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Good Morning. For the record, I am Linda McCullooh State Supermtendent of Pubhc
Instruction for K-12 education. _

ITam pleased to be here today to tell you about the Ofﬁce of Public Instruction's respons1b1hty to.
'Local Education Activities, Program 09 which are the state and federal funds we d1str1bute to
436 public school districts and 21 special education cooperatives.

The challenge before this session to define a quality K-12 education and how to fund the |
education system will affect 146,519 students in our public K-12 education system. It will
define the 21* century learmng opportumnes for our kids and prepare them for the global world.

in which we live.

Please take a moment to think back to when we were in school and recall what the world of work
looked like. In 1950 the demand for unskilled labor was 60%, skilled labor was 20% and.
professwnal jobs was about 20%. Flash-forward — demands for professionals has virtually
remained unchanged, unskilled labor is 15%, and skilled labor has risen from 20% to 65%.
Today’s _]ObS are now expecting the available workforce to have a set of skills that were
ummagmable 50 years ago. Think about it, an clementary school teacher will teach a 6-year-old
child and prepare her or him for what they will encounter in education and work 50 or 60 years
from today Teaehers are preparing students for jobs that don't even exist today.

Our students a.nd schools are not immune from this changing world around them. Gone are the
days of 5-cent pencils as the sole writing instruments. Students are now learning key boarding in
elementary grades. Thus, schools are expected to stay technologically current and absorb new
expenses for technology, essential to preparing our students. for higher education and carcers, yet .
that technology will be outdated in a few years, Teachers are also expected to stay up-to-date -
with their evolving academic field and teach increasingly more complicated skills to make sure
that our Montana students are prepared to go to college, technical school or go right into a job.

My focus this moming is simple; My basic goal for OPI is to get resources to Montana .
classrooms. Our kids succeed in this rapidly changing environment when they have the
resources they need to be successful. Schools are at a crisis point in trying to provide an
educational system that the public wants and expects of our schools.

"It Is the mission of the Office of Public Instruction to improve teaching and learning through
communication, coffaboration, advocacy, and accountability to those we serve.”



- Distribution of School Funds

Let me explain the OPI distribution of state funds for schools and local education activities. I
would like you to please refer to a chart that is in your green packet from yesterday. Please refer
to the pie graph on the left. I want to focus your attention on the BIG blue slice of the pie. Just a
" reminder -- the K- 12 pass through funds are not available for the Office of Public Instruction
operations. The OP1 is responsible for distributing $557 million — 40% of the Montana State
Budget -- of monthly state aid payments to Montana’s 436 school districts under eight separate
entltlement programs.

As mentioned in our state level 06 presentations yesterday, the OP1 is extremely efficient at
collecting and compiling school district budgets, financial, enrollment and payment information.
I am also proud of the way we assist schools with their financial reporting functions. It is
important to me that the information schools are required to report result in meaningful tools that
schools and local decision makers can use to improve classroom learning. I view it as an
essential resource we can prowde over-burdened schools, as Well as account for state and federal

tax dollars.

Enrollment _
Please refer to the Facts in Montana Brochure, inside bottom left fold. As you know,

Montana's school funding formula is based on enroliment and Montana is still experiencing
declining school enroliment. These two basic factors are creating a challenge for our schools.
Schools are affected by Montana's shifting demographics driven by a combination of lower birth
rates and the departure from the state and lack of in-migration of families with school-age
children. In 2002, Montana had one of the lowest birth rates in the country. The number of live
births started to mcrease in 2000 and projections have the number rising in the next ten years B

Montana enrollment peaked in the 1995- 1996 school year. Since then, enrollment has decreased -
by over 17,000 students. Montana elementary school enrollment has steadily declined. It took a - '
“few more years, but i in 1998- 99 we have been seemg the same dechne in the high school
populatron '

A few exceptions to these declining trends are the enrollment of American Indian students which
has increased by 5% over the past 10 years. Atherican Indian students now represent 1 1% of K-
12 students as compared to 6% of the Montana population.

Itis 1mportant to note that 2% of the students in Montana are home schooled and 5% of the
students attend pnvate school — percentages that has remamed stable for many years '

What happens to a school when its enrollment declines? Do fewer students mean lower costs‘? I
taught at Bonner for 16 years prior to being elected to the State Supenntendent and am familiar
to what happens in a school setting. Let me give you an example using Bonner, a rural K-8
school district with 356 students and i 1s fairly typlcal of sehools in Montana :



Let’s see what might happen at Bonner if they had 8 fewer students. Say that 2 fewer students
have enrolled in the first grade, 1 less in second grade, 1 less student for the third grade, fourth
grade remains the same and the fifth grade has lost 2 smdents and 2 less in 6th grade .

Funding from the state averages $3,000 per student, so an 8-student reduction means a loss of
$24, 000 for the school's budget. This is roughly equ1valent to a teacher's beginning salary.

However, Bonner didn’t lose an entire class for any grade level, nor eliminate the need for
music, library and P.E. School operating costs do not drop in direct proportion to the enrollment
decline. Many classroom costs are fixed and on going — the building still needs to be heated, the
Lights still need be turned on, and the computer systems still needs to be maintained. And, asa
school librarian, I can assure you that a set of encyclopedias still costs about $900 even if there
are fewer students to use them. In summary, the declining enrollment in my "Bonner" scenario is
not enough to cut a classroom, but the reduced revenue equates to the need to cut a classroom
teacher. Parents become concerned when they are paying more taxes, yet experiencing larger
class sizes and fewer classroom materials for their children.

I know from personal experience how hard it is to make the painful and difficult-decisions on
how to preserve educational programs, dehver high quality education, and recruit and retain
quality teachers. Even though solutions to declmmg enrollment vary by school, we are all
concerned with a chipping away of quahty education in Montana's schools.

OPI Proposals for School Funding
While the federal and Jocal shares of revenues have gone up over the last 20 years, the state share

of revenues has gone down nine percentage points over the same period. Please refer tothe
Facts in Montana brochure agam and the pie chart on the bottom right hand inside fold. Over the
past decade, state funding increases for schools have not kept pace with inflation. State support -

+ for schools has increased by only 11% since 1995. At the same time, inflation has increased by

27%.

This session, HB 158, K-12 Base Aid, sponsored by the OPI and carried by Rep. Holly Raser
proposes to increase the basic and per-ANB entitlements for inflation. The percentage increases
will be calculated using the formula for-a CPI adjustment as adopted by the 2003 Legislature in
SB 424 and codified in MCA 20-9-326. In addition the per-ANB entitlement is increased by .
$350 per elementary ANB and $200 per hIgh school ANB in FY06 and then maintained at this
higher level plus 1nﬂat1on in FYO7. HB125 attempts to move us toward an adequate level of
funding but I know that we are not there yet. ‘

Another OPI bill this session that assists to address the impact of decllmng enrollment is HB

111- Per Educator Entitlement, sponsored by Rep. Gary Branae. This request is to fund a per-

educator entitlement of $1,000 per certified FTE and other school district professionals. The per-

educator entitlement would be established beginning in FY2006 and would be in addition. to the

~ basic and per-ANB entitlements that are currently part of the K-12 BASE Aid funding formula.
The creation of a per-educator entitlement will help stabilize funding for schools, especially

those schools that are struggling with the impacts of declining enrollment



Perhaps the best illustration of the effects of declining enrollment on school funding is when a
Legislator asked me after the 2001 Session why their local school district had less money than
the school year before when he knew that the Legislature had passed a 1.88% per-pupil increase
in state funding. The answer goes back to the issue of declining enrollment -- which negated the
increase in funding rates for the school. The best way to really see what the school funding
history really means is for you to spend some time in your local schools.

Full Time Kindergarten

The final funding issue I want to go over with you this mormng is Full Time K1ndergarten This
is a priority for me because it énables schools to prov:lde an educational opportunity that we
know makes a difference in a child’s life.

Expandin'g half-day kindergarten to a full time educational program is a powerful early
intervention tool that can help level the playing field for students who enter our schools already
behind. As I travel the state, I have seen first-hand the difference a few extra hours in a day can
make in the long-term academic success of a student.”

House Bill 47, carried by Rep. Kathleen Galvin Halcro, proposes to provide full-time ANB

funding for kindergarten students enrolled in a full-time public school Kindergarten program.
This proposal does not require schools to offer a full-time kindergarten program, but provides
full-time funding for those districts that do.  Nor does it require parents to enroll their c]:uld in
full-time kindergarten. :

Full-time Kindergarten has been proven to be a vital step in starting children on a successful path
to learning. Children who are enrolled in full- day kmdergarten programs, in compamson to half-
day programs, demonstrate:’

» Greater progress in Ilteracy, math and general learning skills

» Significant gains in social and emotional development

+ Fewer grade retentions and special education placements

+ Higher scores on achievement tests

- Réduced behavioral problems

As I mentioned to you earlier, Reading is a priority for me. We kriow that if a student isn’t
reading at grade level by the end of 3rd grade, the gap in achievement continues to increase, as
does the cost to help that student catch up. An investment in Full time Klndergarten isan
investment in early success rather thar trying to remediate faﬂure in the upper grades. ~ *

Our most recent survey of schools indicates that approximately 20% of elementary schools in
Montana are offering full time kindergarten. In summary, full tlme lﬂndergarten has been well
recewed by parents and educators across the state:

Special Education: -
Given that schools are already operating on very 11m1ted budgets, I want to bring to your
attention how the costs of special education have further impacted schools across Montana.



Please refer to page 8 of the Special Education Report to 2005 Montana Legislature handout
in your packet. -

Expenditures of state funds are shown in blue, federal funds in red and local funds in yellow.
Approximately $93.8 million, consisting of state, local and federal funds were spent to support
special education services in fiscal year 2004. Expenditures of state funds for special education
have remained essentially flat, growing from $33.3 million in fiscal year 1990 to $34.9 million in
fiscal year 2004 (an increase of about 1.9 million). In the same timeframe, local contributions
have grown from approximately $3 million to over $32 million (an increase of about 29 million)
and expenditures of federal funds have grown from $4.6 million to $26.3 million (an increase of
about 21.7 million). - ‘

The shortfall of state funding for special education has had a significant negative impact on
educational services for a// students. Because schools have had a shortfall in state funding for
support of special education, and because schools are obligated under the Individuals with
Disabilities Education Act (IDEA) to provide free, appropriate public education to eligible
students with disabilities, schools have had to take more and more of their general fund monies
to support special education services to meet their obligations. As a result, schools often have
been forced to reduce or eliminate some general education programs or services.

Conclusion ,
The 13 years that Montana's children are our students will affect them the rest of their lives.

Their educational experience will help to shape them into Montana citizens and productive
members of our economy and society. As a state we must invest in our educational system and
thus our children. I ask that you visit your school. Talk to educators, students and parents. For
many, the local school is not only an institution of learning, but also the heart of our
communities. As your State Superintendent I am here to answer any questions you have to help
you fully understand what schools need to continue our proud Montana tradition of quality

education.

'On behalf of Montana's 146,519 students, I thank you for your time and efforts today.






- Linda McCulloch, Superintendent
- Mentana Oiflce of Publle Instruction

. PO Box 202501

Helena, Montana 52820-2501

v Wil Opl. state.mt.us
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FY04 TOTAL FY04 TOTAL
GENERAL FUND EXPENDITURES . .
INCLUDES STATUTORY APPROPRIATION FEDERAL EXPENDITURES
(GUARANTEE FUND)

- $119,189,282
$556,889,898

l.ocal Education Activities -

Locai Education Activities - Program (09) 92.981% of total
Program (09) 89.207% of totat /

8,997,052

| State Level Activities - Program
(06) 7.019% of total

State Level Activities -
Program (06) 0.793% of total
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Expenditures of State, Federal, and Local Funds
Comparison by Year

100,000,000
90,000,000
80,000,000
70,000,000
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000-

0

1989-90 | 1990-91 | 1994-62 | 1992-93 | 1993-04°| 1094-05 | 1995-96 | 1996-97 _33.8 '1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04

Totals  [40,930.452142,333,419/48,785,181|52,768,38157,100,584]60,979,741/62,340,088165,502,661]68,580,504|71,278,260,75.222,537| 78,021 409 81,871 671 87,223,79293,896,241
Local $5 | 2,916,880 | 3,949,067 | 9,946,202 12,472,401/16,221,437|19,188,382|21,281,834124,347,5001 26,348,507(27,305 512128 523,786|29,649,483 31,306,722{30,800,967/32.679.138
Federal §§ 4,660,017 | 5,050,519 | 5,993,182 | 7,010,146 | 7,830,884 | 8,363,021 | 8,072,103 | 8,473,920 | 8,799,408 | 11,452,352{12,798,901]14,450,002 16,654,650|21,530,001)26,317.076|
State $9 '|33,361,646/33,333,83332,845,707,33, 306,834 33,057,263 33,428,338(32,986,151)32,681,151)32,432,679/ 32,520,396 33,899,850/33,912,024/33,910,200{ 34,883,734

34,900,024

Note: This table may differ from previously released versions. Amounts are changed to reflect adjustments to trustees’ financial summaries submitted by school districts.
Source: State - Special education payment amount uae.&mn_ by OPI accounting, which does not include reversion; Federal

- mxvom%ﬁmm. provided by OPl accounting {SABHRS year-end a.vo;x Local - mxum:u_eqmm, from
board of trustess’ financial summaries for special education allowable costs are reduced by the state payment amount to co

me up with the local amount.
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Assessment
Test Scores 2001 2002 2003

MT Natl., — MI Nagtl MT Natt,
SAT* ’
Verbal : 539 506 541 504 538 507
Math 530 514 547 516 543 519
ACT* 217 210 2.7 208 217 208

*Scholastic Aptitude Test—In 2003, 26% of Montana graduating seniors took the SAT.
**American College Testing Program—In 2003, 52% of Montana graduating seniors took the ACT.

Montapa continues to out pace the nation when it comes to NALP scores, but the gap & narrow w,
and now the national wverage is higher than the state average in writing.

elthough American Indimn studenis shill trail the siate noerage by more than 20 percentage points
and trail white studerts by meve than 25 percentage points.

High Scheol Graduates 2003
High school graduates 2003 10,657
GED* recipients (ages 16 to 19) 1,291
* General Educational Development
For more school data:
¢ www.opistate.mt.us/measurement/
* www.opistate.mt us/reportcard /

Dear Friends:

I am proud of Montana's education system and honored
1o be leading efforts to build a bright future for our students.
We have remarkable resources and talent in our communities,
schools, and families. Our excellent public education is built on *
educators, students, parents, business and community members
working together to invest in Montana's future. I am pleased to
present the informative "Facts About Montana Education.” To
learn more about K-12 education in Montana, I invite you to visit
our Web site at www.opi.state.mt.us.

LindaMcCulloch,
State Superintendent

The OFf attempts to provide accommodations for any known disability that may interfere with a persor:
perticipating in any service, program or activity of the office. Allemative accessible formats of this information
will be provided upon request. For further information, call {406) 244-0375 or TDD (406) 444-0235.

A total of 2,000 copies of this public d were publishad at an
is for production only.

. FACTS ABOUT

MONTANA

EDUCATION

d cost of $100.27 per copy- This cost

Linda McCulloch, State Superintendent
Montana Office of Public Instruction
PO Box 202501
Helena, MT 59620-2501
In-State Toll-Free 1-888-231-9393, Local (406) 444-3680
wrvt.opi.state. mt.us
August 2004







School Size and Enrollment

2003-04
Elementary Schaols -
School Size No. of Percent of Percent of
% Schools Schools  Enrollment Enrollment
>500 8 2% 4,573 6%
250 1o 4%9 119 26% 41,409 58%
100 to 249 98 ! 21% 17,437 24%
5010 99 [ 14% 4654 7%
<50 172 37% 3431 5%
Middie, 7&8, Junior High Schools
School Size No. of Percentof Percent of
Schools Schoels  Enrollment  Enrollment
=500 14 % 10,016 3%
250 to 499 2 11% 8917 31%
100 to 249 29 3% 4479 15%
50 to 99 46 21% 3,224 11%
<50 10 49% 2,492 9%
High Schools
School Size Mo, of Percent of Percent of
Schools Schools  Enrollment _ Furaollment
>500 25 14% 28,754 60%
250 to 499 21 12% 7582 16%
100 40 249 45 26% 7112 15%
50 to 99 40 23% 2821 6%
<50 44 25% 1,405 3%

Montana Statewide Revenues
2002-03

Local &
County Reveni hte Revenue
42% ; 4%

While federal and local shares
of revenues have gone up over
the last 10 years, the siate

Federal Revenue share of revenues has gonie
14% dowm nine percentage points
over the same period.

Per Pupil Expenditures 2001-02
LLS. Department of Education, NCES Quick Tubles & Figures

Montana: $7,080
National Average: $7.524
Montana ranks 30th in the nation

Montana enrollment peaked in the 1993-96 school year. Since then, enrollment hus decreased by over 17,000
students, The enrollment decrease is due to the decrease in Montana live bivihs. In 2002, Montana had one of the
lonvest birth rates in the country. The number of Hoe births started to increase in 2000 and projections have the
nupber riging in the next ten years. While enrollment has been declining as a whole, American Indian enroliment
kas increased by 5 percent over the past 10 years.







