver continues to venture further
along the path of decentralizing authority
to individual schools. In May 2015 the
Board of Education approved a plan that
empowers principals as “chief strategists.””’
Rather than automatically being enrolled
in new district purchases for curriculum,
assessments, and professional development,
school leaders are given the option to
accept instead a designated per-pupil
amount to invest in their own.” The
alternate funds are only made available to
relevant grades where new programs are
being introduced.

Within the first month after the option
was made available, about 20 percent

of Denver schools chose not to adopt

the district’s selections.” The details of
implementation and future local decisions
regarding instructional resources bears
careful observation. Denver’s elevated
commitment could rival Falcon 49’
approach on a larger scale.

A third early Colorado adopter of student-
based budgeting was the Douglas County
School District. The district’s approach

to allocation is simpler than Denver’s, but
it has proven to create its own powerfully
positive incentives. Under the leadership
of former superintendent Jim Christensen,
Douglas County followed a two-year
site-based budgeting (SBB) pilot with full

100

implementation in 2008-09.

The fast-growing, affluent school district
has continued SBB under the leadership
of current superintendent Elizabeth
Celania-Fagen. The system demonstrates
the district’s commitment to recognizing
principals as education leaders within their
respective buildings. Today, affluent and
growing Douglas County enrolls roughly
65,000 K-12 students, about 11 percent
of whom are eligible for free and reduced
lunch. State-level data show the district

Rather than auto-
matically being
enrolled in new
district purchases
for curriculum,
assessments,
and professional
development,
school leaders are
given the option
to accept instead
a designated per-
pupil amount to

invest in their own.
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collected a little over $600 million in
2012-13 revenue, about $9,850 per FTE
pupil."”
15 funding stream, PPR, was below state
average at $6,764.'"

Douglas County’s primary 2014-

Making Decisions Closer
to the Student

Douglas County’s system of budgeting
explicitly operates on the philosophy that,
as much as possible, decisions should

be made closest to the student."” The
incentives incorporated into Douglas
County’s student-based budgeting
promote a significant degree of sound
local decision-making about resources and
priorities.

Principals are afforded more discretion
than in most districts, a level of authority
that seems to have resonated well. Chief
financial officer Bonnie Betz asserts that
not a single Douglas County principal
would trade the current system if given
the chance. Building leaders have been
“acclimated to becoming decision-makers,”
she said."™ Principals work with district
budget analysts to master their options and
think strategically about establishing and
keeping to budgets.

With a highly engaged parent population,
the school accountability committees
(SACs) at many sites play a meaningful role
in setting priorities. Parents and leaders

at one elementary school may wish to put
more resources to class size reduction,
while the SAC at a neighboring school
may consult with the principal in adding
extra instructors in art, music, or world
languages.'”

Two factors in particular undergird the
autonomy of the district’s budgeting
approach. First, school-level decision-
makers have discretion over a sizable share
of funds spent within their respective
buildings. Second, schools can carry over
funds from year to year in order to save

for local spending priorities, avoiding the
inefficient “spend it or lose it” mentality. As
an example, ThunderRidge High School
in Highlands Ranch saved more than
$300,000 to reconfigure its library space
into a more “collaborative environment.”'"
A total of about $14 million accrued in
Douglas County school savings accounts at

the end of fiscal year 2013-14.""

The ability to save funds also helps offset
possible shortfalls in estimated student
counts. In past years, Douglas County
employed a fairly generous “forgiveness
factor” to hold schools harmless for small
discrepancies between projected and actual
enrollments. Large schools would not gain
or lose any funds for the first five over- or
under-counted pupils; for small schools,
the enrollment buffer was three." As of
2014-15, the renamed “October Count
Adjustment Process” ensures funding for
every additional student enrolled above
projections. If enrollment falls below the
planning estimate, small schools (fewer
than 600 students) still get to keep funds
for up to four more students than actually
show up; larger schools only can keep

funds for two extra students.'”

According to the Reason Foundation,
Douglas County gives school leaders
control over 44.5 percent of all district
funds. Author and analyst Katie Furtick
credits the district for an SBB system that
“gives school principals autonomy over
class structure, staffing ratios and non-
salary purchases to meet their individual

goals.”""

Purchases and Savings

The base allocation for SBB in 2014-15 1s
$3,772 per elementary student, $3,846 in
middle school, and $3,445 in high school.
Those amounts are slated to increase by
$50 in the coming school year."" Akin

to Falcon 49, Douglas County’s formula
does not provide extra individual student




weights for at-risk classifications. District
officials say the weights are extraneous
because school leaders are trusted to make
decisions that best meet student needs.'"”
Douglas County schools receive extra
discretionary money beyond the pupil
allocation (number of students x base
allocation). An extra weight for students in
kindergarten through 2nd grade, as well

as per-pupil funds channeled through a
designated mill levy, add in a small amount
more. Further allocations are attached to
average principal and assistant principal
salary amounts, as well as substitutes

for classified employees and for teachers
working on curriculum development.
However, schools are not limited to
spending dollars for those purposes.'”

When “purchasing” the services of a full-
time equivalent teacher or other employee,
the school pays the district the cost of an
average salary for that position ($71,600

in FTE salary and benefits for 2014-
15). Schools are charged more for the
services of a special education teacher.'"
A number of items funded at the school
level are classified as non-discretionary,
meaning they are designated for purposes
identified by the district that cannot be
overridden locally. Among these items are
the following:'"

* Special education

* English as a Second Language

e Gifted and Talented

* READ Act and early literacy
Interventions
* Custodial and security services

Finally, in addition to carryover dollars,
school-level decision-makers may have
access to extra funds if they have a higher
share of families waived from paying
curricular fees. A few schools can obtain
more dollars if they are “highly impacted”
by student mobility rates, larger special
needs populations, or a small size that
limits economy of scale. District leaders
consider all requests and determine how to

fund “needs against available resources.”"'®

Schools are given the chance to
differentiate themselves to choosing
students and parents through a

district application process for “start-
up” innovation funds. Meadow View
Elementary’s Artful Learning program is
an example of a school-based innovation
funded upon request through a decision

by the superintendent and her cabinet.'” Sehool .
: : chools are given
Douglas County advertises the diverse 9

programming of its individual schools the chance to dif-

as part of its exceptional “Blueprint for ferentiate them-

Choice.”"™ A robust open enrollment

. . ) ) selves to choos-
policy gives parents extended time and, if _
needed, an appeals process to help ensure ing students and
the child 1s matched with the right school.

SBB funding makes schools more sensitive

parents through a
district application
to families’ educational choices. .
process for “start-
up” inNnovation

funds.

Adams 12 Five Star Schools

Situated just north of Denver, Adams 12
Five Star Schools is currently the sixth-
largest district in Colorado, serving nearly
38,000 K-12 students, about 38 percent

of whom are designated low-income.'"
The district collected $405 million in
revenue, $9,800 per full-time student,
during the 2012-13 school year. Adams
12’s Per Pupil Revenue, the primary source

of operational funding, totaled $6,858 in
2014-15."*

According to chief financial officer Shelly
Becker, the district has been using some
rough form of student-based allocation
for more than a decade. Interestingly, the
carly version started when Jim Christensen
was superintendent, before taking the
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job in Douglas County. Becker worked

in Douglas County’s finance office under
Christensen before coming to Adams 12 in
December 2011.™

In recent years, though, the district stayed
captive to a “lump sheet” allocation
method that relied largely on central
decision-making with limited input from
school leaders." The following year,
Adams 12 upgraded its process to a
clearer form of student-based budgeting
that has empowered and streamlined site-
based resource planning and has begun
to provide a more transparent picture

of funding to the broader community.
Planning for 2013-14, the first year of
the transition, was primarily focused on
helping principals understand what SBB
means and how it works. Becker’s staft
held meetings with school leaders and
conducted a series of “training labs” to

123

help get the idea off the ground.

A primary goal of the upgrade was to
bring greater simplicity to the budgeting
process. Multiple forms and “a very
confusing process” have been replaced
by a single SBB worksheet that bears
some resemblance to what is used in
Douglas County. Becker also sees the
budgeting method as a means to promote
greater equity between the poorer school
communities on the district’s southern
end with their more affluent counterparts

further north.™

More Effective Allocations

Though the budgeting process has
improved, Becker says it’s still not as
refined as district leaders would like it to
be. Principals receive their one-page SBB
worksheets at the beginning of March.
Elementary school leaders are given three
weeks, middle and high school leaders five
weeks, to complete and submit the form.
Staff from the district’s budget office are
available during that time to assist and

answer questions, and the three Executive
Directors of Schools double-check that
everything is properly aligned.'”

The process has been aided by a desire

to ensure prudent management of funds
during a relative revenue shortage.

Becker says the latest round of budgeting
has shown greater understanding and
acceptance from principals, who are able
to translate the respective visions they have
for their schools into clearer expressions of
resource priorities.'”

As with other SBB districts, Adams 12 has
adopted its own approach for addressing
the difficulties with making plans based

on determinations of how many students
will arrive for the coming school year.
Principals work with district enrollment
planners during the fall months through
January, until final projections are made.
Even after the next school year begins,
district officials stay in close contact with
schools to monitor enrollment patterns and
needs."”’

A district-level Enrollment Reserve
Committee observes and decides how to
deploy eight additional FTE employees

to sites where low projections mean

more support is needed. Still, the SBB
process has enabled principals to plan the
allocation of personnel and resources more
effectively before the school year begins
(rather than wait for the district to act in
August or September), in order to ensure
students receive timely services and to
lessen disruptions.'*
Building Clearer
Understanding

School district communications reported

a level of early support among principals.
A September 2013 article published in the
school district’s Five Star journal quoted two
school leaders favorably. The principal of
Thornton High School declared support
for the change because of the simplified




process, while his counterpart at Eagleview
Elementary expressed appreciation for the
additional flexibility to meet student need
rather than a “one-size-fits-all approach.”™

Adams 12 principals have more autonomy
than their average peers, but not
necessarily a significant amount compared
to the other SBB districts examined.

Most building positions are considered
mandatory. Besides the principal and office
staff, schools are required to fund two
custodian positions and a media specialist.
Similar to most other SBB districts,
instructional staff and programming for
English Language Learners and special
education are centrally dictated as well.
Elementary schools also must staff’ a half-
time instructional coach.™

Yet individual leaders of buildings

with 500 students could use limited
discretionary funds to choose an extra
reading coach to boost literacy or
materials that serve as math curriculum
enhancements.” The district does not
measure the precise percentage of the
budget that is site-controlled.'”

The newer system clearly gives principals
a greater understanding of what funds
they manage and how they can be used.
The updated budget worksheets measure
the “purchase” of 16 different average
salary figures for classified positions.
Only one standard average salary for
certified teachers is used, but Becker said
the district had considered some level of
differentiation. '’

In essence, the Adams 12 student-based
budgeting formula is a slightly less flexible
version of the Douglas County approach.

Students are not weighted differently
based on need. The base per-student
discretionary allocation for elementary
school leaders in fiscal year 2015-16 is
$3,467. Corresponding base allocation
amounts are $3,647 for middle schools,
and $2,981 for high schools."*

A Work in Progress
CFO Shelley Becker says Adams 12

leaders are in the midst of “revisiting our

If there is one area
where Adams 12

has excelled, it

33135

vision for student-based budgeting.

They are interested in continuing the is in clearly and

practice, but focused on developing short- transparently

term and long-term strategies to better o
. . .o . explaining the new
align budgeting to the district’s academic

goals. Among other activities, the district budget process.

is examining more sophisticated budgeting
software tools to improve the process and
assist schools by replacing the current use

136

of Excel spreadsheets.

In the summer of 2014, the Adams 12
financial team presented their work at a
conference organized by the Colorado
Association of School Executives. While
recognizing that there are idiosyncrasies
with each district’s precise development
and implementation of SBB, Becker
believes more districts would see high-
level benefits. If there is one area

where Adams 12 has excelled, it is in
clearly and transparently explaining

the new budget process. The National
School Public Relations Association
recognized a 2014 “Understanding the
Budget” communications document with
Honorable Mention."
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SBB in Jefferson County:

Ready to Join

Jeffco was one
of the first in the
state to create

a usable online
financial transpar-
ency tool. As part
of the student-
based budget-
ing transition, the
district is work-
ing to enhance
capabilities to see
more school-level

spending detall.
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The second-largest school district in
Colorado, Jefferson County Public Schools
provides education to a widely diverse
population of more than 85,000 K-12
students, 32 percent of whom qualify as
low income. Jeffco received $842 million
in 2012-13 revenue, an amount that
corresponds to $10,420 per full-time
equivalent student. PPR for the 2014-15
school year amounted to $6,850."

Jettco’s interest in student-based budgeting
began to blossom in the early 2010s
under the leadership of then-CFO

Lori Gillis. Neighboring Denver’s work
with SBB attracted attention, as did the
School System 20/20 project by the K-12
urban reform advocacy group Education
Resource Strategies (ERS). Though
certainly not an urban district, Jeffco
leaders observed the same shortcomings
of inefficient, inequitable, and opaque
resource distribution. Because the district
used rigid enrollment-based formulas and
followed the negotiated contract first, they
“didn’t have the ability to adjust resources
to match need.”"

Before departing the district in late 2014,
Gillis brought forward an SBB program
design sample to new Superintendent Dan
McMinimee. The 2014-15 school year has
focused on distributing written manuals,
hosting individual meetings and small-
group trainings with school leaders and
financial secretaries, and collecting input
and feedback from school communities.

In January the district’s budget team
worked directly with schools to develop
their detailed financial plans. In April
they refined their work, using more solid
student projections based on the choice
enrollment process. “We’re walking

this year before we run,” chief school

effectiveness officer Terry Elliott said in
February 2015."*

Jeffco leaders have been focused on getting
the program fully operational for 2015-16.
They face a large project in the coming
school year, implementing student-based
budgeting in all neighborhood schools and

“l—more than 150

three option schools
sites altogether. From an administrative
standpoint, it should be easier to manage
with one financial system, rather than
piloting SBB in some schools and trying to

manage two different systems.'*

According to Elliott, feedback from
principals has mostly been positive. He
notes that, as with any change, there has
been some measure of anxiety. While it is
not yet clear how well the implementation
will proceed, district leaders are working to
keep the focus on the new program’s goals:
greater flexibility, equity, and transparency
in the allocation of funds to serve students
throughout the district. Jeffco was one

of the first in the state to create a usable
online financial transparency tool. As part
of the student-based budgeting transition,
the district is working to enhance
capabilities to see more school-level
spending detail.'?

Following the Course

The aim of Jeffco’s SBB implementation

1s to establish a baseline that sets all Jeffco
schools on relatively even ground: “SBB
wipes the board clean and resets everyone
to an equitable starting point.”'"*" The
program is designed to ensure dollars best
follow actual students to the location where
they are being served. However, the district
also has built in a hold-harmless provision
that ensures no individual school’s budget
can grow or shrink by more than 8 percent
year over year. Regardless of size, schools




also start off with a floor level of SBB
funding: elementary (51 million), middle
($1.8 million), and high school ($2.9
million).'*

The district will begin 2015-16 with $281
million allocated into its student-based
budgeting formula. When it comes to

the degree of school financial autonomy,
Jeffco plans to start out ahead of Adams
12 but behind Douglas County. The base
elementary per-pupil allocation is set at
$3,580, with $3,710 for each middle school
student and §3,380 for each high school
student. The 25 percent of Jeffco students
who are eligible for free (not reduced rate)
lunch also bring in an extra $820 apiece
to ensure at-risk funding reaches where it
is needed. Lump sums also are available
for high schools that are small or have
alternative programs, but Jefferson County
leaders wanted to limit the number of

factors for simplicity."*

Following state law, each elementary
school must offer at least free half-day
kindergarten. The 2015-16 Jefferson
County budget makes full-day kindergarten
available tuition-free to all students
whose families qualify for federal free or
reduced lunch assistance. But whether
and how to offer additional funded full-
day kindergarten options becomes a site-
level decision under the district’s SBB
program.'"’

In anticipation of projected enrollment
growth, individual schools are enabled
under SBB to make hiring “purchases”
sooner than late summer as occurred
under the old system. High-growth schools
in particular will have readier access to
meet staffing growth needs. For example,
West Woods Elementary in Arvada would
only be able to hire one additional teacher
under the old staffing formulas. With
student-based budgeting the school will
attract funds based on real student counts
and realign spending to add six new staff."**

Excluded from principals’ SBB discretion
are the management of employee benefits
(including health insurance as governed
by the Affordable Care Act), building
operations and maintenance, and special
education services.'”’ Besides general
education, support, and administrative
staffing, schools have the freedom to
allocate funds in the way they best see fit to
provide the following: ™"
* Opvertime, substitute, and extra pay
opportunities
* Instructional material, supplies, and
classroom technology
* Office supplies, printing, and copying

Nonetheless, ultimate hiring and personnel
management decisions remain at the
district level. Negotiated agreements and
other policies restrict exactly who can be
hired and when, but schools will be able

to dictate priorities concerning how many
personnel in each type of position will be
assigned to them. Additional variances
from standard staffing procedures can be
accepted if approved by building staff and
demonstrated to focus on pursuing goals of
higher academic achievement.""

That requirement aligns with the stated
purpose of the program: “to provide the
opportunity for principals, with input from
all stake-holders, to make site-specific,
student-based, decisions on the deployment
of resources to obtain the greatest

student achievement outcomes.”"” The
emphasis on stakeholders demonstrates a
commitment to incorporating a broader
decision-making process, engaging parents
and staff members in helping to determine
spending priorities.

Jeftco leaders also are exploring how to
provide resource allocation guidance to
School Accountability Committees based
on improvement plans, as well as extra
supports to the district’s small schools."™
Elliott says the district intends to use

its office to find commonalities among

The emphasis on
stakeholders dem-
onstrates a com-
mMitrent to incor-
porating a broader
decision-making
process, engaging
parents and staff
members in help-
ing to determine

spending priorities.
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schools, balancing additional cost savings
through greater purchasing power with
expanded site-level autonomy.""

As with any SBB program, not all
building leaders are attuned to the higher
vision, nor are all immediately prepared
to embrace the added responsibilities.
The early stages of implementation will

demonstrate a great deal of how quickly
and thoroughly the culture and practice
can change in Jeffco.

Goals: Meeting the Big Three

and More

Falcon 49 oper-
ates a streamlined
central office that
acts as a service
provider, while
more resources
are directed to the

classroom level.
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Poudre’s Student-Based Budgeting Review
Committee determined that the school
district’s maturing program is delivering
improvements in all three targeted areas:'”

* Transparency

* Student Equity

 Flexibility (and Accountability)

Very similar themes are intertwined within
Colorado’s other SBB districts. Denver
sees transparency as a critical feature
of its program. Taxpaying parents and
community members can see how funds
enter the SBB formula and are allocated
to follow students directly to the site where
they are served. A school’s budgeting
adjustments based on actual fall enrollment
figures are also vistble through the true-
up process.” Adams 12 is another district
that has paid attention to how well its
staff and parents understand how funds
are distributed and decisions are made.
Feedback has helped Adams 12 improve

the communication process."”’

Perhaps the most significant result of

a robust SBB program is the enhanced
equitability of meeting student need. As
Falcon 49’s Brett Ridgway insightfully
distinguishes, equity means “to treat each
student as they need to be treated,” instead
of the one-size-fits-all goal of equality. If

a special-needs student on an individual
learning plan needs an electronic tablet or

device to help him achieve, a District 49
building principal has the flexible access
to resources to make that decision. Thus,
student lives can be changed directly, one
at a time."”

Degrees of building-level flexibility

vary among the districts studied, but all
inherently represent an advance from
traditional K-12 budgeting practices. This
advantage 1s seen as principals sit down
with district budget staff to understand
their opportunities and plot the use

of student-based budgeting resources.
Building leaders depend on fewer rigid
allocations and staffing formulas, but
possess a relatively greater degree of
freedom to chart their respective courses.
As principals have the opportunity to make
more key decisions, they are better able to
drive the outcomes for which they are held
accountable.

Opverall, the power of decentralization
rests partly in the ability to direct resources
more productively. A more locally focused
decision-making process can lead to
greater efficiency. Falcon 49 operates a
streamlined central office that acts as a
service provider, while more resources

are directed to the classroom level. Also
funded below average for Colorado school
districts, Douglas County has seen the
total amounts saved in its relatively small,




school-directed carryover budgets grow
year after year. In 2015, the total held in
savings across the district’s schools was $13
million.™

Additional Advantages

Falcon 49 leaders identified an additional
advantage in implementing their district’s
particular brand of SBB: Greater accuracy
in planning and predicting financial

needs. This increased accuracy is due to
the detailed and transparent accounting
process that directs more resources to the
ground level. Ridgway says that under the
old system common to school districts they
“would do well to budget within 5 percent
either direction” of actual spending. Now
the standard is about four times more
precise.'”

Drawing a direct link between SBB and
improved student outcomes, however, is a
daunting proposition. But Adams 12 sees
it as part of the equation. Because of a
more transparent system of allocation,
district leaders and community members
soon should be better able to see how
different discretionary uses of funds
connect with measurable results. In Adams
12 and in Denver, no systematic attempt to
quantify these results has yet been made.
As highlighted earlier, Denver is the only
Colorado district to explicitly tie a share
of SBB funds to school performance. The
district’s budget director says principals
clearly see the incentive, but the incentive’s

direct impact on student results is

unknown.'®!

In its national overview of SBB districts,
the Reason Foundation found a strong
positive correlation between “higher
budget autonomy” and “better school
district performance.”** A more

rigorous analysis of urban school district
“autonomy initiatives” that incorporate
essential student-based budgeting
components further strengthens the

case. In a 2012 report, University

of Washington scholars found the
initiatives resulted in “some modest
improvements in school performance,”
especially as measured by attendance and
graduation rates. Most notable among
the four districts analyzed were Oakland’s
significant test score gains.'"

Researchers Meredith Honig and Lydia
Rainey note that the initiatives successfully
learned key lessons from the previous
generation’s ineffective “site-based
management” reforms. Previous failure
stemmed from “a lack of focus on teaching
and learning improvement,” as well as

inadequate school-level capacity and
Falcon 49 leaders

identified an addi-

support from the central office.™ Insofar as
Colorado SBB districts effectively train and
empower principals, and provide guidance tional advantage in

through the budgeting process, they at least implermnenting their

are creating the conditions for success.
district’s particular
brand of SBB:
Greater accuracy
in planning and
predicting financial

Nneeds.
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Conclusions and
Recommendations

Chief budget offi-
cer Brett Ridgway
joked that the
humble admin-
istrative setting
represents proof
that the district’s
budgeting is truly

student-based.
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To a degree rarely observed in K-12
public education, the innovative Falcon

49 school district has shifted resource
decisions down closer to its school offices
and classrooms. The headquarters of the
POWER Zone, one of the four key cogs
in the decentralized process, is a modest
trailer on a middle school campus. The
only bathroom facilities are in the nearby
school building. Chief budget officer

Brett Ridgway joked that the humble
administrative setting represents proof that
the district’s budgeting is truly student-based.

Whether out of foresight or necessity,
Colorado’s early adopters of student-
based budgeting have set themselves up

to be better prepared to deliver effective

education. Each of these districts deserves

credit for stepping forward. In some

cases, significant political courage has

been required. In all cases, extra work

and commitment also were needed to

abandon the status quo and develop new,
student-centered systems. While all six
districts have implemented (or in Jeffco’s
case, proposed) initiatives that increase
equity, transparency, and autonomy, Falcon

49 has set the highest standard. Even so,

all current or prospective SBB districts

ought to consider adopting a series of

best practices in order to maximize their

respective system’s benefits.

1. Start with More Detailed
Accounting: Though it lacks the
glamor of some reform projects,
Falcon 49 and its chief business
officer have demonstrated how a more
refined, detailed accounting process
enhances the results of student-based
budgeting. The process does not have
to be completed before launching SBB,
but year over year can help make the
allocation of resources and localized

decision-making clearer and more
effective.

Communicate Clearly and
Consistently: In addition to
expanding the capacities of school
principals to make effective budgeting
decisions, district officials need to
communicate regularly with building
leaders their risks and opportunities.
Building principals need to be
prepared to justity their decisions with
their respective communities and to
highlight the successes enabled by a
rational and inclusive SBB process.
Phase Out “Crutches”: A district
implementing SBB may need to
include “crutches” to minimize the
shock of transition. For instance,
Jefterson County has capped the initial
growth or loss of funds to prevent

a rapid disruption of services. But
they should be phased out quickly in
order to fully realize the program’s
incentives.

Find More Room for Autonomy:
SBB districts should constantly look
at ways to preserve and expand both
the revenue streams and budget areas
under school-level autonomy. Rather
than maintaining automatic staffing
norms for instructional coaches,

or centralizing services for English
Language Learners or gifted students,
districts ought to leave the door open
for innovative site-level uses of staffing
and technology to enhance instruction.
In setting up SBB, leaders ought to
include all unrestricted funds in the
calculation.'”

Provide for Carryover: Douglas
County and Falcon 49 particularly
have set the standard in enabling
individual schools to carry over funds
in “savings accounts” to be used

for local priorities. This approach




stifles the “use-it-or-lose-it” mentality
and empowers student-centered
programming and creative solutions at
the building level.'®

Empower Choice and
Portability: Student-based budgeting
and robust educational choice go hand
in hand. Making funds genuinely
portable gives parents genuine options.
The two policies also simultaneously
strengthen the incentive for schools

to provide individual students with
optimal service. Local boards of
education should ensure timely

and adequate periods to exercise
choice, fair opportunities for parental
appeal, and accessible information
and transportation options to reduce
barriers.

Incorporate Academic Weights:
Denver is the only district in Colorado
to incorporate some measure of
school-based performance in its
formula for distributing SBB funds.
Their cause was aided by a pre-
existing local School Performance
Framework. Other districts should
examine and pursue ways to reward
schools for meeting performance
targets based on multiple valid
measures aligned with local academic
goals.

8. Re-examine Actual, Rather Than
Average, Teacher Salaries: The
districts studied here were universally
reticent about the approach of
charging schools actual salaries, instead
of average salaries, for key staffing
decisions. The more strategically
aligned the compensation system, the
more effectively this option will work.

Colorado’s most advanced and effective
implementers of student-based budgeting
include some of the state’s lowest-funded
districts. Chiefly, Ialcon 49 has highlighted
the path toward a truly nimble, coherent,
efficient, and student-focused system

of allocating resources. Following the
district’s footsteps and forging new frontiers
that increase equity, transparency, and
autonomy means more Colorado schools
have a much greater chance to get the
most out of their dollars to help students.

Colorado’s most
advanced and
effective imple-
menters of

student-based

budgeting include

some of the
state’s lowest-

funded districts.

27




Appendix

28

More than 30 school districts nationwide are known
to practice a form of student-based budgeting. A
comprehensive count is difficult to obtain, because the
information is not reported or collected in any sort of

Adams 12, CO

Baltimore

Birmingham, AL (Innovation Network Pilot)
Boston

Charlotte-Mecklenburg, NC (pilot)
Chicago

Cincinnati

Clark County, NV (pilot)
Cleveland

Denver

Douglas County, CO

Falcon 49, CO

Hartford

Hawaii (one state school district)
Houston

Jefferson County, CO

Los Angeles Unified (pilot)
Louisiana Recovery

Memphis Achievement School District
Michigan Education Achievement Authority (Detroit)
Milwaukee

Minneapolis

Nashville

Newark

New London, CT

New York City

Oakland

Philadelphia (pilot)

Poudre, CO

Prince George’s County, MD

St. Paul

San Francisco

Santa Fe Public Schools

Twin Rivers Unified, CA (pilot)

standard manner. The Reason Foundation in California
has made the greatest effort to identify and share SBB
districts.
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