Information on Poverty in the State School Fund Formula
History
Prior to 2013, the Poverty statute for the SSF, ORS 327.013, directed the Department to use decennial Census data, Free and Reduced Lunch (F&RL) data, and Average Daily Membership (ADM) data. Below is a brief summary of the data and calculations: 
For districts larger than 2,500 ADM their poverty count was based on decennial census data only. The census data was updated once every ten years. Between census releases, the data was adjusted annually for changes in the ADM of the district.
For districts smaller than 2,500 ADM, the district received the larger of the census calculation or a calculation using their F&RL data. The F&RL calculation was the district’s share of the county’s F&RL percentages. In order to ensure the best accuracy, ODE used the utilization rates of the F&RL data instead of the available F&RL rates. Utilization rates were used as this appeared to be closer to actual counts than available F&RL data.

In 2013, the Legislature authorized ODE to switch data sets to the Small Area Income Poverty Estimate (SAIPE) which is published each year by the U.S. Census Bureau. 
Challenges with Old Data Set
There were three major challenges with the previous data being used to calculate poverty for the SSF. The first is that the data was only updated every ten years for the largest districts in the state. That means it was impossible to capture any changes in the severity of poverty in large districts that resulted from recessions or expansions. The severity of poverty was set by the decennial census. The only changes that districts saw were due to growth or loss of students in the districts.
The second major challenge with the decennial census was that the 2000 Census was the last decennial census to include poverty as part of its data sets. The 2010 Census did not include poverty. That means by the time the law changed  in 2013 ODE had not updated the poverty data for 13 years. This meant that the most recent recession was not reflected in the poverty numbers and would not be reflected because the decennial census was no longer tracking poverty.

The third major challenge is the F&RL data. The F&RL program is a voluntary program. That means some families may not take advantage of the program. Additionally, some students within the same family may choose to not use the program for social stigma issues. This creates problems with the quality of data. Another factor compounding the quality of data is that recently the federal government allowed districts to make entire schools eligible for the F&RL program based on the economic conditions of the local community. Thus even if students in the school were not in poverty they would be included in these counts. 
Finally, it is important to note that F&RL data is not the same as federal poverty. F&RL uses a different threshold for eligibility. Students eligible for a free lunch can be in families that are up to 130% of the federal poverty threshold. Reduced lunch eligibility is at 185% of the federal poverty thresholds. Thus, these programs capture more students than those at or below the federal poverty threshold.

It should also be noted that if we used F&RL data for poverty, as some have suggested, there is the potential an estimated 50,000 to 70,000 weights would be added to the SSF at a cost of approximately $350 to $473 million to the system. At present, there are ~26,000 weights in the SSF attributed to poverty using the current formula. 
SAIPE Data
SAIPE data is not a direct count of poverty. Instead it is a complex statistical model that estimates poverty for a given area. The areas that are reported by the U.S. Census Bureau include all school districts in Oregon. Each school district has an estimate of the number of children 5 to 17 living in families in poverty. The SAIPE data is used by several federal programs for distribution of federal benefits. Title I, for example, uses SAIPE data to determine the distribution of federal dollars for its programs. 
The SAIPE model was built through the cooperation of several federal agencies:

· Department of Agriculture,

· Department of Education,

· Department of Health and Human Services,

· Department of Housing and Urban Development, and

· Department of Labor.

These agencies worked together to create better estimates of poverty given that the decennial census had ten year gaps in its information. 

The SAIPE model uses several data sets to inform the final calculations. These data sets includes:

· The American Community Survey (the equivalent of the long form of the decennial census that is given out enough times such that over a five year period it reaches the same number of people as the previous long form of the decennial census does)

· The Annual Social and Economic Supplement of the Current Population Survey

· Decennial Census

· Federal Income Tax Returns (anonymous data only)

· SNAP Benefits Recipients (Supplemental Nutrition Assistance Program)

· Bureau of Economic Analysis aggregate personal income estimates

· Social Security Income benefit recipients

· Population Estimates

· Other sources of data

As you can see the data includes both direct survey data as well as administrative data for both voluntary programs (SNAP recipients) and required programs (tax returns). All of this data is then used to model poverty for very small areas. This allows the dataset to provide data for every school district in the state
Legislation
In 2013, ODE requested the Legislature to give it the authority to use a different data set. The 2000 Decennial Census was very old data. ODE could not use a different data set because the 2010 Decennial Census did not have poverty data. During hearings on the poverty issue, the committee was receptive to using a different data set. The Legislature understood the need to have more accurate poverty data and data that updates more frequently to capture the changes in poverty in the state. However, they were concerned with giving ODE the freedom to use any data set it wanted. The Legislature wanted to ensure that a third party data set was used to ensure uniformity and transparency. The committee requested an amendment to the original bill that required the use of U.S. Census Bureau data in the final calculations. Once this bill was passed, ODE started to implement the current calculations using the SAIPE data per the statutory requirement. 
It is important to remember that the use of SAIPE data is required by and meets the intent of the legislature when it changed the poverty statute. ORS 327.013(1)(c)(A)(v)(I) reads: 
The number of students who are in average daily membership and who are also in poverty families, as determined by the Department of Education based on rules adopted by the State Board of Education that incorporate poverty data published by the United States Census Bureau, student data provided by school districts and other data identified by the board;
By making recent updates to the SAIPE data in the SSF, ODE is following the law.
Revisions
When ODE received permission from the legislature to update poverty data it was with the explicit understanding that the data would be updated every year. One of the reasons for changing was that we would no longer use old data, but would have a data set that matched the current year and provided a current picture of poverty. Originally ODE proposed to make three updates to the poverty so that the year of the SAIPE data matched the year of the SSF. The table below illustrates these updates:

Original Update Schedule for SAIPE data:

	SAIPE Data Year
	Year of SAIPE Release
	State School Fund Year
	Notes

	2013
	2014


	2015-16
	This would be the latest year available from SAIPE. Thus, this was seen as an estimate of the poverty for the 2015-16 school year.

	2014
	2015
	2015-16
	This SAIPE year would be the first update and coincide with switching the 2015-16 school year from the estimated data to second period ADM data.

	2015
	2016
	2015-16
	This would be the actual year of the SAIPE data and would directly correlate to the SSF year.


After receiving feedback from the districts we recently requested the State Board of Education to modify this schedule. The concern for districts is that the last update, the 2015 update occurs after all payments for the 2015-16 school year have been made. Any changes to the poverty weight, and potential funding would be made during the reconciliation process. This could cause significant swings for the districts and could cause instability in their budgets for future years. Thus, the State Board approved rules to change the update schedule as follows:

Revised Update Schedule for SAIPE data:

	SAIPE Data Year
	Year of SAIPE Release
	State School Fund Year
	Notes

	2013
	2014


	2015-16
	This would be the latest year available from SAIPE. Thus, this was seen as an estimate of the poverty for the 2015-16 school year.

	2014
	2015
	2015-16
	This SAIPE year would be the only update and coincide with switching the 2015-16 school year from the estimated data to second period ADM data.


District Concerns

The 2015-16 school year is the first year that we have followed the complete update schedule. This is the first year that districts have seen a change to the poverty calculations in mid-year. Because poverty has changed at the district level, some districts have gained weights, and possibly funding, and some districts have lost weights, and possibly funding. Those districts that have lost weights have voiced significant concerns over the update. They are concerned that the SAIPE update does not reflect poverty as they understand it to exist in their districts. They are also concerned about significant losses of revenue because of this update.

The 2014 SAIPE Data

Below are two tables. Each of the tables compares district estimates from December 3, 2015 to April 5, 2016. The comparisons look at both the district’s extended ADMw, the basis for the district’s funding, and the district’s change in poverty weights. The December 3, 2015 estimate is using the 2013 SAIPE data to estimate 2015-16 poverty. It is also using the district’s estimated ADMr to perform the calculations. The April 5, 2016 estimate is using the 2014 SAIPE data set and the district’s second period ADM to calculate poverty. The importance of this comparison is to see whether a district is losing overall extended ADMw (and thereby possibly losing funds) if the district loses poverty weights.

Top 10 districts that lost poverty weights:

	District
	Dec Poverty Weight
	April Poverty Weight
	Difference
	Dec xADMw
	April xADMw
	Difference

	Salem-Keizer SD 24J
	       2,560.58 
	               2,156.09 
	(404.49)
	     52,077.51 
	          52,390.37 
	312.86 

	Springfield SD 19
	           639.13 
	                  499.91 
	(139.22)
	     13,010.79 
	          12,963.16 
	(47.63)

	Portland SD 1J
	       2,006.25 
	               1,869.72 
	(136.53)
	     58,039.43 
	          58,063.43 
	24.00 

	Eugene SD 4J
	           683.47 
	                  575.94 
	(107.53)
	     19,788.75 
	          19,889.13 
	100.38 

	Bethel SD 52
	           341.98 
	                  243.99 
	(97.99)
	       6,895.44 
	             6,753.17 
	(142.28)

	Eagle Point SD 9
	           281.82 
	                  197.87 
	(83.95)
	       5,039.26 
	             4,887.66 
	(151.60)

	David Douglas SD 40
	           928.24 
	                  847.47 
	(80.77)
	     14,155.78 
	          13,955.12 
	(200.65)

	Reynolds SD 7
	           874.44 
	                  813.67 
	(60.77)
	     15,663.43 
	          15,295.46 
	(367.96)

	Woodburn SD 103
	           540.75 
	                  488.05 
	(52.71)
	       8,131.70 
	             7,803.98 
	(327.72)

	Silver Falls SD 4J
	           175.00 
	                  123.29 
	(51.71)
	       4,942.71 
	             4,502.73 
	(439.97)


As you can see just because a district loses poverty weights does not mean that the district lost extended ADMw and therefore lost funding. In fact the district with the largest poverty loss, Salem-Keizer, actually gained extended ADMw. This table also shows that sometimes the loss of poverty does not explain the loss of extended ADMw. Silver Falls SD only lost 51.51 weights in poverty. However, their extended ADMw dropped by 439.97. Thus, they had something else happening in the district that poverty cannot explain.

Top 10 districts that gained poverty weights

	District
	Dec Poverty Weight
	April Poverty Weight
	Difference
	Dec xADMw
	April xADMw
	Difference

	Beaverton SD 48J
	       1,087.16 
	               1,349.79 
	262.63 
	     48,331.27 
	          48,756.10 
	424.83 

	Hillsboro SD 1J
	           676.81 
	                  824.07 
	147.27 
	     25,157.90 
	          25,436.62 
	278.72 

	North Clackamas SD 12
	           416.64 
	                  552.34 
	135.70 
	     20,424.12 
	          20,679.64 
	255.52 

	Grants Pass SD 7
	           341.14 
	                  447.55 
	106.41 
	       6,959.49 
	             7,208.71 
	249.22 

	Tigard-Tualatin SD 23J
	           415.52 
	                  477.59 
	62.07 
	     14,806.47 
	          15,028.87 
	222.40 

	Milton-Freewater Unified SD 7
	           102.18 
	                  158.82 
	56.65 
	       2,247.18 
	             2,197.86 
	(49.32)

	McMinnville SD 40
	           336.79 
	                  388.91 
	52.12 
	       8,064.39 
	             8,246.63 
	182.24 

	Oregon City SD 62
	           179.69 
	                  230.45 
	50.76 
	       9,417.19 
	             9,610.15 
	192.95 

	Forest Grove SD 15
	           244.14 
	                  293.88 
	49.74 
	       7,578.95 
	             7,718.58 
	139.63 

	Greater Albany Public SD 8J
	           516.43 
	                  564.54 
	48.11 
	     11,099.46 
	          11,607.73 
	508.27 


For the districts that gained poverty weights, they almost uniformly see an increase in weights. However, at least one district saw a drop in weights. This further suggests that a change in poverty does not necessarily result in a direct change in funding.

Conclusion
After reviewing the data, it appears that the new poverty calculation is doing exactly what it was designed to do. It is updating poverty every year and reducing poverty for some districts and increasing poverty for others. This would match what the state experiences. Some districts are seeing less poverty because of economic growth while others are seeing more poverty. The increase in poverty could result from lower economic growth, or inward migration to that district. Either way, the data is changing and updating to account for shifts in student populations and the severity of poverty.
This shifting, however, can cause some disruption to districts. Because the shift occurs due to third-party data, it is very difficult for school districts to predict the shift and budget for any possible revenue changes. This difficulty is compounded when the shift is a negative one for the district. Even discounting the estimated revenue losses, it still could cause hardship for districts.

Because districts value stability while the state needs accurate data, it could be that ODE could work with districts to come up with another modification to the poverty calculation. One possible solution would be to only change poverty once per year. The latest SAIPE data would be used with latest SSF year. For example, 2015 SAIPE data is released the same year as the 2017-18 SSF estimate is first released. The 2017-18 school year would then always use the 2015 SAIPE data. While it wouldn’t be as accurate it would be more stable. This may help meet both the goals of ODE and the districts. 

In the end it is important to ensure that ODE is complying with the current statute and also complying with the intent of the Legislature to use accurate data that comes from the U.S. Census Bureau.

