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PAD/PUB 503 Policy Project Fall 2007 (Monday) 

Part II

Allocating State Aid for Special Education
(Due Monday 12/10/07)

The Context

Many states are exploring ways to control special education spending.  Special education has been the fastest growing component of most school district’s budgets over the last twenty years.  For example, the portion of school districts’ budgets devoted to special education has roughly tripled since 1980 in New York State.  This has led policy makers in many states to propose reforms designed to limit special education spending.  In New York, both the State Education Department (SED) and the Governor have proposed substantial changes in the aid formula for special education as one way of controlling expenditures.  

Your policy analysis team has been asked by Johanna Duncan-Poitier, Deputy Commissioner, New York State Education Department, to evaluate aid for special education in New York.

NYS Aid Formulas for Special Education

The policy environment for special education in New York State, like that in most states, is complex and often idiosyncratic.  New York has four aid formulas that specifically provide aid for special education students, and several other formulas--like transportation aid--that reimburse school districts for a portion of certain costs that are often larger on a per-pupil basis for special-education students than for regular students. 

Private excess-cost aid reimburses districts for costs associated with students whose diagnoses require that they attend private schools.  These placements are generally the most expensive on a per-pupil basis, although, in total, private excess-cost aid accounted for only 6 percent of all special education aid in 1992-93.  Under the cost-based formula, the State reimburses districts for a wealth-adjusted portion of tuition that exceeds a minimum threshold.  No district receives less than 50 percent of the excess cost, with the average district receiving 85 percent in 1992-93.  

Public excess-cost aid has three components.  The first is basic excess-cost aid, which provides aid to districts based on pupil weights times the product of a wealth-adjusted aid ratio and the district’s approved operating expenditures per pupil (AOE).  The pupil weights depend on the classification of pupils among >60 percent students, 20-60 percent students, and <20 percent students.  Reimbursements are subject to a ceiling and a floor.  For districts not on save harmless in 1992-93, the median aid under the basic excess-cost aid formula was $3136 per weighted pupil.  The second component of public excess-cost aid is high-cost excess- cost aid and is provided for students in programs in which the cost exceeds the minimum of $10,000 or four times the district’s approved operating expense per pupil.  Given the high AOE levels in New York, this high cost excess-cost aid formula essentially reimburses districts for all expenditures for individual students that exceed $10,000.  The third component of public excess-cost aid is declassification aid.  During the first year a student moves from a special education program to a full-time regular education program, the district receives 13 percent of basic public excess-cost aid for that student.  Finally, a save-harmless provision insures that a district receives the greater of the formula public excess cost aid consisting of the sum of basic excess-cost aid, high-cost aid, and declassification aid or their previous year public excess-cost aid received.

These aid formula result in varying incentives to categorize students to receive special education services.
  As a result of differing wealth adjusted aid ratios, aid ceilings and floors, and the save-harmless provision, there is wide variation in the additional state aid that a district receives when another student is identified to receive special education.  For most of the aid, districts receive non-matching reimbursements, although in some limited cases the State matches school district allowable expenditures.  

In our analysis we will concentrate on the Basic Excess-Cost Aid and ignore the other forms of aid for special education (Private excess-cost aid, High cost excess-cost aid, and declassification aid).  In addition, we will assume that the save-harmless applies only to the basic excess-cost aid.  That is, if the basic excess cost aid received last year exceeds the formula calculation for basic excess-cost aid this year, the district receives last year’s amount.  This implies an existing basic excess-cost aid formula as follows:

Existing Basic Excess-Cost Aid Formula=aidable expense per pupil*aid ratio*weighted handicapped pupils

aidable expense per pupil=approved operating aid/pupil (AOE/PUPIL) and not less than $2000 nor more than $7110.

aid ratio=(1-.51*combined wealth ratio).  The minimum aid ratio is 0.25.
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weighted handicapped pupils = (number of pupil outside regular class > 60% (60% PUPILS)) *1.70
 + (number of pupil outside regular class between 20% and 60% (20% PUPILS)) *0.90  + (number of teacher consultant services pupils(TCHR CONS PUPILS) *0.9

Save-harmless.  Actual basic excess-cost aid equals the greater of last year’s basic excess-cost aid or this year’s basic excess-cost aid formula.

Proposed SED Census Based Aid Formula for Special Education

To address various incentive problems created by the current formula, SED has proposed revising the basic excess-cost aid formula as follows: 

 SED Proposed Basic Excess-Cost Aid Formula=aidable expense*aid ratio*eligible SE students 

Aidable expense per pupil=approved operating aid/pupil (AOE/PUPIL) and not less than $2000 nor more than $7110.

aid ratio=(1-.51*combined wealth ratio).  The minimum aid ratio is 0.25.
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eligible SE students=percent eligible*total enrollment

percent eligible=0.12+0.066*(((full and reduced price lunch eligible k-6 (K-6 F-R LUNCH)/enrollment k-6 (K-6 ENROLL)) - 0.20)/0.40) but not less than 0.087 or more than 0.185.

Save-harmless.  Actual basic excess-cost aid equals the greater of last year’s basic 
excess-cost aid or this year’s basic excess-cost aid formula.

The Assignment
You have been asked by Deputy Commissioner Duncan-Poitier to evaluate the current Basic Excess-Cost Aid formula, the proposed SED formula, and to recommend any other changes. (You are assigned to the same teams as for the last memo.) She expects three products. First, a decision memo that address the following issues: 

1. For each proposal calculate total aid due each district in your group.

2. Examine the equity and efficiency of the proposal.  This should include examining the fairness of the aid distribution, examining the incentives created by the formula and the extent to which these incentives correspond with program goals.

Be sure that you carefully take account of the programmatic goals set out in the document, Special Education Reform, from the New York State Education Department.  This and other reference materials are available on the course webpage. 
To prepare this assignment you will need to download the data Special Education Aid Data from the course web page.  This data set is an Excel spreadsheet.  Variable definitions are provided below.  

Second, your decision memo should contain a technical appendix that details your aid calculations and any other analytic details.  Your memo should stand on its own, although references to the appendix should be made at appropriate points.  Your memos should not exceed 750 words (this includes all words exclusive of technical appendix).  
Finally your team will make an oral presentation of the key aspects of your decision memo.  Each team is allotted 10 minutes--the time limit will be strictly enforced.  Please come appropriately dressed and prepared for a professional presentation.  All three products are due 12/10/07. 
 NYS School District Data Definitions

PAD503 SEAid Formula Data.xls file 

	Identification



	Group
	Group of districts your team has been assigned (same team as before)

	DISTRICT CODE
	Identifying code assigned by the State Department of Education.

	NAME
	District name

	

	Formula Variables



	AOE/Pupil
	Approved Operating Expense per pupil (Expenditures/pupil)

	60% Pupils
	Special education pupils who spend more than 60% of their time outside the regular classroom.

	20% Pupils
	Special education pupils who spend 20-60% of their time outside the regular classroom.

	Tchr Cons Pupils
	Special education pupils who spend less than 20% of their time outside the regular classroom.

	Prop Val/Pupil
	Assessed Property Value per pupil

	Inc/Pupil
	Income per pupil

	SE Aid Last Year
	Basic Excess Cost aid last year

	K-6 F-R Lunch
	Number of students eligible for free or reduced price lunch in grades K-6

	K-6 Enroll
	Number of students in grades K-6

	Total Enroll
	Total enrollment

	
	


�  Because the definitions employed to determine if a student should be classified as special education are open to wide variation in interpretation, the issue of whether school districts are influenced by the potential financial benefits of classifying students as special education has often been raised.  For example, Leo Klagholz, Education Commissioner for New Jersey, recently was quoted as saying that “..he believed the rise in the number of children in some categories (of special education) could be at least partially attributable to efforts on the part of local school districts to increase revenues from the state.” (Braun, 1995)
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