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Funding for Wisconsin’s Inter-District Public School Open Enrollment Program 
The method of funding Wisconsin’s inter-district public school open enrollment was recommended in the 1997 report of the Joint Legislative Council’s Special Committee on Public School Open Enrollment after considering a number of possible funding scenarios.   The Committee’s recommendation was enacted in its entirety in 1997 Wisconsin Act 27, which created the open enrollment program.  

Basic Funding Method

The most basic explanation for open enrollment funding is that, for each regular education student participating in the open enrollment program, the Department of Public Instruction (DPI) “transfers” a state set amount (OE transfer amount) from the student’s resident school district to the school district the student is attending (nonresident district).  

The OE transfer amount is equal to the prior year state average per student cost for regular (non-special education) instruction, co-curricular activities, pupil services and instructional support services.  The calculation of the OE transfer amount excludes many categories of cost, including debt service, maintenance, transportation, and central office administration.  Using a state average amount smooths out some of the larger disparities that would occur if the transfer of funds were based on specific characteristics of either the resident or nonresident school district.  The four categories of cost included in computing the transfer amount include those categories most related to instruction and excludes categories most related to administration. 
The student’s resident school district counts the student in “membership,”
 for both state aid and revenue limit purposes.  This means that the resident district can raise its allowable per student revenue limit amount and will receive state general aid as if the student were still attending the school district.  A portion of the revenue per student is then “transferred” to the nonresident school district.  This is accomplished through a reduction in the resident school district’s final state aid payment
 and an increase in the nonresident school district’s final state aid payment.  
Resident School District Retains Some Revenue In the District

The reduction in a school district’s state aid payment is, perhaps, the most misunderstood element of open enrollment funding.  Most often, attention is paid to the money a resident district loses when a student transfers out of the district under open enrollment, and not on the amount of money the resident district retains in the district when that happens. When a school district’s resident student attends a private school or home-based private educational program, the school district receives no funding for that student.  This is not the case when a student leaves the resident district to attend a nonresident school district under the open enrollment program.  The resident district receives and is able to retain some funding in the district.  
Open Enrollment Transfer Is Most Appropriately Compared to a School District Per Student Revenue Limit

Another common misunderstanding is related to the nature of the open enrollment funding.  Because a school district’s state aid payment is increased or decreased when an open enrolled student transfers, it is often assumed that all of the money a district receives or loses for open enrollment is constituted of state aid.  This is not correct.  
It is impossible to discuss open enrollment funding without discussing the state’s revenue limit. The school district’s revenue limit determines how much money a school district has available to spend on its education programs in that school year.  Each school district is permitted to raise a specific amount of revenue per student each year.  This revenue limit consists of a combination of general state aid and local property taxes.  Once a school district’s revenue per member is calculated, this amount is multiplied by its revenue limit membership
 to calculate the district’s total revenue limit (prior to adding certain increases permitted in state law).   In the meantime, the DPI calculates the school district’s general state aid and notifies the school district of this amount.  The general state aid is subtracted from the total revenue limit and the remaining amount is the school district’s property tax levy.  A school district that receives a high amount of general state aid will levy less property taxes to raise its allowable revenue than a school district that receives a smaller amount of general state aid.  If a school district receives an increase in its general state aid, it must decrease its property tax levy.  Conversely, if a school district’s general state aid is reduced, it may increase its property tax levy in order to raise the full amount of the allowable revenue.  Thus, an increase or decrease in state aid does not affect how much money a school district has to fund its program.  
Open enrollment payments are outside the revenue limits.  That means that a resident school district whose state aid payment is decreased for open enrollment transfers-out may not increase its property tax to make up for the loss of state aid. It must spend less. A nonresident school district whose state aid payment is increased for open enrollment transfers-in is not required to reduce its property tax levy to make up for the increase in state aid.  It may spend the amount of money received for the nonresident open enrolled student.  
Thus, the revenue limit represents the amount of money a school district has available to spend and open enrollment payments represent an increase or decrease in the amount of money a school district has to spend.  Therefore, the open enrollment payments are more appropriately compared to a school district’s revenue per student than to a school district’s state aid per student.  
There are many categories of school district cost and since the OE transfer amount includes the state average cost in only four categories, the OE transfer amount is less than every school district’s revenue limit per student.  That is, a resident school district that loses an open enrolled student does not lose all of its allowable revenue.  It may keep some of that money in the district to support costs in the district that do not change when a district loses a student (similar though not identical to the concept of “fixed costs”).  A nonresident school district that gains an open enrolled student does not receive as much as its allowable revenue per student.  The open enrollment payment is intended to cover only the types of costs that may increase when a student is added to the district (similar though not identical to the concept of “variable cost”).  
The higher the school district’s revenue per student in comparison to the OE amount, the more money the resident district keeps in the district to fund its “fixed costs,” and the greater the difference between the nonresident district’s full revenue per member and the amount of the OE aid transfer.  

For example, if the OE transfer amount is $7,000 and a district’s revenue per member is $10,000, the resident school district does not lose all of its allowable revenue; it can keep $3,000 in the district to help fund its “fixed costs.”  If the OE transfer amount is $7,000 and a district’s revenue per member is $9,000, the resident district retains $2,000.  The revenue limit for every district in the state exceeds the OE transfer amount.  Therefore, all resident districts are able to retain some funding in the district when a student transfers out of the district under open enrollment.  
Effect of an Open Enrollment Transfer Out Is Different From the Effect of a Resident Student Who Attends a Private School or Home-Based Private Educational Program, Rather Than Attend the Resident District

The effect of the combination of the revenue limit and OE aid transfer on the amount of money a district has to spend is different for students already attending the district who transfer out of the district than it is for students who were not previously attending the district (such as private school and home-based students) who decide to open enroll.  

When a student who is already attending the resident district transfers out of the district, that student is already counted in the district’s revenue limit membership.  Thus, the OE transfer amount represents a loss of money the district is used to having, and the district must cut spending somewhere to make up for the loss.  However, if a student was previously enrolled in a private school or a home-based private educational program, the student was not already attending school in the resident district and was not counted in the district’s revenue limit membership.  Thus, when the district is able to raise its revenue per member for this student, the money is new to the district and, even though the district loses a part of it for the OE aid transfer, the portion it retains is new money the district can spend.  
Discussion of Funding Alternatives

Recent discussions about open enrollment funding have suggested that the amount of money the nonresident district receives or the resident district loses should be calculated on some other basis.  For example, it is sometimes argued that virtual charter schools cost less to operate than bricks and mortar schools and that the amount of money the resident district loses should be less.  However, when less money is sent to the virtual charter school, money is shifted away from the district that is educating the student to the district that is not educating the student.  Further, the resident district would then be able to keep more money in the district for students who attend virtual charter schools than for students who attend bricks and mortar schools under open enrollment; creating a funding preference for students who attend one type of school rather than another type of school.  
There have also been suggestions that the amount of money the resident district “loses,” should be tied to the resident district’s cost or limited to the resident district’s state aid per student.   However, tying the OE transfer amount to factors that are specific to the resident or nonresident districts leads to some significant disparities.  Thus, if a student transferred from a low-spending district to a higher-spending district, the lower spending district would lose more money for the transfer-out student than it is able to spend on the students who remain in the district.  Yet, if a student transferred from a high-spending district to a lower-spending district, the higher-spending district would be able to retain more money in the district for the student it is not educating than the nonresident district would receive for the student it is educating.  The same disparities would exist if the transfer were tied to the district’s state aid amount.  Districts with low state aid are generally property-wealthy districts; districts with high state aid are generally property-poor districts.  Thus, tying the OE aid transfer to a district’s state aid would result in poorer districts paying more and receiving less for open enrolled students and wealthy districts paying less and receiving more for open enrolled students.  
In addition, it would be very difficult to administer differing payment amounts for the over 30,000 students participating in the open enrollment program.  Using a state average to calculate the amount of the open enrollment payment, while not perfect, acts to smooth out these disparities.  
Prepared by Mary Jo Cleaver, School Administration Consultant
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End Notes





� Membership is a calculated number in which each student grades 1-12  is counted as 1.0; students in 5-year-old kindergarten are counted as .5, .6, .8 or 1.0, depending on the days and hours of the program; students in 4-year-old kindergarten are counted as .5 or .6, depending on whether the program has an additional outreach component; and students in early childhood/special education are counted as .5.  





� The reduction in state aid is first taken from the school district’s equalization aid; if there is not enough money to pay all the costs, other state aids (such as transportation aid, school library aid and special education aid) are reduced.  





� Revenue limit membership is equal to the average of the school district’s membership on the third Friday in September for the current and preceding two years, plus 40% of the full-time equivalent (FTE) summer school enrollment in classes taught by licensed teachers in the membership counts in each year of the three-year average.  
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