Online Course-Level Funding:
Toward Colorado Self-Blended Secondary Learning Options
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Executive Summary

Many Colorado secondary students may benefit from greater opportunity to take a number of
traditional face-to-face classes and digital courses simultaneously. Students' ability to "self-blend"
courses in this manner is hampered by school district control of per-pupil funding and course
options. Following the national Digital Learning Council's guidelines, Colorado should alter the K-12
education funding system to enable greater student access to effective online course options.

State tax dollars make up the largest share of Colorado's K-12 funding, including the School Finance
Act's Per-Pupil Revenue (PPR) formula, various categorical programs, and school construction grants.
Personnel policies and central programs largely dictate how education dollars flow through district
offices to individual learning sites. Students enrolled full-time in a multi-district online program
receive less PPR than traditional district students. Students enrolled full-time in a single-district
online program bring in the same PPR as a full-time brick-and-mortar student. Even in cases where
students can access courses through an outside provider, district authority narrows the available field
of providers. Colorado Online, the state's largest supplemental online provider, receives a line-item
subsidy from the legislature in addition to individual course enrollment fees from districts.

A few states have enacted funding systems that allow secondary students to customize course-level

learning--including Florida, Minnesota and Idaho. Utah's new Statewide Online Education Program
provides the best example of student-driven, course-level blended learning. A similar system could

operate effectively in Colorado as follows:

* Funds should be distributed to schools based on multiple count dates rather the current single
October 1 enrollment count, using school membership rather than attendance;

* Dollars should be divided beyond full-time and part-time to reach the course level, using a tiered
funding structure to differentiate costs based on course content;

* PPR and categorical funds should be combined and allotted to individual K-12 students, weighted
according to need, and directed to their chosen school and/or courses; and

* Atleast 50 percent of funding should be given to providers only after successful course
completion, with bonuses contemplated for measurable excellent achievement.

To balance concerns, the state also should contract with an outside entity to monitor and report on
course and provider outcomes. Two significant barriers to a student-centered, course-level funding
system are the lack of common course testing measurements and concerns about how to "share"
accountability for a student's performance. While specific solutions to these challenges lie outside the
scope of this paper, the new funding system would align with efforts to shift much of the
accountability burden from input-based demands to standard, transparent performance measures
and market-based quality control.

To win support for significant statewide changes, a cross-section of 10 or more school districts could
be selected to pilot the program locally. Yet regardless of how rapidly it is implemented, Colorado
needs to empower students to direct funds among numerous effective course options to help fulfill
the potential of blended learning and to unleash new opportunities to improve students' academic
development.
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Introduction

Educational opportunity for many Colorado youths is hampered by ineffective delivery systems and
insufficient access to engaging programs. Significant room remains to improve the outcomes of both
the state’s K-12 online schools and traditional brick-and-mortar schools. Greater access to high-quality
digital course options can better engage some students on a full-time basis, and many more on a part-
time basis. The growing technology of online course delivery systems provides both a student-
centered and cost-effective approach to addressing some of the state’s educational challenges.

The first full-time online education programs emerged in Colorado more than a decade ago. Today
there are more than 20 multi-district online programs, including both school districts and public
charter schools certified by the Colorado Department of Education to serve students across the state.
In addition, more than 20 single-district programs serve students within their boundaries. Nearly 2
percent of the state’s 850,000 K-12 public school students are served in a full-

The growing tech- time online program. Most of these students work from home with a parent
nology of online

course delivery sys- ) o )
tems provides both attend a learning center to access digital instruction.
a student-centered
and cost-effective
approach to
addressing some of
the state’s edu- remote delivery. A student may need credits for an Advanced Placement or

cational challenges. college prep physics class, but lack a good option in his brick-and-mortar

learning coach and regular remote access to a licensed teacher. Others daily

Some students are best served by a full-time virtual program. Thousands
more could benefit from greater opportunity to take digital courses through

school. A student may wish to enroll in two music performance classes
concurrently, but not be able to do so without missing a graduation requirement in math or English.
An accelerated student may find online course options that enable her to target early graduation,
while a classmate may need to recover credits in an especially challenging subject area.

A 2012 report by the California-based Innosight Institute defines blended learning as “a formal
education program in which a student learns at least in part through online delivery of content and
instruction with some element of student control over time, place, path, and/or pace and at least in
part at a supervised brick-and-mortar location away from home.”? One key form of blended learning
is the ability for (particularly secondary) students to enroll simultaneously in one or more remotely-
delivered courses from a selection of competing providers. Existing policy barriers hamper the
opportunity for Colorado students to “self-blend” core, elective and enriched content. In particular,
school districts retain essential control of both per-pupil funding and available course options,
thereby limiting a student’s options to those the district chooses to offer or permit.

In 2010 the national Digital Learning Council, convened by former governors Jeb Bush and Bob Wise,
issued a comprehensive set of recommendations to promote digital learning as “the catalyst for
transforming education.” Among their proposed 10 Elements of High-Quality Digital Learning? was a
call to change state funding systems in ways that expand student choices while giving incentive to
improve academic performance. Colorado’s current funding system presents a significant obstacle
that restricts students” ability to maximize learning options through a combination of traditional and
online delivery systems.
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Colorado’s Current Funding System
Colorado public schools on average
annually receive more than $10,000
per student in local, state and S1ad.055 560 o T

federal tax revenues. The largest ‘

portion comes from state tax \ $3,482,215,091
dollars, nearly $3.9 billion in the . ar
2009-10 school year (see figure 1).3 = State Taxes
The two major sources of state- Bltdem
level funding to Colorado K-12 D
public school operations are per-
pupil revenue through the School
Finance Act and designated
categorical funding for an array of $8.17 Billion

(Source: Colo Dept of Education)

educational purposes.

Figure 1. Colorado K-12 Education Tax Revenues,
Core funding for Colorado school Fiscal Year 2009-10.

districts and other local education

providers comes through the School Finance Act, adopted in 1994 and regularly amended since.
“Total program” funding is driven by an October student count that may be averaged up to five years
(the current year and four preceding years) to hold harmless districts with declining enrollment. Each
student counted for funding purposes generates per pupil revenue (PPR) for the local education
provider. PPR is derived from a base funding amount modified according to a district’s size, cost of
living, personnel costs, and the number of students deemed “at risk” based on federal family poverty
measures.

In fiscal year 2011-12, seven of Colorado’s 178 school districts are able to fund their “total program”
entirely through locally-collected property and vehicle ownership taxes. Most districts, however,
depend on some share of state funding to backfill PPR, as much as 95 percent in one rural district.
More than 60 percent of School Finance Act dollars comes out of the state treasury rather than local
taxes.®

In addition to School Finance Act “total program,” the state also directs categorical funds to school
districts to help defray costs for an array of needs:

¢ Rural small attendance centers

® Students with limited English proficiency

¢ Gifted and talented students

¢ Students with special needs or disabilities

¢ Transportation of students between home and school

® Vocational education programs

While raising funds for school construction and major maintenance projects is primarily a local
responsibility, the state can play a role, too. In fiscal year 2011-12, 29 school districts and charter
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schools secured a total of $143 million in BEST state grant funds for construction or renovation, with
an additional $45 million in local matching fund requirements.6 Capital improvement loans also are
available for high-growth districts through the State Treasurer’s office, though none have yet been
made.”

Directing Dollars to Schools

State PPR and categorical funds are directed to school district offices to deposit in the general fund for
use in personnel and programs. Dollars do not necessarily follow students to the school of their
choice. The general exception is public charter schools, which receive 100 percent of PPR, though their
school district or Charter School Institute authorizer may keep up to 5 percent for administrative
overhead. Yet even in charters, dollars are not broken out to the course level.

The vast majority of Colorado districts allot dollars to schools based on seniority-driven personnel
groupings. Collective bargaining agreements or other policies grant teachers preference of school
assignments. Higher-paid, more senior teachers bring more dollars to the school site. Support
personnel and other services likewise are typically doled out by central district office formulas. These
formulas typically allocate bodies based on average salaries rather than dollars. As an exception, the
state’s 22 innovation schools® have greater flexibility and autonomy to choose

State PPR and how to staff service —for instance, hiring an additional counselor rather than

categorical funds
are directed to
school district
offices to deposit in

an assistant principal.

Online Funding: Full-Time vs. Part-Time Options

the general fund for Students enrolled full-time in a single-district online education program bring
use in personnel the district the same amount of funding as students attending a traditional
aDnodllZ :Zg;zrgs’t brick-and-mortar school. However, each student enrolled full-time in a multi-
necessarily follow district online program attracts standard PPR below the minimum total
students to ﬂ}é! program to which district brick-and-mortar students are entitled. In 2011-12
z;f; (i):el G the multi-district online per pupil amount is $5,913.93, nearly 4 percent less

than the district minimum of $6,137.34.9

For any public school program, whether online or brick-and-mortar, a student can be funded only as
half-time (0.5 PPR) or full-time (1.0 PPR). A student can be dually enrolled on a part-time basis in two
different districts, but the PPR can’t be split further. Many districts still choose to pay a per course fee
to online providers.

To be enrolled for full-time funding in a single-district or multi-district online program, a secondary
student must take four or more of that program’s online courses. A full-time online student may wish
to take a course at a district brick-and-mortar school to supplement his learning. The receiving district
has the discretion to deny a full-time online student access to the course, to offer the course for free, or
to set a tuition rate that a cyberschool must pay.1% As the school of record, the online provider remains
accountable for the student’s test scores. Some districts require full-time online students to take at
least two classes, if they are to take any. The district claims 50 percent of PPR, a rate that unfairly
burdens cyberschools.
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On the other hand, a brick-and-mortar school that gives a secondary student at least 528 hours!! of on-
site semester instruction owns the student’s test results and receives the full PPR funding through the
school district. That student is eligible to take as many as three concurrent courses from an online
program, a more common scenario than a full-time online student taking a limited number of brick-
and-mortar classes.12 Often, the only online provider available is a district-run program that allows
students to enroll either on a full-time or part-time basis (e.g., Jeffco’s 21st Century Virtual Academy,
DPS Online, or Falcon Virtual). Students can blend their learning within a district —which keeps the
entire PPR —but retain limited choices.

A small number of districts have opted to contract with an existing cyberschool to provide a brick-
and-mortar student up to three online courses. Districts usually pay from $175 to $450 for a semester
course, based on the content. Allowing Colorado students to split their time across district lines in this
way remains rare, though indications are that more districts are preparing to open the door to
additional options.’® Yet even this permissible approach restricts the incentive for course providers to
participate based on demand from district officials rather than from individual students.

Online Funding: Colorado Online Learning
As defined by the Colorado Department of Education, supplemental online programs offer “one or
more on-line courses to students to augment an educational program provided by a school district,
charter school, or BOCES.”!4 District arrangements to contract with outside online providers are
considered supplemental programs. The state’s largest provider of supplemental secondary online
courses is Colorado Online Learning (COL).15 COL was founded in 1998 as a consortium of 14
Colorado school districts to provide remote learning opportunities from licensed instructors while
allowing students to stay enrolled in their home district. In 2005, COL

converted to a 501(c)(3) nonprofit corporation and now contracts with the

Yet even this
Mountain Board of Cooperative Educational Services (BOCES). permissible ap-
proach restricts
the incentive for

Since 2007 the General Assembly has appropriated $480,000 a year in federal

course providers
mineral lease revenue funds to support COL’s operations. Mountain BOCES to participate
retains 2 percent, or $9,600, for administrative overhead. A typical semester based on demand

from district offi-

includes 650 to 900 COL course enrollments. The provider is limited to serving vials rather than

from individual
a variety of reasons, but mostly because of scheduling conflicts or because the students.

1,400 students in a given school year.1¢ Students enroll to take COL courses for

desired course is not available in their (typically small, rural) district. Many
students take the course at the high school lab during a free hour. The material is presented in an
asynchronous fashion, which means contact between the student and the off-site teacher does not take
place in real time but through delayed communication such as email.’”

COL assesses semester course fees to the sending district in the amount of $200 each. According to the
supplemental provider’s website, “Districts are invoiced for all students who are on the COL roster
two weeks after the COL semester has begun.”18 The district-paid fees cover the compensation for
teachers, Colorado-licensed instructors who work with COL on a contract basis.1? Students who
withdraw within the first two weeks incur a $50 drop fee for the sending district. In rare cases, a
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student not enrolled in a Colorado school district may take courses through COL but at the higher
rate of $350 apiece.

Because of its cost and service arrangement, COL’s existence as a supplemental provider does not
directly compete with school districts as full-time virtual schools do. The state appropriation
subsidizes the nonprofit provider regardless of how many students are served. COL receives more
enrollments from students in certain smaller districts with greater limitations on course offerings and
with whom COL has established a working relationship.20

Other States

Other states have preceded Colorado in revising their K-12 funding formulas to allow for greater
course-level choice made possible by blended learning technologies. As identified in the October 2011
release of the Nation’s Digital Learning Report Card, six states fully achieve the elements of a funding
system that “allows customization of education including choice of providers.”2! Four of the six states
are in the interior West, the same region as Colorado. A brief description of some key states” course-
level funding policies is included below.

Florida
Florida is home to the largest and one of the longest-standing statewide online K-12 programs in the
nation. The Florida Virtual School (FVS) was founded in 1997 to provide distance learning course

options for secondary students. For the first six years of its existence, FVS was
FEVS receives a full
one-sixth of high
school per-pupil
revenue for each performance-based funding system. FVS receives a full one-sixth of high

funded by a state legislative line-item appropriation. As growing student
demand outstripped available dollars, lawmakers in 2003 established a

student course ) school per-pupil revenue for each student course enrollment that is
enrollment that is

successfully com-
pleted. but supplemented by the state. Similar to brick-and-mortar district schools,

successfully completed. Dollars are not taken from a student’s home district

FVS also receives an extra appropriation for “instructional materials” to
develop its online courses. FVS is not eligible to receive most other specially designated school
appropriations.22

The number of annual successful course completions grew from 12,761 in the 2002-03 school year to
nearly 260,000 in 2010-11. However, only since 2011 when state lawmakers adopted the Digital
Learning Now Act (HB 7197) are Florida high school students able to select among different online
course providers to blend their learning experiences. The legislation requires school districts to
provide both full-time and part-time virtual instructional programs, either through direct operation,
multi-district cooperation, or outside contracting. Charter schools also now can offer a full-time
cyberschool program or various blended learning opportunities.2?

Minnesota

In 2003 Minnesota adopted the Online Learning Options Act, providing students with both the
options of a full-time virtual education or supplemental?* courses. More than 20 Online Learning
Programes, all operated by local public K-12 agencies (including charter schools), are accredited to
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receive course-level funding. Courses receive a relatively smaller share of funding than they do in
Florida. Each semester course taken from an approved provider outside the student’s district of
residence generates 88 percent of one-twelfth of a total yearly student payment based on “average
daily membership.”25

Utah

In 2011 the Utah state legislature adopted Senate Bill 65, creating a Statewide Online Education
Program that enables public high school students to receive a share of state funding to select digital
courses from multiple approved providers. With SB 65, Utah became the first state to enact a
comprehensive policy encompassing all 10 of the Digital Learning Council’s recommendations. The
program allows students to take no more than two online courses in each of the 2011-12 and 2012-13
school years, gradually phasing up to a total of six online courses by 2016-17.26

Through formal course credit acknowledgments with a district or charter school, online providers in
the program’s first year are eligible to receive one-eighth of 77 percent of Utah'’s total charter school
funding, or $726 per year-long course. Half of the funding is withheld until the course is completed
with an earned student grade of D or above. About 200 secondary students are enrolled in the
program’s first year, with 41 of the state’s 41 districts and three charters signed on as providers from
which courses may be taken.?”

In 2012 Utah lawmakers enacted a tiered cost structure, based primarily on the amount of “teacher
touch” needed to meet course demands. Among other program refinements, Senate Bill 178 requires
larger payments to providers for core content and other academic courses than for certain electives
(see table 1). A proposal to award providers with two separate performance bonuses —$100 for a
student passing an AP or IB exam, and $50 for a student scoring the highest level of proficiency on the
relevant state assessment —was not included in the final legislation.2s

Table 1. Utah Statewide Online Education Program Tiered Cost Structure

Courses Semester Cost Annual Cost
Math, Science, Language Arts, AP, IB $350 $700
Social Studies, World Languages $300 $600

Fine Arts, Career & Technical, Uncategorized Electives $250 $500
Financial Literacy, Health & Fitness, Computer Tech,
Drivers Education $200 $400

Idaho

The Idaho Legislature adopted Senate Bill 1184 in 2011 as part of a sweeping slate of education
reforms championed by state superintendent Tom Luna. Starting in the 2012-13 school year, prorated
state funding will follow each enrolled public school student to the online course level. The chosen
course provider will receive two-thirds of the funds designated for the fraction of the school day in
which they are educating the student. If a student takes one of seven required courses digitally, the
provider will receive 9.5 percent (two-thirds of one-seventh) of the student’s state per-pupil
allotment.?
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A New Funding Model

Colorado would have to make a number of changes to its existing school funding structures in order
to make possible the kind of choice and customized learning opportunities described in this report.
The principle changes are outlined below:

1. Change Student Count System

The distribution of Colorado’s current K-12 funding, the School Finance Act, is based on a single,
high-stakes attendance count on and around October 1. Only three other states (Connecticut, lowa
and Kansas) count students for the purpose of education funding in the same manner.

The transfer of students among brick-and-mortar or online schools after the count date often results in
inefficient distribution of funds. Incentives remain weak for schools to engage and retain marginal
students at risk of dropping out. According to a November 2011 Colorado legislative staff report, the
number of students counted for funding purposes during the 2006-07 to 2010-11 school years dropped
off from 1.6 to 2.9 percent by the state assessment period in March. More than 80 percent of school
districts lose, rather than gain, students over that time.3

In 2010 the General Assembly commissioned a study to determine the

To operate an equi-
table, transparent
and effective schools be funded on the basis of student membership (on the active rolls)

feasibility of changing the student count system. The report recommended

funding system that lfl  rather than attendance (directly participating on a given day). The report also
supports student-

driven blended called for the use of multiple count dates to enhance incentives for retaining
learning, the state and recovering student drop-outs.3

should be able to

fractionalize PPR 2. Extend Fractional Funding

dollars be-yond . o o L
full-time (1.0) and A critical limiting factor to self-blended course selection is the rigidity of the
half-time (0.5). School Finance Act, which distributes PPR on a full-time or half-time basis.?2

As explained earlier, many students currently can access up to three online
courses from an outside provider while remaining enrolled full-time in a brick-and-mortar district
school. However, discretion ultimately remains with district officials, who control a student’s PPR
and negotiate course fees with the provider. A system in which students had greater latitude to
choose directly from a menu of multiple providers also would necessitate a standard formula to
define the student’s individual “purchasing power” in selecting courses.

To operate an equitable, transparent and effective funding system that supports student-driven
blended learning, the state should be able to fractionalize PPR dollars beyond full-time (1.0) and half-
time (0.5). To help make the case, consider a registered full-time online student who wishes to
supplement her learning with one or two traditional district-provided courses. In order to collect 50
percent of PPR dollars, some districts require such students to take at least two courses each. The
arrangement limits student options by forcing full-time multi-district online programs, already
funded at a lower rate, and their students to make a difficult choice. Either the program absorbs extra
costs for a student it spends a majority of time serving, or the student is denied the option of taking
courses from both providers.
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Each of the four states examined above has implemented a system of course-level funding for
secondary students based on a fraction of state per-pupil revenue. Funding shares available to online
course providers range from less than 10 percent in Utah or Idaho to a full 16.7 percent in Florida. A
simple and practical option based on Colorado’s current school finance system would be to pay
providers one-seventh of the multi-district online per-pupil funding ($5,913.93 in FY 2011-12).33 This
option translates to a standard rate of about $850 a year, or $425 per semester course.

Careful consideration also should be given to determining differentiated rates based on typical
teacher demands to deliver content, as Utah has done. A hypothetical payment schedule following
Utah’s proposed tiered cost structure could be broken down as shown in table 2.

Table 2. Colorado Online Education Tiered Course Cost Structure (Hypothetical)

Courses Semester Cost Annual Cost
Math, Science, Language Arts, AP, IB $425 $850
Social Studies, World Languages $375 $750
Fine Arts, Career & Technical, Uncategorized Electives $300 $600

Financial Literacy, Health & Fitness, Computer Tech,
Drivers Education $250 $500

More than 65 percent of Colorado’s combined total program and categorical funding in the current
fiscal year is derived from state tax dollars.3* The rest comes from local property and vehicle
ownership taxes. Seven of the state’s 178 school districts fund their entire School Finance formula
with local tax dollars, but still cumulatively receive $1.23 million in categorical funding.

Dollars currently used to cover categorical programs and the state share of PPR are more than
sufficient to pay outside providers for a large number of secondary students” blended learning course
options. Districts would retain control of existing local funds, and no additional state money should
be required to enact a Colorado version of the Statewide Online Education Program. Dollars
appropriated directly to Colorado Online could be phased out to allow the supplemental service to
compete on a level playing field for course funding.

3. Put Dollars in Student Backpack

Colorado’s 179 school districts (including the state Charter School Institute) are the institutions
through which K-12 education is primarily funded. State share payments of Per-Pupil Revenue (PPR)
under the School Finance Act are made to districts on a monthly basis. Starting in July, the first
payments are made based on estimated figures. Adjustments are made at several points throughout
the year as actual student enrollment and local tax revenues are determined.3> Districts receive
additional categorical funds to finance programs for special education, gifted education, students
with limited English proficiency, rural transportation, vocational training and comprehensive health
services.

State funds should be rolled into the School Finance Act per-pupil allotment (i.e., “total program”)

and distributed directly into a student’s “backpack” to spend on accredited instructional services of
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their choice — whether entirely at one school, divided entirely among different course providers, or
some combination of the two. “Backpack funding” promotes competitive innovation and productive
spending by freeing dollars currently tied up in “costly administrative structures” and dedicated to
the preservation of existing programs.3¢ The money instead ought to follow students directly to new
options.

Constitutional recognition of local school board authority over instruction might restrict the use of
local tax dollars for course-level “backpack funding” across school district lines.”” Yet since most
districts receive a significant amount of state support through the School Finance Act and categorical
funds, sufficient student-directed “backpack” dollars should be available to use for outside digital
course providers. All 179 districts this year take in enough state funds to provide each enrolled
secondary student (grades 7 through 12) at least one online semester course at the $425 rate. Only six
districts do not receive enough state dollars to provide at least four semester course opportunities per
secondary student. 38

If a district’s student demand for digital courses from outside providers were

icient

stz;lg:-fl?re cted to exceed available state resources, the local board of education could adopt a

“backpack” dollars policy to ensure reasonably equitable access to the capped funds or opt to

should be “Wilfg’le make available a measure of local dollars for course-level “backpack

i; use for out-side funding.” A longer-term solution might require additional major adjustments
igital course pro-

viders. to the School Finance Act.

A statewide “backpack funding” system could be built on the backs of existing student-based
budgeting systems used in Denver Public Schools and Poudre R-1 (Fort Collins), as well as a system
in advanced stages of development in Falcon School District 49. Denver and Poudre both add extra
“weight” to the funded amounts they assign to enrolled students for certain grade levels (i.e., primary
vs. secondary), as well as factors for at-risk, special needs, English Language Learners, and gifted and
talented students. Similar weights could be used statewide to determine the amount of PPR placed in
a student's “backpack.”3?

To facilitate the function of backpack funding, the Center on Reinventing Public Education’s Dr. Paul
Hill proposes “a new kind of public entity” to “assemble and disburse all funds.”4 The Department
of Education’s School Finance Unit may be capable of dividing and directing student-attached dollars
to multiple providers. But additional personnel or reconfiguration may be necessary for Colorado to
accomplish such a change. Further analysis would be required to determine the precise fiscal impact,
as it is unclear whether any additional expense could be offset by savings elsewhere to achieve
maximum efficiency.

4. Fund Providers Based on Performance

One crucial incentive to help ensure that online course providers serve students effectively is to
withhold a significant share of funds until the course is successfully completed. No timing schedule is
set, allowing students to accelerate or slow down to master content at an individualized pace. Under
the new Statewide Online Education Program, Utah providers receive only half the funding up front
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for a semester course (25 percent for a year-long course, with an additional 25 percent at the midway
point). The Florida Virtual School does not receive any of its revenue until successful course
completion.

Greater back-loading of payment promotes greater student learning and achievement. With basic
checks and controls, it also helps to deter unethical operators from cashing in without providing a
quality learning experience. On the other hand, such an approach might also scare away honest
fledgling competitors, who would have to wait for their reward. But newer entrants into the course
provider market can be challenged to test their ideas and programs first by seeking grant funding
(non-profit) or venture capital (for-profit). School districts and charter schools also ought to be eligible
to participate, drawing from existing operating funds to provide individual courses digitally. For
these reasons, at least 50 percent of dollars available to course providers in a Colorado program
should be tied directly to performance.

Additional incentives should be contemplated to promote excellence in academic achievement.
Similar to what Utah legislators considered in upgrading the Statewide Online Education Program,
performance bonuses of $100 or more could be awarded to providers for students passing AP and IB
tests. Smaller bonuses could be made available either for students achieving “Advanced” ratings on
the relevant state assessment, or demonstrating an exceptional level of progress as measured by the
Colorado Growth Model, or both. Further consideration may be given to other course performance
bonuses for untested subject areas. In all cases, secure, digitally-administered

testing would be critical to prevent any organized efforts at cheating or Greater back-
otherwise gaming the system. loading of pay-
ment promotes
. . . eater student
Many digital courses employ programs that lack the universally recognized ?:a ring and
status of AP or IB. Thus, establishing a consistent standard to define successful achievement.

course completion poses a significant challenge to implementing a
performance-based course funding system. Whether end-of-course exams or other measures are used
in a statewide quality assurance framework, policy makers must create incentives that deter course
providers from pursuing a “race to the bottom.” At the same time, any enforcement of a reasonable
but rigorous baseline standard must address the constitutional standard of school board “local control

of instruction.”*!

5. Balancing Concerns

In a 2011 Fordham Institute issue brief, Dr. Paul Hill introduces six policy options that could serve as
“risk reducers” to help ensure the appropriate use of tax dollars in a student-centered, technology-
friendly finance system. Each policy carries with it likely trade-offs of limiting parental choices and
“chilling innovation.”42

Besides performance-based funding, as highlighted above, one of the remaining five options should
be considered to be enacted without effectively undermining the purpose of the financing system.

Specifically, the state should contract with a qualified independent institution to monitor and report
to the public on measurable outcomes and other relevant quality information for individual courses
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and providers. A small percentage of the per-pupil course revenue could be deducted to cover the
cost of this important service of offering data transparently to students and parents.

6. Pilot Program

To win support for significant statewide changes to institute a student-centered, course-level funding
system, it may be beneficial to test the waters on a smaller scale first. A representative cross section of
at least 10 school districts could volunteer or be selected to participate in a smaller-scale version of

Utah'’s Statewide Online Education Program tailored for Colorado, similar to

A representative the features outlined above. Secondary students enrolled in one of the 10
?:Zz: ;g(;tzzz:lf ;.i_ districts could register with the program to take up to two courses digitally

; 3 with an approved provider, initially limited to existing districts and charter
tricts could vol pp p y &

unteer or be selected schools with basic standards.
to participate in a
smaller-scale ver-

sion of Utah’s During the pilot year a study could be made into implementing a reasonable
Statewide Online tiered cost structure for individual online courses based on content. Also after
Ed.”cati"" Program the pilot year, the program could be made available to students enrolled in
tailored for L

Colorado any school district across Colorado, and the door could be opened to

approving additional non-profit and for-profit course providers. Based on the
program’s early track record and evidence of student demand, the General Assembly also could
explore increasing the number of online courses individual students can take to three or four, or
eliminating the cap altogether.

Accountability and Quality Control

To support the combination of face-to-face and digital learning opportunities, policy changes are
needed beyond revisions to the state’s K-12 finance system. In their 2011 paper exploring the
possibilities of expanded blended learning in Colorado, the Donnell-Kay Foundation’s Amy Berk
Anderson and Amanda Skrzypchak identified some of the challenges facing an expansion. Among
the challenges are determining how to assess and measure student performance, and how to “share”
accountability among a student, his school of enrollment, and different course providers.+3

Writing for the Fordham Institute, education policy scholar Frederick M. Hess calls for a balanced
state approach to digital learning quality control based on three major categories, as follows:44

¢ Input and process regulation

¢ QOutcome-based accountability

¢ Market-based quality control

The governing 2007 Online Education Act has placed more emphasis on input regulation. The
legislation added a new office within the state’s Department of Education to provide greater oversight
of online schools. Implicit in the above funding model, however, is a more balanced approach that
includes a focus on outcomes through performance-based funding and greater consumer choice to
enhance market-based control.
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The issue of accountability is closely linked to course-level funding. Until accountability can be
reasonably shared and broken down in effective common assessment measures, it will add difficulty
to allowing students to direct funding to the course level. Nonetheless, addressing the issue in depth
lies outside the scope of this paper.

Conclusion

Colorado was an early pioneer in developing and implementing full-time online educational
programs for elementary and secondary students. The state similarly should be able to provide
secondary students access to a wider range of digital course offerings outside the school in which they
are primarily enrolled. While the state has begun to see some forms of blended learning emerge on a
limited scale, state policies are holding back many students from their full potential of high-quality
digital learning opportunities.

To surmount the challenge, Colorado’s school funding system needs a measure of fundamental re-
design that liberates students and their families as end consumers. The time has come to break down

fiscal policy barriers that greatly limit student access to effective digital-

learning course options. First and foremost is ensuring that dollars are attached To surmount the
challenge, Colo-

to students, rather than funneled first through local school district agencies.
rado’s school

funding system
The state can consolidate existing state-appropriated education dollars and needs a measure of
make a predetermined portion available for students to use in selecting one or J ”"‘?“me"t“l.”e'
. . . . design that lib-
more digital courses from an outside provider, beyond the current restraints of erates students
“full-time” or “half-time” funding. A system using multiple student count and their families

dates to allot funds would provide both needed flexibility and greater incentive |{| @S end consumers.

to serve student needs. Tying a significant share of funds to course completion

would increase motivation for excellence and deter potential bad actors. As outlined above, other
measures of transparency and basic accountability could balance the demands of innovation and
effective educational results.

The challenge of enacting such large-scale changes overnight may necessitate the immediate
development of a pilot program to phase in the new funding system. In any case, the time has arrived
for a student-centered system that embraces the ever-expanding possibilities of digital learning
technology to connect students with a wider array of options that help to maximize their personal
academic development. The power and responsibility to direct funds among a range of quality
options should go a long way toward productively transforming educational outcomes in Colorado.
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