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RE: STAFFBRIEF: CYBER/VIRTUAL SCHOOL FUNDING: COMPARISON OF
OTHER STATE MODELS

The Education Commission of the States (ECS) recently published a brief that reviews funding
policy for fully virtual charter schools among the several states®. Noting that a few states have
created funding formulae specific to fully online schools that may fund those schools at a slightly
lesser level than traditional schools, the brief identified four primary areas of concern that
policymakers should consider when devising such funding plans:

1. Student enrollment areas: Unlike traditional schools, virtual charter schools, where the

curriculum is delivered entirely online, are not subject to natural or political geographic
boundaries. A traditional school’s pool of potential students is limited to the school
district in which it resides, whereas cyber-schools, by virtue of their online delivery
system, may draw their students from across an entire state.

Size of schools: Closely related to the issue of enrollment area is that of school size. As
online schools may draw their students from a relatively unlimited geographic area, they
are also unconstrained by the physical limitations naturally imposed by a brick-and-
mortar school’s physical size. There is no effective limit to the size of the student body,
as virtual schools need not house their students within a necessarily finite space. For
example, the Pennsylvania Cyber Charter School enrolled more than 10,000 students for

! please see: http://www.ecs.org/clearinghouse/01/11/11/11111.pdf.
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school year 2012-2013, three times more than the average Pennsylvania school district.
Exacerbating this issue are two related potential problems:

e A loss of predictability for traditional school districts: While the opening of a new
brick-and-mortar charter school, or the expansion of an existing one, within a district
may at least put officials on notice that some of their students may opt to attend that
charter over the traditional pubic school, any such potential consequences of opening
a virtual charter are impossible to predict. When a school can draw pupils from
across an entire state, it becomes difficult to plan for changing attendance rates and
the accompanying potential losses to funding. This issue may become particularly
burdensome for very rural districts, which may already have lesser resources than
districts in the more heavily populated areas of a jurisdiction.

e The potential impact of private and home-school students attending virtual charter
schools: In some jurisdictions, when a home-schooled or private school student
transfers to a public virtual charter school, the district in which that student resides
becomes their home district, and must assume financial responsibility for that student,
with federal, state, and (potentially especially burdensome) even local funding for
that student being transferred to the virtual school, an entirely unanticipated
additional expense.

3. Student-counts for funding: Most states continue to base funding for virtual charter
schools on the same factor that they do traditional schools: seat time. While the
particular count day on which student attendance is based, or the number of school days
or hours a state requires under its compulsory attendance laws may differ, the base factor
is still the physical attendance of students in school. Clearly, in online schools, physical
attendance is not only not required, it is seldom even considered, given the distance in
time or space between teacher and pupil that is one of the hallmarks of online education.

In response to this fundamental difference, some states have begun funding virtual
charter schools based on course enrollment; yet even this approach fails to address the
problem of students enrolling in, but failing to complete, virtual courses. Depending on
the jurisdiction, if a student fails to complete a course at an online school, and then
returns to traditional public school, many current funding schemes would result in a state
effectively paying twice for that student: first for the uncompleted program, and then for
the traditional school. A more practical and effective approach may be to fund virtual
schools based on course completion. Florida (see table, below) funds virtual charters
based on course completion, and even requires a student to pass an end-of-course exam
before awarding funding, if one is required for the class.

4. Costs of providing educational services: While many agree that the cost of delivering an
education through an entirely online school is less than that of traditional schools, thus far
there is little research indicating the exact cost difference between the two. Expenses that
virtual schools frequently lack, in comparison with traditional schools, include student
travel and facility maintenance. The National Center for Educational Statistics indicates
that traditional schools may spend as much as 10 percent of their budgets on facilities,

9.4 percent on maintenance and operations, and 4.4 percent on transportation?, suggesting

? Please see: http://nces.ed.gov/pubs2011/2011033.pdf.
2



http://nces.ed.gov/pubs2011/2011033.pdf�

that education through entirely online charter schools may cost nearly 25 percent less
than traditional schools. These figures, however, do not consider those costs that may be
unique to fully online schools, such as the expense of individually providing laboratory or
computer equipment to their students. ECS also notes that some states are hesitant to
fund virtual schools at the same level as traditional public schools, due in some part to the
pervasive presence of private, for-profit management companies in online charter
schools®. For example, according to Education Week, for the second consecutive year,
Pennsylvania declined to authorize any new virtual charter schools, at least in part
because five of their six recent applicants were too closely tied to for-profit management
companies”.

In addition to those states’ funding schemes outlined in the table, ECS notes that:

e Pennsylvania funds online charters at the same per-pupil funding level as traditional
schools, less costs for factors like transportation, adult education and debt services;
moreover, current legislation proposes to add pension contributions and food service to
those factors that may be deducted from base cyber-charter school funding®;

e Ohio’s formula awards a base funding equal to that of traditional schools, but does not
fund cyber-schools for certain programs, such as at-risk students, English language
learners, career and technical training, and even poverty-based assistance®; and

e Georgia funds students enrolled in fully online schools at 61 percent less than those in
traditional brick-and-mortar schools.

The table below, excerpted from the virtual charter school comparison table presented to the
committee in July, includes the statutory funding language for the three reviewed states.
(Specific language that addresses funding differences between traditional schools and fully
virtual schools is emphasized.)

3 According to the National Education Policy Center, fully two-thirds of all virtual charter schools were managed by
private companies in school year 2011-2012.
* Please see: Pa. Rejects Cyber Charter Applicants, Citing For-Profits' Role, Herold, Education Week, January 29,
2014, at:
http://blogs.edweek.org/edweek/DigitalEducation/2014/01/pa rejects cyber charter applicants.htm|?r=122259
3649&preview=1.
> Please see Pennsylvania House of Representatives, Fiscal Note for House Bill 618, 2013-214, at:
http://www.legis.state.pa.us/cfdocs/billinfo/billinfo.cfm?sYear=2013&sInd=0&body=H&type=B&bn=0618.
® please see School Funding Complete Resource, Ohio Legislative Service Commission, February 2011, p. 36, at:
http://www.lIsc.state.oh.us/schoolfunding/edufeb2011.pdf.
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