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FEDERAL SCHOOL FUNDING: DOES NEW YORK STAND A" CHANCE?

_ SUMMARY

. 1 4 B d

Backgzound

4‘0 recent events, one much more heralded than the other, are
)

apt to change the nature of .the fiscal relaﬁionghip between New
York State and the federal government for decades to come.
. ’
On July 6, 1981 the Court of Appeals, the highest court in

New York State, by a narrow Majority, decided a cage relating to

I3
[l

the role of the State Legislature in allocating federal funds. *

-

This apparently technical and mundane decision attracted little

public interest.

® Three weéks later, the two branches of the United States Congress‘

camé to agreement on the "Omnibus Budget Reconcii&ation Act of 1981," . (
' ¢ ¢ ' -
completing the first stage of the budget process initiated by -

President Reagan during his first term in office/ Passage and

~
-

|
_presidential approval of the Act, tpgether with the political

battles foughtvduring the preceding months attracted a great deal

7

of public notice.

4} Both events will'have a significant impact on the operation

ot‘governﬁbnt in New York State and the nature, responsiveness and

quality of services provided to New ¥Yorkers. Taken together the

effects are &ore complicated, and perhaps compounded. '

In brief, the action by the New York State Court of,Abpeals
decided that the Stata Legislature is entitled to gome control over .
federal funds the state receives. In -effect the Legislature, rather
1 ¢

than the Executi}e_aranch! will now have to appropriate all federal

b
Te

fundg.. Where those federal funds provide ‘broad latitude in their
a \ ‘ - . ‘ ' -

. " ]
* Anderson v. Regan .

e
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application -- ea\do block grantg -- the political battles are

bikely to be-intense. On the national level, the Reconciliation Act

»

lays out the block "grants which Reagan had promised (and probably more
v . .
to come in subsequent years) and gives a preview of .the extensive® , -~

federal budget cuts which are sure to follow shortly.
It should be noted at the outset that the lorg-term consequences‘

of these events are by no means clear. The,final budget for ‘'the rext

fiscal year and the extent of the cuts in federal pfograms as of this

writing has not yet been determined: 'Nevertheless it seems certain

>

that vast changes will occur. In éﬁe near future,, those changes’will

be more the result of the cuts in the total allocations than of the

chgnge to the block grant concept. It is those short term impacts on
-~ ‘ b -
. which this report will concentrate.

Report Scope : ' .

This report focuses on onﬁy a small segment of the total federal
funding picture: _that’ part w@ich deals wiih elementary and sécondary.
‘education in New York Sgate, with special attention g% New York City.
Past federa{ funding gatterns were analyzed within the framework of
the forthcominé program changes. The amount, pr;port}on and tﬁind of
federal education program allocations to New York State and New York
City were examined to pfovide a data base for assessing the elementé‘t;,

A8
and secondary educ&tion block grants and funding levels once those

are established. Particular attention was ‘paid to the portion of the

New York State Education Department budget devoted to the administration

and monitoring of federal programs, since these functions\ife,likely

to be affected by both the block grarts and the new State Leqiflature

appropriation requirement.




- . Findings ) .
s ' Amond the effectg of the change to education block grants this !

. Yeport reveals are the following:

) -
* * ‘
.

The amount of funding available for educational services
will decrease, with Hgy York State and"City likely to . ¢

'fa:e poorly relative to other regions:

T - Nekaork City and State, which have done better on

o . congetitive grants than on formula-based programs, are

likely to lose x‘neyunder the new‘ormulq-b‘tsed block

, grants; ‘ 5 . )

- New gui;].elines for Title I funding m\af‘be baged more Y ./
heavily on to;;1 population than pr;vious;y ;nd-le;;‘
ondneed, thus disadv;ntaéipg New York Cit; and State;

- . - The authority of the states in the distribution. of funds . *

to local education agencies will increase with their new

*

powers to set priorities and guide}ines{
¥ - Séate costs for administraiiot/é;d monitoring will [ .

/
increase to replace functions'previously handled by

federal agencies:"Thus the savlngs predict;d by ‘ . . -
proponents of block grants will accrue to the téderar
’—g » governmenty buf not to the state, and the amouqt of
f money available for direct services will ﬁe diminished;
- Pro;rams fgr the neediest and we;kest groups in many
places are likely to decline as state dgand local offi-

v cia ‘fesponé to the most powerful constituencies; _-

- Thege effects are somewhat mitigated by the fact tﬂat the

el

‘consolidated programs represented less than ten percent
. X .

-
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of total federal education funding, a level which .had been
diminishing, while those remaining as categorical programs

s ‘have been gr ing. Theréﬁore, the FY 1982 authorizations

4
represent only a four percent cut, not counting inflation.

%

However, the President's proposal to further gut actual

~ «

appropriations would bring the total reduction to 14 percent

d or $1 billion; .

- [

- Of this diminished ahount, only 73/pe:cent, the block grant
* .

will be availabl,for local services, since"seven percen‘t

is reserved by the federal government, and 20 percent is

' K . . .
allotted_to state education agengies for administration,

> L. _ )
€ report makes several projections for New York State and City °

’

funding based fon past trends and new or expected guidelineé T
(-\ -
- 1If funds were apportioned to the states according to the
. .
same percentage as their average oyer the last three years, .

New York State would receive an eight percent_incréase -
over 1980-8l1. 1If, hqwever, thgknew fdrmulae are based on
total enrollment ratﬁer than disadvantaged students, the .
New York State portion would decline 1, 8 percent."

*= New York State is unlikely to be able to replace these
lost federal funds ‘because it faces a ‘tax revenue cut as a

" result of automatic changes in its tax rates whicpvare *

indexed to federal tax rates.
's . ..

v
— - \

. ~
i ’

= Based on current authorization levels,tand a Wew York State
* share of seven percent of all federal granté, allowing 20

. percent for state administration, and allocating 58.8

' 3

-~ percent of the availab}e state money;, which would be its
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share if the trend over the last three years continued,

kS . .
A

N New York City's a{location would only be about as much as

t

«
it received two years earlier. .

. A -
Since the Congressional apprﬁfriations are likely to be even less
\ .
'g N §
than the authorizations, the Btate distribution guidelines will be
! » 'l ., ' ) ”
crucial.%o the city. ., Even under the best scenario, however, New

’

York City public séhools are likely to face difficult times under

» the new federal programs. .

4 A

The analysis of the Neg York State Education Depaﬁfment;fSED)
also rev;aJL several disturbing trends: '
o - Administrative costs have risen four times‘taster than the
) total SED budget since 1975.
v - Pederal éunds constitq}e a mach higher, and growing, portion
‘of ‘the ad;inistrative budget than of the totai budget..
Therefore, éﬂ! ;ill be hard pué to replace lost‘tederai funds for
© < administration. The short;ge of fu#ds(for administration will
~ \conpound the pressure already zpplied by the need for new state-level
adminigérative staff tg_handle new reSpons}bilLties noted ea;liera
further reducing service funding. Fin&{ly, ﬁgw York City receives

~

a mach smaller share of state administrative assistance and support
] ‘ - .
services than the size of the district would seem to demand.  Many -

‘( < services which the state provides to other districts at no charge
‘must be funded and provided by the New York City school jtjiet.
L ]
. . : -
] Recommendations i

-

To énsure that New York City continues to receive a fair share
‘ ’

' of federal education funding, and that séhool children receive as

o]

‘\‘1 . -

L] ~
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/possible, the EPP makes -
«\ :’.\ R ,
three recommendations: ' :

¢
" much program service from that funding as

.y ; . €
. N 4 a
- At least 58.8 pexcent of federal funds for New York

X

State should be allocated to New York City, a. fair -

share based on past trends and the higher cost of
{

‘ educating the 54 percent of the state's disadvantaged

children who live in New York City; < ) l

- New state Administrative functions should be funded out -

L]

of .the existing level of,féderal monies for adminis-

trati§h\since these have been growing disproportidnately.

To the greatest extent possible, funding cuts should be

sustained in administration, not direct-,services to

&

¥ © children,

- The City Board of Education and the State Education ' .
Department shpald re-evaluate the services provided to the ’ v
city compa}ed to those provided to other local school

districts with the goal-of a more equitable relationship. (

v

-

* * . ® * ! '

d /

This repért'is organized in three major parts: Part I provides

background information on block grants and on the general implications -

ol

of the federal budget changes; Part II presents data on past trends -

in federal education program assi'stance in New York State and New York '
P}
» . . i
City and analyzes current authorization levels, prqgposed additional

LY .

" cuts and projections of the impact of these; Part IIl examines in

greater detail the administrative portion of the budget of the New

_York State Education Department (NYSED) and the distribution of the

gervices it offers to school districts.

‘

: )
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" PART I

Federal Funding: Background -

t

The budget now being dgveloped\in Washington will likely mark
“a turning point in the hietory of federal assistance. After a

- period of several decgdes of generally increasing support, the ’
Reagan administration' is now acting to reverse the trend. On the
- M ‘- \

grounds that.a large federal bﬁreaucracy aéds another layer of. costs
wasteful of the taxpayers' money, that localities cognizant of their

own most urgent needs are in a better position to determine priorities
g
than are remote government officials, and that a decrease in government

spending is necessary to balance the national budget and improve the

#

condition of the economy, the Reagan administration is moving to

)

L]
accomplish two things: (1) &educe the number of special target -
programs by grouping nj7bers of, them together into more generally

focused priority areas/ called block grants, and (2) reduce the

overall levér\of\federil spending. There is muf speculation that:

President R;agan intends to curtail federal involvement in education ¢

-

’entirely, aiming to return all responsibility ‘and influence in this
area to the states. This view is based on his proposal to dismantle
the Department of Education as well as on the depth of his proposed

cuts in education.support.

-

There is'much debate on the merits of the Reagan economic philo- .
sophy, the aséumptions underlying approval of the block grant movement,
and the long-term significance of the actioh now unfolding at the
'national level. This repof& deals with the near germ future. First
yletlue examine what block grants are about and what they are supposed
J

to accomplish.

.

, | 10
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Block Grants, pro and con . . -

i
% - \

} |
\ Block grants have been defined as: T ' Y ,‘

«« sprograms that seek to fursher Some broad national
purpose in which funds are provided chiefly to general '
purpose governmental units ih accordance with a statu> .
tory formula for use il a broad functional arka largely R
at the recipient's discretion.?! ) .

s
a

kirOponents of block grant consolidations cite a combination

.

of reasons in support Qf them: ) . ‘ 3
. -~
1. Combining separate but related ani sometimes ovérlapping ~
: programs into a single grant program to permit a wide °
range of activities clarifies the broad national purpose
while increasing the discretion of recipients, who have
a better sense of local prioritles than do do remote
Washington bureaucrats, Thus, ‘it’isg argued, block J
grants- increase innovation.

2. Consolidation results in greater efficiencies because it
reduces the federal cost of administering a larger number f
of separate program units,tand it significantly simplifies
the application and reporting requirements of local govern-
'mept agents (since they need to deal with anly one set of
regulations and procedures instead of numerous different
ones). Moreover, block grants are normally designed so as
to keep administrative, fiscal reporting, planning and
other requirements to a minimum. -° ) .

3. Distributing federal funds according to.a statutory formula,
" while Aarrowing the discretion of federal administrators,

-» .reduces the recipients' uncertainty about future funding and
thereby enhances their ability to plan. (Federal distribu- ' v
.tion of funds by formula, it should be noted, means that the
appropriate state agency receives the funds and, in turn,
“is responsible for passing through further disbursements to . : :

local districts.? . ) //

¢ ]

] . . . .
. N
- P [y /
[

I3

B .
\ . .

AN

1 Timothy J. Conlan, "Back in Vogue: sThe Polltics of Block Grant
Legislation,"” Intergovernmental Perspectives,\ég ing 1981, ;
Vol. 7, No. 2, p. 8.. < . -

\ J :
.1




4. Block grant consolidations have, in the past, always meant
one other advantageous'feature: more money. In order to
.win enough political support, to capture the interest
groups whose special programs are to be merged, it has
aiways been necessary to initially increase the total
dollars availaple.

bl \
Por each of the aboze arguments 1n'favor_of block grants) there is

an opposing,one; particularly in the case of the.consolidation

) o
statutes for 1981 pertaining to elementary and, secondary education.

.

l. There are no agsurances, particularly in the absence of.

» strong and clear federal guidelinés, that state and local
government restpients of block grant monies will apply
: " them to the (areas' of greatest need. Whereas special
purpose programs tend to target the needy, minorities
— or other underserved graups, many state governments will”

favor their owrt agendas which serve narrowly, if at all,
the “broad national purposé" or else respond to loéal
majority political pressures. In fact, it was the
- . failure of state and local goyernments to provide for
¢ special needs that prompted the shift of responsibility
’ . to the federal government in the first place. .
' Moreover, examinatidn of other block grant programs‘
: _reveals little innovation resulting from the greater
latitude afforded local recipients.1 . . )
*’4ﬁe claim of improved operational etficiencies and cost
. savings are disputed. A recent report (May 1, 1981) by
.the Congressional Budget Office concluded: -

. N .

“There is some reason to expect that- -

. , e consolidation might even 'increase
’ . . administrative costs and'inefficiency,
. particularly in -the short term.” T
e . Whate;er éavingg are achieved at the federal iével are -+
-7 N offset by the costs which states will incur in filling
N the vacuum. As federal statutes and regulations are A
) . repealed, states will be saddled with the administrative .
x , o burden” of establishing guidelines, determjning the mix
. .
(% : N . . \’/
. . g . oo
. >

) 1 See Conlan and the "Block Grant Briefing Book" (Ad yoc Coalition
on Block Grants, 1000 Wisconsin Avenue N.W., Washington, DC 20007,
circulated manuscript) for a review of block grant program history.

- LS

) ) L . -
- ) . 1‘. Lo .
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b ]
of services, managing,.monitoring and evaluating programs. . ) L
To do this most states will have to expand their adminis- L
- trative structures -- meaninf that state administration
will,absorb a larger proportion of the total federal funds. ,
\ . = .
.Frnarly, the' tendency of block grants to_eliminate and/or
< simplify reporting and other requirements” everely reduces
" accountability\' Data collection on the use of funds is .
often poor (in turn undermining planning apd reporting
fungtions), citizen'gé?ticipation, even when required, is

P

largely unrealized or pro forma, and, in many cases, serious
quest;?ns ‘arise‘ about the equity of the distribution of ~— . ]
* funds. , ' A )

3.+ "...the digtribution-of funds by formula, rather than
competition, creates a sense of entitlement among-local
M ‘ officials, causing them “to resent even the most basic ’
federal standards: . the stress on local flexibility
strengthens this resistance to nation tandards and
priorities, leaving the program vulneraBe to pressure
.against spending funds ‘'to benefit politically weak
= lower-income people:'2 C
: » . =
Moreover, it is arqued, a tendency of Congress to gradually
lower .appropriations, recategorize, or ‘'eliminate block .
grant programs3 nullifies the future%planning advantages .
of formula grants. : '

£

<« ¥

\

4. Wwhile initial blocK grant appropriations alwagf carried . .
more money, often the intention-was to egtact dollar savings . i
‘ later. Regardless of intention, however, once established
block grant allocations after a few years have been reduced,
“™=he program was recategorized into a number of new ones, or
the program was eliminated completely. ) . . -

.

P

The Omnibus Education Reconciliation Act of 1981

Before going on to consider the general impact on elemenfary and
5 v R
secondary education of the block grant consolidation, we should review !l .

the overall legislative process in its adoption, this year's

t

¢ ‘ A
.

1 See the "Block Grant Briefing Book."

2 andrew H. Mott, "Block Grants,"” The 'New York Times, (Op Bd),
. March 20, 1981 .

3 Conlan

)
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modifications, and the extent of the budget cuts which are iike;y‘
+ ' ‘ - ‘ - N

. -

.} to occur. .o . . .

Congr‘iliOnal‘budget approgtiations: The federal budget-setting

process téndq to be confusing-because cdngreés, following the Presi-

+

* dent's submission of budget recommendat}ons, firbt sets maximum

1 spending ceilings, callec}é authorizations, .and, as a second step,

.

fixes the act dollars for each program, called app;oﬁriaqiops.

-
-

Appropriations cannot exceed the auihogizauioﬁs but may be lower.
,The total-amount for each of the separafe programs added up gives
~ ”.\ s

the total budget for a' department, and the §um of those totals give

, .
the total federal budget. This-process of establishing national

) expenditﬁres has growh qoﬁewhit more complicated in recent years R

1

“as additional steps in the procesé have been ugéd with greater *

treqﬁency: 'Raconciliaul%n,“,or comi;g go agreement on, differing

¢ éroposals; 'cagping,' a midyear QecisiLQ\Py Congress t# limit
gram ;xpendiﬁures to the ;mount :aready committed ~-- even though

‘pﬁy betles; than\the amount’ that had been apptopriated; and

&

'reciqipns;' midyear cutbacks in the amount\gf money appropriated
.regardless of whaﬁ/ hag been expéended, are some of these additional
1]

steps.

a

These budget sieps are mentioned here, not just because of their
' C N ©

increased application, but also because of their implications for -
. .
decreased program ding for the coming year -- particularly for

social amd educatid® programs. And, whereas in the past states could

proceéd to plan and operate programs with a reasonable degree of’

-

Cj;}ainti/gece appropriations were established at the beginning of
S— )

14

i\
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the fiscal yedr, the Reagan administratien's pattern of operation

. 4 )
suggests that is:no longer ‘L. ) ¢

This year the ground rules on the budget process were aXered

and it looks like such changes will continue. 1In past years recon-
¢/

ciliation wds used to finalize appropriations. This year for the -

. ) . @
first time the reconcil*etion process octurred at the authorization

——

1

stage while final;zing’?ke programs to be included in the block
. i :
grants. And it now appears as if President Reagan will seek authority

to impouna funds -- thereby effectively reversing rules established -

in 1974 to prevent such actigns -- at the same time as Congress is
. y ‘

-

acting to finalize the budget appropriations. Uncertainty, particu-

-

larly for social and education program planners, and further federal
]

fund cutbacké are the two conclusions which séem assured. .

For the reasons just noted, the overall level of federadfunding

is not likely to be clear until the end of the fiscal year, rather

»

_than the beginning. The extent of the cutbacks to education, however,

is suggested by several known facts. First, the fiscal year (FY) 1982'

. | . .
authorizations for all elementary and secondary programs (consoli-
dated and categorical) represent a 4.5 percent decrease from the
appropriations for this year (FY i981), not considering the effects
of inflation which would further reduce the buying power of those
dollars. Second, the administration reﬁgntly suggested1 that the
final budget be reduced by an additional $700 million which, if

enacted, ‘would work out to a cut in actual appropriations for FY 1982

of over 14 percent -- effectively about to 25 percent in purchasing

' september 10, 1981
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A" powar depending on the inflati;n rate. \Thide figure; are less than
the doi}ar cu£ of 25 perceht wEich ;he administ%ation originally
N adé%i;ted, but even that Leve}'of cuts could still be attained if
b ;”the'inpoundment authority is gianted.
. . Paralleling th;'process of establishing expenditure levels is
t;he process of determining revenues, p{incipally through taxation.
i;e Reaga;«aaministration's determination to cut taxes in order to
conjipi inflation is §4major factor influencin? the size of the égg:l
federai budget. Cﬂinges in the federal tax structure, however, have
N\\\ an impact on state and local tax reveéuea‘a; well as on the national
. budgé’ because most ;tate tax rates are automatically indexed to
’; ;onform to federal tax rates. Thus tax law changes which reduce
federal revenues will have a gide ef?ect of also reducing state
“:tpxevenues.” Ear}y estimates indicate the changes will cost states
$14 billién.! For this re)hon even states which might be inclined

+ to make up the‘difference in program funding by using their own
o money will find it difficult to do so. ‘

An analysis of the dollar impact of federal elementary and
seconda¥y educatjion fund cutbacks is presented in Part II. First
how r, let us examine some of the ways in which the combination

- off fund cutbacks and block grant consolidations are’likely to affect

state and local administration, politics, program operations, and

services to the needy.

'

. 1 as estimated by the National Govérnors Association, and reported
- in the New York Times, August 9, 1981.

ERIC 16
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The impact of budget cutbacks and program congolidation: While
administrations in the past have always had to "buy” support for
v block grant consolidations by increasing the total program dollars,
this year the Reagan administfatipn has succeeded in combining
- programs into blockhgrants'while at the same time substantiall§
- cutting total funds. '

On the other hand, the major federal programs'of shpport to

. ’ o
elementary and secondary education, most gnotably Title 1 for the -

-~

Disadvantaéed, Education of the Handicapped, Bilingual Education,

' -
and Vocational Bducation, which together comprise over 90% of all

. . ) ' - - .
federal education dollars, were not consolidated into a block grant.

(A complete list of categorical and consolidated programs is included

in Part II.) This is important because the constituent interest

groups for those programs will be able to remain intact énd possibly
[

-

levéragg increased funding levels at sgme future time (agsuming that
’ ] : these proarams are not subsumed jinto block grants at a later date).
[t ' ’

. ) . In addition, while these separate progyams have not been funded at

f- a level which would enable services to keep pace'thh iriflation, thus
L4

N far the authorized cuts have not been severe (though the appropriations

are likely to be léwer*)-

r

Nevertheless, for those who are dependent on, involved in or

.

’committed to social programs and public education, the near term

¢ - AN

o
* The Edudation for all Handicapped Children Act (PL 94-142) for
example, has never been funded to its authorized level. See
. Educational Priorities Panel, Special Education Funding: A Story
¢ of Broken Promises (February 198l). ”

3

" N

- .




future looks bleak because of th® cutbacks. Moreover, within the .

. . R e
context of the overall cutbacks, ‘New York State and New York City are

?

likeiy to fare relatively poorly in comparison to other states and
regions in thé nation. Aside from the difficulty in maintaining

services for those who need them most, some additional likel§ con-
sequences include the following:

- Combining block grants with overall funding cutbacks has
the political effect of passing the buck. In essence
Reagan has shifted the burden of deciding between compet-
ing priorities to local’ officials who, in turn; will bear
the brunt of resentment by those who don't get funded.

In short, Reagan gets cregit for cutting spefding and
taxes whide local officials get the heat. »

- The auth;j}fy\af/the states, which are the first recipi;
ents of block grants, will increase as they will have the
power of setting priorities and guidelines.

- The total percaﬁtage, as well as the number of federal
s dollars available, for direct service programs will
decrease as states buttress their administrative and
monitoring -capacities to replace the functions pre-:
\ viously handled by federal. agencies. '

- A period of chaos overwhelming any perceived gains\in
effiolency is sure to occur in mostrblock grant areas.
All block 'grants but education take effect October 1,
1981 which means that states will have about a month
and a half -- virtually no time at all -- to find staft,
set priorities and develop the administrative and plan-
ning capacity to manage their grants. .In this particular
area, New York, like California and a few other states,
has a relative advantage because of the level of sophis-
tication of its governmental structures and agencies.

However, agencies in all states dealing with elementary
and secondary educatioh will be less saverely strained
. than departments dealing with other services. Because -
- of the quirk of the "school year," education programs
are funded a year in'advance. As a result, education
officials will have a full year more than anyone else
to prepare for block grant program changes. ’
- Proqiams for the neediest and weakest groups are likely
.  to decline as state and local officials respond to the
most powerful constituencies.

.

Ay
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- The decline in services, cut-ofﬁs in programs, and the
resultant constituent frustration may well lead to an
increase in litigation on issues such as due process,,
inadequate citizen participation and discrimination.

Any litigation tends to be costly and time consuming and

<

: ) could result in detailed new case laws or obligations
",/”" . ' on the state to appropriate new monies for discontinued

services. ) ‘

- Similarly, special focus constituencies will find it
. ~ harder to maintain an organized voice or presence once
J their program(s) 1s merged in 3 block grant, and even
harder to regain strength if their organization dissfirtes.

L)

There are seferal aspects of the Omnibus Education Reconcilittion
* . - ' :
Act which have implications for New York State and New York City

- //’ esgecially. - o « ! :
e . - .
- Formula-based _grants, in contrast to cozpetitive ones,
are distributed evenly based on an egtablished set of
. criteria. While some school districts in the state
! stand to benefit from such an arrangement, New York
State as a whole and New York City in particular will
'lutfer because they have tended to do well in nationa}
competition. Most of the programs consolidated in the
block grant were competitive. —

. - The‘fedetal,administration has proposed changing the
R - " basis of the formula for counting the sligible dis-
N\ ) advantaged population under Title l. Also, the
guidelines for distributing the formula-based block
rf'grants to states and in turn to localities (the 'latter -
/ formula establisjied by the state) have not been specified
- yet. Those guidelines now provide higher per pupil
: allocations for children whose education lmposes\higher
. than average costs, and include a mix of factors such as
: _ . the number of children from low-income families or numbers
from economically depressed or sparsely populated areas.
Decisions on the mix (and the source of data) will have
jor consequences for the distribution of /funds. 1If
unds are distr buted based on total enrollment with N
- -« lpss attention to special needs, as now seems likely, . oo
’ there will be aldramatic shift in emphasis, with
affluent suburban areas receiving more, and New York
State and Wew York City receiving less. Major cities-
and northeastern states which have been losing total
' population. o' the south but have large numbers of £oreign
lanquage immigrants, welfare recipients and other poor

///// ' people are likely to'receive a ldwer portion of total
funds under these guidelines. \y
(\

Q ’ , 1:)
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N v C
In conclusion, the federal legislative changes whilch are now

evolving are fikelf to create for staée and.16cal Qféic ls a double
b;n;. On the one hand, the decrease in overall funding, compounded
by the effects bf inflation will result in greater conflict ;nd,
competition among spgcial intefest‘constituencias for ligited ’

dallars, greater preusQie on public officials, and more intepse

s
» “

demands for accountability. Those pressures, when d!ﬁpled‘with the

A &

disruptions as well as the larger staffs required to handle the shiff
of reapon&ibility from Washington to the state, and then iocal, .

level will result in larger administrative structures, not cost- -

? ’ N

savings. Increased administrative costs will divert resources

from programs and services. All of this will further inflame the

' a
public anger, thereby completing the vicious cycle.

A ’
/.

.




Federal Education Funding in New York City and State:

J Changes and Projections . .
. » ) \ ' ¢
\ L) . -
/ 5 . This section presents background information on federal educa- B
! - .

tion funging which is likely to be affected by the conselidation of

federal education programs into block grants. It discusses: programs

.

which are being eliminated; past federal education funding for the
’ ' /
nation as a whole, New York State, and New York City; FY 1982 °

catdgorical and block grant auﬁhorizations: and important trends

4

revealed by the data. Fina{ly, it offerg gfeliminary findings. on .

the impact of the Réconciliation Act and formula changes:on education
! " . .
funding. L . . -

National Funding Overview
S .

- -About 30 federal programs h;ve been combined in the ‘education

L S ’

'b10ck grant, as listed in Table 1. thle the total number of .

program; may seem large, pagiiculap}y in contrast te- the nine that

h;ve beeﬁ maintained‘BPPQrately SQne of wh;ch,'Follow-Through; will‘
be phised out over-the next three &ear;), the consolidated programs
conprisedﬁz;ss than 10% of all feder#l educetion dollars in FY 1980.

(Some/of tﬁe 30 programs, it should be ébted, were programg in
) / \ ! .
statute only because they have had no money appropriated~for them

N 3

.for the past few years.) Further, as fhble 2 revealsa, the consoii-
- . ¢

. . /' .
dated programs' funding has dec¢lined since FY 1978 at an ahnpalized

-
A

rate of 7% a year,ldropping from $788 million in FY 1978 to $638 mil- |

lion in PY-1981, and-to an'authorization of)SSBQ million in FY 1982,
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As a percent of total education funding the consolidated prod%ams

- A

dropped from 13.5% to 8.6% during-that four-year perigy (an annualized

-

decrease of 10.5%). These figures indicate that the consolidated "

programs, taken as a group, represented a low and diminishidg priority
among total federal education programs. Their.consolzaation into a
block grant only confirms and continues that trend.

" The programs which are remaining as seéarate categorical programs
-~ . o
have gradually incresased both in sizeland as a percent of total funding ;

over the period from FY 1978 to FY 198l. (See Table 2.) .During that

period the fundirg for Eategorical programs, taken as a group (exgcluding

Follow=-Through which is being phased out), increased from $4,966 million v

»

to $6,359 million, an annualized rate of nearly 9%. Essentially that

¥

rate of increase means program services have just *bout remained even,

Qece inflation is accounted for.

. An analysis of the federal education” grant mechanisms Suggests
that about 95% of the available funds for the consolidated programs

wiﬁxl be allocated by formula instead of competitive gxapts and con-
\ " 1

tracts. Bilingual educgtion, 15% of handicapped education, about
, 2% of vocational education funds, the Civil Rights Act, Pollow-ThrBuEh,

H
and the Womens Educational Equity Program are the only remaining ’
: -, 1 :
categorical pragrams that have competiiive project grant features.

These programs together account for less than $400 million of the

. a®
FY 1982 authorizationa. In dontrast, all but four of the programs
consolidated in the block grant program had heen the compgtitive o

project grant or contract type. As written, 6% of the total block

n
grant program is to be set aside in the Secretary of Education's
. R

‘ S ! 2!)" N o

Q ) . &
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° ' TABLE 1l .
! N ‘ ’
Organization of Educaéidn Programs in the 1981 Omnibus

Education Reconciliation Act and Authorizations
(in $ Millions) )

Program * . ) N FY 1982 Authorization
Categorical Programs: Total: $6,147.32 ¢

ESEA Title I 3,480 ° '

Education of the Handicapped - 1,149.95 '

Voeational Education 235 .

Bilingual Education (ESEA Title VII) " 139,97

Adult Education ) : 100

Civil Rights Act (Title IV) ' 37.1 .
alomen's BEduéational Bquity Program )

(ESEA Title IX C) - ) 6*
Impact Aid 475

?ollowdThrough (with funding gradually reduced -
through FPY 1984 when the program is-eliminated) 44.3
‘ - L]
Consolidated-}Block Grapnt) Programs: ' $ 589.368
ESEA Title II: ' Basic Skills : )
" Titlt III ,Metric Education
. . ' Axts in Education |
COnsuner Education i |
< o Law-Related Education: ' ' '
) ) Environmental Education .
National Diffusion Network B
" Title IV: B. Instructidénal Materials and
- School Library Resources : ‘ \
- C. Improvement in Local
) Educational Practice . ’
' D. Guidance Counseling and Testing ' '
- " Title VI: Emergency School Aid Act (ESAA) )
‘" Pitle VIII: Community Bducation ¥
" Title IX: Gifted and Talented Children
' Ethnic Heritage Program
HEA: Title V: Teacher Corps

P

Teacher Centers ~
, Career Education Incentiveq (to be held harmless 10
at FY 1981 level) .
Alcohol and Drug Abuse Education (held harmless at 2.8

' FY 1981 level)

-

. ‘ {

-

1 Seyeral other programs which technicaily ‘are being eliminated are
not ipbluded on th list because they had no mqQney in recent years

‘' (e.g., Biomedjcal sClences, population education, safe schools) or

* had very little funding, and provided no money to New York State
(e. «ges PUSH-Excel). . .,
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. L " TABLE 2
‘ Federal Bducation Funding: Summary of National Totals
/ bl Consolidated and Categorical Program Groups & Percent Change
| . from FY 1978 to FY 1982

"~

' ’ - , * T
) . | ~ Committed Funds' e | Appropriated® Authopeation? |
) | FY 1978 FY 1979 FY 1980 ’ | . FY 1981 FY 1982 | -
/‘ ’ . . ° L
v Total for Consolidated Programs . ~ " :
. sQ;nclud. Career & Alcohol). $ 788,119,000 $§ 744,669,000 $ 670,290,000 $ 637,590,000 $ 589,368,000
. Change from prior year - - ! ' . =5.5% -Iﬁss . -4.,9% -7.5}
. [ 4 ' X . ‘ N ) . 1 i
! Separat® Programs . . . . ) ' . ..
r;a {exclud. Follow-Through) $4,966,179,000 $5,490,270,000 $6,107,7«§6,000 $6,359,280,000 $6,103,020,000
Change from prior.year - +10.69% . *ll.2s T 4+4.18 -4.0%
L | o . -
All Programs (inlcuding ' . \ -
Follow-Through & Indian Ed) $5,848,117,000 $6,335,223,000 $6,884,949,000 $7,125,650,000 $6,818,388,000
Change N +8. 3% +8.7% +3.5% -4.3%’
/ & -~
{ i . . ’ ) .
Consolidated Programs as a : ) Co \ .
% of Total Programs ' 13.5% 11.8% ol 9.7y 8.9% 8.6%
A" " / N 1 <
v, *
Sources: ; Magter Chart (Appendix 1).

Education Funding Regearch Council, 1981 Guide to Federal Funding for Education.
3 Omnibus Education Reconciliation Act of 1981.

2o
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A
1

Discretioeﬁry Fund which, presumablyp'will be administered on a ] -

competitive basis. 1In the unlikely event that the block graﬁt
. b3

{ .
program suffers no further reductions from its authorized level,

"the totaljamount in this discretionary fund would be $35 million.

]

(a complete listing of pre-Reconeil;atipn Act education programs
with grant meEhanism and elfgible recipients can be found in .

! Appendix 2.) ' . .‘\
‘\ ’ ¢ * ' . o
' Looking once again at Table 2, we see that the authorization

r

. reduces total federal education funds during FY 1982 4.3% not

[} . c LN
counting the effects of inflation, nor the additional cutbacks.

. \
' which will comql "1f the total progfﬁg amounts had continued on a
straight line trend, $7,644 million would have been available in

FY 1982, an increase of 7.25% over FY 1981. Instead, if the adminis-

’

tration's intention to cut $700 million more during the appropriations

process is realized, the total decrease from FY 1981 appropriat‘ons
‘n:‘.) . ,
will be 14% or $1 billion. - v .

‘

How much of this diminished amount:will actually go for direct

services == and how much gor‘administration? Only 73% of the total .

] P4 P . '

appropriation or $436 million of tﬁe block grant will actually be

available for disrribution byzformula to local education egencfes

(LEAs) if the entire authorization were to be appropriated. ’Seven‘
. " percent is.to be reserve; by thélSecretary of Education =-- 1% for
the territories and 6% as discretionary funds :-.and up to 20%_by

-~ state education agencies (SEAs) for adﬁinistration. Given the : .

complexities noted in Part I, it is likély that states will use

the full 20% for administration. *
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\ .
Federa) Funding to New York State

A

Turning now tgo an examination of federal education funding to

© New York State, we find a more erratic pattern. As Table 3A reveals,
education funding from all federal programs increased more than 1§f’
from -1978-79 to 1979-80,* and then dropped 7% the followinz);ear, a
¢ A

het annualized increase of 3.5% over the "two-year period. The
1

pdttern of increase in 1978-79 and decrease in I979-80 was consistent
M .)4 .
for ‘both groups of progrdms -- the categorical ones and those that

are being consolidated. ‘Table 3B shows that New York State received
LT y s L
% a somewhat higher percentags of total federal funds frém programs

.

now being consolidated, primarily'comoetitive programs (an average
* - of 8. 9\ for the three-year period), than the percentage it received
"‘bf the programs which are remaining categorical, primarily formula-

based (7.7% three-year average). While these findings confirm New ,g"
[ 4
—~e. York State 8 relative edge in competitive grants, these programs
,.—e
constitute a relatively smalléiortion of the total federal dollars,

an average of about 13% over the three years. (Thus an increase

or decrease of 8% in categorical program funding affects the amount

- . %
of federal money for York State by only 1l%.)

. - ~
‘Examining Table 3B once again, the projected totals for FY 1982

show that New York State would be entitled to $525 million if the
o d ‘ ) ” .
“ - authorized f§seral amounts were apportioned to the states according’

‘ to th:heyerage established during the three-year period of this

’

3 .ot
A

. * Mainly because of federal aid to complete New York City s midyear
deficit bdil-out. - _ i 4

~ 0

o . | C ‘ ' :2'7
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Federal Education Fundin

TABLE 3A

to Néw-York State:

- , umma of Categorical and Consolidated Program Group Pundin
. - Totals and Percent Change from 1978-1982
5
L 4 » -
2 Year .
Annualized
s Committed Funds'! & | .Change
| 1978-79 1979-80 1980-81 " |
consoliqated B:Aqrama,551,456,ooo $71,872,000 $61,172,000
Change b +17.0% -14.9% -0.2%
Categorical Programs $390,804,000 $450,106,000 $424,215,000
,Change +15.2% -5. 8% "'40.1%
All Programs Y. $453,225,000 S$23,06@,000 $486,226,000
— . . ‘
Change p ., +15.4% ~7.0% +3.6%
- *
; TABLE 3B

New York Staté’federal Education Funds as a Percent of National Totals3

. 3 vhar | Projected |
1978-79 1979-80 1980-81 Average | Totals? |
‘ - | FY 1982 |
$45,381,000
Consolidated Programs, 7.8% 9.7% ‘0 9.18% 8.9% # -25.8%
Categorical Programs '
(exclud. Pollow-Through $469,933,000
& Indian E4) T 7.9% 8.2% 6.9% 27T +10.8%°
: - . $525,016,000
_All EsS Ed Programs 7.7% 8.3% 7.1% 7.7% +8.0%

—h

Sources: Master Chart (Appendix 1).

2 Computed at 7.7% of the federal authorizations as enacted by the Omnibus
Education Reconciliation Act of 1981. Percent change figures are based on

comparigons with 1980-81 amounts.
3 rable 2.

~

v
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analysis. That ampunt would constitute .an 8% increase over the total
fund commitment tﬁg,year? earbier. Unfortunately for New York'State¢
howevers tﬁe effective percentages are likely to be much lower. If the
new formulae are based on 1970 census data,1 for example, ikbtead of on
" disadvantaged students as curreq}ly EFigyred, the total New York portion

'would be closer to 7%, yielding $477 million, a net decrease of 1l.8%

over the two-yeir period. Ag;in, this does not account for any further
N .

The federal dollars available fqr state administration will be

cutbacks, nor the effects of inflation.

.

considered in Part 111%hich is concerned with the cost of administering
and monitoring publi; education in gew York State.

~One other important c?nsequence of the new federal budéet needs
to Be nofed. Although New YqQrk State has a well-deserved reéutatién l
for progressive government and support of the nébdy, it may be powerlessA

#to rescue worthwhile programs from extinction. FPirst, New York State

~

-

is also facing fiscal difficulties which began duélng the late 1970's.
Second, federal tax rates are automatically coupled to New York Statf/
g;xes‘unlels state laws are specificalfy éhanged, which*is unlikely.
v Thus, a side effect of the éxtensive f?derai_iax law revisions will
" be loss of state tax revenues. Preliminary estimates predict a
loss of $55 million this fiscal year, $179 million next year, and
about ;/;I}}ion dollars in 1986 when the transition to the new

federal tax laws is“¥ully completed.?

.

\ ™~ -

S 1 1980 Census data are not yet complete.

2 (citizens for Tax Justice, Impact of Recent Changes of Federal
Depreciation Tax Rules on State Revenues, August 1981, p. 10.

29
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" If New York State ;r the local districts are not able to make up for

t@e loss of federal funds, they may lose even more federal funds.
This is because‘of a federal maintenance of effort requirement which

‘pen{i‘fes'districts éor fa{lure to maintain expenditures at 90% of
;he previous level. Thus, to protect children's services as well as
funding levels, it is even more important for New York City and State

\v//to maintain spending levels. )
. . .

In summary, while it will be very difficult to find new sources

of revenue to pay for projected gaps in services, it is critical to

.

do so.1

. « Pederal Funding to New York City

* Y
r As is the case with overall federal funding to New York State,

L

r federa% education grants to New: York City for both the categori;al
and consoli@atga groups increased dramatically from 1978-79 to
, 1979-80 and decreased the following year. ‘Nevertpeless, overall
there wasfan 8% annualized increase over the two-yeai period, gs

shown by Table 4A. Somewhat surprisingly, unlike the pattern £3r
[} M . 7~
-all of New York State, New Yoi;/SLty secured proportionately €ewer

. | .
dollars from the largely compefitive consolidated program group

than it did from the predominantly formula-based grant group. K This
. is because of the large concentration of educationally depri;ed

students in New York City whose presence entitles the city to large
//~ ,
} \
. — 4
128 a part of this study the New York City Education Construction
- Pund was examined as a possible source ef revenue for education
in New fork -City. It was determined that the EFC will not be a
viable source of income to the New York City Board of Education
" at least for thae foreseeable future. For a report on this subject,

A see Appendix 4.

. . ) {-
6, “ . 30
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. J : TABLE 4A-
Federal Bducatio.n Funding to New York City:
Surma of Categorical and Consolidated Group Fundin
. Totals and Percent Change from 1978-1982
N
I . ¢
N 2 Year
. T , Annualized
. | Committed Punds' - i Change
. |~ 1978-79 1979-80 1980-81__| 3
¢ / . . .
Consolidated Programs §$ 30,012,000 §$ 34,301,000 $ 28,621,000
Change ’ ’ - +10.6% -1606“ . -2.4%
Categorical -Programs 204,254,000 248,588,000 245,886,000 f
Change : +21.7% -1.1% +9.7%
M1 Programs 235,354,000 282,967,000 274,595,000
Change ' o +20.2% - -3y +8.0%
. .
- N
TABLE 4B v
’ New York City Federal Education Funds as a Percent of
: . New York State Totals*
Projiction
' . - . 3-year based oh 3-year
1978-79 -1979-80 1980-81 Average Trend
Consolidated Prog. i 48.8% 47.7% 46.8% 47.8% 44.8%
Categorical Prog. (excl. Follow- . i
Through & Indian Ed) 52.3% 55.2% . 58.0% 55.2% 63.7%
All E&S Ed Prog. 51.9% 54.1% ’ 56.5% 54.2% 58.8% |
Sources: | Master Chart (Appendix 1). ) - ’
) 2 7rable 4.
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amounts of formula-based funds; Of all the federal schooi aid New
(

York City received during the three-year period, 11,8% wefe competi-

tive grant funds, while l%.Zt of federal funds the state received
were competitite,

Table 4B shows that Ne’& York ciky received an average of more

than 54% of all federal funds committed to New York State during the
2 a

three-year period, an amount roughly equal to the percentage of the
L) LS

stare's disadvantaged children who attend school in the city. Table S

&

compares New York City enrollment as a izjcent of the state total
for selected population groups to the federal prqgram funds tafgeted

pd _to the corresponding need area. However, this percentage does not

4

- L4 {

reflect the higher costs associated with educating children in New
~ {g;k City, estimated to be about 12 percent above the statewide

average.1 Therefore, 54 ‘percent of state funds for éisadvantaged
AN

children does not represent a fair share.

-

New quk City public schools are likely to face difficult times
"under the new federal éfograms. If, as we have projected on page 25,
lt&t; funds are appo;;ioned on the b;sis of total enrollﬁeht, and New

) ’

York State receives 7% of all U.S. funds, it will get $477 million.
After subtracting 208 for administration, or $8.é§ million, only
$468.75 mig;ion are left for distribution to the districts. Further-
tore, if New York City received‘sﬁlst of the available state monex,

based on the projected trend, it would receive $275.6 million in

federal money, virtually the same as the amount received 1n~l980-81,

v .

i ~

’ . !

A Wendling, Wayne, "Cost of Education Indices for New York State
’ School Districts, Discussion Paper,” Prepared for the Task Force s
on Equity and Excellence in Bducation, October 25, 1979, p. 9.

0. / .o T 32 | | RN
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. ‘ ‘ 3
two years earlier. To be even.mofe pessimistic, if New York City

fe;e}ves 56.5% (the same as its 1980-81 3yare) of the stafe total,

it will get $265 million, a decrease of almost 4% from 1980-81,

nét counting the effects of inflgtion. A 54; share (based on the
thee year average) would yield $25§ ﬁillion, an Bt'qut. Furthermore,
{ the federal appropriation; 11 surely be less than the authorizations
already enacted. Including the President's new 12% proposed reduction,

4

the city Office of Management and Budget (OMB) has compared projected

- ¥ . \

federal Board of Education funding with the city's financial plan
for FY 1983, OMB found a gap of $80.5 million or a loss of 23% of
the federal grants it had expected for that year.1 Therefore: the
distribution guidelines adopted by New York State will be very

¢ significant to the city.

. ) ' ;\_/// .

~
’

§ .
‘ i 1 office of Management and Budget, "The Impact of the Reconciliation
Act and the President's New 12% Reduction Proposals on Services in
. New York City," Oc¢tober 15, 1981, p. 16.
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r TABLE 5°

- " Comparison of New York City Pederal Punding and Public School
Enrollments to New York State Totals in

Selected Categories (by percent): 1978-79 to 1980-81

.

.

Federal Funding: Master Chart (see Appendix 1) and Table 4B.

: ‘ I I A
. 1978-79 | ) 1979-80 | 1980-81 < Average
| | Pederal | | | Pederal | | Pederal | | Pederal |
Program Area | Enrollment | Funding | Enrollment | funding | Enkollment | Funding | ﬁ;rollmentgl Funding |
Total . ‘ 32% 51.9% 32% 54.1% 338 56.5% 32% 54.2%
“
Disadvantaged* 53% 58% 54y 60% ) NA 59% NA 59%
Handicapped - 31s 29% 32% 328 36% 424 33 34%
g Vocational EQ 28% 138 31s 39% 38y 43¢ 32% 32%
Bilingual 89% 77% 89% 674 / v88% 924 89% 79%
L
N :
* Note: As indicated by the limited measure of the ‘humber of students receiving public welfag!! --
. ' L
*\j>ourcea: Enrollment: NYS Education Department, Bureau of Educational Data Systems (see Appendix 3). )
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PART III

A . State Bducation Department
Administration Costs and Seryices

, With a decline in overall funding levels, the amount of money

devoted to central administration and program m&nitoring instead of

N
13

program services becomes even more crucial than before. The issue

'if all the.nore importan? because of two other devélopments noted
earlier in éhis report. First, the New York. State Court of Appeals
rpled that the State Legislature has the right to apprépriaée
federal as well as state revenues.  If order to carrf out this
tdnction the leglslatdre ;111 probably create a new layer of staff

- to advise on and monitor pelicy. Ahd, second, the new federal

block gremtsg progratf are likély to leave an administrative void -

~

at the federal level which states will have to fill. Although we

have no estimates yet on the costs of these functions, it seems
s y

probable thgt most of the 20%¢ that the education block grants

permitted for state administration will be absorbed by these dual

-

. ?

5 developments.
With this.as background, let us turn to an examination of the

administrative portion of the budget of the New York ‘te Education
Department.

-

‘ .
. New York State Education Department: State Purposges Budget

Budget, background: New York State Education Department (NYSED)

budgets were analyzed for the four consecutive years from 1977-78 to

1980-81 with partiqplaf attention to the "State Purposes” sections

that relate to elementary, secondarf,and continuing education. State.

: .- s 526 /
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purposes, with a few exceptions, pertain to administration, planning

and program management. The Governor's Executive Budget, organized

-«

along the same divisions as are the program operations of the NYSED,

has two sections that are particularly relevaﬁgato this analysis.

v

One deals with the functions of elementary, :econdary‘and continuing
education (BS and C), and the other with central administration at

‘'NYSED. Thus, NYSED has two levels of administration. Centfal. ’

- l

aﬁnihistéative functions‘encompass ES and C education as well as
. 8V othér division within the NYSED (higher and,professi;nal 1.4
educ;tion, cultural education, and vocational rehabilitation). Since
the total budget for ES and C, includip; state purposes and l;cal

assistance, constitutes about 94% of the total NYSED budget, one can

4

assume that a substantial portion of the central administration budget

is devoted to ES and.C education. Therefore, the budget totals and

L 4 . .

trends for central administration and ES and C education administration

were examined both separately and together. Appendix 5 presenté a

’

S
complete table with state purpose expenditures over the four-year
- N L™

period, percentages of totals, and changes over time.
. .
It should be noted at the outset that this analysis was strictly
budgetary -- we did not investigaté the reasons for thHe cost and
14
-axpenditure patterns we uncovered, nor did we look at the efficiency
or effegtiveness of SED management. There may be a variety of €xplana-

tions for the growth in administrative costs described below; we did

not pursue them at this time. 'Howéver, when we embarked upon this
study, several SED officials predicted we'd find a "lean administga-
tion,” one that had been significantly pared by the state's fiscal

constraints since 1975. 1In fact, that is not what we found at all.

. 37
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Pindingg .

An analysis of the NYSED budget reveals a number of trends which

provoke concern, particularly in the context of the developments in

.
» S

federal education fundirg. Summarizing major findings:

l. Budget allocations for central administrative functions
have been rising four times more rapidly than the total
budget for the department. -

2. Administra®ive allocations for ES and C education have
been rising pearly 1 2/3 times more rapidly than the
total budget

t 3. The increases in nistrative budget alloecatigns have .
not been matched by corresponding increases in staff; to ¢
the contrary, total departmental }mrsonnel levels have
remained substantially unchanged over the three-year
period and have riserf only slightly within the state
purpose administrative function areas.
3 -
4. Pederal funds constitute a much higher percentage of
administration expenditures than of the total depart-
mental budget. Stated differently, federal funds
accqynt for a mich higher portion of administrative
allocations than they do of program funds which pass
through the department to local districts.
N S. Pederal funds, as a percentage of ES and C education
administrative costs, have been rising. @

¢
v . ’

Before examining in greater détail the data which led to these
conclusions, let us_briefly note their significance- . ‘-
Pirst, rising adminiftrative costs during a period of general
fiscal retrenchment put greater pressures on the remaining program/
service funds (and vice-vegsa). The fact that the administrative
allocation increases do not correlate with expansions in st;ff

suggests that they are instead linked to increased costs for the

same level of services, particularly salaries and eneigy costs.,




Second, the NYSED may well find itself in a financial bind

»

because of its increasing reliance on federal moniss for administra-~

tion if additional fedegal education cutbacks are severe, . ES and C
N

and central administration consumed over $27 millionflbf federal funds

in 1980-81.

Now let us égyi%w the™data in greater detail.

[2

., Table 6 shows that4,!Eget allocations for bdth central administra- o

-

tion and ES and C education administration have been increasing over

)

the period from 1977 to 1981. Of the two function areas, central

administration allocations have been rising the fost rapidly, mat an ' -

- .

-

annualized rate of 25%, over twice as fast as the ES and C rate of ~

-

+ increase whi;h/ggs‘been almost 12%., During this peiﬁod, total central
administration funds have almost doublad, going from $14 million to
‘nearly $28 million, while the cost'of ES and C ‘administration has

increased from $23.4 to $32.7 million. ) o
. - .

) -

As Table 7Qshaws, total ES and C funding duriné this period has

increased at a rate of 7.2%, virtually the same as,the rate of increase

0 - . .

‘ for the total™departmental budget (7.3%). This :até,'however, is

.

only about 60% ag fast as the growth in ES and C administrative
-
allocations (11.8%) and one fourth as fast as central admbnistrative

~

allocation growth (25;),~as ;evealeé\in Table 6.

Table 6 also shows that a substantial and growing portion of
the administrative costs are-being &harged tb faderal funds. This
portion has been increasing at an annualized rat; of over 2%, growing '//////7" .

from 42.6% in 1977-78 to 45.3% in 1§80-81. The figures are particularly

-

3Y
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-

TABLE 6 . .

ork State Education Department State PUrposes Allocations and Trends, 1977- 1981

. \\Elementa:y, §econdary and Continuing Education and Departmental Totals

($ in thousands)

N

RJ/‘Source:

. A
1 ‘ .
. N ‘4
.

o - :

-

. - .
Based on data presented in NYS Executive

N~

.

Budget For FY's 1979-1982, inclusive.

Also see Appendix 5.

—

' - - | . | Central
‘< Central Admigistration | ES and C Ed Admin. | ES & C Combined
g L State //—’Fﬁﬁéral | ® State Federal | | State Pederal -’
1 * Funding Funding Total | Funding Funding Total | Funding Funding Total
Total dollars ‘ / o i
(in thousands) - .
1977-78 4,401 14,211 11,794 11,645 23,439 21,604 16,046 37,650
1978-79 5,735 17,938 13,436 13,383 I 26,819 25,619 19,118 44,751
197Qi80 . 5,@74 17,855 13,890 16,837 . 30,727 25,871 22,711 48,582
198?-81 QI446 27,802 14,124 18,602 32,726 33,480 27,408 60,521
- - ‘ -
P
Changé {in %) from ' 0
prior xeir - j |
197778 to 1978-79 24.2 30.3. 26.2 13.9 14.9 14.2 18.6 , 19.1 18.9
197899 to 1979-80 -1.7 , 2.4° =05 T 3.4 25.8 14.6 "1.0 . 18.8 8.5
1979-80-to 1980-81 61l.6 43 55.7 1.7 10.5 6.5 29.4 20.7 24.6
Annualized rate of ) / ' . .
Change over 3-year . ' -
period (ih percent) 25.4° ° y_.g\ o251 6.2 16.9 11.8 15.7 19.5 17.1
L4 . A
1 B - .
n Federal Funding as a ) ]
Percent of Total .
Administration Ve e . - -
1977-78 .y . 310N . 49.6 42.6
1973-79 o 32.0 . 39,9 42.6
1979-80 . '32.9 - ' 54,7 ’ 46.7
:1980-81 30.4 56.9 45.3
3 year rate of change -0.6% 4.7% 2.1%

41
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J ’ . ..
dramatic for the ES and C administration functions. While just under

half that division's adminidtrative costs were charged to federal funds

-~

in 1977-78, the percentage increased to nearly 57% by 1980-8l1 == a

total of $18.6 millio; in federal monies.

~

Moreover, a comparison of’Tables 6 and 7, summarized by Table 8,

£

o 4 .
demonstrates that the increase in the proportion of federal funds

allocated to administration has not béen,paralleled in program monies
as a whole. Indeed, for the four-year period, federal funding has
maintained an even level of 14% to 15% of total

.

been true for both the departmental budget as a

rd

nies. This has ) .

hole (14.7%) and~

“ A}
for the ES and C division budget (14.1%). 1In eac% case the annualized

increase in federal monies as a percent of the totsl budget was

less than 1/2. a percentage point. In contrast, as was noted QPove,

the portion of federal monies allocated to ;&l,aﬁministration has °

been increasing steadily.

.

N a

Table 9 shows that, desplite the thcreased administrative costs, :

the budgeted number of staff working in central administration and

.

in the department as a whole has not increased. Indeed, there was

’

a slight overall decrease in total deparémental staff pbsftions,

%

from 3,971 in 1978-79 to 3,944 in 1981-82. Central administration

staff increased by only 16 == from 511 io 527. The ES and C division

on the other hapd, realized an increase of over 100 staff positions ==

' 4
from 848 .to 950 during the period -- a 12% increase overall and an

~/ "
annualized rate of 3.9%. This was half the increase in total*ES and C

division fuﬁds during the period (23% -- an annualized rate of 7.2%).

. : N\
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4 X . . TABLE 7
[ - ’ -
+ - - ~
: . - -
B - »
Fedéral and Total Funding From all Sources for Education Department Programs in New York State

4
3 . ~ Changes, and Trends: 1977-78 to 1980-81
i ' ($ in thousands)
i . ‘
by , .
’;' L ' . Total ES & C Funding ~ Total NYS Ed. Funding
. ‘ . Federal Federal
‘ Funding Total Funding Total
Total Program Dollars o ’ . ’ <
1 (in thousands) ' :
g ’ . 1977-78 530,084 3,763,309 '\ 589,326 3,998,744
. % T1978-79 545,486 3,896,986 608,954 ' 4,153,612 ‘
? 31 1979-80 Q ’ 566,209 9,109,363 635,292 ’ 4,380,017
: ©1980-81 . 662,635 4,636,818 . 729,440 - 4,932,747
- e - ’ / >
Change (in %) from prior year . - . .
e ., 1977-78 to 1978-79 Y 2.9% 3.6% ‘ 3.3% 3.9%
<~ 1978-79 to 1979-80 3.8% . 5.4% 4.3% : 5.4%
1379-80 to 1980-81 M7.0% 12.9% . 14.8% 12.6%
# "ol .o - . ‘ k'
» o . : .
,;%;{bnnualized. rate of change - g .
. gyer 3-year period o . N
y ﬁt,gn;‘percent‘) - . 7.7% 7.2% . 7.4% 7438
* ‘. ol ' .
., Federal Funding as a % of Tptal N )
1™ 7-78 - 14:1% <L 14.7%
1978-)? 14.0% ) T 1l4.7%
1979-8 : ' . 13.9% ' 14.5%
. 1980-81 - 14.3% 14.8% v
R : - ' 44
, ; Thre%-wh‘r rate of. change 0.5% . 0.2%‘

\

Source: .Baged on NYS Executive Budget for FY 1979-1982 inclusive. Alsb see Appendix 5.
el

——_ .




&
| Federal Funds ags Percentage of
Selected Functional Budget 4in the
NYS Education Department: Trends from 1977-78 to 1981-82
— - =
! - = v 1
. L . Annualized
' » 7 Ratea
1977-78 1978-79 1979-80 1980-81 Change
Administration: *
- Elenmentary, Secondary , .
& Continuing Education RV J 49.9 - 54.7 56.9 4.7
- Central Administratiog 31.0 32.0 32.9 30.4 -0.6
- ES&C and Central Combined 42.6 42.6 "46.7 45.3 2.1
Total Program: .
- Elem. Sec. & Cont. Hd. ®14.1 14.0 13.9 . 14.3 .0.5
- Total Departmental 14.7°  14.7 14.5 14.8 0.2 X
’ L.
« .
o, ) v
, Source: Table 6 and Table 7. ®
kY
[ - <~
(-
T o .
3 1 .
. (
: . < ,
a «©
|
- - ,\\
ro N ,,
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/
) ‘More dramatic than the net changes in departmental manpower:

overall, however, have been the changes in funding for these positions.

~

In short, a steadily increasing number of staff members are being

o

paid out of feaeral funds. Table 9 reveals that in each of the
¢ / 5
functional areas examined -~ central administration, ES and C, and

the departmental total =-- not only has‘ﬁhe number af stgff members
budgeted o;t of federal funds increased annually, but the ratio of
federally funded positions to total positions has also increased
annually -- atjan annualized ratelgf 7% for central administration,
1% for ES and C, and 5% for the departmént as a wholé. In 1981-82
o;e: 50%" of the ES and C employees and ;ell over a third of the
total department will be paid out of federal‘funds.

As was noted earlier, this large and increasing dependency on
federal funds for the opefation of the\department during a time of
federal fiscal retrenchment presents a clear danger.

(On the other hand, federal funds which have been allécated to NYSED
administ}ation still constitute a relatively small though steadily
increasing pércentage'of the tatal federal funds which pass through
the department =-- about 4%, up from under 3% in i977-78.)

An additipnal question that arose when“we looked a£ the NYSEb//§
budget was, "What services does the’Department prSVide to the New York
) City school district,'and how do they compare with those provided to

other local school districts in New York State?™ Certainly, if the

Department's capability to prévide these services is going to be stretéhed

to its limit, it is important that they be ‘distributed equitably among~

the districts.' As the state further defines its role during the cdming
. ! .. kd

changes in federal funding, it must also keep in mind the following facts:

: 16 -
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TABLE 9 ‘.

< ~ . Qk R
NYS Education Department Staffing .
Budgeting of Pogsitions by State and Federal Funds
1978-79 to 1981-82

Federally }
. Positions Funded Positions
State Federal .Total . as % of Total
Centrallhdmin.
1978-79 445 66— S11 12.9% ~
1979-80 ) 454° 72 526 13.7%
1980-81 . 448 77 525 14.7% . ~
1981-?2 444 83 527 15.8% -
3-year annualized ’ . : ' .
change ’ ' -0.1% +7.9% ' +1.0% 7.0%
ES & C Ed. . ‘
1978~-79 " 425 423 848 49.9%
1979«890 . 430 446 876 50.9%
1980-81 425 469 894 52.5%
1981-82 460 490 950 51.6%
3-year annualized ’ . )
change +2.7% +5.0% +3.9% l.1%
, o - B L
Total SED . i
1978-79 2,709 1,262 3,971 . 31.8%
.1979-80 2,746 1,318 4,064 32.4% <
.1980-81 2,560 1,3%7 3,917 34.6%
1981-82 2,493 liASl 3,944 36.8%
3-year‘hnnualized
change "’207% +4. 7% -002% 500%
) ES&C as % of Dept. Potat - —————— - - —— o P T )
1978-79 15.7% 33.5% 21.44
1979-80 15,7% 33.8% 21.6%
1980-81 1606% 340 6‘ 2208%' -
1981-82 18.5% 33.8% 24.1% . : Ve

Source: NYS Education Department, Office of Fiscal Management (Phone, 9/2/8l).
See also Appendix 6. ' :

- [N
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1) Many statutes (iaws and regulations) differentiate the

‘. ~ M R ]
treatment of New York City from other school districts in the state.

’ .

Some of these appear to relate to economies of scale (e.g., the

establishment and operation of a separate retirement system for

-

teachers) and others seem to address proﬁlems particular to'this

. /

uniquely large city (e.g., taking of school census, method of

-

conducting of annual audits). In a number of areas, New York City
has established offices to oversee functions which the State Education
Department handles for non-city school districts: e.g, curriculum

development, integration, all functioﬁs dealing with school facilities

-=- planning, specifications, development, operation and maintenance

services. In order to maintain theseadditional administrative

'y
offices, NYC Board of Education has to allocate funds from its own

budget while non-city school districts receive services free from!

'
7 the NYSED. . .

, *2) Personnel at the state Education Department frequently cite
‘the special attention and services provided to New York City. For
example, New York City represents an entire occupatiorial planning
region by itgelf and has a similar designation for categorically

-~

funded programs. ‘Data coliection, technical assistance, and workshops

which are generélly provide& to groups of school districts must be

) taﬁtgted for New York City alone. However, considering tPat the city

enrolls-one-third of the state's public school pepulation, it is

hardly surprising that,this school district demands more time and

services than any other district. (The second largest of the state's

’

Z‘R schooi districts has an ‘enrollment that is only 5% of New York

Jg & -

' 3 L

N
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City's.) In fact, by designating New York City as a single Local
, ' ~
Education Agehcy, and not dealing with community school districts

separately, the SED has probably achieved a major economy of scale.

Fa
Similarly, the extent of SED involvement with New York City's

special ~edufation programs reflects t;e concentration og the stite's
.spesial populatiéﬁs in New York City. Once again the ibility to
».deal wiéh one di;trict representing 36% of the state's handicapped
stud;nts‘should ease SED's administrative burden, rather than
increase it.

3) The NYSED has established a_{;gional office in NYC which )
processes and mQpitors some 13 categories of funded school programs
(the largest of which is food management and nutrition) and provides
a very small amount of technical assistance. This office currently
has 87 employees. Other administrative -functions are carried out
in Albany. Howe;er, this office constitutes only 9% of the 950 RYSED
staff devoted to elementary and secondary education and only 2% of

the entire department. Again, this compares to the fact that a
third of the public school students in the state are enrolled in
New York City schools. -

This issue of equitable distribution of state services to
— ’

P

New York City goes along with our concern for equity in the distri-
bution of federél funds.- Both must be addressed in the com;nq

months.

— 19




-43- ' ; . r
- PART IV .
Conclusions ~° ‘ ot
- ~
fhe changes now going on at the federal level do not-bode well -
for the support, coordinatién, and delivery of public services, w;th
public educati;n in New York State no exception. New York City.
v
schools could be hit particularly severely.qlThe major problem, of
course, is the substantial reduction i;x total dollars, an effect ’

exacerbated by inflation. Moreover, the.fhanges in Pederal l;gi3{§tion
and the court-required changgs in the appropriations decision process
will confound the situation even further. In effect, the entire
governance structure for coordinating services which receive, or are

lad

influenced by, federal monies will be altered.

—
~

S~

These governance structures carry out policy making, implementa-
* tion, and evaluation functions according to their stated missions.

Thege three functions are served by a fourth: planning. All four of
. v
these functions will be affected by the reductions in money and the

changes in law. Using this framewé;k to summarize some of the,

-,

pointé?‘gge earlier in this report:

1) The ﬁission, or who is to be served in what relative order

-

of priority, will be modified. Needy groups are/likely to suffer.

2) The policy-making function, decisions on resource qllocation,

.

is shifting from the federal to the state governments. This will be
particularly true in New York State where, as a result of the above
) T

mentioned court ruling, struggles between the Legislature and the

4 T
Governor's office fS; authority 4ver federal funds may further .

compli®ate the process. Furthermore, the expanded advisory staff
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needed to sort out the new procedures will aﬂ%orb ;% increased share

* of the limited funds. },
. . ~

C“%) The implementation function is also likely to require more

-
-

state level staff becauée of,thé Idcreased responsibility for funding
decisions.thus reducing funds available for direct services.

Moreover,{a spat; of lawr~suits trigéeréd by the loss of funds
and necessary sefvi;e r;ductions will keep the administrators busy '
defending the state's position.

4) The evaluation function, reviewing and auditing programs,
particularly in the short.run will p;obably be viewed as less
impé}tant than getting programs launched. This,‘however, will

leave the state open to charges of waste, abuse of power, etc. and

]
could lead to more lawsuits and costly investigations as interest

- -

groups and localities seek to maintain funding they need and feel
entitled to.
4 5} PFinally, the planning function is likely to be thrown into
chaos. PFirst, the.chaAges inherent in the block grants and the Ne;
/ ' ¢ York court ruling have come suddenly, and virtﬁally simultaneously.
Second, budget; seem no longer to be stable and fixed, but rathe;
' " uncertain and in flux during the course of the fiscal year, with
thé‘;esult that actual budget appropriatsions are not knqyn until
the end of the budget year. In such a context planning attempts
v ,
are futile. !
-In sum, pressures to decrease service dollars will result from

L

‘a number of factors: lower federal appropriations; pressure to

. .

-increase state level administrative and policy advisory staffs;

inflation; lawsuits; poer planning; and concomitant decreases in

~ [y

- : . A
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sfate tax revenues resulting from federal tax cuts. In such a

context one might expect that localities, in their search for new
1

resources, will not only fight harder for every dollar but will

-

A L]
invent "creative financing" mechanisms (such as a greater reliance

1

on debt to pay for current operations), some of which could pose
long-térm dangers}

. In this new political environment, New Yogk City will have to

be vigilant. As the iérgesﬁ single entity and recipient of federal ;7

as well as state fundg} the city has a great deal to lose from the

*

changes. Cities remain a popular target of abuse with little public
.-

appreciation for the needy groups which are-toncentrated within“their

boundaries. New York City has always had to fight for its share of

1

services from the state. ‘

>
] |

' The Japanese word for "crisis" is composed of two symbols which
taken by their parts mean "a—threatening opportunity.” Perhaps it
is premature(to label evolving‘events a crisis. Ehey are nonetheless

threatening to public education. And it will take all the resources

o .

and imagination gyailablelto New York City as well as New York State
education officials and advocates to turn them into realized-oppor-

tunities. . . -
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TEDEAAL EDUCATION PROGRAM GRANT CORMITRENTS: hd
STATE, AND WEW YORK CITY TOTALS ° .
‘e
Sourcee - Wew York Clvy iad Nev Tork State vodlral Totels roprletions
{onlens woted - ry 1919 rY 1979 fr roee v 1970 Y 1979 rY 1980 re 197e rY 1979 Y 1980 75 toa1? -
. S1tteremtly) (1979-79) (197%-80) (1990-91) (1979-79) (1979-90) (1980-81) s
Separste Progrees 4 b . .
Title 1 LV 146,764,000 179,562,800 162,094,099 731,419,000 299,142,000  273.3294800 2.713,261,000' 2,807,163,000" 3,213,593,0007  3,457,770,000 .
Sandicapped 2,3 12,090,900  14.9)9,009 20,932,000 3,339,000 €22,023,000% 976,637,000 1,049,025,0007  1,097,120.000 '
Yoc td Act 1 16,441,000 19,006,000 41,719,000 41,403,000 615,490,000  681.614,0008 776,000,000’ 172,490,000
S11ingesl 4t 16,091,000  10,000.900 20,327,900 24,217,000 20.494.000 137764k.000 14S 000 186,961,000 132,230,009
Adelt 4 2,3 3,224,900 3,584,000 7.513,000 7,639,000 . 3,614,000 99,799,000% 100,000,000  190,000,.0007 120,000,000 .
Clvil WEghte (Title 3V) ! 1,119,900 1,094,000 1,701,000 1,800,000 2,599,000 [ 10,734,000 ' 16,009,000 43,211,000 43,670,000 .
wegy ' 233,000 5o, 000 1,000 273,990 959,000 7,387,008 7,601,900 9,795,000 10,900,008
tepact Ald (SAFA) ' 22,063,000 19,020,000 26,214,000 30,012,000 34,018,000 40,169,000 733,961,008 _ 734,435,000 _ 744,279,000 __140;88%, 099
=
Subtotel 204, 284,000 zu,mlool 243, 0864000 390,804, V00 " 450,106,000 424,219,000 g 4,966,179,000 $,107, 746,000 §,795, 200, 000
P
Phased Programs . . . I . M
7ollow-The ough ' 2,529 2,897,000 3,097,000 3,906,000 4,284 00 4,035,000 . -58,343,600/ 56,677,000 42,034,000 2
a 'w T - .
. v (e -
Phased Pr ] . . = - .
areer £4 Incentlve ! 990,008 113,000 100, 0007 1,144,000 1,390,000 999,000 19,133,000 19,471,000 14,453,000 \A
Alerhol & Drug Abues ! - - — 343,000 | * 363,900 41,000 __ 1,479,008 1,991,000 3,126,000 3 -,
subtotal 3,821,000 ""’ﬁ“. 3,197,000 s, 393,000 $,037,000 3,377,000 14,608,000 u,au,'m _17,879,000 !
- < - . = -
& : S .
11dated ’ g = :
Title 11 (RI1f/Basic N ' .
skile) Y t o s01,000 ‘949,000 ° 2,259,000 934,000 1,479,000 3,$39,000 ° 20,643,000 26,904,000 0,950,000
Title 111 N ° - -
metrle td ' - 170,000 201,900 119, 0a0? 233,000 273,900 . 148,000263 1,996,000 1,840,000
Acte In Ed ' .. 10,000 20,900 9,900 3e.000 516,000 . 49,000 2.000.000 2,797,800 1,300,000 , ‘ |
Conswser 24 i 437,000 968,000 2¢3,000 934,000 ,000 $43,000 A ¢ 4,013,000 3,992,006 33309,.000
Lov Related’ ' - - 6,000 - - 1%.000 - -~ 998,800,000
Envirormentel ! 216,000 303,000 . 250,000 3,000 - 3,300,000 3,200,000 M -
Hatlonsl DIEYesion . A 1 .
Nétwork : A - 121.000 ,108,000 « v+ 381,000 459.00 - 13,824,002 9,915,000 .
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APPENDIX 3 C o ) :

PUBLIC SCHOOL ENROLLMENT IN NEW YORK STATE AND NEW YORK CITY:
TOTALS AND SELECTED CATEGORIES: 1978-79 to 1980-81

v
i
- 1
i
!

- (Source: NYSED, Bureau of Educational Data Systems) ) ’ -

S
Total K-12 Vocational *___Title I ) Bilingual "__Handicapped
Enrollment % of Enrollment _% of . Enrollment % of Enrollment- % of Enrollment % of
NYC State State ° State State State
Total Total Total Total - Total
19¥8-79 1 .996,577 . 32% 111,421 28% 434,983 53% 125,753 89% 55,454 31%
1979-80 ’ 960,242  32% 119,360 31% 420,963 54% 126,199 89% 59,788 . 32%
1980-81 941,159 33% 135,085 38% NA 122,848 88% 78,944 36%
- » ’ N ‘.
NYS (excluding “ i\ ' : ‘ , C
NYC & BOCES) '
1978-79 2,064,334 227,628 384,806 ) 14,482 | 97,126
1979-80 1,975,522 212,745 . 354,263 15,829\ 99,370
1980-81 1,897,234 - 160,527 NA . : 16,049 " 112,215 o
. ~N
BOCES ' ‘
- 1978-79 22,889 57,296 : | _ 274 29,228
1979-80 22,961 55,686 3 i 154 27,745
-\ 1980~81 - ) 21,978 s 55,349 ) - 314 * 25,1?3
STATE Total
11978-79. 3,083,800 ! - 396,345 819,789 ~ 140,509 181,808
1979-80 ‘ 2,958,725 387,791 775,226 142,182 186,903 .
1980-81 T ~—-2,860,371 . 350,961 ) NA 139,211 216,342
[ a' . f . X ' - i
? , 56
C:S ’ . v —> .
v % S
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APPENDIX 4

. . S

Revenue Potentia)l to the NYC Board of Education of
The New York City Educational Construction Fund

S

-’
Background

The New York City Educational Cbhstru?tidn Fund (Ed?) was
created in 1966 to finance )&d develop schools in combination

with housing or commercial office space. Established as a public
] ’ .

- L 4
benefit corporation, or "authority,” the ECF.was seer as a vehicle
L

for providing ne€ded new school buildings for the New York City B . Co X

Board of Education in aﬁ expeditioué‘and cost-effective way. As a

Al [

public authority, ;%é ECF was able(;o_éperate outside the city‘é
capital bﬁdget and debt lim}t. Aléo, the very'constrain;s of
development in New York Ciiy -- namely the high cost of land --
provided an opportudit; the Eéf was intended to exploit. In brief,
‘the ECF would provigde a lonq—term—lease to a privafe developer for

.
the "air-rights" above?a proposed school; thg&\f!, for the riéht

to build a stfuﬁture n the air space .above the,school building

Y -
within the limits allowgd by zoning laws. The non-school portion

of the devqlopneniﬁ-- a housing or office tower -- would then .

ry * , .

genbraté income to-the‘citf in two ways: first, through lease .
" payments for the air rights;, and second through payments jn-lieu

-

of property taxe§. (Schools, like all public and most not-for-profit
‘
buiihings, are not subject to property taxes. Thus, under most

circumstances, the land on which they are built would be removed

from the tax rolls. Private developers, through agreements with
: i
the ECF, would arrange to pay a negoflared amount instead of property

g

()
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taxes.) Thus, it was hoped EQF developments would offset the cost
to the city of building new schools and perhaps pay for the new

\
schools entirely.

Summary of Current Status

~

The ECF has not fulfilled its original promise and is currently
vieweﬁ yith disappointment by many city anq state agency,officials
familiar with its operation. A highly critical report on the ECF
issued by éhe Staée Comptrcoller's Office, Division of”Audits and
Accounts (June 8, 1977) céncluded:

The ECF did nbt adequately ful£ill the purposes for
which it was established...

The basic concept of building private, income

producing structures over the gchools (piggyback)

so as to make maximum use of ¥Yimited land, derive N
income from the sale or lease of previously unpro-
ductive air rights and obtain tax income from

improved property previously non-taxable, was not
accomplished.

The opinion of the State Comptroller'é Office has not changed
L)

in the four years since that repo;t was first issued.

The issues are quite complicated. The critics of the ECF
érgug‘that it did not produce income generating properties (only'
three of the 13 projects the ECF fini!hed are profitable), it did not
produce schools in areas of greatest need (which tend to be in inner
city, low lgnd value areas), nearly as many projects‘were aborted
ai were completed, the ECF mismanaged and wasted funds, and, most
important, the ciéy had to‘%ail the !EF Eut of near bankruptcy in
1975 because it was not self sustaining.

The ECF counters these charges. Most of the projects the ECF

developed are not income produciﬁ%'because_the greatest need was
.

-
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for subsidized housing. Thus ECF projects served a social purpose
. . t
‘not adequately addressed in the city. It was unable to build

+

schools in high need ghetto areas because.of the realities of real

. \ 04

estate development in the city. The charges of poor management

(some of which they say were petty, some standard practice) were

addressed at the™®ime of the'audit. Ana on the most serious concern

of all, thaé’of income flow and bail out, the EeF arques that it

was the victim of politics du;ing tﬁelcity‘s\1975 figcal crisis.

Thre éCF contends that, og,balance, its revenue éicture is positivg: .

.

although most of it;‘projecté §r9 income loi:es, oné, a downtown
) télephgne buildidg, produces réﬂts °f.$7 million which outweigh all
other losses. That money, now going directly to the city to retire
an $8l million bond issuéd in 1975, will repfesgnt unencumb;red
income within a periéﬁ of six or seven éﬂars, according to the ECF.

Finally, the city is considering floating another bond of about

$50 million in the near future to cover remaining ECF costs.

Summary

Whatever income produced by ECF projectg goes difebtly to the

general city treasury and is onlg‘indirectly dispersed to the NYC

. .

Board of Eduéafion -= in proportionﬁ one may assume, to its share

of the cigy‘é budget. Whether or not the net result of ECF groject}
isl an income contribution or deficit to thercity and/or whether the ‘
subsidized housing prod;ced by that "agency represents a co;t-effective

social contribution are both questions that would require further

investigation.
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