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INTRODUCTION

In the past decade, the civil rights of people with handicapping conditions
in every aspeét of life have bczi. expanded and protected by statutes and court
decisions. This national commitment to improve opportunities for the handicapped
people has had a particularly far reaching effect on our education system.

The Educational Priorities Paﬁ;l ;upports the provision of an education
budget sufficient to meet the individual needs of all public school children
in New York City. Children with harndicaps have, for too long, not been accorded
the full opportunity to become productive citizens that all children deserve.
Whatever the dominant political mood of the nation, fundamenéal rights remain
;mmutab;g, and it is our obligation to-proﬁect them.

The passage of the Education for All Handicapped Children Act of 1975
spelled out constitutional requirements for state and local educational agsncies
to provide a free and app}opriate public education for every handicapped child.‘
Although certain state laws previously guaranteed some services to handicapped
children without question the federal legislation has provided important new e
educational opportunities for these children. The Bureau of Education for the .
Handicapped estimated that over 4.1 million handicapped children will be served

nationwide in 1980; this represents an increase of 43% (1.2 million) from 1975.

JIn New York City the official October 1980 census in NYC’s public schools was

74,083 handicapped students being served, an increase of more than 87% from
39,545 in the 1975-76 school year.
It is the :esponsibility of all levels of government to share the resulting

costs. Unfortunately, the federal government, while mandating valuable services

to children with handicapping conditions, has not fulfilled its financial

commitment to local school districts faced wtih paying for these services.
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Similarly the state aid program contains inequities which shortchange handicapped
students. Henc=2, the fiscal responsibiiifies for this enormous increase in
services for handicapped studerts have been placed primarily with the local
school district..

As the numbers of handicapped cﬁildren in special programs have mushroomed,
so have the costs. Because of state mandated small class sizes and federally
mandated related se:vices, a recent study by the State Education Department
caieulates that it Eo;ts more than three times as much to educate a handicapped
student as a nonhandicapped 3tuden£. In Fiscal Year 1980 the New York City
Board of Ed“ﬁ:fi°“ spent $6,141 per handicaﬁped sZudent as compared to $2,896
per.average ron-handicapped pupil cost. With the increase in the handicapped
population served, there has been an 80% increase in tax levy dollars for
special education since 1975. This expansion has occurred during a time of
drastic fiscal retrenchment for New York City within which our educational
system has had to absoro a largé proportion of budget cuts.

Begguge_of.thisAsituationi—the'Educational Priorities Panel, a cé;lifion
of 25 parent and civic organizations which serves as an independent fiscal
watchdog over NYC's Board of Education, has prepared two studies on special
edﬁcation.: This,lirst'study examines the federal and state financing»of NYC's
special education prog;ams in the public schools and documents the tnadequaéy
of this funding. As part of this study, EPP has explored the costs of special
education in 11 large cities and demonstrates that NYC is not unique in its
increased custs. A study to be released later this spring examines the expendi-

tures of special education at the local level. In this first study on federal

and state financing, EPP has sought to determine:

™~
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1) To what extent is the federal government financing
special education?

2) What is the fiscal impact of PL 94-142 on cities with o
large school populations?

3) what are the problems with New York State's financing qf
special-education and how can this finance structure be
redrawn for the benefit of NYC's handicapped students?

4) What actions can New York City take ‘tq, enhance its
revenues for education of gspecial children?

Competition for scarce resources among different sEhool populations can
only.have a destructive effect on our scﬁools and on the children. While
adequate funding for all children's le;rning is necessary, the implicati;ns
of inadequate funding for special education Are particularly troublesore and
poignant. bTherefore, the EPP has presented this report in the hopes of pointing

. .out new directions for the federal, state and local governments and the Board

of Education to provide better services for these children.




Summary

1. The Federal Role / ¢

A. Federal Funding (pp. 5-8) \\
) NS

While the federal Education for All Handicapped Children Act of 1975

(PL 94-142) requires that local school districts identify studgan who are
handicapped and provide them with a range of iong needéd serviceg, thg federal
government/has not fulfilled the funding commitments of that l#w as expreésed

in its funding authorization level. Becausé\Cong;ess has appropriated funding

for only 12% of the average nationwide cost of educating a-noﬁ‘handicapped

child, instead of the 30% authorized by the Act, New York City lost $20 million

in 1g§;. Next year, wheén the Act's authorization level rlses»to 40%, 1if apprd-m
priation levels remain the same, the potential losslis even greater. ?prthermore!
the federal fundi;g formula discriminates against high-cost areas like New Xork.

7/ . .

As a result the city absorbs 59% of the special education budget, while the

federal government pays fbr only 8%. (The rest is funded by tha state).

B. Comparison with other large cities (pp. 10-14)

\ ’ <

The ygrowth in expendi;ures for special education combined with the low ‘
federal ievel.of support for these eiggnditures is a budget phenofenon afflicting‘
oth;r large cities as well.. In fact New York did exceptionally well in controlling
coete in the four years Ketween 1974 and 1978. Despite an overall enrollment
«deci{ne,that ;as less than average for the 11 cities surveyed, and an increase
in special education enrollment that was higher than average, New York City
had the smallest increase in overall education expenditures (5.7%) and the
third lbwesé increase in special education exp;nditutes (37%). The average 11-

city increase in special education costs over four years was 63.5% while total

school expenditures increased an average of 23%. The larger cities had the
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* highest costg; PL 94-142 funding represented only 1.9% to 3.3% of these cities’

¢ ] (23]

special education costs.’

~

Recommendation 5
‘ . . The federal government should fund PL 94gi42 to its authorized level. (p. 15%)
- - ; 1 @ R »
s ’. . 4
2. The State Role . ﬁ—/"\
The State also has failed to establish an adequate and-equitable aid v

formula for the costs of special education. Although a new formula for 1980—81

allocated $12 million or 10% more than the previous year, it actually provided
, - [ 4

fewer dollars per pupil and $34 million less than the,old formula would have B
- . : - N N

p provide&. ) .

2

2

As a result, city spending had to increase by 47% to meet the costs of
. N .
mandated services to handicapped schoolchildren. 5

This is a.result of a formula that (a) is not baked upon actual excess

costs; (b) funds the prior year's bupil count at a time that the identified and

- served-handicapped population is mushrooming; (c) uses a property wealtli measure

'that discrininates-Agaanst New York City; (d) Gnfairly calculates approved

operating expenses per pupil; (e) utilizes inadequate weight .ngs and (f) requ;res

"an unrealistic spé:dinq level for high cost aid.
)

Recommendation:

L

The state should adopt 4n aid formula based vpon an accurate accounting of

the excess cost of educating a handicapped child over the cost of educatlhg a

non-handicapped child. (See p. 25-27 for alternative formul-s.) Eligibility

®
- . levels for high cost aid should be lowered. (p. 28)

.. V—'J . -
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3. The lLocal Role ~ . ) * .

“

-
.

A. Student Transfers gp. 29)

The Board of Education does not adequately Ergck handicapped students

- -

coming into the public schools from privaée institutions in qhigﬁ these

students generated PL 89-313 funds of‘$731.per student. These funds are lost
. [ ¥ . -

to the Board of Education if the children are not properly identified.

s
'

Recommendatic..: The Board of Education should refine procedures to"identify
former private school handicapped students. (p. 29)
.

B. Medicaid (PP- 30"'.35)

¢
Medicaid funding is available:-to medicaid providers for screening, dijgnosis

and treatment of medicaid eligible children. Some other school districks receive B

.such funding for providing health services or they u;ilize other health.facilities

-4

to provide those services for the schools. Greater cooperation between city

)

agencies (the Departments of Health and Mental Health) and the Board of Educaticn.

can result in better services to children at lower costs to the schools. Current

.state policy discourages such service linkages but proposed legiclation would

A «

facilitate interagency agreéhents by permitting medicaid providers to use of f-

site centers such as schools.

Recommendation:

Every cémmunity school district and high school should be encouraged to
establish relationships with local health care facilities for the provision of
. 1 )
acreening,‘diggnosis and health-relatei services to medicaid-eligible hundicapped

students. The.ci;y and state should cooperate in these efforts. (p. 35)

11




Conclusion
It is apparent that more could be done by all levels of government ~- £he
1% éongress,.}he State and the local Board of Education -- to generate revenues for
. the edycation of children with handicagping conditions. A shortage of funds
shoulé never be allowed to brejudice the case for necessary services or to

create antagonisms between populations of cpildren, all of whom deserve the

very best we -an provide, . .
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|
I, THE FEDERAL FCLE 1
|
A The Laws

Two major laws have affected public education for handicapped children=--

the Rehabilita ion Act ﬂmowt*emﬂmpped_—i{

Children act of 1975. !

The Rehabilitation Rct of 1973 was a landmark because it guaranteed basic
civil rights to the handiCApped; The law was a natural extencion of the civil
rights stéuggle of minorities during the 1960's. Section 504 required that
any regipient‘ot=tedera1 funds make equal cpportunities available to handicapped %
persons or risk the loss of fedoral funds. The law req&ired acc@ssibility to
dvery,progrém that recipients of federal assistance offered including public

|
school programs. However, no funding was ad:;orized by the Rehabilitation Act.

It was PL 94-142, the Education for All Handicapped Childr;n Act, signed

. into law hy Presidl;t Ford, that made otticielqthe federal go#ernment's commit- 1
ment to the education of all handicapoed children.

N

: |
: It is the purpose of the Act to assure that all handicapped {
children have available to them...a free appropriate public
edutation which emphasized special education and related
- ‘ services designed to mee* their unique needs.

The Act largely codified an exiséing constitutional right enunciated in
. ~]

: >
S PARC v. Commonsealth of Pennsylvania and Mills v. Board of Education, District

of Columbia.

The law delineates the responsibilities of state and local eduzation )

authorities and prévides that the federal government will aid the scates in

the financing ot‘mandated special.ed;cation services. /
In order to achieve its primary purpose of assuring a free appropriate

education for all handicapped children, the legislation details specific

rléuircmont! with which ?tate and local authorities must comply in order to »

receive federal funds. They include:
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- Full educational dpportunity must be offered to all handicapped
children between 3 and 21 years old by September, 1980 to the

extent the state provides that education to students generally.

- —— ——

== All handicapped children must be educated in the "least resc;ictive”

environment.

== Each handicapped child is to have an individualized education
program (IEP) which is a written statement of short and long term

measurable educational goals.

-- Farents and their handicapped children are to be provided with
procedural safequards to protect their due process rights; namely:
parents must have access to their child's r=cords; they must give
written consent to the evaluation, placement and educational plans

for their child; children must be tested in their native lanquage.

-= FEach state must submit to the federal government an annual plan
explaining the briorities, pelicies, procedures and timetables

it has developed to meet the mandates of PL 94-142.

B. Federal Funding

while requiring immediate implementation, the federal government has
contributed only a small portion of revenue to the costs of educating the
handicapped population‘in the public schools.

In New York City, fedaral revenues for special educaticn during FY'sil
totaled $34 million dollars o;t of a total ;evenue hudget for special

education of $42§tmillion.

1]



TABLE 1
Division of Special Education's Revenue Budget
FY 81
S - o
Revenues Budget % Share of the Budget
Tax Levy $250.55 million 58.90%
State 137.11 million 32.23%
Federal i 34.01 million 8.00%
Intra-City 3.68 million 0.87%
TOTAL $425.35 million 100.00%

Source: Board of Education, Bureau of State Financial Aid and Office of -
Funded Programs of DSE. These revenues exclude transportation
revenues and include revenues (tax-levy) for fringes. See
AﬁgFendix B for details on revenue and expense budget.

As shown in Table I, the federal share of the revenue budget” of the Division
of Special Education (DSE) 13 only 8%. The city is absorbing the bulk of the
costs to educate handicapped children, funding £8.90% of the budget while the
state's share is 32.23%, |

The major sources of fgdeta}AQE?ding to DSE are‘four separate pieces of B

legislation, two of which were riot created exclusively for programs for the

- <

handicapped.
. - l. Title I - - - T - T - -

The first is Title I, a pr;vision of the Elementary and Secbndary Education
Act of 1965 which allocates federal funding to school districts for supplemental
services to low-achieving students in poverty areas. Title I is not designed
specifically for han@icapped students, but they may participate if they meet
the eligibility recuirements and can reasonably be expected to make substantial
progress toward the program’s objectives. Title I may not be used for mandated

services. Due to the work of DSE's Office of Funded Programs, DSE has expanded




Title I services to the handicapped by almost 80% by carefully identifying and

tracing those Title I eligible students who are also handicapped.(See Table 2)

This pattern of strictly tracing every eligible handicapped student can be

-
used to enhance other revenue sources, as will be discussed later.

TABLE 2

Federal Entitlement for DSE‘'s Revenue Budget

Federal Laws FY79 Fyso Fysl
ESEA, Title I $10,834,728 $17,763,096 $18,834,874
PL 94-142, Part B* 7,206,661 11,547,769 12,044,102
PL 89-313 582,355 384,986 375,734
’ VEA 1,056,750 1,034,305 1,083 “69
Subtotal $19,680,494 $30,730,156 $32,338,079
' Other Titles 1,677,367 1,653,825 1,748,829
Total $21,357,861 $32,383,981 $34,086,908

*Includes discretionary grants.

Source: Board of Education , DSE's Office of Funded Programs, Entitlements as - ——
- of 1/26/81. o .

2. VEA
A second major source of funding is the Vocational Education Act (VEA)
v sgnlééjjmwa 94;152, the 1976 amenduents to the VEA, provided for vocational
education for handicapped‘students. Federal law requires that at least 10% of VEA

funds be used for the handicapped. These funds are supplemental and require a

matching allocation by the local education agency.

The two remaining laws provide funds exclusively for the handicapped. They

are PL 89-313 & PI, 94-142.

*
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3. PL 89-313

The third source of funding is the federal ESEA legislation, PL 89-313,
which allocates fv- s to state-supported private schools and state-operated
schools for the education of children with hendicapping conditions. Created
in the 1960's ac a time when there was little support for educating handicapping
children, PL 89-313 had a small allocation Qith a "follow the chiid" provision.
If a handicapped child transfers into the bublic schools from a school where
that child was generating PL 89-313 funds, that child remains eligible for those
funds in the public school setting provided that the public school files an appro-
priate proposal. P.L. 89-313 is funded at $731 per handicapped student per year.

At this time, DSE has identified 514 handicapped students in the public
schools who have cdme from state-supported and state-operated schools and are
thus eligible for PL 89-313 funding. Again, these funds are Supplemental;

that is, the funds cannot be usec in place of tax levy dollars but must

be used in addition to tax levy dollars.
/
4. PL 94-142
The fourth source of federal funding for handicapped students is PL 94-142,

the Education for All Handicapped Children Act. When Congress passed this legisla-

tion, it recognized the potential fiscal burden which the legislation imposed on
local and state education authorities.
PL 94-142 reads:

State and local education agencies have had the responsi-
bilities to provide an education for all haadicapped children, .
but present financial resources are inadequate to meet the
special education needs of handicapped children; and it is in
the national interest that the federal government assist state
and local efforts to provide programs to meet the educational
needs of handirapped children. .

To offset the cost of these mandates, PL 94-142 has a funding provision,

EHA Part B, which is lnadequate and inequitable. The monies it provides are




to cover the excess cost of meeting the law's mandates, that is, the cost of

educating a handicapped child which is beyond that of educating a non-handicapped
child. The law stipulates that these monies are to be used to supplement, not
replace, gtate and local funds.

PL 94-142 established a formula by which the federal government is autho-

rized to reimburse each state a percenzage of the average national expenditufe

per public gschool child for each handicﬁpped child being served. Such a
formula penalizes high cost regions such as New York City because the national
average expenditure is below NYC's costs. .

For fiscal year 1980, the U.S. Office of Education computes the national
average annual per pupil expenditure as being $1,900 for noh-handicappéd chil-
dren, and roughly $2,800 for handicapped children. Yet actual expenditures
among the states and cities va¥y greatly. For example, NYC actually spent an
average of ;5,570 p%r hahdiéapbed'student during fiscal year 1979. Higher
costs seem endemic to large cities for handicapped and non-handicapped childfen
alike. In a survey‘of eleven large cities (see next chapter f;r complete details)
the average per pupil expendfturg Qis $2,787 (almostras much as the nctional
average for handicapped pupilg) and the cost for educating a handicapped chilid
avaraged $3,287.

The inequity in the formuiQ is compounded by the ihadequate appropriation
levels to fund the law. " .u fact, Congress appropriates less than it is authorized
to spend in the law. Thesc'in;dequa§e appropriations have, in fact, undermined
the intent of the law and the assurances that gained political support for it.
They have resulted in competition for scarce. funds between handicapped an; non~-
handicapped school populations which is d;trimental to the education of all

children.




Certainly, the belief of Congress was clearly that the federal government

had a responsibility to funa a significant portion of che costs incurred as a
result of PL 94~142. The federal fundinj began at 5% of the average national
per pupil in 1978 and was to escalate on a yearly basis to 40%‘in 1982,

Table 3 shows the escalator formula as stated in the law.

Table 4 shows the actual appropriations made by Congress. ™

TABLE 3 *

Authorization for PL 94-142

% National
Federal Fiscal Year Dollars Authorized Average Expenditures
1978 $ 387 million 5%
1979 $ 566 million 108
1980 $ 1.2 billion 20%
v 1981 $ 2.12 billion 30%
1982 $ 3.16 billion . : 40%
TABLE 4 *
Appropriations for PL 94-142 |
. $ National -
Pederal Fiscal Yéar $ Actually Appropriated Average Expenditures
|

1978 $ 387 million 5% (fully funded) J
1979 $ 566 million 108 (fully funded)

1980 $ 804 million 128 (instead of 20%)

1981 $ 862 million 128 (instead of 30%)

1982 Unknown Unknown

* Office of sSpecidal Education, Department of F lucation, Washington, D.C.

In both federal fiscal yrars 1980 and 1981, Congress did not authorize

suffic.ient funding, as shown in Table 3. 1Instead of 20% and 30% for these two



years, Congress appropriated 12% of the average cost. This resulted in a

dramatic‘shortfall from what was due all the states, including New York Staté.
In 1978, the appropriations equalled $78 per handicapped child; in 1979 states
received $164 per child reflecting the increased percentage. Because of the
limited appropriations of 12% in FY 80, New York State received only $175 per
handicapped child last year.

During federal fiscal year 1981, tle states will receive $1.2 billion

less than authorized. illustrated below-

TABLE 5

Authorization vs. Appropriations in FY 81
PL 94-142, EHA, Part B

[ ]
Amount Authorized Aimount Approurpriated
(308) © (12%) Loss to the States
Dollars ~$2,120,000,000 $874,500,000 $1,245,500,000
Per pupil $557.53 $229.98 $327.55
(3,802,511 ’
handicapped . )
pupils) ' .

Source: Office of Special Education, Department of Education,

Washington, D.C.
g}

In New York State, this means a shortfall of over $65 million while the Cipy

receives approximately 520 million less than authorized. Had the federal
contribution of 40% ever been vealized, it would have represented about 25% of
the total financial contridution from al) levels of government. At the present

time, the fedoralibhare stands at approximately 8% of NYC's costs. -

<)



II. A COMPARATIVE LOOK AT BIG CITIES

A. Introduction

It is often assumed that the problems~of controlling the costs of special
education are unique to New Ycrk C}ty. But the increase in expendit;res for
special education is taking place in many large cities, all of which are facing
the same lack of federal fun&ing.

. \
EPP undertook a brief survey of 11 large Eities to determine the fiscal

impact of PL 94-142. The survey had met..odclogical restrictjons because the

accounting systems differed from one city to another. However, the conclusions

about other large cities' costs are similar to our own. The growth in the

identified school age handicapped population since PL 94~142 has resulted in a
growth rate for special education expenditures which outstrips other school
costs at a time when the federal government has refused to fulfill its fiscal

responsibilities. ‘k

B. Methodology |

Originally, sixteen cities were randomly chosen to participate in this
survey ﬁocause of their size and differing geographical locations. No effort
was made to choose cities with reputations for progressive special education
system. Eleven cities (Atlanta, Boston, Chicago, District of Columbia, Los é
Ahgelea, Minneapolis, New York, Philadelphia, St. Louis, San Francisco, and
Seattle) responded fully. The survey called for a submission from the respec~
tive.ltate education departments of tha PL 94-142.state plans for FY 1980, and
copies of the state educstion laws. A four-page questionnaire was filled out
by the city director of special education or a designee, and several telephone

k]

interviews of state and city administrators and advocacy groups were conducted.
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Although the sizes of schocl districts varied, all the school districts

served large urban areas. For FY 1979, the total student enrollment for each

1

city ranged from 43,000 to over 900,000 students.

C. Pindings
l., Since PL 94-142 was enacted in 1975, the eleven participating cities
have had extensive enroliment decline (Table 6). Atlanta and Seattle were the

hardest hit with more than a 24% decline in the subsequent four year period.

4
%

However, St. Louls, San Francisco, ' and Minneapolis were not far behind.

I

TABLE 6

Enrcllment Decline 1974-75 to 1978-79

. 1974-75 " 1978-79 - Loss Percent
T . City | Students Students Students Change -
Atlanta 93,900 70,000 - 23,900 - 25.4%
Boston 73,600* 67,972 - 5,628 - 7.6%
Chicago 525,000 475,000 - 50,000 - 9.5%
' Los Angelss 606,842** . 542,193 - 64,649 - 10.7%
. Minneapolis 52,918 43,923 - 8,995 - 17.0%
' New York 1,099,004 963,046 - 135,986 - 12.4%
Philadelphia 267,525 - 249,549 - 17,876 " - 6.7%
St. Louis 90,142 72,000 ¢ - 18,142 - 20.1% °
San Francisco . 70,133 57,545 - 12;558 - 17.9%
Ssattle 66,241 50,490 - 15,931 - 24.0%
Washington, D.C 130,585 113,858 - 16,827 - 12.9%

* Data provided for 1976=77.
** Dpata provided for 1975~76.

{
2. The average enrollment decline was almost 15% over a four year period.

However, as seen in Table 7, expendi*ures did not decline during this period.

The increase in total expenditures ranged from a low of a,5.7% increase in New

i
York City to a high of 44.8% increage in Los Angeles. So, in regard to con-
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trolling costs, New York City did relatively well. Due to the fiscal crisis,

New York City was forced to hcld down any increase in educational expendifures

as compared to the other large cities in the survey.

TABLE 7

Growth in Total Educational Expenditures

1974-75 to 1978-79

1974-75 - 1978-79

City Expenditures Expenditures
Atlanta $ 114,871,722 $ 123,884,411
Boston 139,536,452 187,000,000
Chicago 1,108,900,200 1,243,118,034
Los Angeles 1,078,875,989** 1,561,773,267
Minneapolis 78,358,451* 88,948,303
- New York 2,817,540,000 2,978,040,000
Philadelphia 486,350,000 671,943,000
St. Louis 92,063,824 119,400,870
San Francisco 158,000,000 - 177,000,000
Seattle 122,171,692 148,496,598

Washington, D.C 174,028,000 239,947,800

* * Data provided for 1976-77.
** Data provided for 1975-56.

$

Increaase Percent
Dollars Change
9,012,391 7.8%
47,463,548 34.0%
134,217,834 12.1%
482,897,273 44.8%
10,589,852 13.5%
160,500,000 5.7%
185,595,000 38.2%
27,337,046 29.7%
19,000,000 12.0%
26,324,906 21.5%
65,319,800 37.5%

3. Out of the ten cities reporting an enroliment change in handicapped

students, six reported increases in the number of handicapped students while

four reported dg¢creases. (Table 8) This mixed finding clearly demonstrates

that the impact of PL 94-142 in forcing districts to>identify and place hqndi-

capped children is uneven. In general, smaller cities repo}ted decreases

while the larger cities, exéept for Los Angeles, reported increases. The

question that remains unanswered is whether increases are due in part io the

active litigation of groups representing the handicapped in some cities as

compared to less activity in others.

DN
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TABLE 8

Special Education Enrollment
1974575 _to 1978-79

1974-75 Increase Percent
City Students Students Change
Atlanta 9,271 * 7,371 - 1,900 - 20.5%
Bosaton 8,457+ 10,487 + 2,030 + 24.0%
Chicago 42,000 50,575 + 8,575 + 20.4%
Los Angeles 52,292%* 41,715 - 10,577 - 20.2%
Minneapolis 3,847 4,594 + 747 + 19.4%
New York 43,656 54,149 + 10,493 ¢+ 24.0%
Philadelphia 16,962 21,444 + 4,482 + 26.4%
St. Louis 4,240 8,376 + 4,136 ¥\93l§%
San Francisco NA 3,488 NA N
Seattle 3,231 2,700 - 531 - 16.4%
Washington, DC 13,038 9,209 - 3,829 - 29.4%
* Data provided for 1976-77,
** Data provided for 1975-56. ..
NA Data not provided.
-

4. Although enrollment increasas (and decreases) for handicapped

"

students were not uniform, there was an across-the-board increase in costs

for special education. Every city, whatever its enrollment change, showed

a substantial increase in expenditufes for the handicapped. (Table 3)
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City

Atlanta
Boston
Chicago

Los Angeles
Minneapolis
New York
Phil-. elphia
St. Louis

San Francisco
Seattle
Washington, DC

-

#ABLE 8

Special Education Enrollment

1974~75 to 1978-79

1974-75--

Students

9,271
8,457+
42,000
52,292%+
3,847 -
43,656
16,962
4,240
NA

3,231
13,038

* Data provided for 1976-77.
** Data provided for 1975-56G.
NA Data not prowided. ’

1978-79
Students

7,371
10,487
50,575
21,715

4,594
54,149
21,444
. 8,376
‘3,488

2,700

9,209

o

Increase Percent

Students Change
- 1,900 - 50.58
+ 2,030 + 24.0%
+ 8,575 + 20.4%
- 16,577 - 20.2%
* 747 + 19.4%
+ 10,493 + 24.0%
+ 4,482 + 26.4%
+ 4,136 + 97.5%

NA NA

- 531 - 16.4%
- 3,829 - 29.4%

“»

»

¢

LI

¢

4. Although enrolimenp increis)s (and decreases) for handicapped '

students were not uniform, there was an across-theé-board increase in ccsts

f

for special education. Evéry city, whatever its enrollment change, showed
. _ 5 L]

' LR
a sybscantial increase in expenditures for the handicapoed.. (Table 9)




./ . _ ’ TABLE 9

Spécial Education Expenditures
! . 1974-75 to 1978-79

1974-75 1978-79 Change Percent

City Expenditures Expenditures - Dollars Change »
Atlanta $ 4,678,008" § 6,966,334 § 2,228,326 + 48.9%

) Bogton " 17,566,449* 30,081,483 12,515,034  + 71.2%
Chicago - 89,531,890 170,256,356 80,724,446 + 90.2%
Los Angeles 50,803,326** 112,353,840 61,550,514 + 121.0% )
_Minneapolis 8,311,978+ . 9,425,000 1,113,022 + 13.4% .
New York 220,080,000 ’ 301,€00,000 81,520,000 + 37.0%
Philadelphia 42,214,000 70,078,146 27,864,146 + 66.0%

. * St. Louis 5,540,854 10,483,357 4,942,503 + 89.2% .
San Francisco’ 6,413,292 . 11,718,944 5,305,652 °~ + 82.7% :
Seattle 8,405,687 ) 10,125,008 1,719,321  + 20.5%
Washington, D.C 12,430,853 *19,692,251 7,261,598 + 58.4%

. *' Data provided for 1976-77: - -
¢ "** Data provided for 1975-56.

“ 1
°

L

The average increase in special education expenditures for gll.thqse cities

in this four year period was 63.5% while .their total school expenditures

increased only 23.3%. ' ' .

"‘ \\ A

&
- A
o

S. Tﬁis study confirms the ﬁ;tional School Boarés Agssociation study which
K found that larqer;)gﬁoql districts pay the higg;st cost o? spegcial education.
Thre ‘of‘thc four 1argd§% éities (New York city,‘Lés Angeles, Chicaég, and *
Philadelphia) @ad cxpenhitu;es over $3,200 p;r handicapped student in 1978-79:

\ . .
The ekception, Los Angeles, had questionable data. (See #8 below)

. é. Although ppeaia%‘education expenditures were rapidly increasing, the

It
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federal commitment did not. EHA Part B funding from EL\93-142 represented
4 >

only 1.9% to 9.3% of the cities' spépial education budgets. .. - .

‘ -
. ~ . . o ﬁ} -

penditures for special educatiopn increased at the stace level as
: T - ) <

L

well. of Lhe six states responding to our survey (Geprgia, Illinois, California,

New York, Missouri and Washingtoﬁ*?tatei} all but ﬁashington repo;ted increased

E]

T ~ - . . - -
spending. Special Education costs *n these-tive states increased approximately
4 < - \
twice as fast as total educational spending. In a four\yéar period, the increase
]

.in special education spending in these five §tates ranged from 44.3% to 99.1%

while total educational spending incraa£=a r\nged from 15.1% ot 39, 0%.

- / -’.:‘
< . -~ . .
8. The most worrisome finding is that the data bases in large drban

P
school districts are in a chaotic state. Five cities could not prbvide informa-

tion earlier than 1977 or 1978. The actual coata.df’edhcating hagdicapped
N » . -

g

students is unknown; many costs were simply not recorded. School districts in

~ -
Y

some cases excluded fringe benefits and,tranaport:j}on although they were asked
for this information, Reporting the number and t pes of handicapped s;udents

was as confuaing as the expenditurc reporting. The unifor® federal definitions

. Mo,

- of handicapping conditions were not useds rather catecories of handicappgd T

f‘
students differad from city ‘to city. The imprecise definitions of handicapving

»*

conditions leads to an inability to examine comparable services.

’

Conclusion

\

7" ° The growth of a served handicapped pbpuiation in ﬁhe public schpdls and

lubaoqnont increased costs of special education for the handicapped are not

unique to New York City among other big cities. The increased costs for special
- / ’

v : | ) 4
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education far outstrip increases for regqular education. As these costs climb,
federal aid to meet. these mandates does not. New York City loses at least $20

million from the“lnadequate appropriation of federal fundsy -all the states

together hawe lost over $1.2 billion this year. As a result, it is the state'

-~

-and the city that must assume the financial responsibilities of special education.
Such a situation fosters conflict among 3tate, city and education officials

as they struggle to determine who will pay the increased costs.

-
.

Recommendation: , The federal government should fund PL 94-142 to its authorized

levei.




III. THE STATE ROLE

oy ¢

Introduction "

&

A
Constitutionally, education is a state function in Nw fork. The New
York State fonstitution defines the state's role as
*"The legislatﬁre shall provide for the ma.intenance and
support of a system of free-common schools, wherein all
the children of the state may be educated."*
Regardless of constitutional dictates, the state's fiscal commitment tc local
school districts is not spelled out. The State legislature determines the
amount of state aid to all school districts each y;ar. Tﬁe‘city has little
legal leverage to insure that the State pay a particular share of educational

costr.

B. History ok State Funding for the Handicapped

Before 1974, the State provided no additional funding for the education
of handicapped children in big city school»systems beyond what it alloc;ted
for all children. In 1974, funding for handicapped students in large cities
was provided through a weighting system in the state aid formula in which non-
‘severely handicappe& s;udents were counted twice for purposes of state aid and
additional special services aid was provided for more severely handicapped
students. .

In 1975, PL 94-142 charged the states with ihsuring that federal require-

ments were carrie? out by monitoring and evaluating local programs. However,

the only expenditure requirement for the state established in federal regqula-
tions was that each state had to expend an amount of state funds equal to the

-~ sxpenditures of federal funds undar PL 94-142. Hence, the amount of furds

which the state had to provide to fulfill the requirement of PL 94-142 was

* Article Xt; Section 1 of the New York State Constitution.

R2Y




not fully defired. However, federal regqulatiions specifically stated that the .

exceiq cost formula used by the federal governméq; (based on averag: expenditures
as described earlier) did not apply to the state; that is, the state need not

’

limit itself to excess cost as defined by the federal government.

State(officials recognized that state aid ngedéd to be revised, since :
PL 94~142 had placed increased responsibilities and requirements on local
school districts.* At the.same time The State Education Department recognized
that, although a state law had existed before the federal law, new laws for
‘specific service requirements would have to be developed to implement the
intent of the new federal law.

In December 1978, the state's funding formula fgi the handicapped, based
upon weightings, was replaced with a temporary excess cost formula. State aid
can be divided into operating aid and categorical aid (for special defined pur;oses
and populations.) New York séate allocated funds for handicapped students in
both types of aid. The formula was seen as a temporary measure while the state
undertook a cost study to d;termine the actuai cost of educational programs
for.handﬁcapped students. It was quite inadequate to meet the needs of hardi-
capped students in New Yérk City. Furthermore, it had thc effect of restricting
handicapped students to self-contained classrooms because it financed integrated
settings at a lower rate than segregated ones.** This tempérary formula was
replaced in the spring cf 1980 by Chapter 53 of the State Laws which contained

a redesigned excess cost formula based upon a sqydy conducted by the State

Education Department. (Tor other possible formula choices, see Appendix A.)

T

— | . -

* See State Education Department's-report, "Providing State Aid for the
Education of Children with Handicapping Conditions based on a Study of
Program Costs;" November,” 1979.

** Por a critique of this funding mechanism, see Lynne Weikart's "Federal
and State Aid Formulas for Educating the Handicapped: Blueprints for
a Separate and Unequal Education,” (Office of City Council President,
April, 1979).



' C. The Current State Aid Formula

-

. . qhaptev-53 was designed to implement the‘Statq Education Department's (SéD)
attempts to decategorize handicapped students by p¥oviding funding based upon
their need>rather than their classifications of handicap. Such an attempt was
in the forefront of éducational thougét to educagg handicapped students according
to individual needs rather than based upon their label. Unfortunately, SED did
not recommend adequate funding for this program.

The funding torﬁula for this redesigned program to decategorize handicapped
students was originally to be based upon a state-wide cost study conducted by
SED. The important finding of this study was that the cost of serving an average,
tull—ti?eQ;quivalent, enrolled handicapped pupil was 3.17 times greater than the
cost of educating a non-handicapped pupil. Based upon this finding, SED officials
decided that the State had to revise its excess cost formula.

In its pure form, ;xcess cost would be calculated on gégh district's actual
costs of providing special programs, above and beyond the average per pupil
expenditure.* " Unfortunately, the excess cost formula created by SED was not
ig its pure form nor could it be since SED's statewide survey of excess costs
failed to detuermine the actuallcosts of educating handicapped students in the
local schuol districts. There was simply no uniform accounting system in place.
.Too many school districts reported costs on different bases from one another.
Auditirg each school district's estimates would have required a substan+ial
increase in the workload of SED. The detailed accounting sygtem requiredvfor
tracing each school district's expsnditures was seen as too expensive as well

as too great an intrusion of the stace in local affairs.** SED officials chose

* New York State Special Task Force on Equity and Excellence in Education,
"Research Pindings and Policy Alternatives: A Second Interim Report,
September, 1980.

~e ** gSrate Education Department, op-cit.
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to revise the excess cost férmula in a way that would not require actual costs
» b . °

for. everv gchonl district.. v

Instead, the State moved to a formula based upon an estimate of average

costs and adjusted according to the district's wealth. The ratio of a district's

wealth to the average statewide district wealth is called the aid ratio. The
wealthier a district the less aid it receives. Once the state moved toward

.

wealth as a measure of the amount of aid, New York City lost funds because of
the way New York State measures property wealth.;'

It was commonly thought, however, that local school districts wpuld @eneiit
because the state also increased weightings. Instead of the 2.0 weighting for

handicapped students, a higher weighting would be used that would more accurately

reflect costs. 1In fact, three different weightings were adopted, depending on

" . tha type of service the child is provided. The formula is illustrated below.

* This method of moacurlnq property wealth has been declared unconstitutional at
the trial court level in Levittown v. Nyquist

- /\
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Table 10

How the State counts Enréllment for\betefmining ékcess Cost Aia

' 1. Number of Students

e : A. Total weighted Pupils with Handicapping Conditicns* 97,546.54
) B. 1979-80 Total Aidable Pupil Units (including handi- 941,596.00
capped pupils weighted as 1:0)
) C. Total Weighted Enrollment of Secticn 4402 6,077.50
1,045,220.04
- 2. Divide 1973-80 Approved Operating Expenses {AOE) by Enrollment
. . $2,059,971,719 = $1,971 AOE/Pupil 1limited to
1,045,220.04 nearest dollar

3. Muitiply AOE/Pupil by Excess Cost Aid Ratio (State-determined ratio
) . baséd upon property wealth)
ST $1,971 x .447 = $881.03 excess cost aid per pupil

4. Multiply Aid Per Pupil By Weighted Handicapped Pupila

881.03 x 97,346.54 = $85,941,428,14**

* students in self-contained classrooms = 1,7
students in resource rooms = ,9
students receiving jitinerant services = .13

**The city actgally received $87 million because of a slight alteration in
the formula.

Source: Public Excess Cost Worksheet, N.Y.C. Board of Education, Bureau of
State Financial aid

l

f D. The Results of the New Formula ‘
} ' This new formula resulted in a clear loss of aid for New York City. State
! aid for handicapped pupils comes in two formulas - operating aid and public

excess cost formula described in Table 10. Aid in -Ddoth the excess cost and -

the operating aid formula suffered.




1. Excess Cost

Last year New York City received $1,‘621 per handicapped student in the

public excess cost formula; this year New YOrk City received only $1,389

per handicapped studen:, despite a 52% overali incpease in aid. (See Table 11.)

v’

~

Change
+$29,944,483

+27,466

-$232

Table 11
Comparison of Public Excess Cost Aid
FY80 to FYS1
FY80 FYS1
Dollars Payable $57,164,249 $87,108,732
Number of Pupils 35,259 62,725
aid Per Pupil $1,621 $1,389

3 Change

+52%
+77.2%

-14%

Sourcs: Calculated from NYC's Board of Education, Bureau of State Financial Aid

reports

k]

When New York City municipal and education officials claim that the state

shortchanged the city this y2ar in public excess cost aid, the state cites a

528 increase in special education aid. -Overlooked is the fact that a 77% increase

in the number of pupils identified as handicapped and receiving specisl services

resulted in lower per pupil aid.

1

2. Operating Aid: 1In Piscal Year 1980 when handicapped pupils were funded

mainly under the operating aid formula New York City received over $60 million in

operating aid for hendicapped children. In fiscal year 1981, the extra weightings

for handicapped pupils were removed from the operating aid formula.

As a result,

-

New York City received only $37 million for a loss of $23 million or -39% in

opersting aid. (See Table 12.)
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A Table 12
Comparison of Operating of Aid for Instruction of Handicapped Pupff; .
FY80 and FY81 - ~ , -
ﬁ . - FY 1980 ) FY 1981
# Pupils Aid # Pupils Aid
Operating Aid for
Handicapped Pupils
l. Aid generated as
regular pupil 48,883 $28,266,419 56,603 $33,395,670
i. Aid generated as
handicapped . 50,361 28,172,040 - -
3. PSEW aid* 48,883 3,292,024 56,603 3,904,770
- 4. Secondary Aid
at .15 weighting 26,988 985,095 . - -
Subtotal $60,715,578 $37,300,440

* Aid for students with below standard reading scores. ) |

Sources NYC's Board of Education, Bureau of State Financial Aid, November;, 1980.

SED officials claim that they sought to consolidate several funding formulas
for the handicapped into one b;;au-o of simplicity and because of equity. In
their thinkiﬁq, taking aid for the additional cost of educating handicapped
children out oé operating aid would result in direct funding for the handicapped
in one separate fund. Thus local school districts would have a clear distinction )
betwesn their overall educational programs and programs for the handicapped.

The basic cost of educating the student (not tpe excess cést) was still
accounted for tp operating aid. However, the State neglected to repiace the aid

-

removed from operating aid with equal dollars in the excess cost formula.
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3. Total Handicapped Aid: If all the state's instructional aid for handi-
capped students is included, New York City received a state aid increase of 10%

from $125 million last year to $137 million year.* (See Table 13.)

, -

By

* Table 13 ‘ .
Comparison of all State Aid for Instruction
of Handicapped Students in NYC

FY 1980 FY 1981
Type of Aid # Pupils - __Aia # pupils Aid .
A. Total Operating Aid
from table 11 N.A. $60,715,478 56,603 $37,300,450
B. Public Excess Cost 35,259 57,164,249 62,725 + 87,108,732
C. Private Excess Cost 2,534 7,101,529 4,000 13,460,689
D. Learning Disablec. 8,023 2,076,127 - -
E. Diagnostic Screening - - 10,424 83,392
F. Low Income Supplemental - - NA 337,263
G. Textbooks - 649,000 - . 855,000
Subtotal $127,706,382 $139,145,526
He less 4407 deduction -2,581,751 =2,040,940
Total $125,124,632 $137,104,586

Source: Bureau o’ State Financial :id, BE, 11/80.

| f AN
This $12 million state aid increase was quite paltry beside the tremendous

growth in the handicapped -opulation gserved. New York City had to increase its
commitment by 47% of tax levy dollars to meet the increased costs of special
cducation. t‘ l

4. Pupil Count: Tﬂe City bases i.. need for funds upon projected registers
of handicapped students in the public schoo” "ystem. The state does not; its
aid for this year is calculated on the basis of 62,804 (97,546.54 when weighted)

handicapped children in New York City as of the spring of 1980. But the Board

* Transportation 1is not 1nc1uded.in any state revenue figures. This report
deals with instructional services only and not the transportation of handi-
capped students. .
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- of Education does not serve 62,804 handicapped chiluren. The Board of Education

serves 74,000 as of November: 1980 and is expected to serve more than 90,000

. & , .
before the e#@f the fiscal year. 1981.*

.

Because of the loss in operatihq did and the lack of enough dol\q;s in

the pubiic e-cess cost formula New York City lost considerable’dollars as -

compared to the old formula. The bottom line is that if the $tate had kept
the old formula intact New York City would have received $34 million more
this year for special education.

E. How to Correct the Present Excess Cost Formula

There are two approaches to correct the basic present state excess cost
formula so that New York City would receive a fairer share of excess cost.
The first appr;ach is to alter the present formula which is the route the Board
of E&ucation has recommended. The second approach is to create a new excess

cost formula which more accurately reflects excess cost.

1. Current Formula Altaredz

As can be seen in Table 10 on page 19, the State uses an inflated figure
of enrollment to determine the approved operating expense per pupil. The State
used 1,045,220 as the base year pupil count and this includes a weighted figure

L4

fbr handicapped pupils. This inflates the denominator; thaﬁ is, from a weighted

.pupil count of 941,596 to a weighted count including handicapped students to

1,045,220, When a denominator is enlarged, the resulting quotient is reduced.

Small Denominator Large Denominator

$2,059,971,719 = $2,188 AOE/Pupil $2,059,971,719 = $1,971 AOE/Pupil
941,596 1,045,220.04

* Por the growth in New York City's handicapped student population since 1976,
see Appendix C.
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£
The BE has asked that the pupil count of 941,596 be used rather than the

A . ]

P : .
/ larger weighted enrollment of 1,045,220 in determinihg AOE/Pupil. If the

smaller’denoﬁinator were used, excess cost aid per. pupil would increase from

L)

$881.03 per hanéicapped pupil to $1,043.68 per pupil.* This would have resulted

~

in an increase to'$101.8 million for excess cost aid for this school\yéar
rather than the $87 million received. |

- The Board has also requested that the State calculate excess cost aid for
each borough separately, as it does for operating aid. This méthod yields more

a}g, and is endorsed by the EPP.

Another major adjustﬁeni'proposed by the BE is to increase the weightings:

Present Weighting Proposed Weighting
Self contained classrdom 1.7 2.0
Rasource room ' 0.9 1.0
Itinerant Services 0.13 ) 0.15

The increase for handicapped students in self-contained classrooms is
justified beéause the gtate's own study documented that the average cost of
educating a handicapped student was.3.17 times the cost ?f educating a non-
handi?apped student. A 1.7 weighting plus a 1.0 weighti;g in operating aid
results in only a 2.7 weighting, below the state's own finding, w*“ile the pro-
posed 2.0 weighting rlus the counting of a handicapped pupil in operating aid
relq;ts in a more realistic 3 times the cost of educating a non-handicapped
ltgdcnt. ’

The increase. for handicapped students in resource rooms is justified

because a resource room costs just as much as a regular classroom and is a

: total addition to the regular classroom service.

. * A later adjustment was made 3o that the formula yielded slightly more per
ae handicapped pupil. 3
o}
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Itinerant services increases are justified because such a' slight weighting |

-7 .
can)result in a definite _figcal disincentive. So little aid is generated by

— e .

this prelent weighting that no incentive exists to place ‘hildren in itinerant

- *
services. !hose increase in these weightings would result in a larger number .

of weighted handicapped pupils and thereby an increase in aid. -
. . . I v
/ s . Another cquestion advoéated ‘by the Conference of Large City Boards of

K %-
Educatiaon advocates basing excess cost~aid on cqrrent year pupil count esti-

mates, an option available for Operating aid. This would free the city from

-

having to carry the entire cost of new enrollees for thevgirst year.

, 2.. A New Excess Cost Formula: . o \ ’
/ The problem with the current formula is that }t is based on an average
/ expenditure per pupil which is neither€the cost for a'handicaoped pugil nor '

the cost for a non:handicappod pupil. Therefore, it has no ratiomal basis.

. Another alternative, instead of adjusting the present formula, is to create

AN

a new formula'that is truly an excess cost formula. EPP proposes the following

’

formula in place of the present oéne.

The new formula is based upon establishing the total cost for the nonhandi-

capped student population and thereby the cost of educating a nonhandicapped

student. Once this is determined, the excess cost per handigapped student can
’ 14

be determined and thereby the total excess cost can be established. Then the

state can deterpine what portion of that excess cost to pay.

1. Establishing cost of educating a non~handicapped student:

A. Subtract Special Education cost from total costs.

$2,059,971,729 1979-80 total state - approved operating expenses
- 247,125,065* Special Education costs for 1979-80 (not including
non-publi¢ and adult education, debt service, school
//A buildings, transportation, and pensions).
- $1,812,846,664 1979-80 approved operating expenses
) for non-handicapped student population.

. * Source: Functional Analysis 1979-80 Board of Education, Office of Budge‘. Operations
and Review. See Appendix B for total special education costs. <
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B. Divide non-handicapped costs-by Total Aidable Pupil Units -
Ed

. - .Y 81,812,846,664 = $1,925 cost per non-handicapped student
941,596 - :

2, Establish total excess cost of handicapped students
X " l
A. Multiply average non-andicapped per pupil cost by 3.17 (state .
determined ratio of handicapped/non-handicapped costs) '

-
, . . - -

$1,925 x 3,17 = $6,102 total cost-and excess cost of éducatinq a ‘
- ' * handicapped student. ) . . *

s . -

B. Subtract non-handicappcd student cost trom handicapped student cost.

. 36 102 s .
) = 1,925 Excess cost of educaking’a hahﬁicapped child N
$4,177 - : ' .
° C. Multiply handicapped excess cost by total tull time equivalent handi-
) capped students. - . R

$4,177 x 62,804.26 ‘= $262,333,3954 total excess costs

The total excess costs of oducatinq handicappod students in NYC" puhlic

schools for 1979-80 was over $262 million. The State's prolont excess cost )
formula allocates $87 nillion to NYC which is only 33% of the excess cost. i
This estimate, is a conservative estimate because only those costs that are

counted as approved operating expenses by the gtate are uqed. AOE does not _

include non-public, and adult educaticn, debt service, school building costs,

,
< - . .

transportation and pensions. g . . ~ .
The question to be asked of State officials is what is a fair allocation
. to this City? wWiil the state picé)up 50% of this City's excess cost? Will

ths State pick up 1008 of this City's éxcess cost? Even using the state's aid

R

.ratio of .447, the city would receive $118 mjllion. This is $31 million more -

>
- ’

E that it receives now.

t
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d
Admittedly, given the current lack of uniform accounting pr. ctices in

school districts statewide, this formula would be difficult to apply for all

school districts. SED ofi(@ials attempted to establish special education costs
. _"\ . . -

in ali school distri¢ts and failed. NYC's Board of Education is one of the

few school districts that actually calculatks its expénses‘throughda functional

‘analysis of the differeg? coﬁponeﬁts wh ch make up a budget: Comparable data

@

are not available in other parts of this’ state. Given the large amount of
] s

» T

excess costs for educating handicapped childrea, EPP urges the state to reqpige
. g o r
uniform reporting practiceé. Once this is accomplished, a more-accurate formula

could be applied. Furthermore, the 3.17 weighting usc in our suggested formula

could be yefified or adjusted according to a study of actual costs statewide.

.‘ ] -3. 'An Interim Formula s

There is also anotﬂer approach that could be usec as a teﬁporary measure
. until new reporting procedures are established. This approach is based upon

the same type of calculations on which operating aid is based. Operating aid
is based upon a uniform expenditgre amount or ceiling regg;dlgsé of a district's
actual expenditures. Similarly, 'there is a ceiling i% the excess cost formula
of $2,100, but in contrast to operating aid, d£striqts are not aide& on that
‘basis unless Lhei; AOE/pupil (calculated as in Table i0) reaches that figure.

: Recognizing the difficulties in establishing an equitable AOE/pupil, EPP

suggests _.at the formula utilize $2,100 2a a usifcrm a2idable expenditure level

13

and then apply the aid ratio and the weightings as in the present excess cost
formula. This formula would have resulted in an increase of $10.7 million
during this school year.

Recommendation:

. The state shou’d aao;t a formula for aiding the funding of special education

'

that mora ‘accurately reflects the excess Eost of educating handicapped children.
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To implement this, uniform expenditure reporting practices should be required

of all districts.

F. Excess Cost - Tier II Higp Cost Aid

Whén m;joerh?nge;Atook Place in the state excess cost formula for the
handicagped in the spring of 1980, little notice was paid to a "Tier II".
section. Addi;ional excess cost aid is avaiiﬁble for handicapped children

in very expensive programs in the public schools above and beyond the regular

excess cost aid. Because of unrealistically high eligibility requirements,

"only 282 handicapped students have-been claimed by local school districts in

New York State for this aid as of January 1981. NYC did not claim any handi-
capped children under Tier II of the public excess cost formula. Few school
districts are benefiting from Tier II of the excess cost aid because of the
high threshold standard.

The Tier 1I, section requires that the cost of a high cost prograﬁ must be
the lesser of either $10,000 in expenditures per pupil or four times the approved
operating expenéeiﬁﬁr pupil for the district (51,571+4i whicggin NYC';s $7,884.
An incividual worksheet must tﬁen be created for each handicapped child who
qualifies under this formula. The BE would rece;ve addicional aid to cover
approximately 50% of the cost above $7,884 if such costs could be documented.

The first step in documerting the high cost is to identify the most expen-
sive programs for the handicapped. The three most expensive are Track IV,
Autistic programs and the Teacher-Moms programs. Using the autistic programs, -
as an examp}ef Table 14, the autistic program barely.qualifies for high cost

aid.
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Table 14
Instructional Costs for Autistic Programs
Class ratio 1:5

Staff Ratio Average Salary Class Cost

1, Teachefe

A. Classroom . 1:5 $13,100 $13,100
B. Coverage 1:8 i 13,100 7,860
C. Speech 1:20 ", 13,100 3,275
D. Adaptive Phy. Ed. 1:50 13,100 1,310 °
2. Paras .
A. Class para 1:5 6,200 6,200
B. Travel Trainer 1:100 6,200 62
C. Health Hygiene -1:50 6,200 620
3. Support staff '
A. Guidancge Co. . 1:100 12,000 600
B. Nurse 1:150 13,400 ' 446
~  C. Social Worker . ,1:125 ‘ . NA
D. Psychologist Y:125 . NA ‘ 350 (average
E. School Sec. 1:125 . 9,600 . 384 cost of
P. Office Aide 1:125 8,000 320 evaluation)
$34,527

o

s The average cost per pupil in a class of five is $6,905. Adding the

40% fringes to the classroom teacher, the average cost per pupil would be almost
$8,000 which is slightly more than $7,884, the minimum needed for the Board of
Education to file for high cost aid. Considering that NYC is a relatively high

cost district z2ud cannot qualify, it is obvious that the State has created a

high cost rormula which most school districts will .not be able to utilize.

Recommendation:

Eligibility levels for high cost aid should be lowered.



IV. UNTAPPED SOURCES OF REVENUES

This section concentrates upon revenue sources which the Board of Education

A}

might pu}sue as possible ways to increase their revenues.

-

A. Following Student Transfers

If a handicapped student transfers into the public schools from a private
sghool where the’handicapped student was ge?etating PL 89-313 funds, that child ‘ ﬁ
remains eligible for those funds in the public sehool setting if the appropriate ]
prececares are followed. The revenue is restricted in use; it must be used
for those particular handicapped st;dents. Such funding is substantially more
than PL 94-142 funding which is not fully funded as is PL 39-313. A ha;d;capped
student under PL 94-142 funding geherates $175 per student while a handicapped
student under PL 89-313 generates about $731 per student. | -

The Board of Education has identified 514 students who came from private
setting and were in tﬁe‘public school during 1979-80 school year. However,
there are many handicapped students who transferred from private institutions and -
have not been identified as eligible for PL 89-313 funding. This year another
250 students have be?n identified through DSE's efforts. A proper system must
be created for the identification of these studentsi\ There are two points in
the process where such tracking could occur; at the time of the original evalu-
ation and at the time of articulation whzn a handicappe&\student is transferred

v
to another school. At bhoth points these students could b; asked their agency
history so that students from a private institution could be identified. Either
the Committee on the Handicapped or the Supervisor in charge of articulat’.a
could forward this information to DSE's data bank. It would certainly pay DSE
to egtablish a vet procedure to identify every handicapped'student coming from

-

4 private setting.

14
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Recommendation:

The Board of Education should refine procedures to identify former private

school handicapped students.

- B. Medicaid ‘ .

Title 19 of the Social Security Act provides that all medicaid Qligible
children under the age of 21 must be offered preventive serviceg through a
program of early and periodic screening, diagnosis and treatment (EPSDT). Some
school systems with medicaid eligible séhool childen have used medicaid ,to pay
for evaluation costs of children being diagnosed as handicapped. For the most
part, New York City does not use medicaid or other medical funded facilities
to pay f;r costs of diagnosing handicapped children in the public schools.

There are several models of medicaid reimbursement being used to evaluate
and treat handicapped children in New York State as well as large cities. 1In
every model program examined, th; focus is not on the fiscal aspect of medicaid
reimbursement; rather the model programs illustrate attempts to provide prépet
diagnosis and treaiment for all eligible students, including handicapped children.

The first model, New Orleans school system, is representative of a good
screening program. The schools provide the screening for medicaid eligible
child{en through nurses and paraprofessionals using printouts of Medicaid
eligible c**ldren. 1If a médic;l problem is found, the child is referred to a
clinic or private physician for diagnosis and treatment. Thif service is
provided ta medicaid eligible children and the school district is reimbursed by
the Srate Education Department. A similar program for preschool children is
conducted in Minnesota. Minnesota has passed state legislation to enable

schools to reserve Title 19 reimbursement for screening medicaid eligible

children.

- 45
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The second mod;l, Hartford, is a full-range provider whether the service is
screening, diagnosis or treatment. The school system employs the necessary
héalth professionals with the key medical person being a nurse practitioner.

Each model incorporates the core evaluation of possible handicapped children
as part of the medical 'process. There are major proPIems with any attempt to use
medicaid'reimbursementtfor the services of handicapped children:

l. Cost

2. Confidentiality

3. Interagency cooperation
4. Impact upon programs

5. State coo;eration

1, ggégz The Cityjpays Approximately 25% of medicaid costs; the state pays
25% and the Pederal government pays 50%. If medicaid funds become available for

existing services, then no new costs will be incurred. 1In fact, savings will be

realized éhat could be used for additional services. These existing services

' could be the medical evaluation of handicapped students or related services.

However, if medicaid tundipg were utilized for a newly created program, such

as City-wide screening services in the schools, then the City would have to
absorb greater costs, although the amount would vary according to the utilization
of present resources. )

2. Confidentiality: Federal law requires confidentiality between the
eligible family and the medicaid agency (providef). The Board of Education
cannot identify .medicaid eligible students without the parents' permission.

The problems of confidentiality can be ;lleviated by interagency agreements
between a medicaid provider and t..e Board of Education or the Board of Education

can become a medicaid provider for specific purposes such as screening. Methods

must be explored so that in sharing services confidentiality is not violated.

; t 16
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3. Interagency cooperation: But a third problem far outstrips the others

in inpsrtance. A pregram of proper screening, diagnosis, and treatment does ‘
not occur on a clean slate; rather, it has to happen in an arena of a multitude
of existing services from geveral agencies. Without coordination of these ’
agencies, children are deprived of services which they need. The Department -
of I"'salth services thé physically handicapped (HC-20) student in the schools.
The City Department of Mental Health has developmental digabilities centers in:
7 municipal hospitals, 5 volunteer hospitals gnd several free standing clinics,
each of which sometimes does medical evaluations fé; handicapped children.

The Board of Education has school-based support teams throughout the school
system that evaluate handicapped students. ’

The difficulties lie in coordinating services that are already in existence
and also, to go one step further, and examine the resources necesary to create
4 proper health program in the schools that is coordinated with other types of
diagnosis conducted by other p.oviders guch as the ovalu;tion of handicaéped.
population. Where qqdic;; segv;geq are provided by other-than-school facilities
or staff, medicaid reimbursement will, of course, go to that provider. The intent
of such an approach would not be for the schools to provide additional health
services, but for other agencies to receive medicaid funds for providing those
services for the schools.

The problem of coorainaticn is coming to the fore because several city
agencies have begqun to examine medicaid reimbursement for their school programs
and the Mayor's Office of Management and Budget is also exploring the problem.
The Department of Health and the Board of Education are exploring the possi-
bilities of using medicaid funds to pay for related services, in particular,

occupational and physical therapists. Such a goal is fine. The problem is

that these solutions occur with small pieces of programs without an overall

47
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" plan, and major policy questions may be igndred. For example what is the

proper supervisory structure for staff from another agency in a schorl? Who
has monitoring responsibility when that service takes place in the school cr
outssde of the school? How do other agency staff in a school relate to the - CTTT

staff persun in charge of the school, namely, the principal?

4. Progqrarmnatic impact of interagency cooperation: Another problem is
the impact agenty coordination would have upon sgecial education programs. An
example of theso‘ptOgrammatic concerns with other agencies picking up medicaid
roinburacQant is the growing possibility of contracting out for psychological
lor;icet. This is a real possibility since sqﬁool psychologists °ﬂ thés school
based support team must now spend almost all their time in evaluations and can
not do required counseling for a handicapped.studenb. Students are losing
out again on needed services. Howe;ar, few school psychologists wish to be
oply testers and would prefer offering other services such as counseling.
Contracting out for psychological® services can result in a demorali;ed educa=--
tional staff. Another issue is that a counseling sess;on would be conducted
in basically a clinical setting rather than an educational one.

The problems ( £ cost, confidentiality, coordination of services, and _

programmatic concerns lead to a need for careful interagency planning at a

high enough policy - making level so that the plans would be taken seriously.

- . L . ® ew  _ % 2 hce N m b o - 1
ine Uepariment of Realih, CTity Department of Mental Hsalthk, ths Bocard of

Education and the Office of Management and Budget not only must be in the same .-
room together but must also be willing to address serious questions of coordina-

-t
tion and costs. There are models in New York State that can be drawn upon. In

upstate New York, the Special Education Director of the Thompkins-Senaca Tioga

BOCES: has designed a system to use the schools as outreach and screening

18
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' agents for children with heaith problems including handicapping conditions.
Once a child is screened and identified as having a possiblé health problém,‘
including ones lhat could impair hi;/her lear;ing, the child is referred to

b~ —ue- .——-.the Committee on the Handicapped for evaluation.- If a child is diagnosed as

handicapped, a special committee made up of the Health Depar.ment, Social
S'ervices,‘ Mental Health, Rghabilitation ‘and Sp\ecial' Education from ,th;a BOCES
examines that students' records. This committee consideré all the possible
funding sources for this child's services. ﬁhe prob?%m of confidentiality
have been aliminated‘since medicaid providers are on the committee.

Aﬁother example of c;:se coordination of agencies which results in health
services to school aged children incl&dinq the handicapved is the School Health

. Project in CSD 18. This demonstration projects links a major hogpital with the

schools in the district utilizing a screening model in which health te;;s work

in the schools on screening, referrals and follow up sefvices. The hospi;al
becomes a major health facil%ty for that district. Such close cooperation
promotes health service; f&fiboth the'requ;ar students and special education
services. The Office of Health Services in CSD 18 also coordinates its

screening and services with the Department of Health for dental work.

5. State Cooperation

The last problem jis state cooperation. Medicaid, a federal program, is
controlled at the state level through the state medicaid plan. Last year the
state prevented the City's Department of Mental Health and Mental Retardation
Services and the Department of Health from formiég a formal linkage of shared
staff at Chiié’;Lalth Stations. The state's refusal was based upon the difficulty
of controlling double billing of clients at off-site service centers. This

demonstration of a lack of state cooperation can impede linkages between the

EJ%I};‘ ‘1!}




Board of Education and other City agencies. Since New York City's educational

system is not a medicaid provider according to the state plan, the BE must rely
on‘étate coopefation to facilitate interagency agreements at the local level.

There is proposed legislation for the care of the developmentally disabled
now before the Assembly that would facilitate interagency agreements by clearly
permwitting present medicaid providers to use off-site centers.* This would
include using rooms in schools. Passage of such legislation would insure that
the state could not prevent hospital and clinic staff from offering services
in the schools.

Another impediment at the state level is the State Education Department.
State Education officials are just as interested in possible use of medicaid
Jdollars as is the City; however, the SED has its priorities just as the City
does. One SED ogsicial said, "The State's first priority is to access medicaid
funding for programs in state supported schools because that's what costs us.
If New York City pulled together health, rehabilitative, and education staff
and created a plan that would be the basis for integrating the services, then
I think there would be‘some action up here.”

The problems of cost, confidentiality, coordination of services, program-
u;tic concerns and state cooperation require interagency coord;nation at the
City level. City offi&ials could propose linkages between area hospitals,
particularly those with development disabilities centers, and the local school
digtricts and local high schools. Hospitals and clinics could be used in a
time of scarce resources to s\é;lement evaluation services and support services

{such as counseling) now in short subply in the schools. Because of potential

v

-

* Assembly bill prefiled 1/7/81, introduced by Assemblyman Connelly and
seferred to the Committee on Social Services.

”
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agency conflicts, }t is essential that the leadership come from the City and
8E. Local schaol districts no matter what their gkill or initiative, need
help in forging these links. And the city and the Board must also encourage
the staté to elicit the necessary cooperation from health and mental health
staff in hospitals and clinics.

To summarize, in a time of fiscal stress, the City and BE must closely
coordinate the use of staff resources. The City Department of Mental Health
has developmental disabilities centers throughout the City with skilled personnel
who could be used to complement evaluation and support services now in the
schools. In many cases the use of health personnel can be reimbursed through
medicaid revenues while educational staff can not use medicaid because the

Board of Education is not a medicaid provider.

~

Recommendation:

Every community school district and high school should be encouraged :o
» .
create relationships with local health facilities for the provision of screening,
disgnosis and health related services to medicaid eligible students The city

an.’ state should cooperate in these efforts.

. Conclusion

It is apparent that more could be done by all levels of government - the
Congress, the State and the local Board of Education to generate revenues for the
education of children with handicapping conditions. A shortage of funds should
never be allowed to prejudice tﬁe case for necessary sgervices or to create

antagonisms between populations of children, all of whom deserve the very best
<

we can provide. /

ol




APPENDIX A: THE PROS AND CONS OF THREE STATE FUNDING FORMULAS

Next spring the New York State Legislature will be faced with major revi-
sibns of the state school finance program including excess cost aid. It should
be clear from this critique that the present excess cost formula is quite
inadequate. There are other methods of determining the allocation oé state
aid. Basically the many variations in state funding can be divided into three
types of reimbursement: per pupil system (weightings), resource units andédcost

units. New York State utilizes a mix of weightings and costs units. (See

A & C below.)
, A. Per pupil.

New York State has at this time a modified per pupil system because it
weights types of handicapped cgildren by their classroom organization. ;he ),
difficulty with a‘weighting system is that it easily leads to abuses in the ﬁ
types. of programs selected for handicapped children. It is difficult to build
program neutrality into a weighting system. If handicapped children in a
resource room are weighted less, then the selection of the type of program may
be biased. The best interests of the éhild are not served if he is kept in a

self~contained classroom after he is capable of being mainstreamed because he

generates more aid in the self-contained classroom.

B. Resource Units: ‘ -

.

Some states such as Minnesota, have built a model of funding resources by

__counting resources and not the children for purposes of funding. Local school

districts are reimbursed for a certain number of stiff, whether evaluation,
instruction, administrative or support. The advantage of a resource model is
that: (1) the state can more easily determine what is an excess cost; for

.

example, a resource room teacher can be counted as complete excess cost above

’ A 92
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and beyond the reqular cost of a classroom; (2) the State has a clear under-
sbaHﬁiﬂE“af\heu‘sggtgxgollars are actually being speht.’ The disadvantage of
r such a systeﬁ ::\that ;g;\;;;zg\Ig\ﬁIBced\in\ghg position of endless demand.

\ ~
. \\\ .
Minnesota has sougiit controls over this funding formula by bﬁiiding_;p a ceiling;

L 4

—

* - —~—

that is, the state pays only 63% of the cost of most personnel connercted to I
programs for the handicapped. .Certainly strict ceilings need to be established

if such a formula is used.

Ce Cosfﬁ Units: p

New York State has a modified cost system (per pupil) in which local school
districts receive part of the excess cost of educating handicapped children.

L}
The major problem with this type of formula is that there must be an accounting -

[

system in place that firmly establishes what are excess costs. As we have seen
'. ‘ earlier this ‘is not.occured in New York State; rathér, New York State is dsing
hverages for its excess cost which creates a bias against high wealth districts.
It is unfair for New York State to retain an excess cost formula that is
gotrimantal to the City. Either the State must create a better accounting

system to truly identify acﬁool districts' excess costs for educating handicapped

children or the state should explore other models of reimbursement.

+
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Appendix B: Revenues
DSE's Revenues - FY80 to FYS1
(Millions) ¢
Revenues FY80 FY81 $ Change % Change
Tax Levy 1 $170.46 $250.55 +$80.09 46.98%
State Aigd 2 125,13 137.1 4+ 11.97  9.57%
Federal aid 3 32.38 34.01 + 1.63 5.03%
Capicald 3.48 - -
Intra-Citysg -~ 3.68 -
Total: $333.45 $425.34 +$91.9 27.56%
1) Tax Levy is arrived at by deduction:
FY80 FY81
Revenues
State Aid $125.1 $137.1 ) .
Capital 3.5 --
Intra-City - 3.68
$128.6 $140.78
Total budget $219.9 $220.53
. mj’.nus - 128-6 - 140-78
s $ 91.3 $149.75
pPlus -
Fringe,Pension $ 79.16 $100.80
(408 of
tax levy)
Total- tax S L
levy ’ $170.46 $250.55 °
2) Board of Education, Bureau of State Financial aid, 11/80.

3)
4)

S)

94

State aid is listed in Table 12. State reimbursable's programs excluded.
Office of Funded Programs, DSE: total includes EHA Part B Title 1, and

VEA, & PL 89-313. ) ’
Total revenue does not include transportation, Part B capital revenué
taken from Mayor's Executive Budget for FYSl.
Transfer of funds from DMH.

k4
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Appendix B: Expenditures

\ - F
DSE's Expenditures ~ FY 1980 and FY 1981
- (Millions)
Expenditures FY80 FY81
PS $197.9 $251.99
OTPS 22.0 38.54 !
$219.9 $290.53
Fringe, Pension
S 40% of Ps 79.16 100.80 2
Reimbursable 32.4 34.1 3
{Federal)
Total Expenditure $331.46 $425.43

1) The FY81 adopted budget for DSE is $290,531,461.
The final audited statement for FY80 gives $219.9 million.

2) Both OMB and BE agree that 40% of the PS is a reasonsble
calculation for fringe and pension.

- 3) Office of Funded Programz of DSE; total includes EHA, Title I,

PL #9-313 & VEA, 1/26/81. All state reimbursable expenditure
are 2xcluded.

These expenditure figures do not include transportat....
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APPENDIX C

New York City's Handicapped Student Population
as reported to the State
(PHC 1, from FY 76-8l1, ages 3~21)

Category 75-762 76~77 77-78 78-79 79-80 80-81
Retarded 12,418 13,329 12,037 10,774 11,687 11,442
Emotionally

Disturbed 12,414 14,709 14,958 13,906 18,669 21,119
Physically

Handicapped 11,019 15,913 19,600 25,830 26,234 31,160
Speech/Severe N/R 1,919 1,516 1,040 1,391 598

- a‘

Learning Disabled 627 6,168 11,788
Other (Readiness,

Pre-Placement) 855
TOTALSD 39,654 48,103 50,246 54,149 66,447 79,125

R. Bernard Gifford "The Cost of Educating Handic&pped Pupils in New York City,"
Board of Education of the City of New York, January 1977, pp. 8, 10, 1ll.

\

b. The category of "speech impaired other" has been taken out in order to
make the numbers comparable.

ce The numbers of handicapped will differ slightly from the text because the
State has different reporting dates.

o




