
 
Executive Summary: Response to Commonwealth North K-12 Funding Recommendation  

Prepare by Amy Lujan, Executive Director 
Alaska Association of School Business Officials (ALASBO) 

 
Cuts as advocated by Commonwealth North (1-3%) and adopted by the Senate (5.7%) would have a dramatic, 
harmful effect on school districts.  
 
1.  Cuts are significant and positions are eliminated even with flat funding. Effects of Senate BSA cuts:  
• Anchorage School District: $27 million, 285 positions 
• Fairbanks School District: $9 million, 50 positions 
• Juneau School District:  $3.2 million, 22 teachers  
• Kenai School District: $5.3 million, 53 certificated positions, plus additional non-teacher positions 
• Matsu School District:  Additional $9.9 million, 99 positions 
• Cuts to smaller districts could be even more devastating. For example: 

o Copper River – “We spent DAYS working to trim absolutely ALL excess out of our budget to make 
it work with flat funding. Any cut to the BSA will require cuts to programming. A 5% cut would be 
devastating. As an REAA, we have no additional revenue sources and have already reduced to the 
point of having nothing left to cut.” 

o Haines – “We have made major cuts as it is. We are cutting and using fund balance to make it 
through next year as is. Another cut would drastically change how we educate students and seriously 
degrade or delete programs an opportunities for them.” 

 
2. Commonwealth North has suggested districts spend too much on administration costs.  It is impossible 

to take cuts solely in administrative costs. In small districts, there are often just a few individuals handling 
all administrative responsibilities. Here’s a partial list of administrative functions:

• Recruiting and personnel management 
• Building maintenance and construction 
• Energy and utilities 
• Extracurricular programs 
• Food service 
• Pupil transportation 
• Safety and security 
• Risk management and insurance 
• Technology – hardware, software & internet  

• Grant writing and administration 
• Curriculum development and monitoring 
• Purchasing 
• Payroll and benefits 
• Teacher housing management 
• Budgeting 
• Cash management 
• Internal controls and audit 
• Board and community relations 

 
3. Commonwealth North indicated that better educational outcomes result from increased instructional 

spending.  However, Presenter Mark Foster struggled to respond to questioning and finally admitted during 
his presentation that K-12 funding reductions would not lead to hiring of more teachers. 

 
Furthermore, there are pitfalls to comparing data across states.  For example, in Alaskan districts, full 
pension costs are recorded at the district level, whereas these costs are shown in the financial statements of 
other levels of government in some states, which makes Alaska’s total costs appear higher. 

 
In summary, budget cuts do not support research that indicates additional teachers and reductions in child 
poverty will increase student performance.  While the Commonwealth North data supports investment in 
these strategies, the recommended budget cuts are far more likely to weaken Alaskan K-12 student 
performance. 
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Full Response to Commonwealth North K-12 Funding Recommendation 
Prepare by Amy Lujan, Executive Director 

Alaska Association of School Business Officials (ALASBO) 
 
 
In March 2017, Consultant Mark Foster reviewed the Commonwealth North Fiscal Study 
Group recommendations regarding K-12 education in a presentation to a meeting of the 
Senate/House Joint Education Committees.  We are particularly concerned with the 
following recommendation: 
 

• Reduce K-12 funding 1-3% per year for four years, during which time funding 
should be redirected from administration/operations to instruction. 

 
In his comments, Foster said a 1-3% funding reduction would be “modest”. 
 
In this response, we dispute Foster’s arguments point-by-point: 
 

1) A 1-3% cut would NOT be “modest” 
2) A 1-3% cut would NOT result in greater focus of expenditures on instruction 
3) Budget cuts to K-12 education are a short-sighted way to deal with the state’s 

fiscal crisis 
 
 
1) Effect of K-12 Funding Cuts 
 
During the 2017 Legislative Session, the Senate Majority has proposed a 5% cut to K-12 
formula funding.  The Alaska Council of School Administrators (ACSA) surveyed school 
districts for estimates of the deficits districts will face with flat funding (no change to 
BSA), a 1% cut or a 5% cut.  The results of this survey show that districts are already 
facing budget cuts at the flat funding level, and a cut to funding will result in deficits 
that are far from “modest”. 
 
The deficits faced by Alaska’s “Big Five” districts are as follows: 

• Anchorage School District 
o Flat funding - $15.5 million, 122 positions (after use of fund balance) 
o 1% cut – Additional $5.4 million, 57 positions 
o 5% cut – Additional $27 million, 285 positions 

 
• Fairbanks School District 

o Flat funding - $1.6 million, 3 positions (after use of fund balance) 
o 1% cut – Additional $3 million, 15 positions 
o 5% cut – Additional $9 million, 50 positions 
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• Juneau School District 

o Flat funding – none  
o 1% cut – $649,000, 3 teacher positions 
o 5% cut – $3.2 million, 22 teacher positions 

 
• Kenai School District 

o Flat funding – $3.5 million, 31 positions 
o 1% cut – Additional $1 million, 10.5 certificated positions, plus additional 

classified (non-teacher positions) 
o 5% cut – Additional $5.3 million, 53 positions certificated positions, plus 

additional classified (non-teacher positions) 
 

• Matsu School District 
o Flat funding - $12 million, 120.75 positions 
o 1% cut – Additional $2 million, 19.75 positions 
o 5% cut – Additional $9.9 million, 99 positions 

 
Cuts to smaller districts don’t as dramatically show the high dollar figures and personnel 
numbers, but comments show that the cuts could be even more devastating.  For example: 

• Copper River – We spent DAYS working to trim absolutely ALL excess out of 
our budget to make it work with flat funding.  Any cut to the BSA will require 
cuts to programming.  A 5% cut would be devastating.  As an REAA, we have no 
additional revenue sources and have already reduced to the point of having 
nothing left to cut. 
 

• Haines – We have made major cuts as it is.  We are cutting and using fund 
balance to make it through next year as is.  Another cut would drastically change 
how we educate students and seriously degrade or delete programs and 
opportunities for them. 

 
• Tanana – One teacher out of five for flat funding; one teacher and part of an aide 

for a 1% cut; two teachers out of five for a 5% cut.  This will devastate the 
programs we need to have for our students.  It is not a reasonable request. 

 
Why does flat funding result in a budget deficit?  This is because the world does not 
stand still.  Costs increases continue in wages, health care and for general inflation.  
Legislative Finance has prepared the attached charts that show a clear decrease in 
inflation-adjusted K-12 funding over the past ten years (attached).   
 
To attract and retain teachers, Alaskan districts must be competitive in wages and 
benefits in the national market, where there is a teacher shortage but most states are not in 
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a recession.  Many districts are reporting a very difficult time at job fairs in Alaska and 
across the nation, both because of the candidate shortage and not being able to afford to 
offer a competitive wage and benefit package.  The delay in confirming funding for FY18 
makes it impossible to fill openings with the best teachers for our districts. 
 
The high and rising cost of health care in Alaska is much discussed and has affected 
school districts severely, in spite of plan changes.  In Southeast Alaska, many districts are 
also dealing with an expected loss of federal Secure Rural Schools (timber) funding.  
Locally, districts must take on new expenses, such as electricity increases to pay for a 
new hydro project (Sitka) and school fire clean-up (Lower Yukon). 
 
Note that many districts are already planning to mitigate a flat funding scenario by 
use of fund balance, but this cannot be sustained in future years, and there is not 
sufficient fund balance available to cover actual funding cuts.  A request for clarification 
on the Senate Majority proposal from the Department of Law is still pending, but 
depending on how a cut is implemented, local contribution limits may also be affected, 
which results in larger reductions for those communities that would be able to fund at the 
cap.  However, many municipalities are also facing budget cuts and may not be able to 
help fill the gap in district budgets. 
 
In summary, a 1-3% cut as advocated by Commonwealth North would not have a 
“modest” affect on school districts.  Cuts are significant and positions will be 
eliminated even with flat funding. 
 
2) Instructional vs. Administrative Costs 
 
During the 2016 Legislative Session, the requirement that districts spend 70% of their 
operating budget on “instruction” was eliminated.  Over the years, ALASBO members 
and others had argued that this requirement was arbitrary and could not be met by many 
rural districts due to high energy and maintenance costs.  The waiver process wasted 
many hours annually for school district staff, DEED staff, the State Board and auditors. 
 
Although we were finally successful in seeing the 70/30 requirement repealed, an effort 
to vilify “administrative” spending in school districts is apparently alive and well.  While 
we agree that districts should constantly strive for efficiencies, it is unrealistic to think 
that administrative costs can be reduced indefinitely while still delivering quality 
programs to students, or that significant cuts to K-12 budgets will redirect spending to 
instruction. 
 
As discussed in the previous section, even flat funding will result in FY18 cuts in most 
districts, which can only be partially mitigated by use of fund balance.  For most 
districts, this will be the fourth year of budget cuts.  Again, the attached inflation-
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adjusted funding graphs show why this is the case, due to reduced funding matched up 
against rising costs.  District administrators have already had to cut administrative costs, 
as well as instructional positions. 
 
Meanwhile, the demands on school districts are such that remaining staff is doing more 
with less.  Here’s a partial list of administrative functions: 

• Recruiting and personnel management 
• Building maintenance and construction 
• Energy and utilities 
• Extracurricular programs 
• Food service 
• Pupil transportation 
• Safety and security 
• Risk management and insurance 
• Technology – hardware, software and internet services 
• Grant writing and administration 
• Curriculum development and monitoring 
• Purchasing 
• Payroll and benefits 
• Teacher housing management 
• Budgeting  
• Cash management 
• Internal controls and audit 
• Board and community relations 

 
The public demands that the above and more be handled efficiently, and there is typically 
negative publicity when districts fall short.  This feedback points to the fact that quality 
instruction cannot be delivered if administrative functions are not handled well and 
resources, including time and money are inefficiently diverted from a focus on 
instruction. 
 
In small districts, there are often just a few individuals handling all of the above 
administrative responsibilities.  Although districts are working hard to collaborate and 
work more efficiently, there has to be staff available to meet the needs in all these areas.  
Even if contractors are used, the contracts must be managed for local impacts. 
 
Anchorage School District staff has presented a review of basic administrative costs in 
Alaska’s Big Five districts, which shows that FY16 administrative costs in these districts 
were 4.8 – 6.8% of operating fund expenditures.  Budget cuts cannot come solely from 
this small sliver of district budgets.  
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During his presentation, Mark Foster refers to APA Consulting’s “Review of Alaska’s 
School Funding Program”, presented to the legislature in July 2015.  In this report, a 
correlation between instructional funding and student performance was noted, while there 
was no significant correlation between total spending and performance.  However, it is 
incorrect to identify these non-instructional expenses as negative.  If the lights and 
heat are not functioning in school districts, for example, or if staff payroll checks were 
not processed, it’s hard to imagine that lower spending would correlate to higher student 
performance.   
 
In summary, when budget reductions are necessary, it is impossible to take cuts solely 
in administrative costs.  Alaskan districts have no choice but to cut instructional costs 
as well, including staff and programs.   
 
3) Budget Cuts to K-12 Education are Short-Sighted 
 
As noted in the previous section, the Commonwealth North report relies on APA data to 
back up a recommendation to increase spending on instruction, specifically on classroom 
teachers.  However, Foster struggled to respond to questioning and finally admitted 
during his presentation that K-12 funding reductions would not lead to more hiring of 
teachers.  
 
A more striking feature of the data Foster presented was the strong correlation between 
student poverty and performance.  So, he agreed with Representation Parish’s 
summary that, “Any investment to reduce child poverty would be a great investment!” 
 
After adjusting for poverty, Foster went on to show data suggesting (with weak R-value 
significance) that Alaska and Hawaii were “outliers” with respect to high spending per 
student with poor results.  But he then admitted in response to questions that the data did 
not adjust for the extreme costs in these states, including health care, energy, 
transportation and broadband costs.   
 
ALASBO members have also observed that when dealing with state-to-state data, 
accounting for costs also varies among states.  For example, in Alaskan districts, full 
pension costs are recorded at the district level, whereas these costs are shown in the 
financial statements of other levels of government in some states, which makes Alaska’s 
total costs appear higher. 
 
In summary, budget cuts do not support research that indicates additional teachers and 
reductions in child poverty will increase student performance.  While the 
Commonwealth North data presented by Mark Foster supports investment in these 
strategies, the recommended budget cuts are far more likely to weaken Alaskan K-12 
student performance. 
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