SUMMARY OF ISSUES RELATED TO CONSOLIDATION
The following is a summary issues identified in sources considered by the School Renewal Commission’s Barriers to Consolidation Working Group.  This document attempts to lay out some clear technical issues and then presents some of the pros and cons identified with regards to some of changes commonly proposed to promote consolidation.
Sources
· Consolidation and Annexation Issues (OPI)

· School Consolidation Analysis (Debra Silk – MTSBA)

· Barriers to Consolidation and Annexation – Possible Solutions (MTSBA, MREA)

· Governor’s K-12 Public School Funding Study Advisory Council – Report and Recommendations, December 2001

· School Reorganization in Montana – Project SEEDS, 1993

Technical Issues Related to Consolidation That May Serve as Barriers:

· Lack of clarity in law with regards to consolidation of K-12 districts;

· Lack of clarity in law about appointment of new school board for high school or K-12 consolidations;

· Lack of clarity in law about effective date of dissolution of existing districts and formation of new consolidated district;

· Lack of clarity in law with regards to the duties and responsibilities of new and old boards of trustees during transition period;

· Lack of clarity in law about the status of building reserve and technology levies in the event of a consolidation;

· Lack of clarity in law about tenure and bargaining status of successor district.

· Clarification is needed that a non-operating district may only combine with another contiguous operating district.

Possible Barriers to Consolidation Resulting from Current Structures of Governance, Taxation and Funding:
Is the existence of two separate processes for combining districts (annexation and consolidation) a barrier?

· Yes, because having two processes makes the law more complex.
· No, because having two processes allows for more flexibility in responding to different situations.
Is the option of consolidating or annexing with or without assumption of bonded indebtedness a barrier?

· Yes, because it makes the process more complex and it would be fairer if all financial obligations were assumed by the successor district as a whole.
· No, because, as a practical matter, the issue of assumption of debt could cut either way when voters decide whether or not to consolidate or annex.
Is the requirement for a vote a barrier to consolidation?

· Yes, because the votes sometimes fail.  It would be better to leave the decision in the hands of trustees.
· No, because such a major community decision can only succeed if legitimized by an affirmative vote.  Eliminating the voting requirement could result in school board instability and efforts to undo the decision by changing the school board.

Would it be a good idea to allow a period of time during which “deconsolidation” could occur?

· Yes, because some communities might be more willing to give consolidation a try if they thought they could back out if it wasn’t working.
· No, because all the issues that are difficult to work out in connection with a consolidation/annexation (taxation, ownership of assets, employment issues, indebtedness, etc.) would be even more difficult to deal with in the event of a dissolution.
Does the phasing out of two basic entitlements over 6 years for a consolidated district work against consolidation?

· Yes, because consolidation may not appear to make sense financially over the long haul due to the phase-out.

· No, because the phase-out is fairly prolonged and most consolidations are (and should be) motivated by a desire to provide a better quality of educational services than could be provided by each district separately.

Does the current school funding structure (especially the basic entitlement) constitute a disincentive for districts to combine?

· Yes, the basic entitlements provide greater state support for small districts than is available to larger districts.  The amount does not have a rational basis and a graduated basic entitlement or some similar mechanism would be fairer and would better reflect the costs of operating districts of various sizes.
· No, the basic entitlements reflect the cost of doing business in small districts and the economies of scale in larger districts compensate for the effects of a non-graduated basic entitlement.
Would creating a joint board for a period of time for consolidated or annexed districts encourage combining?

· Yes, it would help with the transition.

· No, while it might enhance the consolidation process, it would not be appropriate for annexations.

Would it be advisable to allow an independent elementary district to combine with a neighboring K-12 district?

· Yes, all consolidations should be allowed wherever and however they can be achieved.

· No, the K-12 structure provides the greatest budgetary flexibility and efficiency.  Dissolving K-12 districts to take in an elementary does not make sense.
Do the tax base inequities between districts create a barrier to consolidation and annexation?

· Almost certainly.
Larger Questions Regarding Consolidation:

Is consolidation always desirable?

· Yes, bigger is always better and more efficient.

· No, it depends on the situation.  Some communities are isolated.  Bigger is not always better educationally; there is a point of diminishing returns.

Does consolidation save money?

· Yes, it reduces state funding obligations under the current formula.

· No, while it might save the state money under the current formula, in most cases it would not reduce operating costs.  Without additional state funding the burden would be shifted to local taxes or resources for educational programs would decline.
