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Chapter I - Summary  

 
The Warren Elementary School (Warren School) provides high quality education to the 
children of Warren and is consistently named a Medallion level school based on test 
results.   However, this high quality education is at great risk because of increasing 
pressures from:  
 

1. The Vermont public education funding system (originally Act 60, now Act 68). 
2. Rapidly rising property values in the town of Warren. 
3. A decreasing school population. 
4. Increasing health care, fuel, and other costs that affect the cost of delivering 

education services, and,  
5. Mandated expenditures.  
 

These pressures have made it difficult to maintain the 
quality of education while containing costs and keeping 
property taxes from escalating.  Since the introduction of 
Act 60/68 (FY11997 - FY2005), the elementary 
education budget in Warren has risen from $1,405,532 
(actual amount spent) to $1,745,448 (approved budget for 
2005)2, a total increase of 24.2% (see a detailed analysis 
of the changes in Appendix B – Study Area - Budget)3. In 
the same period the education property tax rate has risen 
from $0.99 to $2.024, a total increase of 104%. As 
property values skyrocket in Warren total taxes collected 
also escalate.  However, this does not benefit Warren at 
all; instead most of this excess revenue flows out of 
Warren to the state. The total elementary and high school 
property tax burden on the taxpayers of Warren, both 
residents and non-residents, has risen from $2,337,713 in 
1997 to $6,485,631 in 20055, a growth of almost 300%; yet only $2,741,9466 or 42.3% of 
the total taxes to be collected in 2005 will go to benefit the elementary school and high 
school for Warren students (see exhibit on the following page).  
 
Town voters and taxpayers continue to have many questions surrounding the future of 
the school and what long term strategies should be employed to reduce these 
pressures. There is also a great deal of misinformation and confusion about the facts.  In 
the spring of 2005, the Warren School Board commissioned the Warren School Cost 
Study Group (SCSG) to investigate alternatives that might mitigate the effects of Act 
60/68 while continuing to maintain a high quality of education. 
 
After defining the problem, the approach taken by the SCSG was to develop several 
scenarios to study that might offer improvements.  These included: 
                                                
1 Please note, to simplify this report, dates are based upon calendar years in all cases.  The Town runs a calendar year 
budget (January to December) while the school runs a fiscal year budget (July to June), so for example references to the 
2005 school budget are for the period July 2005 through June 2006. 
2 Warren School District Budget, Warren Annual Report, December 31, 2004, page 73. 
3 In the same period the spending for Harwood Union High School has risen from $1,076,934 to $1,536,413 , an increase 
of 42.7%. 
4 Warren Town Lister 
5 Ibid. 
6  Warren Annual Report, op. cit., page 73. 
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1. Privatizing the school 
2. Revenue enhancement alternatives  
3. Consolidation, which could include complete school, partial school, infrastructure 

sharing, etc. 
4. Impact fees or local option tax 
5. Becoming a magnet school 
6. Significant budget cuts, and 
7. Legislative changes 

 
The necessary background information has been assembled and these scenarios have 
been developed and explored in detail to determine potential applicability in Warren.   
Several conclusions have become clear.  
 
This is an extremely challenging problem.  The vast majority of the school budget 
items are difficult to control without affecting the quality of education (see the discussion 
in Appendix B- Study Area – Budget.).  Spending more money on schools is a good 
thing and trying to equalize the quality of all Vermont schools is a worthy goal.  However 
Act60/68 has no brake on the escalation of the tax burden.  A second problem with Act 
60/68 is the fundamental unfairness it creates in terms of which taxpayers bear this 
escalating burden.   
 
Act 60/68 has created a revenue generating 
engine fueled by the rapid increase in property 
values. While Act 68 was supposed to give local 
taxpayers the incentive and the ability to contain 
school costs and tax increases, it does not and 
cannot work effectively in practice.   If current 
trends continue, Warren’s taxes will rise faster than 
local school costs and an increasingly larger 
percentage of taxes collected by Warren will be 
sent to the state rather than used here. 
 
Some of the scenarios studied have the 
potential to create a positive benefit by either 
reducing or containing costs or increasing revenue accruing to the school, or 
both.  But these scenarios may not have any significant impact without 
appropriate legislative changes. These alternatives are summarized in the next 
section, along with recommendations for additional study.    
 
The remainder of this report contains the details of: the methodology of the study, 
background information on taxes, the budget, legal / government issues, and enrollment, 
and, the various scenarios studied. 
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Chapter II - Conclusions and Recommendations 
 
Conclusions 
 
The following describes the most promising and attainable alternatives of those studied 
to help mitigate the effects of Act 60/68, while maintaining a high quality education 
system. 
 
1.     Increasing Revenues 
 

 There is additional capacity at the school for more students.  Many school 
costs are largely fixed.  Up to a point, increasing enrollment could lower the per 
pupil cost, which directly affects the tax rate.  Under Act 68, more students 
attending the school will generate more revenue from the state.  School revenue 
might also be enhanced by additional tuition paying students from outside the 
district who attend the Warren School because they find it attractive.  One 
significant problem that must be addressed is that Warren (and the Valley) needs 
affordable housing.  Until families can afford to live here, school enrollment is not 
likely to increase.  All residents and taxpayers should support affordable housing 
initiatives. 

 Expanding the mission of the school and the use of the facility could also 
increase revenue.  Additional offerings at the elementary school level could be 
attractive to students outside the district who would want to attend the Warren 
School on a tuition basis.  Additional offerings could also help by making the 
Warren School more competitive in attracting families to live in Warren. The 
building is essentially idle in the evenings, weekends, and much of the summer.  
Additional fee-based programs can be explored. Examples include: adult 
education, music, language skills, college prep programs, general academic 
enrichment, and community programs hosted by others in the school facility. 

 
2.     Cost Containment And / Or Reduction 
 

 The School Board should continue its focus on cost containment.  Changes 
in governance have the largest potential for cost reduction.  Governance changes 
could include; a joint contracting district to consolidate services or infrastructure 
sharing, such as a common consolidated administrative staff.  It might even be 
feasible to eliminate the costs of operating one school building and still adequately 
house the current and future school populations.  A school building could then be 
available for a Valley Community Center or other purposes.  This could be a very 
emotional process for the community.  Another approach is to consolidate some of 
the town governments, functions and services to yield tax savings.  Any change in 
governance requires Valley-wide commitment and participation.  State grants and 
other assistance are available to help facilitate this work. 

 
3.     Legislative Changes 
 

 Significant improvements will require legislative changes.  Act 68 created a 
short term band-aid by adding additional revenue from the sales tax and creating a 
two-tiered structure of tax rates.  However, Act 68 did not eliminate the “shark 
pool”. Many towns still contribute well in excess of their local school needs.  
Warren paid more than twice as much into the education fund than it received in 
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2005. Even though Act 68 was designed to focus the ability to control local costs 
on the resident taxpayers, in practice, any efforts to control local costs are muted 
by escalating property values.   

 
The legislature must develop other ways to contain costs and rapidly escalating 
school property taxes.  Some suggestions are presented in more detail near the 
end of Chapter V – Scenarios.  They include: 
 

1.) A Fairness Cap 
2.) An Ability to Pay Test 
3.) Return to Sender (surpluses) 
4.) Responsibility in Spending 
5.) State Mandated Education Cost Controls, and 
6.) Alternative Revenue Source 

 
Recommendations  
 
All the alternatives discussed above that require local action are worthy of further 
consideration, but they will be difficult to implement.  The SCSG group recommends that 
follow on study groups should be initiated to pursue:  
 

1. Finding ways to increase enrollment at the Warren School. 
2. Expanding the mission of the school and the use of the facility. 
3. Providing additional help and support for affordable housing initiatives. 
4. Looking at cost savings through changes in governance of the schools, and, 
5. Working with local legislators to implement legislative changes.   

 
Other towns in the Valley must work together with Warren toward solutions in the areas 
of affordable housing, changes in governance and legislative initiatives.    
 
Locally elected state representatives must look for solutions to problems created by Act 
60/68 as this is the only way to significantly affect the outcome.  It will require some 
dedicated, effective leadership to make progress in this area.   If this problem is allowed 
to fester, it will hurt the quality of education and the economic vitality of Vermont. 
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Chapter III - Background  
 
The fundamental problem the town of Warren faces is caused by the following Act 68 
issues:  
 

1. An increasing burden – There has been a substantial run up in state education 
budget and an ever increasing share of this budget falls on the town of Warren 

2. No way out - There is no avenue (based on current law) for Warren to 
economically grow its way out of the problem, and there is limited ability for the 
town of Warren to control its overall tax assessment by controlling local 
education costs. 

 
Total state education spending has increased dramatically since the introduction of Act 
60 in 1997 and the subsequent rework of the legislation in 2003, now known as Act 68. 
The dynamics created by Acts 60/68 have boosted state wide education spending 
which, at an annual compounding rate of 6-7%, has doubled the cost of education in 7 
years.  Meanwhile, statewide school enrollment has declined by 10% or more.7  Some of 
this run up can be attributed to the one time funneling of money to disadvantaged 
schools; however continuing increases are largely a function of the budgeting and taxing 
process of Act 68 and have less to do with the original intent of the legislation.  Because 
the education tax is property based and land values have increased in Warren more 
quickly than in other parts of the state, Warren carries an increasing percentage of the 
overall tax burden. Warren cannot grow its way out of the problem with increased growth 
in its primary industry, tourism, as increased additions to the local grand list go directly to 
Montpelier and are not returned to the community.  Act 60/68 creates a limited 
relationship between the local school budget and the local education tax burden.  A 
dollar saved is not a dollar earned, in fact a dollar saved is currently only 66 cents 
earned and will likely get worse, see Chapter V.A. Area of Study - Taxes for details. 
 
Effects of Act 60/68 
 
Act 68 funds Vermont public K-12 schools 
with a property-based education tax (1) that 
is applied to each town based upon the total 
value of a town’s grand (property) list and 
the level of education spending in that town. 
The taxes are collected by the town and 
paid to the state education fund.  The state 
education fund monies (2) are then 
distributed based upon each school’s 
budget and student enrollment.  When Act 
60 was created, no one could have 
predicted the ensuing escalation in property 
values, which most years has resulted in a state education fund surplus. Some of the 
surplus is rebated to the tax payers, but some is also used for increased education 
spending.  This state education budgeting dynamic has fueled the dramatic increase in 
spending. 
 
 
 
                                                
7 Report to the General Assembly 
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Education Spending in Warren 
 
Warren spends anywhere from 2% - 7% less on average per equalized student on 
education than the statewide comparables (see Appendix B. Area of Study – Budget for 
details on this section).  When average household income is factored in Warren spends 
about 10% - 14% less than the statewide comparables on education.  While Warren 
spends 2.1% - 4.8% more on teacher salaries than the comparables and class sizes are 
0.88% higher to 5% lower than the comparables, Warren is 4.7% - 8.4% more efficient 
than the comparables at putting dollars to work in the classrooms.  While Warren spends 
very near the average for all state elementary schools on a per student basis, the school 
is consistently recognized by the state as a high achieving Medallion school for its high 
standardized test score results. 

 
Warren currently negotiates and signs one teacher contract with three other Washington 
West Supervisory Union schools.  This is the first in a series of steps to “rationalize” 
services with other WWSU schools to become more efficient at service delivery.  
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Chapter IV - Methodology  
 
This committee (the School Cost Study Group, SCSG) was commissioned by the 
Warren School Board in the spring of 2005 to investigate alternatives for mitigating the 
effects of Act 60/68 while continuing to maintain a high quality of education. 
The goal was to research the problem and produce this report, which presents the 
realities and choices facing The Warren School and Warren taxpayers going forward 
under Act 68. 
 
The problem itself, a rapidly rising tax burden, is clear; however the factors and critical 
information needed to understand the causes of the problem are complicated.  In early 
discussions, the committee determined that the first step towards a solution is to have a 
clear understanding of the facts and choices. To achieve this understanding, a well 
defined methodology was created: 
 
1. Define the problem – Local education taxes are too high and are increasing too 

rapidly.  A constellation of associated issues contribute to the core problem including; 
Act 68, legislated mandates for education, health care costs, salary and benefit 
structures, student enrollment, property values and demographics. While defining the 
problem it became clear that this report would have to cover all of these issues.  

 
2. Develop possible solutions – The next step was to define the potential solutions 

before starting the research so that the committee could understand how the 
information collected might affect each scenario.  Here are the identified solutions: 

 
 Privatizing the school 
 Enhancing revenues by providing fee based services 
 Consolidation (including town, complete school, partial school, infrastructure 

sharing, etc.) 
 Impact fees or local option tax 
 Becoming a magnet school 
 Significant budget cuts 
 Legislative changes 

 
3. Divide the work into study areas – Work was broken into study areas so that 

research could be logically grouped together and apportioned amongst the 
committee members.  The study areas developed were: Taxes, Budget, Enrollment, 
and Legal/Legislative. 

 
4. Research – Research included finding and reviewing source documents and 

conducting discussions and interviews with key players around the state.  This 
material is referenced throughout the report and a complete list of sources can be 
found in the last chapter of this report. 

 
5. Form conclusions – Once research was completed the group met and formed 

conclusions.   The conclusions found in this document represent the views of the 
group and not any one individual. 
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Chapter V – Scenarios  
 
The committee cast a wide net to develop the scenarios for spending reduction and 
revenue enhancement.  Some scenarios are worthy of further study, and others are 
impractical because they will result in little or no cost savings or revenue enhancement.  
The scenarios are grouped as “cost saving” or “revenue enhancing”.  Keep in mind that 
Warren need not pursue any scenario in isolation.  The committee recommends (see 
Chapter II – Conclusion and Recommendations) pursuing several scenarios 
simultaneously. 
 
Spending Reduction 
 
1. Town Consolidation – The consolidation of two or more Valley towns is the most 

radical way to achieve efficiencies in education delivery.  While there is precedent 
here (Fayston uses the Waitsfield fire department and other Waitsfield services, for 
example) the group judged this to be politically impractical. 

 
2. Multiple School Consolidation – A slightly less radical approach than town 

consolidation, two or more Valley towns can decide to combine primary schools into 
a unified school district serving grades Pre-K through 6.  This would create one of 
the larger primary schools in the state and, as seen in the budget discussion, the 
best guess is that it would save on the order of 5-10%.  This savings would result 
from the closure of one or more school buildings and the elimination of all associated 
administrative services.  This is a viable option which deserves further study.  No one 
should underestimate the difficult practical, political, and emotional challenges that 
such a step would entail.  One school board and one staff of administrators, as 
opposed to two or more, would oversee the school.  Shared services (e.g. cafeteria, 
transportation, special education) and a larger pupil/teacher ratio would yield cost 
savings.  There may be short-term costs associated with this strategy that need to be 
analyzed against the overall savings, chief among them the need to build out the 
infrastructure of a single school to accommodate the larger student population.  

 
3. Partial School Consolidation – The lowest impact of the consolidation options. 

Several examples already exist in the Valley.  Waitsfield and Fayston share food 
service and all Valley towns share enrichment services, such as instruction in 
language and music.  Warren joins three other towns in negotiating one teacher 
contract.  Research into additional shared services, such as transportation and 
special education, is advisable, although the associated cost savings would be 
marginal at best relative to the overall school budget.  Partial consolidation also 
includes the potential to combine two or more town school districts into a “joint 
contract district”.  In practice, this could mean Warren and Fayston create a joint 
contract district which sends all Pre-K through grade-3 students to the Warren 
School and grades 4 through 6 to the Fayston School.  State law requires an 
independent school board to oversee the joint contract district, much as Harwood 
Union High School has its own board.  While the joint contract district would yield 
marginal cost savings, there may be educational and social benefits to this approach 
which are worth studying.  Hancock and Granville formed a joint contract district last 
year, the fourth such arrangement in Vermont. 

 
4. District Consolidation – Each Valley town elects representatives to a district-wide 

board to administer all schools in the Valley.  District consolidation would be the most 
efficient way to administer the Valley schools but it would only yield costs savings if it 
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went beyond the consolidation of primary school boards and dealt with the 
consolidation of school districts and administration. In this regard, district 
consolidation would be an enabler as opposed to a solution to educational cost 
containment. It is worth further study but only as a way to achieve one or more of the 
scenarios discussed elsewhere. 

 
5. Infrastructure Sharing – Essentially a town consolidation scenario, infrastructure 

sharing involves leveraging the physical space of the Warren School by using it to 
service non-school functions.  The school building sits idle during most evenings and 
vacations and it isn’t fully utilized during the summer.  If the school space could be 
used to carry out other town functions – e.g. recreation, entertainment, charity – its 
costs could be shared more broadly and, potentially, additional revenue could be 
generated.  Warren School already does this on a small scale – the Warren Stage is 
one good example – but infrastructure sharing only works to reduce costs or raise 
revenue if payment is provided for space used.  This would entail charging a facility 
fee or providing some revenue transfer mechanism within the town.  While 
infrastructure sharing is worth investigating, it is unlikely to provide significant 
savings or revenue. 

 
6. Significant Budget Cuts -   See the detailed Budget discussion in Appendix B – 

Study Area – Budget which illustrates there appears to be no practical way to make 
significant budget cuts without severely compromising the current high quality of 
education that is provided.  

 
None of the cost reduction scenarios discussed above, perhaps with the exception of 
infrastructure sharing, can be done without the cooperation and input of other Valley 
towns.  Warren will have to join with other towns to investigate options and make 
decisions.  Importantly, grant money is available from The Council on Educational 
Governance to help with the cost of investigation, but only if the district as a whole, or at 
least two or more of the towns in the district, decides consolidation is worth investigating.  
Warren must demonstrate a commitment by approaching the other towns, 
commissioning a study and becoming educated about the scenarios available.  
Resources are available to help – the state is eager for towns to rationalize the delivery 
of education – but the towns have to take the first step. 
 
Revenue Enhancement 
 
1. Fee Based Services - The Warren School is first and foremost a primary school for 

the education of children.  But school is only in session for 180 days a year and even 
while school is in session, the building is typically vacant after 5:30PM and on the 
weekends.  One way to help offset the cost of education is to look for revenue 
enhancement opportunities during evenings, weekends and summertime when 
school is out. Typical areas worth investigating include adult and senior education, 
enrichment programs for children and adults, college prep classes and various 
community-based programs.  The programs would have to be fee-based and 
capable of paying for the use of the Warren School facility.  This is worth further 
study. 

 
2. Magnet School - One way to arrest the decline in student enrollment in Warren is to 

attract students from other towns.  Magnet schools, pioneered in the late 1960s in a 
few of the larger US cities, are schools which specialize in a chosen course of 
instruction – science, art, mathematics, etc.  Students looking for more intensive 
instruction in a particular discipline are attracted to magnet schools as a way to 
follow their passion. Vermont has no magnet schools, in part because they are 
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typically based in an urban center with a critical mass of children who have access to 
transportation.  Another challenge in Vermont is school choice, which exists at the 
high school level but not, as of yet, at the primary school level.  Even though high 
school students are allowed a limited choice of schools outside their home district, 
funding does not follow the student from the giving to the receiving school.  The idea 
is that schools will give as well as receive and the local school population will largely 
remain in balance.  For magnet schools to work smoothly, funding would have to 
follow the student.  If this were not the case, incoming students would pay tuition as if 
they were attending a private school.  The State Board of Education backs school 
choice and presumably would support an effort to create a magnet school, but it 
would require legislative initiative to work well. A magnet school would not be without 
controversy, but in a Valley with 4 primary schools within a 15-minute drive, having 
one or more specialty schools would probably find support. The town would have to 
determine the type of specialty and seek support and guidance from the state.  This 
is worth additional research. 

 
3. Private School - Another way to attract students from other towns and bolster 

enrollment is to opt out of the public school system and go private.  The town of 
Warren would “designate” the Warren School as its school of choice and could 
attract students from other towns to pay tuition.  From purely a cost standpoint, 
privatizing the school would offer little advantage – the cost of operating the school 
and the tax burden would change little.  Privatization could work in the same way as 
a magnet school could work – if out-of-town students saw the Warren School as a 
superior alternative to their home school.  But the cost of opting out of the system, 
from both a social and an economic standpoint, outweighs the benefit.  Research 
into the town of Winhall’s experience with privatization, as well as a brief meeting 
with the headmaster at St. Johnsbury Academy, showed that privatization is not the 
key to cost containment. 

 
4. Impact fees or local options taxes - Other sources of revenue can be provided by 

either impact fees or local option taxes.  Impact fees are a device used in zoning 
regulations to require a property developer to pay for the increased community costs 
caused by new development, such as road or school costs.  This was not considered 
to be a viable option for Warren, as the school has excess capacity.  At the present 
time, there should be no measurable increased costs for accommodating new 
students to the school district (in fact this would likely reduce per student costs). 

 
Local option taxes are a mechanism whereby a town can levy a unique local tax, like 
a 1% sales tax or a local rooms and meals tax, to provide revenue.  Some towns in 
Vermont have done this, specifically, Burlington, Williston, Manchester, Rutland and 
Stratton.  This option is not practical in Warren.  It would raise an insignificant 
amount of revenue and would be disruptive to the local economy, especially by 
putting Warren businesses at a disadvantage compared to other Valley towns 
without such a local option tax. 

 
Legislative Proposals 
 
The equity-based educational funding mechanism in Vermont, known as Act 68, places 
an increasingly heavy burden on communities such as Warren with rising property 
values and stable or declining school enrollment.  Without rejecting the redistributive 
mechanism of Act 68, it should be possible to limit or offset the burden any one 
community or individual is forced to bear.  The following proposals are worthy of further 
study: 
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1. Fairness Cap - Place a cap on the level of "giving" from any one community.  The 
cap would be calculated as the total education funding received from Montpelier 
divided by the total education taxes sent to Montpelier.  While the level of the cap 
should be determined by a combination of funding needs and communities’ capacity 
to pay, it should not fall below 50% (i.e. communities would not be asked to give 
away more than half their property taxes).  The 50% level is well above the combined 
top federal and state income tax level (even the wealthiest Americans are not asked 
to pay more than half their income in taxes) and it provides a measure of fairness to 
sending communities. 

 
2. Ability to Pay Test - Some relationship should exist between property taxes and the 

ability to pay.  A cap should be placed on the percentage of a taxpayer’s income that 
goes toward school property taxes.  While the income sensitivity provisions of Act 
60/68 provide some relief on this point, a significant number of taxpayers are 
excluded from consideration for relief.  Also, the income sensitivity provisions can 
create some unusual and seemingly unfair results.  For example, using the calculator 
on the State of Vermont, Department of Taxes website8, a resident of Warren with an 
income of $ 74,999 and a home with an grand list value of $377,500 will owe $ 7,618 
in school taxes, but would qualify for a prebate of $5,630.  If that same person makes 
$1 more in income ($75,000), the prebate is only $ 396. 

 
3. Return to Sender - In the years when burgeoning property values lead to a “surplus” 

in taxes collected, this “surplus” is rebated to taxpayers in the form of a decrease in 
the following year’s tax rate.  Under this scenario, sending communities get back less 
than they originally put in.  This is a disguised transfer of wealth which has little to do 
with the Act 68 goal of equality of education.  A fairer rebate formula would be a 
community’s total tax contribution divided by the total statewide contribution times 
the total amount rebated.  In other words, if a community contributes 1% of total 
statewide education taxes, it should receive 1% of the total rebate.  Individuals within 
the community should receive rebates on the same principal.  Those communities 
and individuals NOT contributing to the surplus would receive no rebate. 

 
4. Responsibility In Spending - In any given year, should taxes be collected in excess 

of the original projected budget, this surplus can be rebated to the taxpayers or 
placed in a rainy day fund that has mandated spending restrictions, but the surplus 
cannot be used for current or future operating expenses either for education or for 
any other state program.  If legislators want to increase the education budget, they 
must go to the taxpayers and sell the idea.  The current scheme of “stealth raises” 
funded by increasing property values would cease. 

 
5. State mandated education cost controls - One of the original purposes of the 

legislation was to spend more money on education.  Given that student enrollment 
has declined about 10% since Act 60/68 was enacted and statewide education costs 
have doubled in that timeframe9, a better focus on cost control is overdue.  Even 
though Act 68 was designed to focus the ability to control local costs on resident 
taxpayers, in practice, efforts to control local costs are muted by escalating property 
values.  The calculations in the exhibit in Appendix A – Study Area: Taxes illustrate 
this.  A different approach to cost controls is needed.  The state could mandate a cap 
on year to year increases or consider some other mechanism that would help slow 
the escalation of education costs.  A Joint Legislative Education Cost Containment 

                                                
8 http://www.state.vt.us/tax/prebateschedule.shtml  
9 Report to the General Assembly 
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Study Committee made a report to the General Assembly, dated January 15, 2004, 
but it is unclear how many of its recommendations have been adopted.  

 
6. Alternate Revenue Source - An income based system might be considered to 

replace, or at least supplement, the property based one or some other sources of 
revenue, like consumption taxes, could be found.  Such additional revenue sources 
could also be a better measure of an individual’s ability to pay than are property 
taxes. 
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mplate=printartjavascript:NewWindow('400','400','/apps/pbcs.dll/art_tips?Site=BT
&Date=20050328&Category=NEWS&ArtNo=503280317&Ref=AR&Profile=1003')
http://vermonttoday.com/subscribe  

8. Stowe Futures Committee Report, September 13th 1999.    
9. Washington West Supervisory Union Consolidated Budget 1998 – 2004 
10. Rutland Herald, June 9, 2005, In a landslide, vote keeps school open. 
11. Times Argus, 3/28/05, Belvidere's small town grapples with closing of elementary 

school 
12. Annual Report of the Town and Town School District for year ending 12/31/2004. 
13. Overview of Vermont’s Education funding System Under Act 68, March 5, 2004,   

Vermont Department of Education. 
14. Warren School budgets – 1996 – 2005 
15. Acts 60 and 68 
16. Tax Information provided by Treasurer and Lister, Town of Warren. 
17. Report to the General Assembly, Joint Legislative Education Cost Containment 

Study Committee, January 15th 2004. 
18. How to Privatize a Public School in Vermont – A Layman’s Guide, Vermonters for 

a Better Education (http://www.schoolreport.com/vbe-privatize.html) 
19. Vermont State Board of Education, Manual of Rules and Practice 
20. Vermont Property Owners Report, Vermont Property Publishing, Inc. 
21. Vermont Department of Taxes website, http://www.state.vt.us/tax/index.shtml 
22. Enrollment figures provided by Vermont School Board Association (VBSA) 
 
In Addition Interviews And Discussions Have Been Conducted With: 
 

1. Andreas Lehner,  Warren Elementary School Principal 
2. Bob McNamara, Superintendent Washington West Supervisory Union  
3. David Jaqua, Stowe Education Fund 
4. Bob Roper, Stowe Education Fund 
5. John Pike, Business Manager Washington West Supervisory Union 
6. Kerri Lamb, Vermont School Board Association 
7. Tom Lovett, Headmaster St. Johnsbury Academy 
8. Holden Waterman, Milton School Superintendent 
9. Priscilla Robinson, Lister, Warren Vermont 
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This study area describes how Warren local school taxes are determined, the various 
factors that affect the tax rate calculations and how any changes in those factors, such 
as a reduction in the school budget or an increase in the number of pupils or school 
revenue, might change the tax rate. 
 
Vermont’s general education funding system (and the resultant education property taxes 
for local schools) was changed significantly by Act 60 in 1997 and Act 68 in 2003.  
Vermont’s educational spending is expected to exceed $1 billion in FY 2005, 62 % of 
which ($650 million) will come from education property taxes10.  This study area explains 
how education property taxes are calculated under the Act 68 scheme that replaced Act 
60. An example and several scenarios are shown in the exhibit on the following page.  
 
Education property taxes are paid by two groups; nonresidential property owners 
(including all businesses), and residential property owners (also called “homestead 
property owners”).  The state sets the initial property tax rate for each group by statute 
and the Tax Commissioner can annually recommend adjustments to the rate based on 
the amount in the education fund reserve and a part of the current law that stipulates 
that the nonresidential rate must produce at least 34% of the education fund spending11. 
For example, the initial rates of $1.59 per $100 of fair market value for nonresidential 
land and $1.10 of fair market value for residential land were lowered by the legislature to 
$1.54 and $1.05 respectively in 2004 and again lowered to $1.51 and $1.02 respectively 
in 200512.  
 
In any given year, the nonresidential property tax rate will not vary (except as adjusted 
by the “common level of appraisal” adjustment (“CLA”, explained below), but the 
residential rate may increase proportionally as the education spending per pupil in a 
given school district increases over the base amount (the basic rate) determined by the 
state each year (called the “District Spending Adjustment”). For example, if a district 
spends 10% more than the basic rate per pupil, its tax rate will be 10% more (and then 
that rate will still be subject to the CLA adjustment).  
 
Each year the state determines a CLA rate for each municipality.  It is a fairly 
complicated process that is based on sampling actual property sales in the preceding 
three years.  The purpose of this is to help account for the amount of variance between a 
town’s grand list values (i.e. those assigned to each property by the local tax assessors) 
and the actual market values for properties in that town.  The final tax rates for each 
municipality are set by the state tax commissioner by taking the individual tax rates for 
residential and nonresidential properties and dividing these individual rates by the CLA.  
The idea is that any two towns that have the same education spending per pupil would 
then pay the same tax rate once the CLA is used to eliminate the variance between 
grand lists and market value.  Given the rapidly escalating property sale prices in 
Vermont this CLA process has helped drive a similar rapid escalation in school tax rates.  
The only way to avoid the impact of the CLA on tax rates in a given year is to have a 
Town-wide reappraisal which then generally causes the CLA to be set to 1.0, although in 
some cases it could also be set higher than 1.0.  Warren will undergo such a reappraisal 
before 2006 taxes are determined.   

                                                
10 Overview of Vermont’s Education Funding System Under Act 68. 
11 Ibid. 
12 Ibid. 

Appendix A - Study Area: Taxes  
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  Scenarios 

 2005 Save $100K 30 More FTE 
Add $100K 
Revenue 

Consolidate & 
Save 7% 

Same Trends 5 
Years 

Budget         
 

  

  Harwood budget  $1,564,421 $1,564,421 $1,564,421 $1,564,421    

  Elementary school budget $1,745,448 $1,645,448 $1,745,448 $1,745,448    

Savings   $100,000        

  Total local school budget $3,281,861 $3,181,861 $3,281,861 $3,281,861    

  Expected revenue $539,915 $539,915 $539,915 $639,915    

Total Net Local Ed Spending $2,741,946 $2,641,946 $2,741,946 $2,641,946  $3,155,980 

FTE Student Spending         
 

  

  Equalized number of pupils 274.24 274.24 304.24 274.24  253.24 

  Local cost per pupil $9,975 $9,611 $8,992 $9,611 $9,277 $12,462 

  State baseline per pupil rate $6,975 $6,975 $6,975 $6,975 $6,975 $8,719 

  District Spending Adj. Factor 1.43 1.38 1.29 1.38 1.33 1.43 

Tax Rates         
 

  

  Basic statewide tax rate $1.02 $1.02 $1.02 $1.02 $1.02 $1.02 

  Adjusted local tax rate $1.459 $1.405 $1.315 $1.405 $1.357 $1.458 

Savings   $0.053 $0.144 $0.053 $0.102 $0.001 

  Common Level of Appraisal 0.7229 0.7229 0.7229 0.7229 0.7229 0.5570 

  Local equalized tax rate $2.018 $1.944 $1.819 $1.944 $1.877 $2.617 

Savings   $0.074 $0.199 $0.074 $0.068 -$0.600 

  Additional cost of CLA $0.559 $0.539 $0.504 $0.539 $0.520 $1.160 

  State non-resident tax rate $1.510 $1.510 $1.510 $1.510 $1.510 $1.510 

  
Local equalized non-res tax 
rate $2.089 $2.089 $2.089 $2.089 $2.089 $2.711 

Individual Taxes         
 

  

  
School taxes for res. @ 
$300,000 appraisal $6,053.57 $5,832.67 $5,457.02 $5,832.67 $5,629.98 $7,852.38 

  Individual Savings   $220.90 $596.56 $220.90 $423.60 -$1,798.81 

Total Residential Taxes         
 

  

  Total resident grand list $891,542 $891,542 $891,542 $891,542 $891,542 $891,542 

  Total resident  school taxes $1,799,133 $1,733,357 $1,621,720 $1,733,357 $1,673,120 $2,333,577 
Total Savings On Residential 
Taxes   $65,776 $177,413 $65,776 $126,013 -$534,444 

Total Non-Residential Taxes         
 

  

  Total non-resident  grand list $2,243,631 $2,243,631 $2,245,621 $2,245,621 $2,245,621 $2,245,621 

  
Total non-resident  school 
taxes $4,686,498 $4,686,498 $4,686,498 $4,686,498 $4,686,498 $6,087,770 

Total Taxes         
 

  

  Total school taxes $6,485,631 $6,419,855 $6,308,218 $6,419,855 $6,359,618 $8,421,346 

Total Savings On School Taxes   $65,776 $177,413 $65,776 $126,013 -$1,935,715 

% Savings  1.01% 2.76% 1.04% 1.96% -30.44% 
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This may cause the tax rate to stabilize or go down, although the actual total taxes paid 
by the town will likely still go up.  Some homeowners may benefit from a reappraisal, 
while others will see a detrimental effect, but this process is unlikely to cause the tax 
rates or actual taxes to go down; just the opposite is likely. 
 
Thus tax rates in Warren, and many other Vermont towns, are tied much more to 
escalating property values than to the increased cost of education.  In the five years from 
2001 through 2005, total elementary education spending in Warren has gone from 
$1,515,455 to $1,745,448, a total increase of 15.1% (or 3.02% annually).  In the same 
period the school tax rate for residents has gone from $1.69 t2.018, a total increase of 
19.4% (or 3.9% annually).  The corresponding rate for the nonresidential taxpayer has 
increased to $2.089 a total increase of 23.6% (or 4.7% annually)13.  The swing caused 
by the CLA adjustment in individual years is even more dramatic.  From 2004 to 2005, 
the budget for the Warren elementary school increased less than 1%.  The per pupil cost 
went up 3.5% due to the lower enrollment rate, but since the state baseline per pupil rate 
went up more than 3.5%, the effective tax rate would have been lower year to year.  
However the resident school tax rate actually went up $ 0.198 or 10.9% due to the CLA 
adjustment14. 
 
The first column in the Exhibit on page 12 labeled 2005 shows the detailed 
calculations for the school tax rate in 2005.  Briefly, the District Spending Adjustment 
requires that the initial statewide tax rate of $ 1.02 for residents is adjusted upward by 
143% because the Warren per pupil spending ($9,995) is 143.% more than the state 
baseline per pupil rate ($6,975).   The adjusted local tax rate of $ 1.459 is then divided 
by the CLA of .7229 to yield the local equalized residential tax rate of $2.018, i.e. which 
is double the initial statewide tax rate.  Similarly the initial statewide nonresident rate of 
$1.51 is adjusted by the CLA to yield the local equalized nonresidential tax rate of 
$2.089.   A hypothetical resident taxpayer with a property assessed at $300,000 would 
pay $6,053.57 in school taxes.  Applying these two rates times the respective total grand 
list for each category of property, yields a total tax burden of $ 6,485,631 for Warren in 
2005.   The difference between this amount to be collected and the amount needed to 
fund local K through 12 schools  
($ 2,741,946) is $3,743,685 which is used by the state to help fund other schools.  Thus 
for every $1 of taxes collected for schools, Warren gets to keep less than 43 cents 
for the local schools!!! 
 
In the interest of trying to determine how property taxes can be lowered in the current 
Act 68 regime, various other cases are presented in the Exhibit on page 12.  Since it is 
highly unlikely that the CLA will decrease or that a town wide reappraisal will help lower 
tax rates, various other means of raising revenue or lowering costs must be considered.  
Column two (Save $100K) illustrates the effects of keeping all other factors the 
same but cutting $ 100,000 (or 5.73%) from the elementary school budget.  Notice 
that the resultant total tax savings (a total of $65,776) is less than the full $100,000 
saved on the school budget.  This is because District Spending Adjustment Factor and 
the CLA must be applied to the tax rate which dilutes the impact.  Also notice that only 
the resident property taxpayers benefit from the budget reduction since the nonresident 
rate is fixed. 
 
The third column (30 more FTE) illustrates the effects of keeping all other factors 
the same but adding 30 more students to the elementary school.  This would bring 

                                                
13 Warren Annual Report, op. cit., page 12. 
14 Warren Annual Report, op. cit., page 78. 
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the number of students to roughly the number that existed in 2000. Capacity exists at the 
school for these additional students.  It may not be reasonable to assume all other costs 
would be contained at current levels with 30 more students, but it may be possible to 
add students across all grade levels without increasing the number of teachers or other 
expenses.  Adding approximately 11% more students would result in about a 10% 
reduction in the resident property tax rate.  Again, only the resident property taxpayers 
would benefit. 
 
The fourth column (Add $100K Revenue) illustrates the effects of keeping all other 
factors the same but adding $ 100,000 more revenue to the schools.  The impacts 
are identical to those in column two (Save $100K) showing that adding revenue and 
decreasing costs have same effect on taxes. 
 
The fifth column (Consolidate & Save 7%) shows the effects of a consolidation (a 
7% lower cost per pupil is the likely savings projected in Appendix B Study Area – 
Budget section Consolidation Scenario & the Budget.  This would result in a tax 
savings of $ 126,013.  
 
The sixth and final column (Same Trends 5 Years) models what will happen if 
various factors (education spending, enrollment, state baseline per pupil rate, and 
property value increases – as represented by the CLA) change at the same rate 
over the next 5 years that they have for the last 5 years.  Total education spending 
has increased by $229,993 from 2001 to 2005 or 15.1%.  K-12 student population has 
decreased by 23 students from 2001 to 2005 or 7.8%.  The state baseline per pupil rate 
has risen 25% over the 5 year period.  The CLA has decreased (which causes tax rates 
to increase) by 22% over the same period.   The result of this model is that the resident 
property tax rate would go up over 29% and the nonresident property tax rate would go 
up over 29% by the end of the 5 year period.  In addition, the Warren taxpayers would 
pay a total of $1,935,715 or over 30% more taxes.  In this scenario, less than 38 cents 
out of every $1 paid in school taxes would be used to fund the Warren Schools, K-
12!!! 
 
In conclusion, given the constraints of Act 68, Warren has very little ability to affect large 
reductions in the taxes, nor can it do much to slow increases, even with prudent 
management of the school budget.  Only a small amount of the school budget contains 
discretionary expense items that have any potential to be decreased (see budget 
discussion).  Especially troubling is the impact of increased property values.  Property 
values impact the school portion of property taxes much more negatively than they do 
the property taxes that go for municipal services.  As the grand list increases year to 
year, there is a bigger base over which to spread the town’s municipal budget, so the 
actual tax rate can be smaller if the municipal budget rises more slowly than the increase 
in the grand list.  But as property values increase from year to year, either through 
additions to the grand list, a reappraisal or because of the impact of the CLA adjustment, 
the education tax rate will still increase even if the school budget stays the same. 

There appears to be little will in Montpelier to make significant changes to the education 
funding in Vermont that would reduce the reliance on property taxes.  A significant 
portion of Vermont taxpayers benefit from the income sensitivity provisions of Act 68 
which can greatly limit the amount of property taxes paid by lower income property 
owners.  For example, in 2003 about 55% of primary residence homeowners received a 
“prebate” check to help pay their school property tax (and about half that number 
received a “rebate” check, which helps homeowners with incomes under $ 47,000 pay 
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for both school and municipal taxes)15.  In 2005 with Act 68 the legislature recently 
increased the income cap for those who may benefit from the income sensitivity 
provisions.   This has the effect of dampening the possible opposition to Act 68 by 
increasing the number of voters who are indifferent to the increasingly painful way Act 68 
increases school taxes.  It also means “savings” flowing by this lowering of tax burden 
for additional taxpayers must become an additional tax burden on nonresidential 
property owners and those residential property owners who are not income sensitized.  
According to legislative estimates, the cost of income sensitivity will be $ 95.8 million in 
2005 and will jump to $ 148.8 million for 200716.  In addition to extreme expense of the 
income sensitivity program, it might prudent for the state to revisit the calculations that 
are used to determine benefits because some unusual and seemingly unfair results can 
be seen.  For example, by using the calculator on the State of Vermont, Department of 
Taxes website17, it shows that a resident of Warren with an income of $ 74,999 and a 
home with an grand list value of $377,500 will owe $ 7,618 in school taxes, but would 
qualify for a prebate of $5,630.  Yet if that same person makes $1 more in income 
($75,000), the prebate is only $ 396. 
 
 
 
 
 
 

                                                
152Vermont Property Owners Report, Volume 20, No. 3, page 3. 
16Ibid. 
17http://www.state.vt.us/tax/prebateschedule.shtml 
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Appendix B - Study Area: Budget  
 
This study area examines how well the Warren school budget is managed and how 
budgetary issues may affect various scenarios should Warren decide to pursue these 
scenarios. 
 
Management of the Budget 
 
The first key question examined in this section is – how efficiently does the Warren 
Elementary School deliver educational services?  The question is answered in this 
question is through the use of comparables analysis, a technique used in business 
finance to rate the effective performance of competitive businesses. For the purposes of 
this analysis a set of similar schools (the comparables) have been gathered together and 
then key financial and operational statistics have been compared against the Warren 
Elementary School. 
 
The data source for the analysis is The Vermont School Report18.  Each year the 
Vermont Department of Education produces this report, which is a comprehensive 
compilation of key budget, performance, and general school information for all schools in 
Vermont.  This data was chosen because; the dataset is complete for all schools in 
Vermont, the data was reported consistently by all schools in all categories, and 
statistics and measures derived from the data were developed consistently for all 
schools reporting. All data used in this section taken from the 2004 version of this report, 
for which the most recent information is from the 2003 school year. 

 
Selecting the best comparable is critical to the analysis and can be an issue of some 
debate.  Should the Warren Elementary School be compared to the state as a whole, to 
all elementary schools? For this reason two comparables were chosen for the analysis.  
These are: 
 
 The State – This comparable includes all public and private, and all primary and all 

secondary schools in the state.  Total population is 244 schools19. 
 Pre 7 – This comparable includes all public and private schools with any grade mix 

including grades six and below.  So, for example a kindergarten through sixth grade 
school such as Warren would be counted as is a kindergarten through third grade 
school such as the Summit Street School in Essex Junction.  Total population is 165 
reporting schools20. 

 
The set of measures analyzed was Expenditure Categories as a % Of Total Budget. 
The graph and accompanying explanation these measures21 can be found on the 
following page. 

                                                
21  Vermont school report.( http://crs.uvm.edu/schlrpt)   
19  Ibid. 
20  Ibid. 
21  Ibid. 
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The horizontal axis of the 
chart shows the various 
expenditure categories 
(Direct Instruction, Student 
Services, etc.) while the 
vertical  access shows the % 
of the total education budget 
used in a given expenditure 
category.  Each bar shows 
an observation; the yellow 
bar is Warren, the green bar 
is the average for the Pre 7 
comparable and the blue bar 
is the average for the state of 
Vermont comparable.  The 
table below the chart shows 
the actual observation value 
for each comparable in each 
expenditure category.  The 
table shown below the chart 
provides a summary analysis 
of the data. 
 
 

Category Description Analysis 
Direct 
Instruction 

Measures total dollars applied to direct instructional 
activities as a percentage of total budget expenditures.  
A higher number means that more dollars are applied 
to teachers and students and less to overhead.   

Warren is a 5.4% better than 
the state and 3.53% better 
than Pre 7 schools in the 
state.   

Student 
Services 

Measures total dollars applied to programs such as 
breakfast/lunch, health, and counseling as a 
percentage of total budget expenditures. A lower 
number means less overhead in operations. 

Warren is a 2.7% better than 
the state and .7% better than 
Pre 7 schools in the state.  

Staff 
Services 

Measures total dollars applied to staff support services 
such as staff enrichment and accreditation programs as 
a percentage of the total budget expenditure. A lower 
number means less overhead dollars in teaching 
support. 

Warren is a 1.3% better than 
the state and .76% better than 
Pre 7 schools in the state.  

Leadership 
Services 

Measures total dollars applied to administrative support 
services such as administrative enrichment and 
accreditation programs as a percentage of the total 
budget expenditure. A lower number means less 
overhead dollars in administrative support. 

Warren is a 2% better than 
the state and 1.08% better 
than Pre 7 schools in the 
state.   

Operations Measures total dollars applied to direct operational 
expenses such as building maintenance and 
transportation as a percentage of the total budget 
expenditure. A lower number means less overhead 
dollars in school operations. 

Warren is a 2% better than 
the state and .88% better 
than Pre 7 schools in the 
state.   
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As shown in the table above a sizable portion of the Warren school budget is used for 
direct instructional services.  Within this category there are several components over 
which the administration, the school board, and the Town have little or no discretion.  
These are: 
 
1. Teacher salaries & benefits.  Teacher contracts are negotiated between the 

teachers and their union, Vermont NEA, and the school board, aided by the Vermont 
School Boards Association.  There is a lot of history and precedent to this process; it 
is practically impossible to make dramatic changes in teachers’ compensation or 
benefits.  Occasionally, negotiations break down into strikes or lockouts; such events 
are traumatic -- they leave deep scars in communities and never accomplish the 
intended goals. 

2. Health Insurance costs.  Over the last few years, these have increased rapidly.  
Like most employers, the board has no control over these increases and no 
discretion in the allocation of this benefit. 

3. Special Education costs.  Federal law requires schools to offer all students a free 
and appropriate public education.  If a student’s disabilities mean that additional 
services are necessary in order to benefit from the educational experience, the 
school is obligated to provide those services.  Depending on the nature of the 
disability, these can be extraordinarily expensive.  Services might include a little 
extra tutoring, a full-time aide, and contracted services from an outside agency – all 
the way to residential placement in another setting.  Some years special education 
costs may be quite low; but the arrival of one or two children with significant needs 
can make a dramatic and expensive change.  Public schools must enroll every child 
residing in the town – there is no choice whom to educate.  These costs may be 
mitigated by federal and state aid for special education, but the amount of aid is 
determined annually by the legislature. 

4. School Quality Standards.  Act 60 & 68 specify school quality standards.  The state 
has adopted educational Framework of Standards and Learning Opportunities, as 
well as Grade Level Expectations for the basic academic subject areas, and 
measures the performance of each school against those standards.  Furthermore, 
the state publishes the results of those measurements in the press, on the Internet, 
and requires the schools to publish the results locally.  Schools that fail to show 
adequate annual growth in student performance are subject to penalties. There is 
considerable pressure on school boards to maintain a level of quality that is likely to 
produce positive results. School Quality Standards also require schools to hire a 
principal, a librarian, a nurse, and a guidance counselor, and to provide children with 
physical education and the arts.   

5. Fuel and other external factors.  Changes in prices of raw materials or other 
service “inputs” are out of the Board’s control.   

 
Within these constraints, the Warren School administrators and board have taken the 
following cost containment measures since 2002: 
 
1. Staff reductions. Two classroom teaching positions have been eliminated and 

downward adjustments have been made in some specialist positions in addition to 
adjustments made in 1998. 

2. Unified teacher negotiations. A unified teacher contract (with Moretown and U-45 
schools) has been negotiated that caps salaries for new hires at about $12,000 less 
than previous contract.  

3. Supplies. Per-pupil supply expenses have been reduced. 
4. Revenue Enhancements - A preschool program for three-year-olds has been added 

in an effort to boost enrollment (which under act 68 increases our reimbursement 
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level from the state) and enhance the educational experience which in turn attracts 
tuition-paying students from other districts.  

5. Benchmarking - Per-pupil spending has been maintained at levels comparable to 
other valley elementary schools (the benchmarked comparables). 

 
The following table shows Warren School and the comparables for a series of key 
budget measures22: 
 

Measure Warren Pre 7 State Comments 
FTE 
Expense 

$9,608 $9,813 $10,414 Expense per full time student. Lower number means 
that less spent on education per student.  Warren is 
7% better than the state and 2% to 3% better than 
Pre 7 schools in the state. 

Median HH 
Income 

$49,681 $45,421 $47,090 Household income. Included as a measure of the 
“ability to pay” for education. The education tax is 
property based, but each citizen pays the tax out of 
current income. 

FTE 
Expense / 
HH Income 

19.34% 21.60% 22.12% FTE Expense / Median HH Income.  How much 
budgeted for educating children versus what one can 
afford to spend, or the proportion of money budgeted 
for education out of the total “community” household 
income. 
Warren budgets 2.78% less than the state and 2.26% than 
Pre 7 schools in the state. 

Pupil 
teacher ratio 

11.40 11.64 11.70 Total students divided by total teachers (including 
guidance, special education, etc.) for a given 
institution. Higher number means more students 
studying with a teacher. Warren is a 2.6% lower than 
the state and 2.1% lower than the Pre 7 schools in 
the state. 

Average 
teacher 
salary 

$43,913 $41,802 $43,009 Average teacher salary for an institution with indirect 
costs such as employer taxes but minus other indirect 
costs such as health insurance. Warren is a 2.1% 
higher than the state and 5% higher than the Pre 7 
schools in the state. Note that Warren has recently 
moved to a consolidated contract with all Washington 
West Supervisory Union schools.    

% Special 
Ed. 
Students 

10.10% 11.82% 13.90% % total students designated as Special Education 
students. Under Vermont State law schools must 
deliver special services for each school age child 
diagnosed as a Special Needs child.  The cost per 
child to deliver these services is typically significantly 
higher than the cost per child for other children. 
Warren has a lower percentage of Special Ed. 
Students than either the state or Pre 7 schools in the 
state. 

 

                                                
22 Ibid. 
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Budget Growth over Time 
 
A second key question examined in this section is how has our local education 
budget grown over time? The following exhibit compares the last pre Act 60/68 
local education budget (1997) with the most recent (2005) budget.   
 
The first thing to note is the 
overall growth of 32% over 
the eight years in question 
which averages out to about 
3.2% per year.  The largest 
driver of this increase both 
absolutely and relatively is 
Special and Compensatory 
Education. The cost for this 
state mandated program is a 
function of the number of 
Special Education students 
attending the Warren School 
each year.  This number has 
gone up over time and mirrors 
a national trend in the 
increase of autistic children.  
While the state reimburses 
55% of these costs, the fact 
remains the over a quarter of 
the increase in direct 
instruction can be attributed to 
this line item. Other drivers of 
the increase of costs include 
fuel / transportation costs, and 
health benefits.  Finally note 
that areas where significant 
reductions have occurred are 
Direct Instruction teacher 
salaries, materials, and 
education technology 
expenditures. These have 
come from the gradual 
downsizing of services as the 
number of students has 
trended downward. 
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Consolidation Scenario & the Budget 
 
Consolidation scenarios have been a topic of much discussion both at the local and 
state level.  A final key question examined in this section is, could consolidation 
significantly reduce the costs of education delivery? As a way of getting a rough estimate 
of the potential benefits from any one of the consolidation scenarios, we can apply one 
more comparable test. It starts by dividing the entire population of Pre 7 schools into four 
groups based on the number of students attending.  Note that each group was formed to 
put roughly the same number of schools in each group.  The table below shows this 
breakdown. 
 

Group 2004 Enrollment Count 
I 0 - 85 41 
II 86 – 153 41 
III 154 - 266 41 
IV 267 - 1045 46 

 
Warren Elementary, with a 2004 enrollment of 159 is placed in Group III which had an 
average 2004 per student FTE expense of $9,9754 (Warren’s 2004 per student FTE 
expense was $9,608).  
 
Now assume that all the Valley schools merge and create a consolidated school of 581 
students.  This consolidated school would fall in Group IV (In fact the consolidated 
school would be the 3rd largest elementary school in the state. Note that any merger of 
schools would put the resulting consolidated school in Category IV, so it does not matter 
for purposes of the analysis whether a two, three, or four school merger is assumed.).  
The mean 2004 per FTE expense for this Category IV was $9,282, which is 7% below 
the mean FTE expense Group III.  Assuming the consolidated Category IV school, this 
analysis suggests that the per pupil cost for Warren would be 7% lower, or $9,277 per 
FTE.  This lower per pupil cost would result in a tax savings of $126,013 compared to 
the 2005 total tax (see calculations in the exhibit in Appendix A – Study Area: Taxes). 
 
Conclusions 
 
The key conclusions drawn from this budget analysis are: 
 
1. Warren does not spend a lot to educate its children. Warren spends from 2% to 

7% less on average than the statewide comparables on a per student basis.  When 
average household income is factored in Warren spends about 10% to 14.0% less 
than the statewide comparables on education. 

2. There is not a lot of overhead in educational delivery.  While Warren spends 
anywhere from 2.1% to 4.8% more on teacher salaries than the comparables and 
class sizes are from .88% higher  to 5% lower than the comparables, Warren is 
anywhere from 4.7% to 8.4% more efficient at than the comparables at directing 
dollars received directly into the classrooms to educate students rather than into 
overhead activities. One of the results is that while Warren spends very near the 
average on a per student basis, the Warren School is consistently recognized by the 
state as a Medallion school for high standardized test score results. 

 
3. Warren is beginning to work with other Valley Schools where it makes sense.  

Warren negotiates and signs one teacher contract with three other Washington West 
Supervisory Union schools.  This is the first in a series of steps to “rationalize” 
services with other WWSU schools to become more efficient at service delivery. 
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4. Consolidation by itself may not deliver great cost savings. The quick scenario 
analysis suggests a per pupil savings somewhere on the order of 7% from school 
consolidation which translates into a 3-4% tax savings (note this does not take into 
account the costs of consolidation which may include costs associated with the 
development of a new facility). More detailed study is necessary but more dramatic 
tax reductions will likely require a combination of approaches. 

 
 5.  There appears to be no practical way to make significant budget cuts without 

severely compromising the current high quality of education that is provided.  
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Appendix C - Study Area: Legal  
 
This study area examines how Vermont laws and legal institutions contribute to the 
debate over local education and how they might affect various scenarios Warren may 
decide to pursue. 
 
Vermont has a half-dozen organizations creating and implementing education policy.  
The three most important bodies are: 
 

1. The State Board of Education (SBE).  
2. The Department of Education (DOE), and  
3. The legislative branch of government.   

 
The legislature is the ultimate authority on education law in Vermont.  It makes the broad 
laws governing school funding (such as Act 68), access and participation.  The SBE is a 
rule-making body that regulates the daily operation of schools, including teacher 
licensing, special education, grade expectations and curricula.  The SBE also oversees 
the DOE and hires the commissioner of education who runs the DOE.  The DOE carries 
out the laws, as promulgated by the legislature, and the policies put forth by the SBE.  
The legislature makes the laws, the SBE sets the policies to carry out laws, and the DOE 
carries out the policies.  The governor has no legal authority over education, however 
he/she is often a central participant in the introduction of legislation and the direction of 
debate. 
 
The rules and regulations governing education policy in Vermont are firmly rooted in the 
concept of equity, which is that all children should have equal educational opportunities.  
Vermont is an equity state as opposed to an adequacy state, where all children receive 
adequate educational opportunities.  The Brigham Supreme Court decision, which led to 
Act 60, determined that equal opportunity means equal access to resources.   Vermont’s 
education laws guarantee a level playing field for every child.  While the assumption is 
that the current system of funding will provide adequate resources to educate students 
and satisfy the concept of equity, there’s little in the rulebook to codify what is adequate. 
 
For communities such Warren caught with rising property values, higher taxes and 
declining enrollment resulting in lower state funding, there is little help from Montpelier.  
The original goal of Act 60 and Act 68 was to provide a more equal school funding 
mechanism, but a second, more subtle, goal was to force high-spending communities to 
rationalize school spending.  Legislators knew communities were spending too much on 
education, but rather than create legislation in Montpelier, which they knew would be 
unpopular, they left it to the communities to figure it out on their own. 
 
The SBE has little to say on the question of school funding and cost containment, 
although the SBE has been a prime backer of School Choice, which is perceived to be a 
potential cost containment solution.  While School Choice is not directly related to the 
problem of paying for education, it does offer the intriguing possibility for communities 
with declining enrollment to attract students from other communities to fill the classroom.  
The legislature passed Act 150 in the year 2000 to allow public high school students 
(grades 9-12) in one district to enroll in a high school in another district.  Two bills 
currently stalled in the legislature, S141 and H189, would expand School Choice to 
include all grades (K-12).  In the 5 years since Act 150 was passed, few students have 
taken advantage of the opportunity. Transportation is thought to be a major issue and 
funding, as of yet, does not follow the student from the sending town to the receiving 
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town.  If choice were expanded to grades K-12, which is strongly supported by the SBE, 
funding would probably follow the student and districts would be far more involved.  No 
law prevents a public school from tuitioning an out-of-town student, although there is 
little precedent for this except at private academies such as St. Johnsbury. 
 
The vast majority of work pertaining to school cost containment has been centered on 
education governance – by default.  Who wants to fight labor battles over their salaries 
and benefits?  Not much can be done about unfunded federal mandates, and no one will 
touch the special needs issues.  The buildings must be heated and the kids have to be 
transported to school.  This leaves governance as the only politically acceptable target 
for cost containment.  Governance is academically very popular but politically 
treacherous because most governance issues center, in some shape or form, on 
consolidation – the third rail of local Vermont politics.  Knowing how difficult an issue this 
is for communities, the DOE and various organizations focused on education (the 
Vermont School Board Association, the Vermont Superintendents Association, the 
Wallace Foundation) have tried to make it very easy for communities looking for 
guidance and support in this area. 
 
Last year the Snelling Center and the DOE, with a generous grant from the Wallace 
Foundation, set up the Council on Education Governance.  Co-chaired by 2 legislators, 
the Council’s primary role is to dole out grants to local school districts interested in 
studying changes in governance.  The Council is also looking at better ways to fund 
schools, but its primary focus has been to help communities through the process of 
change.  Grants are available; although it’s doubtful an individual town (i.e. Warren) 
within a supervisory union would qualify.  Support would be necessary from the other 
Valley towns to submit a joint application. 
 
Even without a grant, the resources of the Council are a good place to look for support 
and direction.  While still relatively small, the number of towns looking at governance 
issues is growing.  Vermont law gives towns wide discretion to run their schools as they 
please, as long as they obey the various state and federal mandates.   There’s nothing 
to prevent a town from creating a specialty (magnet) school, for example, or combining 
two schools into a “joint contract district”, or closing all its schools and sending its 
children to other towns for schooling.  It’s not a lack of options; it’s a lack of precedent 
that is more daunting.  One or two towns have privatized their schools and several towns 
have created joint contract districts.  There are currently no magnet schools in Vermont. 
 
With little hope for a near-term change in school funding, and even less hope of reducing 
per-pupil costs under the current system, various governance scenarios should be 
studied as a part of the solution to the problem.  This will require the cooperation and 
participation of the other Valley towns and the supervisory union.  The state has 
resources to help but they are looking to local towns to take the initiative. 
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 Appendix D - Study Area: Demographics  
 
This study area examines the past and current population trends that effect enrollment in 
the Warren Elementary school and provides estimates for potential future enrollment. 
 
Local past and current population trends mirror past and current population trends in the 
state of Vermont and the country as a whole.  The Town of Warren population for the 
year 2000 was 1,681, a 2.1% increase from 199023. Enrollment in the Warren 
Elementary School increased much more quickly in this period, from 121 in 1990 to 179 
in 2000, or 47.9%.  However since 1996, school enrollment has declined from a peak of 
196 in 1996 to 144 in 200424.   This is reflects a statewide and nationwide trend of 
increasing population, falling percentages of school aged children, and an overall 
increase in the median population age. For example, the following table shows the 
percentage age composition for Washington County and Vermont from 1980 to 200025: 
 

  Washington County Vermont 
Age Group 1980 1990 2000 1980 1990 2000 

0-4 6.8% 7.1% 5.4% 7.0% 7.3% 5.6% 
5-19 25.2% 21.3% 21.0% 25.8% 21.6% 21.7% 

20-64 55.5% 59.1% 60.8% 55.8% 59.3% 60.0% 
65+ 12.5% 12.5% 12.9% 11.4% 11.8% 12.7% 

Median Age 30.5     34.2     38.5 29.4 33.0 37.7 
 
The complete yearly grade by grade enrollment for Warren, the Valley towns, and the 
state can be found on the following page.  The Town of Warren and the state of Vermont 
saw fairly large enrollment increases from 1989 to 1998/1999 and then have seen 
decreases while Moretown, Fayston, and Waitsfield have seen enrollments fluctuating 
around the same level for the entire period26.  Perhaps the best demographic 
explanation for local and statewide school enrollment trends can be found in the 
following quote taken from a joint study done by the Governor of Utah and the US 
Census Bureau (Population Trends in the 20th Century, Governor of Utah’s office:   
 

“In 1900, the U.S. age and sex composition was similar to many of today's 
developing countries, which are characterized by young populations. Over the 
course of the century, the nation witnessed the following trends: relatively high 
fertility at the start of the century, lower fertility in the late 1920s and during the 
1930s, higher fertility during the baby-boom period, followed by lower fertility during 
the baby-bust period. The effect of the baby-boom on the age and sex structure of 
the U.S. will extend several decades into the 21st century as the baby-boomers age 
through the life cycle.  Since 1900, the age distribution of the U.S. population 
changed from relatively young to relatively old. The U.S. median age rose 
significantly over the century from 22.9 to 35.3 years. By 2000, the largest 5-year 
age groups were 35-39 and 40-44.” 27 

 

                                                
23  US Census Bureau www.montpelier-vt.org/demographics.cfm  
24  Enrollment figures provided by Vermont School Board Association (VBSA) 
25  Ibid. 
26  Ibid. 
27  http://governor.utah.gov/dea/DataGuide/03Wdemotrends.pdf  
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This study mentioned on the previous page highlights the 20th century demographic 
“cohorts” (1900 to 1920’s high birth rate, late 1920’s through 1930’s low birth rate, 1945 
– 1965 high birth rate baby boomers) and the effects they are having on local school 
enrollment. The increasing enrollments through 1990 were likely caused by the baby 
boom “echo” (children of baby boomers) and the current decline in enrollment is 
somewhat caused by the echo of the 1929 – 1945 fertility decline (the grandchildren of 
this generation).  Local immigration and emigration (both absolute amount and its 
demographic composition, old versus young) play a large role as well, and rising housing 
costs along with limited job prospects mean that net immigration will come from older 
families who are more likely to be retiring than raising young children. 
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Of the 167 K-7 schools in the state of Vermont reporting in 2004, Warren elementary 
school ranked as the 80th largest school.  This is almost in the middle of the population, 
however with 144 students Warren Elementary School is well above the Vermont state 
average of 64 students per K-7 school.  But where is the enrollment headed in the 
future?  In this next section three techniques are used.  The following table describes 
each technique: 
 
Technique Description Results 
Time Series 
(Box-
Jenkins) 

Often used in business for forecasting sales 
or inventory when extensive past data is 
available, time series techniques attempt to 
forecast future events as some function of 
the past data.  For enrollment forecasting this 
means: 
 
Enrollment(t) =  
    ƒ(Enrollment(t - 1), ... Enrollment(t - n)) 

Several models were 
attempted and none were 
found to be usable.  Data was 
judged to be a “random walk”. 

Regression Often used for macroeconomic forecasting to 
predict GNP, interest rates, CPI etc.  
Regression attempts to forecast some 
“dependant” variable as a function of one or 
more “independent” variables.  The best fit 
model forecast enrollment for each grade in 
each year as a function of actual enrollment 
in the prior grade in the prior year, or: 
 
     K(t) = 2.98 + 1.08 * P4(t - 1) 
     G1(t) = 17.15 + 0.27 * K(t - 1) 

     G2(t) = -6.04 + 1.29 * G1(t - 1) 
     G3(t) = 3.35 + 0.89 * G2(t - 1) 
     G4(t) = 4.44 + 0.79 * G3(t - 1) 
     G5(t) = 4.71 + 0.83 * G4(t - 1) 
     G6(t) = 1.41 + 0.89 * G5(t - 1) 

 
Where P4 is preschool 4, K is kindergarten; 
G1 is first grade, etc. P3 is based upon town 
births four years prior. 

All equations were tested and 
found to be “statistically 
significant”. Predictions against 
“withheld” data (in other words 
the models were first built using 
data up to 2000, then used to 
forecast 2001 – 2004 and 
matched against actual results) 
were fairly accurate. 

Cohort 
Survival 

This is a mathematical rather than a 
statistical technique. Forecasts for one grade 
in one year are made as a fixed percentage 
(the survival ratio) of the prior year.  This 
technique is based upon the approach 
recommended by the Vermont School Board 
association.  

The model has been used 
successfully over the last half 
dozen years to predict 
enrollment at the Warren 
School 

 
We have two viable techniques that can be used to forecast Warren School student enrollment.  
The two sets of forecasts are shown in the table on the following page: 
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  Grade 
Technique   Year   P3   P4  K  1  2  3  4  5   6 Total 

2005   10   10 14 20 11 11 21 20  26   143 
2006   14   14 18 21 20 13 13 22  19   146 
2007   10   10 18 21 21 21 15 16  21   158 
2008   15   15 14 22 21 22 21 17  16   157 

 
 
Regression 

2009   12   12 19 21 22 22 22 22  17   169 
2005 10 10 14 20 11 11 21 20 26 143 
2006 10 14 10 14 20 10 11 22 20 130 
2007 15 10 14 10 14 19 10 11 21 124 
2008 9 15 10 14 10 13 19 10 11 110 

 
Cohort 
Survival 

2009 12 12 15 10 14 9 13 19 10 114 
2005 10 10 14 20 11 11 21 20 26 143 
2006 15 10 16 15 17 20 13 13 21 140 
2007 9 15 12 18 15 18 20 14 13 134 
2008 12 12 17 15 18 16 17 21 14 142 

 
Consensus 
Forecast 

2009 15 10 16 15 17 20 13 13 21 140 
 
Regression predicts a rise in the enrollment (143 to 169 or 16 FTE) while Cohort Survival 
predicts a fall in enrollment (143 to 114 or 19 FTE).  In business or economics forecasting when 
multiple models predict multiple outcomes it is a generally accepted technique to average the 
results to arrive at a combined average. For example Dow Jones publishes a quarterly 
“consensus forecast” where they predict GNP based upon the average of several economic 
forecasts.  The bottom of the table shows a consensus forecast for Warren School enrollment.  
The result is a slight decline in enrollment, from 143 to 140 in the next five years. 
 
The conclusions drawn from the work in this section are: 
 
1. Given the 20th century demographic cohorts, we can expect the underlying birth rate for the 

area to fall or level off in the short term.  The next “echo” from the children of baby boomers 
will not occur until the children of local baby boomers (approximately 1980 – 2000) begin to 
have children who are ready to enter school, probably about 10 years from now. 

2. The high cost of local housing will tend to attenuate net immigration into the area as young 
couples starting families will not likely be able to afford to purchase homes in Warren.  As a 
result if current trends continue, Warren will over time become populated with older families 
and second home owners. 

 
 
  
 
 


