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Introduction_________________________________________________

This study evaluates the historical origins of the structural budget crisis that has plagued the Gill-Montague Regional School District and the member towns for the past decade. It then uses the historical analysis to create a road map for resolving that crisis. 

The first part of this report focuses on revenue and spending increases during the 1990s, the era of education reform, and how they created a structural budget gap in the years that followed (1999-2008). The analysis attempts to pinpoint the key sources of the structural crisis and its historical dynamic.

The second section presents a number of scenarios, projecting revenues and expenditures into the future (FY09 to FY14). The last scenario is an effort to envision a template for fiscal stability. It is certainly not the only road to stability and of necessity would require some radical policy changes. But the data should serve as a benchmark for policy decisions, both educational and fiscal.

The third section of the study contains a number of appendixes presenting data and analysis on key issues that could not be developed in the main report. One goal is to present some initial data on policy questions that require more research if the dynamics of local school budgets are to be better understood. 

Finally, the report contains a section entitled “Consultant’s Analysis and recommendations.”  Some of the conclusions presented in this section reflect consensus on the oversight committee that monitored the progress of this study. Others have proven to be more controversial and are here presented as views of the consultant. It is hoped that the reader will engage this entire section with a critical but open mind.

This report is a study of budgets. It does not focus on “educational” variables as measured by standardized test scores, evaluations by teachers, the experiences of students themselves, the reputation of the district in local communities or the opinions of parents who are the "market" for the system. The analysis does not discuss implicit or explicit educational policies or the "vision" that guides the district. However, as has often been stated, one can not separate financial from educational considerations when evaluating our schools.  

It is often argued that a certain amount of funding is needed to provide high quality education “for every child.” Yet there is little consensus regarding what this level of funding should be. There should, however, be a consensus that an educational system that is constantly destabilized by prolonged budget crises will not be an effective system. Institutional instability not only impacts the education of children but has profound effects on the entire local community.

That is the belief that motivated the school district and the member towns to embark on this study.

Historical Analysis: 

The Origins of the Crisis in Local Education Finance______________

GMRSD Revenue Data

 Table 1 shows the primary sources of revenue for the Gill-Montague Regional School District -state aid under the “Chapter 70” program and local revenues, primarily property taxes, often called “local assessments.”
  

“Other” revenue sources, including federal Medicaid reimbursements, state transportation aid, charter school reimbursements and the tuition paid for students from the town of Erving, are not included in the estimates. 
 Changing accounting procedures and inconsistent data made it difficult to create a reliable time series for these diverse sources of revenue. With the possible exception of transportation aid and the “Circuit Breaker” program for high special education placements, they did not have a significant impact on budget growth or retrenchment.
 

GMRSD Expenditure Data

Table 2 shows the annual expenditures of the Gill-Montague Regional School District from 1990 to 2008. There are two sources for this data – school district reports contained in the “Annual Reports” of the town of Montague (1990 through 1997) and budget summaries presented to annual town meetings (T1T2, 1997 through 2008). In all cases, “actual” expenditures for previous years are used, rather than budgeted amounts or budget requests prior to town meeting. There is no data in the town reports for 1992 or 1995.

In addition to annual “totals,” the table shows various categories of expenditures, similarly derived from annual reports. Key categories include:

*Administration – administrative costs and services, primarily central office staff.

* Instruction - the largest category, including teachers salaries, textbooks and technology.

*Other School Services  - includes transportation, nurses, food service and athletics.

*Operations and Maintenance - includes custodial services, heat and utilities, maintenance of grounds.

*Fixed Charges – largest categories are health insurance for active and retired employees and pensions.

*Community Services - a category not used since 2002.

*Acquisition of Equipment – substantial equipment purchases.

*Debt Retirement -includes retirement of the debt incurred by the high school building project (2004 to 2008)

*Programs with Others - primarily public and private out-of-district special education placements. Accounting for this part of the budget, and the state reimbursement process, has changed over time. Right now public and private tuitions appear as separate totals but they are combined here.

*Tuitions -school choice and charter school tuition payments.
 

Totals in the right hand column include an estimate that subtracts the cost of the high school renovation debt payments in order to obtain a more accurate estimate of trends in the operating budget.
 

Table 1:GMRSD Revenues, 1990-2008

(all in thousands of dollars)

	           Year
	 
	State
	 
	Local 
	Less  Debt
	Local % Budget*

	
	
	
	
	
	
	

	1990
	
	  $3,421
	
	  $2,307
	
	42%

	1991
	
	3,282
	
	2,532
	
	

	1992
	
	3,251
	
	
	
	

	1993
	
	3,476
	
	3,109
	
	

	1994
	
	4,052
	
	2,964
	
	

	1995
	            NA
	4,321
	
	
	
	

	1996
	4,638
	4,638
	
	3,632
	
	40

	1997
	
	4,962
	
	3,962
	
	

	1998
	
	5.199
	
	4,147
	
	

	1999
	
	5,856
	
	4,551
	
	40

	2000
	
	6,076
	
	4,810
	
	

	2001
	
	6,335
	
	5,353
	
	

	2002
	
	6,419
	
	5,646
	
	42

	2003
	
	6,450
	
	6,360
	6,149
	

	2004
	
	5,837
	
	6,633
	6,291
	

	2005
	
	5.837
	
	7,702
	6,351
	48

	2006
	
	5,898
	
	7,767
	6,851
	

	2007
	
	6,226
	
	8,790
	7,403
	

	2008
	
	6,375
	
	8,427
	8,133
	51

	
	
	
	
	
	
	


Source: Town Reports, 1990-1999, GMRSD Assessment Calculations, 2000-2008 (actuals)

Note: Outside Revenues (Erving Tuition, Medicaid, Charter Reimbursements,

           Transportation Not Included). *Local % is percent total budget inc. outside revenues.

Table 2: GMRSD Expenditures, 1990-2008

(all in thousands of dollars)

	Source/
	
	
	Other School
	Operations
	FixedCost
	Community
	Acq. Of
	
	Programs w
	
	
	

	Year
	Admin
	Instruction
	Serv.(Trans)
	Maintenance
	Health etc
	Services
	Equipment
	    Debt
	Others
	Tuitions
	    Total
	Less Debt *

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	1990
	258
	4,042
	475
	626
	667
	0.2
	21
	23
	54
	
	5,526
	

	1991
	286
	4,475
	473
	659
	781
	0.1
	0
	28
	87
	
	6,821
	

	1992
	NA
	
	
	
	
	
	
	
	
	
	
	

	1993
	286
	4,788
	451
	663
	896
	0.6
	29
	4
	100
	
	7,219
	

	1994
	318
	5,000
	502
	796
	932
	0.9
	45
	32
	84
	
	7,714
	

	1995
	NA
	
	
	
	
	
	
	
	
	
	
	

	1996
	288
	5,890
	620
	882
	1,167
	0.7
	30
	76
	188
	
	9,142
	

	1997
	320
	6,202
	666
	869
	1,206
	0.7
	10
	149
	390
	
	9,802
	

	1998
	314
	6,737
	695
	828
	1,170
	1.9
	0
	142
	461
	
	10,348
	

	1999
	404
	7,351
	771
	922
	1,305
	2.4
	2.8
	136
	531
	
	11,425
	

	2000
	394
	7,734
	838
	935
	1,510
	1.1
	0
	140
	652
	
	12,204
	

	2001
	418
	7,645
	1,006
	950
	1,775
	0.3
	0
	143
	930
	324
	13,172
	

	2002
	457
	7,549
	1,088
	874
	1,833
	0
	0
	183
	1072
	390
	13,448
	13,265

	2003
	498
	6,988
	1,043
	870
	2.037
	0
	0
	197
	1030
	512
	13,274
	13,077

	2004
	468
	6,017
	957
	951
	2,142
	0
	0
	308
	988
	408
	12,239
	11,932

	2005
	526
	7,011
	902
	1,121
	2,452
	0
	0
	719
	822
	410
	13,964
	13.245

	2006
	548
	7,347
	1,068
	1,274
	2,924
	0
	0
	914
	701
	657
	15,434
	14,520

	2007
	559
	7,310
	932
	1,314
	3,165
	0
	0
	1,386
	809
	645
	16,137
	14,751

	2008
	628
	7,580
	1,026
	1,492
	3,665
	0
	0
	293
	801
	796
	16,181
	15,888


Sources: GMRSD Reports in Montague Town Reports, 1990-1999; GMRSD Budget “Totals” (T1T2) 1999-2008 (“actuals”)

Revenue and Spending Trends: Three Periods

In order to evaluate the key factors producing spending growth during the period, average spending and revenue increases for three key periods have been calculated. These periods include 1) 1990 to 1999, the period of maximum education reform funding; 2) 1999-2002, the period when state funding slowed and the structural budget gap first emerged; 3) 2002 to 2008, a period marked by spending cuts associated with state aid cuts, an effort by the school district to restore services, and a dramatic widening of the structural budget gap. 

These broad revenue and spending “trends” are shown in Tables 3 and 4. The top numbers in each category show the total increase and percentage increase for the period under consideration. The second numbers represent annual average spending and annual average percentage increases.

1.1990 through 1999: The Era of “Education Reform”
This was the period of significant increases in state aid to education, caused primarily by the passage of “education reform” in 1993 and its implementation the following year. During this period, state aid increased by an average of 7.1%, or approximately $271,000 each year.   Education reform also encouraged significant growth of local spending, increasing the local revenues flowing into the Gill-Montague Regional School district by $249,000, or approximately 10.8%, annually. 

It should be noted that while state aid increases averaged between $200,000 and $300,000 for the period, there were very large increases in fiscal years 1994 (nearly $600,000), the first year of “ed reform” and 1999 (over $650,000), the last year of significant state revenue growth. This phenomenon may have created “boom and bust” cycles, as well as abrupt changes in revenue patterns that discouraged long-term planning. 

How were these new revenues reflected in the regional school district budget? Tables 2 and 4 show that the total budget for the school district is estimated to have increased by an annual average of $544,000, or 8.3%, annually. The major source of this increase is the cost of “instruction,” which grew at an annual average of $367,000 dollars during the period. This increase may reflect growth in the number of teachers or in teachers’ salaries, probably both. However, we do not have data on either factor for the 1990s.

 The other two major cost increases in the 1990s were for “Fixed Costs” and “Programs with Other Districts.” Fixed Costs, primarily health insurance and pensions, increased by over 600%, or an average increase of nearly $96,000 annually. “Programs With Others,” (out-of-district special education placements) rose by nearly 900% or an annual average of $53,000, during the period.

Table 3: GMRSD Revenue Trends, 1990-2008

	
	
	
	
	Local 
	

	Year
	 
	State Ch 70
	        % Inc
	Assessments
	     % Inc

	
	
	
	
	
	

	1990-1999
	
	2,435
	71
	2,244
	97

	     /Year
	
	271
	8
	249
	10.8

	
	
	
	
	
	

	       1990-1996
	1,217
	35
	1,325
	57.4

	       /Year
	
	204
	6
	221
	9.66

	
	
	
	
	
	

	       1996-1999
	1,218
	26%
	919
	25.3

	        /Year
	
	406
	8.8
	306
	8.4

	
	
	
	
	
	

	1999-2002
	
	563
	8.7
	1095
	24.1

	     /Year
	
	188
	2.9
	365
	8

	
	
	
	
	
	

	2002--2008
	
	-44
	-0.7
	2660
	48.6

	     /Year
	
	-7
	-0.1
	443
	8.1

	
	
	
	
	
	

	       2002-2004
	-582
	-9.1
	818
	14.9

	       /Year
	
	-291
	-4.5
	409
	7.4

	
	
	
	
	
	

	      2004-2008
	538
	9.2
	1,839
	29.3

	      /Year
	
	135
	2.3
	460
	7.3


Source: See Table 1

Table 4: GMRSD Expenditure Trends, 1990-2008 (Selected Expenditures)

	
	
	
	Fixed Cost
	
	Programs
	
	
	
	
	
	Budget
	 

	
	Instruction
	%Increase
	(Health Ins)
	% Increase
	With Others
	%Increase
	Tuitions
	% Increase
	Maint (Utilities)  % Inc
	Total Inc
	% Increase

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	  1990-‘99
	3,309
	819
	638
	70.9
	477
	883
	
	
	296
	44
	4,899
	75.1

	 /Year
	367
	9.1
	95.7
	10.6
	53
	98
	
	
	33
	5
	544.3
	8.3

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	 1990-1996   
	1848
	45.7
	500
	75
	134
	248
	
	
	256
	41
	2,616
	40.1

	    /Year
	308
	7.6
	83.3
	12.5
	22.3
	41.7
	
	
	43
	6.8
	436
	6.7

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	    1996-'99
	1,461
	24.8
	138
	11.8
	343
	182
	
	
	100
	12
	2,283
	25

	    /Year
	487
	8.3
	46
	4
	114.3
	60.8
	
	
	33
	4.1
	761
	8.3

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	 1999-‘02
	198
	2.7
	528
	40.5
	541
	102
	
	
	-48
	-5
	2,023
	 

	  /Year
	66
	0.9
	176
	13.53
	180.3
	34
	
	
	-16
	-1.7
	674
	5.9

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	                                                 2002-‘08
	31
	0.4
	1,832
	99.9
	-271
	-25.3
	406
	104
	618
	70.7
	2623
	19.8

	  /Year
	5.2
	0.07
	305
	16.7
	-45.2
	4.2
	68
	17.4
	103
	11.8
	437
	3.3

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	    2002-'04
	-1,532
	-20.3
	309
	16.9
	-84
	-7.8
	18
	4.6
	77.1
	8.8
	-1,333
	-10

	    /Year
	-766
	-10.2
	155
	8.4
	-42
	-3.9
	9
	2.3
	38.6
	4.4
	-667
	-5

	
	
	
	
	
	
	
	
	
	
	
	 
	 

	    2004-'08
	1563
	26
	1,523
	71.1
	-187
	-18.9
	388
	95.1
	541
	57
	3,956
	33

	    /Year
	391
	4.3
	381
	17.8
	-47
	-4.7
	97
	23.7
	135
	14
	989
	8.3

	
	
	
	
	
	
	
	
	
	
	
	 
	 


Sources: See Table 2

In sum, education reform encouraged a major expansion of local spending in the Gill-Montague regional school district in the 1990s. 
 While we need better data on staffing levels during the period, the trends appear to show that much of this new money was spent on increasing staff wages, increases in health care costs and the rising cost of special education services.

These trends merit further critical analysis, particularly if they are typical of school districts across the state. Were these increases in wages, benefits and special education consistent with the goals of education reform? Did they result in significant improvement in the quality of education, as experienced by most students and parents, observed by taxpayers or measured by standardized tests? Did spending increases in these areas undermine central assumptions of the foundation budget and the formula for local aid?

Most importantly, for the purposes of this study, did spending increases generate continual “fixed cost”
 increases that could not be financed once state aid stopped increasing at the levels of the education reform period? 

2.1999 to 2002: The End of Education Reform and The Beginning of the Local Fiscal Crisis

These dates cover the period between the end of “Ed Reform” spending increases and the recession-induced cuts of FY 2003 (the recession actually occurred in the spring and summer of 2001 but did not impact state aid and local budgets until the next year). Table 3 shows the significant moderation of state aid increases during these years. From an annual average of 8.8% from 1996 to 1999, annual state aid increases fell to an average of 2.9% ($188,000) during these fiscal years.

At the same time, certain basic cost increases continued to rise at the levels of the 1990s. The school district budget as a whole increased by an annual average of 5.9%, or $674,000, during this period. Employee benefits, primarily for health care, rose by an average of $176,000, or over 13%, annually. The cost of out-of-district special education services doubled, with average increases exceeding $180,000. Thus the rising cost of out-of-district special education placements nearly equaled annual increases in state aid.

A key area that was impacted by the slowing revenues and rising fixed costs of these years was spending for “instruction” (teachers’ wages). This portion of the GMRSD budget increased by less than 1%, or $66,000 annually,a dramatic decline from the levels of the 1990s. Data collected by the Department of Elementary and Secondary Education (DESE) suggests that virtually all this slow spending growth was the result of staff cuts, as the number of “full time equivalents” was reduced by approximately 7% (See Appendix B). Wage levels reported to the DESE increased during the first year of the period but then were level-funded.

Slowing state aid growth and rising fixed costs led to increased demands on the member towns. Table 3 shows that local assessments increased by an average of $365,000 during these three years. It is important to emphasize, however, that these final local assessment totals were the result of a good deal of conflict between the school district and member towns. Initial assessment requests from the school district to the towns were considerably higher than the final totals would suggest.

In the spring of 2000, for example, the district, seeking to maintain the gains made during the education reform period, requested an assessment increase of over $800,000. Member towns, particularly Montague, rebelled against an amount that was significantly above local revenue increases. The Montague Finance Committee recommended a significantly lower assessment to the town meeting. There followed weeks of public debate, including threats of cuts in key programs, layoffs and school closings. In the end, a compromise produced a budget that did not meet district expectations and an assessment increase that many town officials felt was unaffordable.
 A pattern had been set, soon to be exacerbated by the national recession and its aftermath. 

3. 2003-2008: Recession And Its Aftermath Magnifies the Fiscal Crisis

The relatively short recession in 2001 had a significant impact on state aid to Massachusetts’ local school districts in fiscal years 2003 and 2004. Chapter 70 aid statewide was nearly level-funded in the first year and was cut by 4.5% in the latter. State aid increases the next two years (FY05 and 06) were well below the norms that had prevailed during the period of education reform and even during the 1999-2002 period. Overall, the level of state aid to the district did not increase during this period.

As Table 1 notes, Chapter 70 aid to the Gill-Montague Regional School District was cut by nearly $600,000, or over 8%, in fiscal 2004 and level funded the next year. Overall, the district budget saw a total cut of over $1,300,000 for the period 2002 to 2004. Instruction costs, reflecting teacher layoffs, bore the brunt of these cuts. This category was reduced by nearly $1,500,000 during the period and staff was reduced by approximately 30 full-time equivalents.
 These state revenue cuts, spending cuts and teacher layoffs coincided with a major enrollment decline (160 students in FY 04).

The impact of these developments on the district can not be overstated. Budget cuts coincided with (and probably helped cause) large enrollment declines and significant losses to school choice and charter schools. The dynamic created a fiscal and educational “downward spiral” for the district. These developments also coincided with declines in standardized test scores and increasing scrutiny by the state. Both the fiscal/institutional problems and the low test scores eventually led the district to be declared “underperforming” by the state Department of Education (now DESE) in 2007. 

 It is important to stress once again that the fiscal and institutional crisis actually preceded the state aid cuts. As we have noted, slowing state aid growth and rising costs had already created a major local conflict over the fiscal year 2001 budget. Perhaps to avoid another protracted local battle over “the schools,” district officials made what now appear to be excessively optimistic spending projections for the next fiscal year (2002). Out-of-district special education costs, in particular, were seriously under-funded. As a result, a new district administrative team found itself with a major budget crisis soon after it took charge. One result was a significant budget cut in Fiscal Year 2003, leading to the layoff of over twenty teachers. This staff cut was actually larger than that which took place in response to the state aid reductions the next year.

The argument, here, is not that the recession-induced cuts were insignificant or that the problem was one of local incompetence. Rather, the argument is that the crisis facing the school district during these years was of a structural (and perhaps political) nature with its roots in the 1990s. This existing structural crisis was exacerbated by the recession-induced cuts. 

Following the cuts of FY 2004, the district experienced small increases in state aid. The overall increase was approximately $538,000 between FY04 and 08, for an annual average of just over $135,000. However the district budget increased by nearly $4,000,000 during this period, an annual average of approximately $989,000. 

School district officials have sometimes explained these large cost increases as efforts to recover from the recession-induced cuts. While it is true that approximately 16 new positions were added in FY 05, nearly half of these were cut the following year. In fact, recent budget increases have been caused by “fixed cost” increases rather than the restoration of programs.  Instruction costs, which increased by just over $390,000 annually during the FY04 to 08 period, appear to have been primarily driven by negotiated wage increases. These have coincided with exploding health care costs. Benefit costs (labeled “fixed costs” in Tables 2 and 4 )have increased by over $380,000 annually. 

 Another major cost driver has been school choice losses and charter school tuition increases, both of which appear in the spending tables as “tuitions.” The annual increase for this category totals approximately $97,000. 

The period saw out-of district-special education costs within the budget stabilize. Appendix C analyzes this phenomenon in greater detail. The stability of out-of-district costs in Tables 2 and 4 is partly a product of increased state aid in the form of the “Circuit Breaker” program. The numbers in the data are “net” of (after subtracting) state aid and thus do not reflect the overall trend in this area.  Also the district has reduced out-of-district costs – and no doubt overall costs -  by serving more students within the district. Yet the budgetary impact of this policy has been mitigated by increased in-  district cost. (See appendix)

Given relatively small increases in state aid, the magnitude of these budget increases has greatly increased local assessment requests (and the conflicts with local officials these requests produce). During the entire 2002-2008 period, local allocations to the school district increased by 8.1%, or by over $443,000 annually. Much of this increase occurred during the latter three years of the period. From 2005 to 2008 assessments have jumped to average increases of nearly $600,000 annually. It must be stressed once again that this average does not reflect initial assessment requests from the district to the towns. These were significantly higher, approaching $1 million or more.

Recent assessments have meant that virtually all local growth revenues have been allocated to the school district. As a result, rising educational assessments have exacerbated the fiscal problems of member towns. Conflicts over the school budget, a feature of local politics since the late 1990s, have intensified. Two Proposition 2.5 overrides to fund the district have failed and there has been one “district meeting” (2007) to approve a budget rejected by member towns.

This study is, in part, a response to these developments.

Three Scenarios: Roads Maps for the Future_____________________

This section of the report uses the historical analysis to present three scenarios for the future of the district budget. The scenarios make a variety of revenue and spending assumptions for fiscal years 2009 through 2014.

The first scenario evaluates the potential impact of the school district’s current “turnaround plan” assuming two potential state aid projections. The second scenario assumes the school district spending increases by 4.75%, the average inflation factor used by the Department of Elementary and Secondary Education from FY 06 to FY 08 (sometimes called the “implicit price deflator” or IPD) 
 

The first two scenarios create large gaps between revenues and expenditures. If the recent past is a precedent, these gaps would be narrowed by a combination of destabilizing budget cuts on the school district side and higher (and increasingly unsupportable) allocations from member towns. A third scenario envisions fiscal stability, at least in the area of local educational finance. It assumes a level of spending and state aid that allows member towns to allocate a reasonable level of resources to the school district.

All scenarios hold assessments to the towns of Gill and Montague constant at half of their revenue growth. These growth estimates are derived from projections made by the Gill and Montague town administrators in collaboration with this consultant. (See Appendix A).   Assessment increases of this magnitude are, of course, well below the averages for the study period. Given recent levels of state aid and school spending, this allocation would at first appear to be unrealistic, and perhaps even unfair, to the district.  

However, this report is designed to present options that stabilize the financing of both the school district and the member towns. Allocating half of all local revenue growth to the school district still creates significant fiscal challenges. In the case of Montague, for example, it leaves less than an estimated $250,000 annually to fund a range of expenditures, including wage and benefit increases for town employees, assessments to the regional technical school and capital needs. Furthermore, the assumption that half of all local revenue growth is a viable allocation to the school district creates a simple benchmark around which different spending and state aid assumptions can be evaluated. 

	
	
	Table 5: GMRSD Scenario #1 GMRSD "Turnaround" Estimate
	
	

	
	
	
	
	
	
	
	

	
	
	
	7% Budget Increase 09-011
	
	
	

	
	
	
	4.75% (IPD) 12-14
	
	
	

	
	
	
	Gap Assumes 50% Projecte town Revenues
	Local Assessments = 50% New Revenues
	

	
	
	
	All in Thousands of Dollars
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	Local 50%
	State Aid Inc.
	
	State Aid Inc.
	

	
	Budget
	   Increase
	New Revs
	1%
	          Gap
	4.75%
	         Gap

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	FY08  7%
	15,888
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	FY09
	17,000
	1,112
	270
	64
	778
	303
	-539

	
	
	
	
	
	
	
	

	FY10
	18,190
	1,190
	275
	64
	851
	317
	-598

	
	
	
	
	
	
	
	

	FY11
	19,463
	1,273
	282
	65
	926
	332
	659

	
	
	
	
	
	
	
	

	FY12 4.75%
	20,387
	924
	288
	66
	570
	348
	288

	
	
	
	
	
	
	
	

	FY13
	21,355
	968
	296
	66
	606
	365
	307

	
	
	
	
	
	
	
	

	FY14
	22,369
	1,014
	303
	67
	644
	382
	329

	
	
	
	
	
	
	
	


____________________________________________________

Scenario 1 The GMRSD “Turnaround Plan”

Scenario 1 presents an estimate of the cost of implementing the “Turnaround Plan” presented by Interim School Superintendent Ken Rocke to the Department of Elementary and Secondary Education in March, 2008. (See appendix)  It assumes that district spending will increase by the “Implicit Price Deflator” (IPD) average of 4.75% (see footnote 10). In addition, an average increase of 2.25% is assumed for fiscal years 2009 through 2011 to fund the staffing increases required under the turnaround plan. This brings the total increase for the first three years of the period to 7% annually. From fiscal years 2012 to 2014 the budget increases by the inflation estimate (4.75%).

As stated above, the scenario assumes that total local assessments will equal half of growth revenues for the towns of Gill and Montague, using this “constant” as a basis for measuring potential funding gaps. Two scenarios are assumed for state aid. The first assumes continuation of state aid increases at the FY09 level, approximately 1%.  The second assumes a level of state aid consistent with the inflation factor average, 4.75%.

Based on these assumptions, the GMRSD budget increases by an average of just under $1.2 million from 2009 through 2011. For the next three years, when the price deflator average is used, the district budget grows by approximately $970,000 annually. Assuming state aid increases by only 1% annually, budget gaps averaging over $850,000 are projected for the first three years and of approximately $610,000 in the last three years of the period. Assuming a level of state aid that increases with the average price deflator, the funding gaps are reduced to an average of approximately $605,000 in the first three years of the period and $315,000 during the last three.

These funding gaps suggest that without a significant increase in state aid and local assessments, it will not be possible to finance the proposed turnaround plan. 

Scenario 2: School District Spending and the “Implicit Price Deflator”

A second scenario, or set of scenarios, assumes that the school budget increases by the IPD inflation factor of 4.75%. School budget increases under this scenario are above the average for the final period of the historical analysis (2002 to 2008) but below the average increases since the recession-induced budget cuts of FY04. This produces GMRSD budget increases that range from approximately $755,000 in FY 09 to $952,000 at the end of the period. 

Again, we assume that Gill and Montague allocate 50% of growth revenues to the school district. We also make the same assumptions regarding state aid as in scenario 1, a 1% increase and a 4.75% increase.  In this scenario the budget gaps narrow considerably. The 1% state aid scenario would require increases in local contributions and/or cuts in the district budget ranging from $421,000 to $582,000. The 4.75 % scenario creates gaps ranging from $182,000 to $267,000. 

	Table 6: 
	Scenario 2:  GMRSD Budget Inc. 
	With Inflation Factor  
	(4.75%)
	

	
	
	
	
	
	
	
	

	
	Revenues:
	Local Inc 50% Growth Revenues
	
	
	

	
	
	State Inc 1%
	And 4.75%
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	GMRSD Budget     4.75%
	
	Local 50%
	State @ 1%
	
	State @4.75%

	
	Less Debt
	          Increase
	New Revenues
	(FY09 Inc)
	       Gap
	
	       Gap

	
	
	
	
	
	
	
	

	FY08
	15,888
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	FY09
	16,643
	755
	270
	64
	-421
	303
	-182

	
	
	
	
	
	
	
	

	FY10
	17,433
	791
	275
	64
	-452
	317
	-199

	
	
	
	
	
	
	
	

	FY11
	18,261
	828
	282
	65
	-481
	332
	-214

	
	
	
	
	
	
	
	

	FY12
	19,129
	867
	288
	66
	-513
	348
	-231

	
	
	
	
	
	
	
	

	FY13
	20,037
	909
	296
	66
	-547
	365
	-248

	
	
	
	
	
	
	
	

	FY14
	20,989
	952
	303
	67
	-582
	382
	-267


__________________________________________________________

Eliminating these gaps seems almost achievable through a combination of increased assessments and budget cuts by the school district. It should be kept in mind, however, that unless new revenues are found, any increase in local assessments above the estimate will put the towns at extreme risk. It should also be pointed out that school district budget cuts of this magnitude might require staff reductions well below the levels the district currently believes is acceptable.

In short, even under these more favorable scenarios, annual revenue gaps would continue to produce the budget dynamic which has characterized school finance in the district since the late 1990s – annual battles between “the schools” and “the towns” over assessments requests that significantly exceed available local revenues.

	
	Table 7:
	GMRSD Budget/Revenue Scenario #3: Fiscal Stability
	
	 
	

	
	
	
	
	
	
	
	

	
	
	Budget increase = 3.3% (02-08 Ave)
	
	
	

	
	
	State Aid = 4.75 % (06-08 Ave State Deflator)
	
	

	
	
	Local Contribution = 50% Revenue Growth
	
	

	
	
	All Numbers in Thousands of Dollars
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	Local 50%
	State Aid
	Total 
	

	
	 Budget 3.3%
	  Increase
	New Revs
	IPD 4.75%
	Revenues
	Gap

	
	
	
	
	
	
	

	FY08
	15,888
	
	
	
	
	

	
	
	
	
	
	
	

	FY09
	16,412
	524
	270
	303
	573
	49

	
	
	
	
	
	
	

	FY10
	16.959
	542
	275
	317
	592
	50

	
	
	
	
	
	
	

	FY11
	17.513
	559
	282
	332
	614
	55

	
	
	
	  
	
	
	

	FY12
	18,091
	578
	       288
	348
	636
	58

	
	
	
	
	
	
	

	Fy13
	18,688
	597
	296
	365
	661
	64

	
	
	
	
	
	
	

	FY14
	19,304
	616
	       303
	382
	685
	68

	
	
	
	
	
	
	


Scenario 3: Local School Finance Approaches Fiscal Stability

Under this scenario, school spending increases by only 3.3%. This is the level of increase for the years of the historical period 02 through 08 and approximately the level of increase of new growth revenues experienced by Gill and Montague. Local assessments are pegged at 50% of growth revenues. State aid increases by the price deflator estimate, 4.75%. Under this scenario the budget gap is eliminated and small surpluses appear.

This scenario, of course, assumes school spending increases low and state aid increases high compared to recent experience. Still, if aggregate wage and benefit increases were pegged to the overall budget increase desired and enrollment stabilized, the scenario might be viable. Stable enrollment could both increase state aid and eliminate increases in school choice and charter school payments (the system being at equilibrium). The district would also need to stabilize special education costs and the towns would probably need modest increases in growth revenues over the amounts assumed.

Conclusion: Do We Have A Choice?

Can a strategy for fiscal stability be implemented? To those who have experienced the local school budget conflicts of recent years this might seem an impossibility. The tendency has been to simply throw up our collective hands and call for a state takeover (or some radical form of regionalization). However, if school districts in the region are to avoid complete fiscal collapse, we will need to implement the measures that this last scenario requires. Even a state takeover or a regional mega-district would need to address the core issues raised in this report.

In short, fiscal stability will require an increase in revenues and a cut in annual fixed cost increases. The former will require a level of Chapter 70 aid that matches or exceeds the fixed cost increases of local districts. It may also mean periodic Proposition 2 1/2 overrides. On the spending side, more modest budget increases will require reducing wage/benefit increases, stabilizing the cost of special education, and reaching an equilibrium with regard to school choice losses, charter school payments and general enrollments. 

Achieving this goal will require a much higher level of planning and collaboration than currently exists. A consensus plan for fiscal stability, approved by the school district, the state and the member towns, will be required. While this plan may involve forms of regional collaboration and consolidation, it must clearly address the central issues raised in this study: inadequate revenues and unsupportable cost increases identified in the previous paragraph.

There are significant institutional and political obstacles to developing such a plan. But the alternative is continued institutional instability which undermines education and the  support for it in our local communities.

 Do we have a choice?

Appendix A: Montague and Gill Revenue Projections____________

Table 8 Shows revenue projections for the member towns in the Gill-Montague Regional School District. The Montague projections were made by this consultant and Montague Town Administrator Frank Abbondanzio in conjunction with a “five year fiscal plan” for the town of Montague. The Gill Projections were made in consultation with Gill Town Administrative Assistant Tracy Rogers for this report. The projections show three sources of revenue which may be used to finance local district assessments: property taxes, state aid and "local receipts." Other sources of local revenue, such as state Chapter 90 highway aid, sewer user fees and grants targeted to specific programs, are not included.

1. Property taxes.

Montague currently generates approximately $11 million annually in property tax revenue. Gill is supported by nearly $1.74 million. Growth rates are restricted by the state law known as Proposition 2 1/2.

Property tax increases for both towns are calculated as the annual increase of 2.5% plus "new growth" allowed by state law (Proposition 2 1/2). The calculation to the 2.5 “levy limit” is a straightforward annual exercise. "New growth" is less certain and can vary significantly from year to year. Both estimates are consistent with trends over the previous five years. In the case of Montague, taxes to the levy limit plus "new growth" are assumed to increase from just under $407,000 to over $460,00. Gill property taxes are estimated to increase from approximately $69.000 to approximately $78.000.

2. State Aid

Montague's level of state aid is currently just over $1.7 million while that of Gill is just over $290,000. The towns are thus significantly less dependent on state aid than the school district but state aid cuts or increases have historically had an impact on local budgets. The historical experience in this area has been mixed. During the state fiscal crisis associated with the 2001 recession, lottery funds were diverted to the state budget and aid to cities and towns declined. When the lottery was fully funded there was a significant increase in state aid. 

The estimates for both towns assume very small increases in state aid. We are assuming that the lottery will continue to be fully funded but also that there will be no “windfalls” for the towns. For Montague, state aid increases are projected to be from just over $42,000 to just over $48,000 per year. For Gill the aid is assumed to increase by an average of $6,100 annually.

3. Local Receipts.

This is a diverse category that includes the auto excise tax, permits and fees. Currently Montague receives approximately $1.3 million in this area while income from this source is approximately $290,000 in Gill. As with state aid, this is a much less significant revenue source than property taxes but increases or cuts can have an impact on annual budget balances.

Montague's revenue increases from this source have been relatively small and are projected in the town administrator's study to continue at a rate of approximately $12,000 per year.  Gill's local receipts have been more variable in recent years. An increase has been projected for FY09 but then revenue in this area is projected to be virtually "flat."

4. Growth Revenue and the GMRSD Budget

In recent years, district assessments have been considerably above the estimate of 50% of growth revenues used in the scenarios one through three. For example, Montague’s total assessments for the GMRSD have increased by over $350,000 annually since 2002. In some years assessments have exceeded growth revenues, leaving no funds for town operating budgets, capital needs and other assessments.  

From the point of view of the GMRSD, the fifty percent assumption may well provide inadequate revenues. However, that estimate also leaves under $300,000 for budget increases in the member towns, a level significantly below current rates of increase. Thus any scenario for fiscal stability will require budget austerity in both the school district and member towns.

Table 8: Montague and Gill Growth Revenue Projections, FY09-FY14

	
	Montague
	
	
	
	Gill
	
	
	
	
	

	
	Taxes*
	
	
	
	Taxes
	
	
	
	
	

	
	2.5 Plus
	
	Local 
	Total
	2.5 Plus
	State Aid 
	Local
	Total
	Total Gill 
	

	
	New Growth
	State Aid
	Receipts
	Montague
	New Growth
	Receipts
	Gill
	Montague
	50%

	
	
	
	
	
	
	
	
	
	
	

	     FY09
	407,192
	42,482
	12,296
	461,970
	68,555
	5,796
	3,919
	78,270
	540,240
	270,120

	     FY10
	417,372
	43,544
	12,419
	473,335
	70,269
	5,912
	0
	76,181
	549,516
	274,758

	     FY11
	427,806
	44,633
	   12,544
	484.983
	72,026
	6.030
	0
	78.056
	563.039
	281,520

	     FY12
	438,501
	45,749
	12,669
	496,919
	73,826
	6,151
	0
	79,977
	576.896
	288,448

	     FY13
	449,464
	46,893
	12,796
	509,153
	75,672
	6,274
	0
	81,946
	591.099
	295,550

	     FY14
	460,700
	48,065
	12,924
	521,689
	77.564
	6,399
	0
	83,963
	605,652
	302,826


Source: Estimates based on historical experience, FY2000 to FY08. Made in consultation with the Montague Town Administrator Frank Abbondanzio and the Gill Administrative Assistant Tracy Rogers. See Montague Report (29-32) and Gill Report (17-19) 

Appendix B: Wages and Benefits________________________

The data presented in the historical section of this study showed total costs for instruction and administration and other personnel services. Although these categories are certainly heavily impacted by wage increases or declines, they are also influenced by expansion or cuts in personnel. To gain a better understanding of the impact of wages and benefits on the GMRSD budgets, data contained in “budget assumptions” and collected by the state were reviewed.

Table 9 is an estimate of total wage and benefit increases contained in the FY08 budget. The source of this estimate is the "budget assumptions" provided by the district in May of 2007 (see attached assumptions on the following page). The totals combine wages and benefits for both union employees and non-union administrative personnel. The assumption is that this represents the total “labor cost” increase that results from a negotiated contract or contracts.

The analysis shows that the total wage and benefit increase in the FY08 budget exceeded $600,000 At the bottom of the page, an estimate is made of the impact of a 50% reduction in the benefit/health care increase due to joining the state Group Insurance Commission. The estimated impact of the GIC reduces the total increase to just over $500,000.

Table 10 shows total and average teachers’ salaries for the period FY 1997 to FY 2006. Data on the number of teachers (actually “full time equivalents," a unit of measure that includes part-time staff) and enrollments is shown. 

Average teachers’ salaries have increased by over 50% during this period. The average salary in the district is now much nearer the state average. If the goal of district wage policy has been to bring teachers here into parity with others in the state, it appears to have partially succeeded. 

The data also shows that the district has “downsized” with the decline in enrollment. The number of “Full Time Equivalents” has declined by 21% in response to an enrollment decline of approximately 25%. However, wage increases have caused total cost for “instruction” to increase and these data do not include significant additional increases in benefits. Thus wage and benefit increases have negated potential impacts of staff cuts, creating the impression that the district has not responded to enrollment declines. 

The data also suggests that the assumptions in the Chapter 70 state aid formula about the budgetary impacts of enrollment declines may not be valid. Wage and benefit increases appear to negate staff cuts in response to enrollment declines.

	Table 9:    
	GMRSD Wage and Benefit Increases – FY08
	
	

	
	
	
	
	
	

	
	Source: GMRSD "FY08 Budget Assumptions" (5/30/07)
	

	
	
	
	
	
	

	
	
	
	
	
	

	Administration
	
	
	
	

	
	Staff and Supply Increases ($11,180) 
	$10,000 
	(Est-JS)

	
	
	
	
	
	

	Instruction
	
	
	
	
	

	
	Contracted STEPS (3%) and COLA (3%)
	$248,089 
	

	
	Teachers, Guidance, Psych, Library
	
	

	
	
	
	
	
	

	
	Supervision (Principals, Sped) 3%
	$11,655 
	

	
	
	
	
	
	

	
	Support Staff Contracted
	PARAs 2-5%
	$30,000 
	add days (?)

	
	
	
	Clerks 2-5%
	$20,000 
	

	
	
	
	
	
	

	Operations and Maintenance
	
	
	
	

	
	Staff Contract STEPS (2%) and COLA(3%)
	$18,537 
	

	
	
	
	
	
	

	Fixed Charges
	
	
	
	
	

	
	Health Insurance (Active and Retiree) 20%      $321,000
	

	
	Retirement Assessment
	
	$24,000 
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	Total
	$683,291 
	

	
	
	
	
	
	

	Assume 50% GIC Health savings
	
	$522,791
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Table 10_______

Gill-Montague Regional School District: Enrollment, Number of Teachers, Salaries   FY 97-FY06

FY
 Total Salaries
Total Teachers
 Ave. Salaries     Enrollment

FY97
    4,472,000
         132.1
  33,853                  1627

FY98
    4,686,116
         137.3
  34,130                  1635

FY99
    4,984,797
         135.2
  36,870                  1562

FY00
    5,259,127
         127.6
  41,216                  1540

FY01
    4,952,801
         119.7
  41,373                  1483

FY02
    5,149,624
         125.3
  41,098                  1474

FY03
    4,507,395
         104.2
  43,270                  1425

FY04
    4,755,710
           95.7           49,699                  1265

FY05
    5,336,668
         111.2
  48,000                  1218

FY06
    5,378,742
         104.1
  51,669                  1225

% Inc.                                     -21%                                       -25%

Average salaries (State) FY97=$42,874; FY06=$56,352
Notes:
1. Number of teachers is shown in full-time equivalents (FTEs).  For example, a teacher who worked half-time would count as .5 "FTE". 

2. DOE Source: End of Year Pupil and Financial Reports, submitted to DOE by school superintendents.

Sources: 

a. Salaries, FTEs:

Massachusetts Department of Education, “ Average Teacher Salaries, Massachusetts Public Schools, FY97 to FY03”

http://finance1.doe.mass.edu/schfin/statistics/salary9703 
Massachusetts Department of Education, "Average Teacher Salaries, Massachusetts Public Schools, FY04 to FY06"

http://finance1.doe.mass.edu/schfin/statistics/salary.aspx?D=674

b. Enrollment:

Massachusetts Department of Education,  "School Finance: Statistical Comparisons: Long-term trends in individual districts' grade PK to 12 enrollment" (Gill- Montague)

http://finance1.doe.mass.edu/schfin/statistics/enroll_grades.aspx?ID=674

Appendix C: Special Education___________________

The historical data used in this study to evaluate the impact of special education on the GMRSD budget is limited to spending for out-of-district placements. The data showed a big increase in spending in this category in the 1990s, rising from under $100,000 at the beginning of the decade to over $500,000 by 1999. By 2002, out of district special education costs exceeded $1,000,000. Between 2002 and 2008, spending in this category appears to have stabilized and even declined somewhat Between 2002 and 2006 the cost of these services declined 30% but then began to rise again. Budgeted spending is predicted to exceed $900,000 in the FY09 budget.

As stated, this data includes only out-of-district spending, not spending for special education students within the district. Furthermore, the totals represent “net” expenditures after state reimbursements. Thus, the data does not necessarily reflect trends in total expenditures for special education.

This appendix shows data from the Department of Elementary and Secondary Education on total spending for special education between 1998 and 2007. (See Table 11). It includes spending within the district. The totals for out-of-district expenditures include amounts reimbursed by the state. 

Total spending for special education increased from $1.7 to $3.7 million from 1998 to 2007. Total spending increased between 2002 and 2007 from $2.8 million to $3.7 million. Thus total special education expenditures did not decline as the historical data suggests (Table 2). 

Some of this increase can be accounted for by in-district expenditures not reflected in the historical data. Expenditures within the district rose from $1.6 million to $2.2 million from 2002 to 2007. Secondly, the historical data used previously reflects the impact of the state “circuit breaker” program, thus creating the appearance of a reduction in costs. In fact, out-of-district expenditures, including state reimbursements, rose from $1.2 million to $2.4 million during this period. If the state and local data sets are accurate, this suggests the state circuit breaker program had a significant impact in reducing the increase in out-of-district costs to the district and member towns. At the same time, the data suggests that efforts to reduce out-of-district placements may have increased in-district district costs.

Table 12 shows special education expenditures as a percent of the total school budget and the percentage of special education students in selected districts in the state. The percentage of low income students is also shown, since it is sometimes suggested that special education costs are a function of the class and income profile of the district.

Expenditures in the Gill-Montague regional school district, as a percentage of the total budget, were nearly 25% above the state average in 2007. By this measure, they were comparable to Mohawk regional district, with a lower percentage of low-income students, and significantly above those of Greenfield, with a higher percentage of low income students. The percentage of special education students in the GMRSD, however, was comparable to the state average. The percentage of students was lower than Mohawk, which had a lower percentage of low income students, and comparable to Greenfield, which had a higher percentage of low income students.

In sum, the number of special education students in the GMRSD in 2007 was at the state average despite the high number of low-income students. On the other hand, special education spending, as a percentage of the school budget, was significantly higher than the state average, suggesting that the district provides more generous services to these students.  

Is the level of spending on special education in the district a product of the “population the district serves,” as is commonly suggested? Table 12 shows significant variation in special education expenditures between districts, variation that may not be entirely correlated, with levels of “need.” (if we assume that income is one measure of need). An extreme example is shown by the comparison between Holyoke and Lexington. Holyoke has fifteen times the number of low income students as Lexington but spends a lower percentage of its budget for special education.

The comparative data presented in this appendix is designed to be suggestive. The goal is to put special education policy in the GMRSD in a broader context. It suggests that we need to be cautious in explaining the causes of rising special education costs here and around the state. It also suggests that, although the high cost of special education is not a problem unique to the GMRSD, local efforts to control those expenditures can have an impact.

Table 11: Gill-Montague Special Education Expenditures, 1998-2007


  In District__                Out of District_______
Year
Teaching   Other Inst         In           Out of                 Total         % Budget            



                             State          State____________________________
1998
1,077,137   128,834
  470,103
  0
            1,676,07         17.20

1999
1,067,966   141,742
  150,453       382,007
            1,742,168       16.90

2000
1,399,610   131,107
  126,313       557,875
            2,214,905       19.80

2001
1,313,936   211,841
  131,909       889,240
            2,546,926       21.30

2002
1,353,829   210,070
  1,193,722
    0
            2,757,621       22.90

2003
1,328,501   164,364
  1,247,406
    0
            2,740,271       23.20

2004
1,479,056    267,118
  1,434,682
    0
            3,180,856       29.40

2005
1,592,175   352,197
    989,776     1,424,343
4,358,491       32.60

2006
1,923,087   532,064
    354,393     1,176,349
3,985,893       28.00

2007
1,956,436   199,553
    406,368     1,107,786
 3,670,143      25.20

Source: DESE, School Finance, “Direct Special Education Expenditures As A Percentage of School Budgets2007”at http://finance1.doe.mass.edu/schfin/spedexpbudget.axp

	
	
	
	
	                         FY07
	
	
	Special  
	                   Pupils

	
	
	 -- In-District Instruction--  
	 - Out-of-District Tuition -
	Combined
	Total
	Education
	        Percent of District

	
	
	
	
	Mass. Public
	Mass Private 
	Special Ed
	School 
	Percentage
	                 2007-08
	

	
	
	
	Other
	Schools and
	and Out-of-
	Expenditures
	Operating 
	of Budget
	
	Low 

	District Name
	 
	Teaching
	Instructional
	Collaboratives
	State Schools
	(A+B+C+D)
	Budget
	(E as % of F)
	Sped %
	Income%

	
	
	
	
	
	
	
	
	
	 
	

	    GiILL MONTAGUE                
	1,955,755
	199,550
	406,368
	1,107,786
	3,669,459
	14,540,986
	25.2
	19
	 43

	
	
	
	
	
	
	
	
	
	 
	

	   MOHAWK TRAIL                 
	2,004,281
	846,938
	95,371
	659,409
	3,605,999
	14,059,354
	25.6
	21
	 32

	   GREENFIELD                   
	2,197,626
	427,976
	474,219
	1,393,244
	4,493,065
	20,793,297
	21.6
	19
	 56

	   PIONEER
	
	1,119,458
	291,997
	109,441
	463,573
	1,984,469
	11,259,546
	17.6
	18
	 21

	   FRONTIER (HS)
	693,104
	162,309
	393,587
	385,060
	1,634,060
	8,205,964
	19.9
	20
	 15

	
	
	
	
	
	
	
	
	
	 
	

	   SUNDERLAND (ELEM)
	403,308
	68,183
	66,187
	1,350
	539,028
	2,445,368
	22.0
	13
	 16

	   WHATELY (ELEM)
	112,255
	51,397
	18,240
	47,133
	229,025
	1,490,937
	15.4
	9
	   9

	   LEVERETT (ELEM)
	191,029
	80,604
	0
	40,404
	312,037
	1,798,275
	17.4
	19
	  20

	   AMHERST (ELEM)
	3,470,680
	523,506
	83,116
	159,963
	4,237,265
	20,239,502
	20.9
	17
	  29

	
	
	
	
	
	
	 
	
	
	 
	

	   HOLYOKE                      
	6,514,702
	2,192,788
	593,197
	6,276,475
	15,577,162
	75,843,663
	20.5
	23
	  77

	
	
	
	
	
	
	
	
	
	 
	

	   LEXINGTON                    
	10,897,251
	982,213
	1,113,119
	5,015,831
	18,008,414
	77,921,076
	23.1
	16
	    5

	
	
	
	
	
	
	
	
	
	 
	

	state total all operating districts
	1,042,764,294
	195,101,560
	204,000,161
	420,287,438
	1.862,153,453
	9.613,769,881
	19.4
	17
	    30


Source: DESE data on special education and school district profiles.

Appendix D: GMRSD Turnaround Plan_________________
This appendix includes the portions of the GMRSD Turnaround Plan that were used to calculate the budget increases in Scenario 1. The turnaround plan itself was a response to the school district being declared “underperforming “by the state Department of Elementary and Secondary education in June of 2007. In the fall of 2007, a team was sent by the state to evaluate the district:

“[The] three-member team of independent evaluators examined the district’s leadership capacity and governance practices, assessing the strengths of the Superintendent, the School Committee, key central office staff, and building-level leaders. Their District Leadership Evaluation report was provided to Gill Montague Regional School District in November of 2007.” (Turnaround Plan, p. 1)

In short, while the district’s underperforming status was a product of low test scores and fiscal problems, the consultants were tasked to focus on “leadership capacity and governance practices.” The DESE report emphasized resolving an on-going controversy over consolidation of the elementary schools, stabilizing administrative capacity and centralizing curriculum coordination.

The turnaround plan, first presented to the DESE by the GMRSD Superintendent Ken Rocke in March of 2008 (and revised in May), was framed by the consultant’s report. It focuses on efforts to resolve the elementary school issue, stabilize administration and improve curriculum coordination. The plan also proposed a significant expansion of staff and services, many of them targeted to underperforming or “at risk” students. District officials have, justified these increases as needed to “restore” services eliminated during the recession-induced cuts of 2003/2004.

The following portion of the turnaround plan includes these services. They appear primarily in “goals” D and E.  Implementation is generally described as “pending funding.” Scenario A in this report was designed to project costs for these services in the context of future expenditures and revenues

For two versions of the Turnaround Plan see: http:www.gmrsd.org

Goal A: Resolve elementary configuration question

Status: can accomplish with FY09 budget plan

Objectives:

· Establish broad grade-span configuration for all district elementary schools

· Consolidate educational resources at Sheffield

· Free district leadership to focus on educational and fiscal issues

· Re-establish leadership credibility in eyes of community and towns

	Priority Goal A: Resolve the elementary configuration question in order to realize fiscal efficiencies that will free up resources to support the district's educational needs.
	Status

	
	

	A.
	Change processes by which: a) school buildings are closed; and b) grade levels are transferred.

	 
	1
	Amend regional agreement to lower threshold for closing a school from 8/9 at school committee level, to a 2/3 school committee vote followed by majority votes in each town.
	approved by DSC and towns: submitted to DESE

	 
	2
	Amend district policy to raise threshold for transferring grade-levels from building to building within a member town from simple majority to 2/3 majority, in order to reduce likelihood of subsequent reversal of vote.
	approved by school committee

	B.
	Initiate a plan to consolidate elementary education in Town of Montague at Sheffield Elementary.

	 
	1
	Move all 1st & 2nd grade students from Hillcrest to Sheffield, to establish broad grade-span configuration
	students will be in Sheffield for September 2008

	 
	2
	Perform architectural study to determine costs of making 'old' side of Sheffield Elementary fully accessible
	planning

	 
	3
	Perform architectural study to determine costs of making 'old' side of Sheffield Elementary appropriate for pre-K and K
	planning

	C.
	Create a process and a plan to determine future of Montague Center School

	 
	1
	Plan for possible transfer of MC grades 1-3 to Sheffield and K to Hillcrest
	transition planning

	 
	2
	Implement process to determine viability of MC plans
	done

	 
	3
	Review plans according to set timeline, school committee makes final decisions
	school committee rejected both plans

	 
	4
	Implement plan to move MC grades 1-3 to Sheffield, K to Hillcrest for Sept. 2008
	in process

	D.
	Create staffing plan and budget for consolidated Sheffield for SY08-09

	 
	1
	design and staff behavioral and special education consolidated programs
	in process

	 
	2
	consolidate classrooms
	in process

	 
	3
	modify building as needed to accommodate new students and programs
	in process


Goal B: Reorganize central office and educational administrative staffing

Status: can accomplish with FY09 budget plan (GIC gains)

Objectives

· To provide significantly increased central office capacity to design, implement and monitor curriculum development, professional development, and new program development. 

· To increase district capacity to provide effective supervision and evaluation of teachers in all district schools.

· To provide district capacity to engage in long-term strategic planning, focusing on leadership, educational achievement, and fiscal sustainability.

· To improve district ability to manage data, technology and train staff

· To stabilize district leadership team and retain highly qualified district administrators 

· To provide full-time principals at each school

	Priority Goal B: Reorganize central office and educational administrative staffing in order to increase capacity to provide effective management, supervision and oversight of educational improvement
	Status

	A.
	Plan educational administrative staffing for SY08-09

	 
	1
	Hire superintendent for FY09
	waiver issued: contract in negotiation

	 
	2
	Determine administrative staffing plan for SY08-09
	in progress

	 
	3
	Hire Director of Elementary Education
	done

	 
	4
	Hire principal for consolidated Sheffield Elementary
	interviews scheduled

	 
	5
	Hire principal for Hillcrest Early Childhood Center
	done

	 
	6
	Expand principal position at Gill from .5 to 1.0 FTE: hire
	interviews scheduled

	 
	7
	Hire Director of Student Services and Special Education
	interviews scheduled

	 
	8
	Review administrative needs of PPS and SPED
	in progress

	 
	9
	Add grant-funded .5 nurse/leader position
	in progress

	 
	10
	Explore need for SPED district-wide team leader
	 

	 
	11
	Hire all administrative staff for MS/HS
	in progress

	B.
	Re-do all administrative contracts

	 
	1
	Write job descriptions for new / changed positions
	in progress

	 
	2
	Perform county-wide compensation survey
	done

	 
	3
	Determine cost of indexing admin salaries to county average
	in progress

	 
	4
	Negotiate contracts indexed to county average
	in progress

	C. 
	Add central office capacity to manage data, technology and IT training of staff

	 
	1
	Determine optimal central office staffing for IT
	in progress

	 
	2
	Write job descriptions for new / changed positions
	in progress

	 
	3
	Negotiate contracts / hire new as needed
	in progress


Goal C:
 Create an educationally sound and fiscally sustainable budget for FY09 and beyond

Status: in progress

Objectives:

· Find cost economies for FY09 budget and beyond

· Work with member towns to forecast sustainability of future budgets

· Identify strategies for increasing school revenue streams

	Priority  Goal C:  Create an educationally sound and fiscally sustainable budget for FY09 and beyond
	Status

	A.
	Create room in FY09 budget for restoration of educational programs and services

	 
	1
	Join GIC to reduce health insurance costs
	done

	 
	2
	Regain lost economies-of-scale through elementary school building consolidation
	decisions made, in progress

	 
	3
	Negotiate teachers' contracts within budget parameters
	in progress

	 
	4
	Reduce out-of-district SPED costs through increased monitoring
	on-going

	 
	5
	Explore possible collaboration with neighboring districts on special programs for middle and high school students
	beginning discussions

	B.
	Develop inflation index-linked budget for FY09

	 
	1
	Calculate net savings through GIC
	GIC rates set in March, sign-up in May

	 
	2
	Estimate net changes in revenue streams
	estimating

	 
	3
	Determine net savings available for restoration of educational programs and services
	on-going

	 
	4
	Issue preliminary budget
	towns will vote on May 3rd and May 5th

	 
	5
	Calculate net assessment to member towns
	done

	C.
	Work with member towns to develop 5-year fiscal sustainability plan for district and towns

	 
	1
	Secure funding for study
	done

	 
	2
	Determine scope of work
	done

	 
	3
	Hire consultant to do study
	preliminary report  in progress


Goal D: Restore and improve elementary educational programs and services

Status: Restoration of key positions and initiatives will be dependent upon funding

Objectives:

· To provide sufficient social and emotional support to students to overcome obstacles to learning

· To provide sufficient academic support to students to enable them to achieve their potential

· To provide appropriate academic coaching to teachers to increase their ability to help students improve understanding of core academic subjects

· To provide computer technology learning experiences to elementary students

· Extend Responsive Classroom model to all elementary classrooms and schools

· Establish Math Expressions as core math curriculum

· Maintain and expand reading and literacy initiatives

· Explore Expanded Learning Time models

· Map and align elementary curriculum

	Goal D: Restore and improve elementary educational programs and services
	Status

	A.
	Restore elementary educational programs and services 

	 
	1
	Increase .5 Gill nurse position to FT
	Shift .5 position from Montague Center

	 
	2
	Shift Reading Specialist position from Reading First Grant to general operating budget
	in budget

	 
	3
	Shift Title I teaching position from Title I grant to general operating budget
	in budget

	 
	4
	Purchase new computer lab for elementaries
	done

	 
	5
	Hire additional .5 ELL teacher
	dependent upon funding

	 
	6
	Hire additional elementary social worker / counselor
	

	 
	7
	Hire additional school psychologist, for testing, diagnostic and clinical intervention services to preK/K and 1-5 students
	

	 
	8
	Hire math coach for Math Expressions curriculum
	

	 
	9
	Hire computer technology teacher for elementaries; train teachers in Galileo
	

	B.
	Improve elementary education
	 

	 
	1
	Extend Responsive Classroom model to all elementary classrooms and schools
	all initiatives in progress and will continue in FY09, with existing funding; extended professional development for teachers dependent upon additional funding

	 
	2
	Establish Math Expressions as core math curriculum
	

	 
	3
	Maintain and expand reading and literacy initiatives
	

	 
	4
	Map and align elementary curriculum, identify power standards, translate into student-friendly language
	

	 
	5
	Explore Expanded Learning Time models
	


Goal E:
 Restore middle school and high school programs and services

Status:  Curriculum initiatives will continue with FY09 budget; additional positions and professional development dependent upon funding

Objectives:

· To provide academic support to students 

· To provide social and emotional support to students to overcome obstacles to learning 

· To provide appropriate academic coaching to teachers

· Extend the 9th Grade Academy concept to 10th Grade

· To establish programs that will encourage and enable students to stay in school until graduation 

· Extend Developmental Designs model to middle school classrooms

· Maintain and expand reading and literacy initiatives

· Explore Expanded Learning Time models

· Map and align middle school and high school curriculum

	Priority Goal E: Restore and improve secondary programs and services
	Status

	A.
	Restore middle school and high school educational programs and services 

	 
	1
	Add .5 ELL teacher
	from GIC gains

	 
	2
	Provide MS/HS summer school programs
	

	 
	3
	Add 9th and 10th grade team leaders
	

	 
	4
	Continue to fund peer mediation coordinator (50% grant funded)
	

	 
	5
	Add afternoon/evening receptionist security position for building safety
	

	 
	6
	Add middle school reading specialist
	

	 
	7
	Add middle school math specialist
	dependent upon funding

	 
	8
	Add math/science instructor at high school
	

	 
	9
	Add high school career / guidance counselor
	

	 
	10
	Add middle school guidance counselor
	

	B.
	Improve secondary education

	 
	1
	Continue to train teachers in curriculum mapping and standards-based assessments
	all initiatives in progress and will continue in FY09, with existing funding; extended professional development for teachers dependent upon additional funding

	 
	2
	Continue to train staff in Developmental Designs model
	

	 
	3
	Explore Expanded Teaching & Learning Time initiative
	

	 
	4
	Maintain and expand Reconnecting Youth drop-out prevention program
	

	 
	5
	Continue Sedita Literacy Initiative for MS and HS staff
	

	 
	6
	Train teachers in use of Galileo software to improve continuous assessment & remediation
	

	 
	7
	Explore expansion of 9th Grade Academy to 10th Grade
	

	 
	8
	Explore Collins Writing Program for middle school
	


� The GMRSD is an independent budget-making entity. The district develops a budget, subtracts projected state aid, and then “assesses” member towns for the balance. The fact that this process assumes state revenues as a given but local revenues as the subject of much negotiation may be one of the key sources of conflict over the local budget.





�  At the start of the FY 2009 budget process the district estimated these revenue sources, excluding school choice “in” payments, special education “circuit breaker” reimbursements and grants, totaled approximately $1.2 million out of a total budget request of over $17 million. State reimbursements for high special education placements (currently called “Circuit Breaker”) do not appear under “other” revenue sources but rather reduces budget expenditures for this line item. The failure of the state to fully fund transportation aid “promised” to school districts when they regionalized decades ago has been a persistent complaint by both the GMRSD and member towns. During the period under study, regional transportation reimbursements have increased to nearly 85% of qualified students. However, there is no evidence that this has had a significant impact on the fiscal problems confronting the school district or member towns. For the FY09 budget, the district estimated the transportation reimbursement would total just over $289,000.


� Accounting for this category has changed over time in response to changing state policies. Currently the school choice portion of the total is “net” of losses and gains (students in and out). The charter school total, on the other hand, is the total payment, with reimbursement subtracted as income in the calculation of the town assessments.





� The high school renovation was financed, in part, by a  Proposition 2 ½ debt exclusion. In calculating the impact of local assessment increases, “debt” was subtracted from assessments during the course of the project.


� The analysis here suggests that a good deal of the increase in the school district budget was revenue driven. However, there certainly would have been increases in health care and special education costs in the absence of education reform funding. It would also be a mistake to suggest there were no problems financing public education in Massachusetts prior to education reform. In fact one could argue that fiscal problems, perhaps associated with the recession of the early 1990s, were a cause of reform.





� Similar questions about the assumptions underpinning the foundation budget have been raised by a recent report of the state education department (DESE). Massachusetts Department of Elementary and Secondary Education, Office of Strategic Planning, Research and Evaluation,  “Preliminary Report on Current Fiscal Conditions in Massachusetts School Districts” (January, 2008), pp. 3, 9-14.





� The term “fixed cost increases” is used here to refer to those increases built into the budget that do not reflect increases in services. That is, they are cost increases needed to maintain a “level services” budget. The term is not used to suggest that the district has no control over these costs. The GMRSD budget has a “fixed cost” category that essentially accounts for employee benefits. Special education is included in fixed costs even though an increase may reflect an increase in services for the students involved.





� See materials, including clips and budget analysis, in consultant’s files for the spring and summer of 2000.





� Most of this staff reduction occurred in FY03, the year before the state aid cut, and reflected the structural budget crisis that preceded the cut in state aid. The budget reductions appear to have reflected excessively conservative revenue assumptions,, partially a reaction to the under-funding special education accounts under a previous administration. The district’s FY04 Excess and Deficiency account was certified to contain over $1.4 million at the end of FY04. Since this was well above the state-mandated 5% E and D limit, funds were returned to the towns and the next few fiscal years were financed in part by these reserves. 





� See Department of Elementary and Secondary Education “Chapter 70 Foundation Budget Inflation Rates” http:/finance1.doe.mass.edu/chapter70/chapter09inflation.xls. The selection of the average from FY06 to FY08 was designed to create a mid-level number for the projections. Using the period FY07 to FY09 would have produced a higher inflation factor while including earlier years would have significantly lowered the projection. The inflation rate for FY09 was 5.18. See also Department of Revenue, Division of Local Services, Municipal Data Bank/Local Aid Section, “Implicit Price Deflator, 1980-2008.” 


� Commonwealth of Massachusetts, Department of Education, “District Leadership Evaluation Report: Gill-Montague Regional School District (October, 2007), 12-13. See also, Commonwealth of Massachusetts, Office of Educational Quality and Accountability, “How is Your School District Performing? Gill-Montague Regional School District, 2002-2005.” According to the EQA report, “Although the communities were expending 50 percent and 60 percent of their revenues on the district’s educational programs, and both communities were at their levy limit, the funds were not sufficient to ensure educationally sound programs to meet the needs of all students.” (18)
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