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PROCEEDI NGS
8:18 a. m

DR. G LL: Good norning.

My nane is Doug GIIl. | ama nmenber of
the President's Comm ssion on Excellence in Special
Education and | am State Director of Special Education
for the State of Washington. | welcone you to the
fifth meeting of the Comm ssion; our hearing today is
| ed by the Comm ssion's Finance Task Force, which |
chair.

Qur goal today is to closely exam ne the
conpl ex issues and factors relating to the financing
of Special Education. However, before we get started,
| would like to briefly describe the Comm ssion's
m ssion and activities.

Presi dent Bush established this
Conm ssion | ast October. His goal in creating the
Conm ssion was a sinple one that can be summed up in
four words: "No child left behind.” The "No child
| eft behind" nmessage has becone a famliar and
i nportant one. It is the guiding principle of the

newl y reaut horized El enentary and Secondary Educati on
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Act; and now the phrase cones into play with the work
of this Comm ssion because, as the President has

poi nted out, those at the greatest risk of being |eft
behi nd are children with disabilities.

In our work, the Conm ssion will use the
four foundation principles of the "The No Child Left
Behind Act." Those principles are, one,
accountability for results; two, flexibility and | ocal
control; three, expanded options for parents; and,
four, use of educational practices that are based on
good sci ence.

The Commi ssion is holding hearings and
collecting information to study issues related to
federal, state, and | ocal Special Education prograns.
Utimtely, we will recomrend policies to i nprove the
educati onal performance of students with disabilities.

The Commi ssion's work is not designed to
repl ace the upconi ng Congressional reauthorization of
the Individuals with Disabilities Education Act.

Rat her, the report we produce and issue this summer
will not only provide vital input into the

reaut hori zati on process but also into the national
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debate on how best to educate all children.

The President has charged us with
provi di ng findings and recommendati ons in the
followi ng nine areas: One, cost-effectiveness; two,
i nproving results; three, research; four, early
intervention; five, funding;, six, teacher quality and
student accountability; seven, regulations and red
t ape; eight, nodels; and nine, federal versus |ocal
f undi ng.

Today, we will exani ne three of those
areas, funding, financing, and cost-effectiveness.
More specifically, we will | ook at:

One, how Speci al Education funds are
spent. While the admnistration is funding Speci al
Education at record levels, it recognizes that noney
won't solve all the problens facing Special Education
today. That nmeans we need to | ook at fresh ideas
about how we can better spend federal resources to
i nprove Speci al Educati on;

Two, the appropriate role of the federa
governnment in Special Education programm ng and

f undi ng;
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Three, "cost drivers.” W need to | ook
closely at the factors that have contributed to the
growi ng costs of providing Special Education services;

Four, federal and state regul ati ons and
red tape. We need to review the inpact of regulations
and red tape not only for their potential to increase
costs but al so because they have the potential to
obstruct the ability of schools to better serve
children with disabilities;

Five, the inpact of federal |DEA funds on
state and | ocal education spendi ng.

The Commi ssion needs your suggestions to
hel p us tackle these issues; please tell us about what
wor ks, show us the nodel s.

We will have a public comment period this
afternoon to ensure that everyone has the chance to
provide us with the input. As we exam ne these
i ssues, | hope we can bear in mnd that our goal is to
do what's best for children, not what's best for the
system or what's best for one governnent agency or
anot her.

As Secretary Paige said at the
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Conmi ssion's first hearing in January, "The way we

educate our children reveals our character. Let's
show strong character. No American should be
satisfied until every American child is learning."

Thank you for your interest in the
Conm ssi on; we appreciate everyone who has taken tine
to attend our neeting. We will now open today's
hearing of the Finance Task Force.

| would first like to introduce our two
panelists who are going to be with us this nmorning in
t he area of Special Education cost drivers.

The first is Bill Freund; Bill is an
expert in K-12 finance and is currently serving as
seni or budget anal yst for the Senate Ways and Means
Committee in Washington State. He has worked for the
Washi ngton State | egislature since 1973 and has held
numer ous assignnments in both the House and Senate,
i ncl udi ng public school budgets for 21 years, the
capi tal budget, and revenue and fi nanci al
institutions.

In 1977, after the state's finance system

was found unconstitutional, he played a lead role in
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t he design and inplenentation of a new K-12 finance
system over a number of years. |In the area of Speci al
Education, M. Freund has participated in the
devel opnent of two separate funding formulas in 1981
and again in 1995.

Qur second speaker is Dr. Stephen
Chai kind. Dr. Chaikind is professor of Econoni cs and
Finance in the School of Managenent at Gall audet
University, a position he has held since 1989. He was
named Gal | audet University's Distinguished Faculty
Menber for 1997.

In addition to currently initiating a
project that will study the econonm c and financi al
factors that affect, and are affected by, the deaf and
hard of hearing community in the United States, Dr.
Chai ki nd researches issues related to public finance,
budgeti ng, and the econom cs of educati on.

Dr. Chai kind received his Ph.D. in
econom cs fromthe Graduate School and University
Center of the City University of New York and al so
holds a B.B.A. and M A. degrees from Baruch Col | ege

and City Coll ege of New York, respectively.
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So we will begin the testinmony this
norning with M. Freund.

MR. FREUND: Thank you, Dr. GII and
menbers of the Comm ssion.

VWhile |I've spent nmost of nmy working life
as a budget analyst so | conme at this fromthe
vi ewpoi nt of a state budget perspective. And one
i nportant thing to know about our state is that, since
1977, our state has been under a court order to fully
fund basic education; and Special Education is a part
of basic education. And |I'd |like to start by covering
a bit of our Special Education funding history to set
a context for ny renarks.

Si nce 1975, Special Education has been
one of the npbst heavily-studied progranms in our state
budget. And the concerns that the |egislature has,
and has had in the past, are sonme of the same concerns
that you all have here now. And, in 1981, follow ng a
study, our state adopted a new Special Education
funding formula and it was based on 14 categories of
disability with differing resource levels. And this

was a full-cost fornmula and it included a portion of

11
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regul ar education funds attributed to students for the
time that they spent in the Special Education program

In 1993, as in sonme other states |ike
California, the state voters approved Initiative 601
limting state expenditure increases to the rate of
inflation and popul ation growh. As a consequence,
the | egislature comm ssioned a series of studies of
prograns with high growth rates and Speci al Education
was one of those progranms that had high growth rates.

The resulting 1995 study found that the
state's l1l4-year-old formula created a financi al
incentive to | abel students into high-cost categories
and that, from 1984 to 1994, Special Education
enrol I ment growth was growing at nore than twi ce the
rate of the regular enrollment growth.

Al so, a third thing happened; in 1987,
the state was sued on the use of the Special Education
formula and the formula that we were using was found
constitutionally deficient because it failed to fully
fund the Special Education programin some districts
since it was based on averages. And the court

suggested that continued use of the formula was

12
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contingent on establishnent of a safety net to provide
suppl emental funding to districts with above-average
costs.

G ven this study and to deal with
i ncreasi ng prograns costs that were no | onger
sust ai nabl e under Initiative 601, the 1995 | egi sl ature
changed its funding fornmula. And the new fundi ng
formul a was based on two categories of disability,
ages zero through two, and ages three through 21.

And, for the three- to 21-year-old group, the excess
fundi ng anount was set at .9309 of the regul ar
educati on ampbunt. And the percent of a school
district's funded enrol Il nent as Speci al Educati on was
limted to 12 percent.

And, finally, a safety net process was
established for districts with enroll nent above 12
percent or with denonstrated needs exceeding state
fundi ng | evel s or having high-cost students.

And this new fornula essentially stopped
growth for a number of years. And, in fact, we had a
number of school districts whose enrol |l ment went

negative for several years. But, in the |last four

13
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years, Special Education enrollnent growth is once
again growing at a very fast pace, far outstripping
our regul ar education enroll nent.

Now we do have some issues in our state
concerni ng our Special Education cost drivers and
we're not having a problemw th our main funding
formul a but there are some questions that have arisen
as a result of the operation of the Safety Net and in
establishing Safety Net award anounts.

And so these questions include: What are
|l egitinmate costs for Safety Net funding?;, |s cost
variation anong districts due to factors within a
school district's control (such as district
phi | osophy, service delivery choice, or accounting
practices) or beyond their control (for exanple,
student characteristics)? Do districts for which
costs are being conpared provide a simlar quality of
service? | think most -- all of our districts are
providing -- but, when we | ook at individual cost
differences, we find large differences for students
that | ook alike.

There has al so been the issue of, what is

14
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excess cost? And this has special relevance to our
state because sonme districts allege that the state is
not nmeeting its mandate to fully fund basic educati on.
So, for us, it's inportant to know, what's included in
‘cost'? For exanple, is the district's Speci al
Educati on program adequate, is it an enhanced program
is it efficient, are any other progranms costs

i ncluded? Are excess costs properly allocated?

And, effective this year, our state
accounting systemdeals with the notion that not al
costs of a Special Education classroom can be
attributed solely to Special Education. Qur state
phi |l osophy, and it's enbodied in the state
Appropriations Act, is that Special Education students
are regul ar students first, and for the entire school
day, and are entitled to their full share of regular
educati on funds.

I n an accounting context, this neans that
Speci al Education program staff are al so providing
regul ar education and part of their costs nust be
assigned to the regul ar educati on program

As to the reasons for cost differentials

15
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anong school districts, several studies have addressed
this. And a 1992 State Education Agency study found a
strong correl ati on between availability of |ocal funds
and total expenditures for Special Education. The
study al so noted that cost differences anong districts
were | argely due to district adm nistrative and
servi ce philosophy, and accounting practices.

Al so, as part of the 1999 fornul a change,
the | egi slature began fundi ng a Special Education
audit teamin the State Auditor's office. And, since
1996, this team has exam ned Speci al Educati on
prograns with high rates of growth, high costs, or
ot her aspects warranting attention by the Safety Net
Conmittee. And we do have a Safety Net Commttee to
all ocate Safety Net funds; Dr. GII happens to be one
of the people involved in that.

And the audit team was created because
the legislature did not know if, in creating a safety
net, it had created a black hole. And this team
reported inconsistencies in school district practices
and di scovered a nunber of problenms with | EPs.

Among ot her things, the activities of

16
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this audit team have increased the quality of our |EPs
t hroughout the state and nade school prograns nore
efficient.

Maki ng determ nations of need for safety
net purposes is difficult because there is no
benchmark for |evel of services or costs. And the
Saf ety Net Conmittee is presented with requests from
school districts consisting of budget nunbers,
enrol l ment, staffing, and a statement regarding the
reasons for the request. But there is no qualitative
tool to assess the submttals.

So the question that the Safety Net
Committee is faced with when they are | ooking at these
Saf ety Net applications is, are they |ooking at an
enhanced progran? |Is the reason that the school
district can't live within the amounts that it
receives fromthe State because, in essence, they have
nore than an anple progran? Mybe you want to call it
an excell ent program maybe not.

But, accordingly, the |egislature
requested the State Auditor study whether establishing

benchmar ks was possible. And the Auditor tested for

17



10

11

12

13

14

15

16

17

18

19

20

21

22

18

i nks between academ c delay and the investnment of
Speci al Education instruction time. And the Auditor
concluded that 86 percent of the variation in Speci al
Education instruction time provided to Speci al
Education students is driven by factors other than
student acadeni c del ay.

So, at this point, there is no handy
yardstick for us to evaluate a school district's
request for Safety Net funds.

I'"d like to now turn to the
recomrendat i ons.

And, nunber one, if federal assistance
for Special Education is based on costs, it should be
based on excess costs.

Secondly, if costs formthe basis for
federal funding, they should be based on a national
average or an index which accounts for denographic
characteristics of states. And | say this because of
equity considerations. Basing federal assistance on
i ndi vidual state costs would increase existing fiscal
di sparities anong states. And, if there are concerns

about potential underfundi ng anong states, they coul d
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be addressed by setting aside some funds for regional
safety net funding.

And you may be wonderi ng about the size
of our Safety Net. And it's about three percent of
our Speci al Education -- State Special Education
funds; and it's been nmore than sufficient so far and
it's been in operation since 1995.

Third, federal Special Education
assi stance should continue to limt the percent of
total enrollment funded as Special Educati on.

Ot herwi se, increases in federal funding nay add to
existing fiscal incentives to identify | ow perform ng
students as Special Education. And, again, if limts
are concerned, | think they should be addressed using
a regional safety net.

And, as federal assistance increases, a
mechani sm needs to be devel oped to relieve the burden
of states that are fully funding the excess costs of
Speci al Education. And, of course, this would require
sone changes in maintenance-of-effort requirenments.

And I'll be glad to answer questions -- |

don't know if it's now or --
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DR. GILL: Okay. W're going to go to
Dr. Chai kind and then we're going to take the
opportunity to ask both of you questions at the sane
tinme.

So, Steve?

DR. CHAI KIND: Thank you. Good norni ng.

|"m here, first of all, as a researcher
and |'m not representing Gallaudet University.

My testinony today is intended to provide
a brief --

MR. JONES: Can you speak nore directly
into the m crophone?

Just so all of our wi tnesses who are here
t oday know, the m crophones are being used by the

transcriber to nake sure we get a record of this and,

at every nmeeting, we have to nake sure we get as much

into the mcs as we can.

DR. CHAI KIND: Thank you.

My testinony today is intended to provide
a nore general and brief overview of the issues in
Speci al Education finance and especially in the ways

the finance of Special Education is related to the

20
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qual ity of education the students receive.

In last year's yearbook for the Anerican
Educati on Finance Association that Bill Fow er and |
co-edited, we said the following, that nowis the tine
for the sonetinme provincial field of education finance
to reaffirmits bonds with the wi der education
conmmunity. No |ess can be said about Speci al
Educati on.

And, by the 'w der education conmmunity,"

I mean we need to look at a | ot nore than just the
techni cal funding fornulas that occupy a | ot of state
directors' tine by a lot nore than the degree of
federal versus state support, or even the overall
costs of Special Education, and try to link these
techni cal finance mechani sns sonehow with things |ike
educati onal processes, curriculum outcone, and even --
and post-school success for students with

di sabilities.

"' mnot sure | have a whole | ot of
answers on how to do that yet but | have a nunber of
issues |'d like to point to the Conm ssion for your

consi deration in the next nonths.
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To be sure, Special Education has been an
unqual i fied achievenment in the United States in the
| ast 25 years since P.L. 94-142 was passed. There are
a | ot of kids who would never have even gone to school
prior to the passage of this |law who are now in
Speci al Education prograns. Right now, about 6.3
mllion students receive sone kind of Special
Education or other in the United States. The total
costs of Special Education are a little nystic, harder
to determ ne, but a good guess is that, nationally,
we' re spendi ng between $40 and $50 billion a year on
Speci al Education, probably closer to $50 billi on,
within that range.

So the first condition in any discussion
of relating Special Ed finance to outcone is to figure
out exactly what the costs of Special Ed are. And the
current Special Education Expenditure Project, or
SEEP, being led for OSEP by Jay Chanbers, Tom Parrish
and their coll eagues, will shed sone new |light on this
gquestion. SEEP will add fresh and di saggregated data
to those reported in the three previous inportant

studi es of Special Ed finance. And all three of these
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studi es over the last 35 or 40 years have shown that
Speci al Education costs between 1.9 and 2.3 tines the
costs of regul ar educati on.

Sone prelimnary data fromthe SEEP
survey indicates that that ratio is now about 1.9
times the costs of Special Education. But it will be
interesting to see what the final data show in terns
of how a nmore mature Special Ed systemis being paid
for.

And the historical data also show t hat
Speci al Education costs seemto be driven by, first,
t he popul ation of children in the cohorts qualified to
get Speci al Education; second, by the nunber of
children with disabilities identified within that
cohort; and, finally, by the nature of their
di sabilities and their educational needs rather than
by any ad hoc increase in the cost per student.

As these new data are cal cul ated and
di ssem nated, there are a nunber of additional policy
issues I'd like to indicate now, and here are sone
general observati ons.

We're learning a | ot about the costs of
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Speci al Education now and we're even begi nning to know
sonet hi ng about the outcone from Speci al Education but
what we have very little know edge of is the processes
or practices that connect those resources to the
outcome. And by processes, again, | nmean, in the very
general sense, everything and anythi ng including
t eachi ng and cl assroom nmet hods, curriculumreform
resource allocations, service provision, or even
organi zation of structure that can result in inproved
outcome for kids with disabilities.

Part of this basic question is about
quality and efficiency and | can say the same thing in
two different ways, the sane question that | can pose
to you in two different ways. The first is, how can
we i nprove outcones for kids with disability at the
sane cost; or say the sane thing a little bit
differently -- as an econom st, | think this way --
is, how can we provide the sane outconmes at | ower
cost? That is, are there better ways to provide free
and appropriate public education, as well as rel ated
services, for kids with disabilities.

We know little about this, again,

24
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especially in relation to the costs or savings from
i npl ementing educational innovation within Special Ed.
In fact, there nmi ght not even be one process, one
factor, or even a group of processes, that lead to
i nproved outconmes but it could be a continuum of
processes that actually, in the end, cone down to what
happens in the individual classroom or what the
i ndi vi dual teacher does.

Anot her issue to consider when |inking
the financing of Special Ed to outcones is to | ook at
the type, quality, and delivery place of supplenental;
and rel ated services. These are things |ike
transportation, nedical services, assessnment, therapy,
eval uati on, and so on. And previous studi es have
shown that these costs can range from between 19 to 46
percent of total Special Education costs, depending on
how t he cal cul ati on are made. One area for the
future, then, would be to exam ne which of these
rel ated services are being received by which kids in
what pl acenent setting and how all of these services,
and the costs of these services, relate to outcones,

and what kind of npdel can be devel oped to analyze



10

11

12

13

14

15

16

17

18

19

20

21

22

t hat .

Anot her question, of course, is who pays
for these services. Prior to P.L. 94-142, a nunber of
i ndependent agenci es, health agencies, vocati onal
agenci es, have paid for these services and, when
Special Ed cane in, how the Special Ed absorbed nore
and nore of the cost of these services.

So, if there are individual state
agenci es providing these and they are not paid for by
State directives for Special Education, or if there
are private third-party payers, are these services
bei ng coordinated and is there cooperati on between the
providers to provide the best possible combination of
related services to kids with disabilities?

All of these issues raised in testinony,
again, try to relate the finance of Special Ed to
outcomes. You need to keep in mnd, however, that
out comes for Special Ed, for kids with disabilities,
depending on their disabilities, may differ a | ot from
those in regular education in subtle, and sonetines
not so subtle, ways. For exanple, for sonme kids with

disabilities, just being able to live independently
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could be a goal and these are picked up by the norma
measur enent and assessment processes we have.

As anot her exanple, for sone kids where
assessnent requires a witten examor -- if these kids
aren't provided the appropriate services or enough
time to read the exam then the result m ght be biased
and we might not really neasure what we're trying to
nmeasure. So we need to keep in mnd that, for kids
with disabilities, sonetines, even though ... outcone
assessnent to those in regular ed is a goal of the
1997 anendnents of | DEA, we need to keep in m nd that
sonetinmes the goal is different. And all of these
t hi ngs should be in these kids' |IEP; but you need to
keep it in mnd.

Finally, | would be remss if | didn't
note that many of the issues | have just raised,
assenbling accurate data, determ ning the best
educati onal practices, and even figuring out what
out comes should be for Special Ed all require study
and research. Hence, continued revenues are required
to support the research to validate the nost

successful inplenmentation of Special Ed.
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So et nme summarize the recomrendati ons |
have here, that canme out of this. First, we need to
carefully assess di saggregated recent actual cost data
across and within disability, type of service
recei ved, placenment, geographical region, node of
delivery, and student characteristics, anong other
t hi ngs.

Second, we should continue to search for
t he best educati onal processes and innovations to
achieve results for students with disabilities. W
should study in nore detail the role and alternatives
for optim zing the use of supplenental and rel ated
services. W should carefully consider the rate of
out comes from Special Ed; and, finally, we need to
support the research and study costs that validate
Speci al Educati on success.

Let ne add one nore thing. And, you

know, we're tal king about all these arcane finance

concepts -- and | hopefully didn't nention any arcane
concepts here -- we need to keep in mnd that we're
still talking about real kids with real disabilities

who have real needs; and doing the right thing nmeans
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obt ai ning the best results.

And I'l1 be happy to answer any questions
you have, as well

DR. G LL: Thank you.

Commi ssi oners?

Well, let nme just introduce each of the
Conm ssioners to you a little bit.

To ny far left, in the corner, Bryan
Hassel ; next to Bryan is David Gordon, and he's a
California person, the Sacranento area; next to David
is Alan Coulter, Alan Coulter is from Louisiana State
Uni versity Medical Center; Todd Jones, Executive

Director of the Commi ssion; |I'mDoug GIlIl, State

Director of Special Ed in Washington State; next to nme

is Jay Chanmbers fromthe Center for Special Education
Fi nance; and Troy Justesen, who is staff to the
Conm ssion, as well. Just so you fol ks kind of know
who we are.

| guess | could start with the first
guestion. And ny first question is probably for both
of you but I'lIl start with M. Freund since he was

first up this norning.
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And the question is, how would you define
excess costs and what particular el ements would be
part of that definition?

MR. FREUND: Well, excess costs are costs
over and above the cost of regular education. In our
funding fornmulas in the state, we have excess costs
for transportation, for bilingual, for learning, it's
just all those excess costs; it means they are on top
of regul ar educati on.

Now, when | was tal king about excess
costs with respect to Special Education, | did not,
and do not, include transportation costs as part of
the .9309 that |I'mtal king about.

Does that answer your question?

DR. G LL: Well, would there be any ot her
el ements? | nean, if one of the elenents certainly is
the basic education unit, another elenment is the
addi ti onal or excess costs on top of that basic
education unit, so collectively they are the funding
base for Special Education. Are there any other
el ements that you think the Comm ssion should consider

in the context of excess costs determ nati on?
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And | think one of the things that
soneone nentioned was the percentage of the popul ation
as a paranmeter of sonme sort of formula, too.

DR. CHAIKIND: Well, inmy -- |'ve been
told recently that the word "excess costs" is going
up. | think that Jay nentioned that. But, in ny
mnd, if you |l ook at the cost of educating the kid in
regular ed with no disability, how much is that cost,
and then you take the average cost of a typical kid
with a disability in Special Education and you take
the difference; to nme, that would be the excess costs.
How much nmore are you spending for this kid because we
have a Speci al Education progran? And, if I'm
remenbering the data right, the total l|ast year or the
year before was about $12,600 a kid in Special
Educati on on average; the cost for a regular
educati on, something |ike $6600. Therefore, the
excess costs, the way | would define it, would be
sonething |ike $5900 that would get you that 1.9
ratio.

DR. Gl LL: Ckay.

DR. CHAI KI ND: And t hat incl udes
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everything, | think, including some services from
ot her prograns that m ght be within that number, as
wel | .

DR. GILL: Okay. So what | think | hear
both of you saying is that a student identified as
Speci al Education does not in any way dilute the fact
that they are regul ar education or general education
students first. So, when you say excess costs, |
think I've heard both of you say that it's in addition
to the costs of providing a basic education. So you
take the basic education costs tines a factor -- let's
say it's 1.9 or whatever it happens to be, sonmewhere
between 1.9 and 2.3 if you believe the studies over
the | ast several years -- and then subtract that basic
education unit fromthat total nunmber and that derives
excess costs in your mnds; is that accurate?

DR. CHAIKIND: In mnd, yes. Again,
t hese kids m ght not be in a regul ar education
classroom but, if they had no disability, it would
still cost that amount.

DR. GILL: That's correct. They're still

enrolled in the school district; are they not?
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MR. FREUND: ( Nods)

DR. CHAI KI ND:  ( Nods)

DR. Gl LL: Ckay.

MR. GORDON: | have a question.

DR. G LL: David?

GORDON:  Thank you, Chairman.

M. Freund, you nentioned that, in your
state, you put the cap on, | think you said in 1995
and, quote, basically stopped or slowed down, and now
it's begun again. Help ne understand, in the behavi or
of school districts, what is going on now to nmake it
ri se again? Because | think it ties back to our other
wi t ness' point about the interaction of regular ed and
Speci al Ed being very inportant in all of this.

MR. FREUND: Well, to start wth,
whenever we change our funding forrnulas, it's kind of
like districts step back, it's kind of |ike a wave
goi ng backwards, you know, before it conmes -- hits the
beach. So there was a pause while school districts
figured out what the new formula was and how t hey
could operate within the constraints of 12 percent.

| don't exactly know what now i s causing
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the increase in Special Education enrollment. | wll
tell you that the legislature, now with federal funds,
has i ncreased the percentage that it will fund next
year; it's going to be around 12.3 percent of total
enrol | ment.

So, as to the reasons -- and |'mgoing to
talk about this a little later -- it nmay be that sone
under achi evi ng students are now bei ng put into Special
Educati on because of the new No Child Left Behind Act
and the '97 changes in ESEA and our own State
adequat e-year |l y-progress requirenments. And then there
is a large financial incentive to put students into
Special Ed. We lay out about a little over $600,
maybe $650 per student for renmedi ation. The anount
that is provided by the state for Special Education is
six times that amount. The school districts don't
| ose their renediation noney if they put a student
into Special Education.

So | haven't studied this to see which
cat egory of Special Education is increasing; and maybe
Dr. GIl could talk about that. But it may be the SLD

popul ation but I"'m-- we haven't studied that and I
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rat her suspect that our legislature will start
studying it next year because we're facing another
billion dollar shortfall in our budget.

MR. GORDON: Thank you.

DR. G LL: Bryan?

DR. HASSEL: Dr. Chaikind, one of the
points in your testinmony, which |I've also read in
other places |I think, is that, if you | ook at
i ncreases in Special Ed costs over time, they're
conpletely driven by changes in popul ati on rather than
changes in the costs of educating particul ar students
with particular characteristics. And | wonder if you
could coment on that. |Is that, in fact, your view of
t he evi dence?

And, secondly, are there any exceptions
to that overall generalization? Are there certain --
do you know if there are certain kinds of disabilities
for which costs per student have been rising or going
down that go away from that general trend?

DR. CHAIKIND: Well, | think I said that
it appears that that's how costs are growing. That is

based on the data of 1.9 to 2.3, back to 1.9 again.
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It seens to show that the costs appeared, on average,
is about the same as it's been over this period.

But, of course, there are variations by
disability and by the nature of the disability, by the
severity of the disability, by the service need; and
part of the variation in the cost of the tinme is that
we're getting different shares of kids with different
disabilities within the program and some hi gh-inci dent
disabilities are | ower-cost disabilities and,

t herefore, the average cost could go down because of
that, for exanple.

So there's all kinds of variations going
on underneath the averaging. So | don't think it's
only popul ati on, but those who are identified as
having disabilities and, if identity is becom ng nore
preval ent, then, of course, it will go up for that.

Does that answer your question?

DR. G LL: Jay?

DR. CHAMBERS: Well, |I'm al ways pl eased
when | hear a researcher tell us that one of the
recommendations is that we need nore research. Being

a researcher nyself, |I'm always excited at that
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prospect that keeps us enployed. It also nmeans that
the issues are quite conplex and there's nmuch to do
and we're never going to really resolve some of these
i ssues once and for all.

I'"mglad to hear Steve's comments rel ated
to expenditures versus costs. As an econonist, |
think those two ternms, to the general public, probably
are sonewhat synonynous but we've cone to use the word
‘cost' to replace 'expenditures' and, in fact, they
are two different things. They are related to one
anot her; cost inplies we know somet hi ng about the
out conmes, that we're providing equal opportunity or
equal outcones in some way, or that we can benchmark
t he outcones in sonme fashion and say, "What does it
cost to provide services to a particular kind of
student?" O it says, "How nmuch nore does it cost to

provide..." sonmething, a set of outcomes that's
simlar to sonme other group, let's say the average
regul ar education student.

In fact, all the studies that have been

done in the past, and al nost every study that's done

at the state level, is tal king about expenditures,
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which tells us what districts are spending for
di fferent kinds of children but really doesn't give us
information to help to determ ne what it really costs
to provide services to a particular kind of child.

In comments regarding Bryan's --
Commi ssi oner Hassel -- excuse ne -- his coment --
disability doesn't really tell us nmuch about pupi
needs. Dr. Chaikind referred to that in his conments.
The amount of variants that can be explained in
expenditures related to disability is pretty snmall.
We need to know nore about individual pupil needs.

But 1'lIl stop my comments at that point

and get on to a question.

Dr. Freund, | guess I'd like --
MR. FREUND: -- awish -- it's not Dr.
Freund; | wish it was, but --

DR. CHAMBERS: Oh, excuse ne.

MR. FREUND: It's M. Freund.

DR. CHAMBERS: M. Freund -- thank you.
MR. FREUND: Thank you.

DR. CHAMBERS: | guess |I'd like to hear a

little bit nore about how the Safety Net funds program
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operates in the state. You said it was three percent
of the funding for Special Education, did you nean?
Is that -- did | understand that?

MR. FREUND: Yes, it's three percent of
the state funding for Special Education.

Before | answer your question, | did
intend to address the question of costs versus
expendi tures and neglected to do so when | was talking
about the recommendati ons. Because, in fact, our 1981
formul a was based on costs. The 14-categories of
disability, that was based on a two-year study which
exam ned what were all the elenments that were needed
to provide an education for each category of
disability. And so that included related services,
psychol ogi sts -- and so -- the whol e ganut.

And so it's only when | was tal king about
t he recommendati ons and | think, at that point, what
you're faced with is you don't have costs -- if you're
| ooking at different states' data, you have
expendi tures and you don't even know what is in those
expenditures. You don't know if they're clean

expenditures -- and by 'clean' | mean excess costs.
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They may include all sorts of things; it depends on
t he sophisticated nature of states' accounting
syst ens.

Wth respect to your question about how
does the Safety Net work, we established a Safety Net
Conmittee and it's conposed of various school district
personnel, so that we have school district
superintendents on this conmttee, educational service
di strict personnel, we have curricul um experts,
finance experts, state auditor, and Dr. GIIl; and they
are supported by SBI staff (phonetic).

So this Committee's task is to figure out
how to all ocate the about three percent of dollars
that the legislature appropriates. And | have to say
that, since inception of the Safety Net, not all of
t he funds have been allocated, only about two-thirds.
I think somewhere around two-thirds has been allocated
in each year.

So initially there was great fear that
the $12 mllion that was put into one of the Safety
Nets -- and we have a couple -- that that wasn't going

to suffice. And what -- as | recall, initially, |



10

11

12

13

14

15

16

17

18

19

20

21

22

think we started at $15 mllion and then, because the
funds | angui shed, the | egislature reduced the anpunt
to $12 mllion. And we also have a high-cost Safety
Net; so the conbination of the two is about three
percent of our total funds.
And this Safety Net Committee neets, oh,
about every quarter; and school districts subnit
applications consisting of all sorts of data that --
and there are forns and the like. And we neant to
bring
the forms with us so you could see exactly how it
oper at es.
And basically what it -- what the data that
the school districts are required to submt conpares their
prior year expenditures to the current year's expenditures
for which they are requesting noney. And the question
that the Safety Net Committee deals with is what is it
that -- if you lived within the state formula | ast year,
what is it that causes you not to be able to live with it
this year, what factors. And they request an expl anati on.
And it's difficult. |[|'d say, having sat in

on a lot of those neetings, it's difficult to determn ne
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how |l egitimate their request is. But as a jury of school
district peers, they do have to convince this Commttee,;
and, in watching this Conmttee, |1'd have to say they're
pretty tough.

DR. CHAMBERS: How woul d you change it?
nmean, based on what you've seen -- | nean, is it -- do you
feel it's operating effectively, is it something you would
recommend to somebody el se?

MR. FREUND: | happen to be in a unique
position because | get to wite the State's budget. There
i s anot her House and we do work together, but | do get to
make recommendati ons on how to nmake it nore efficient; and
| would say to you that the Safety Net hasn't -- over the
years, there have been a nunber of changes and, in fact,
the Safety Net is changed for next year. Were we used to
have two Safety Nets, now we're only going to have one
Safety Net. So the high-cost Safety Net portion has been
folded in into the regular Safety Net.

And, when | say two Safety Nets, the
cal cul ations for both were relatively the same but they
had different fund sources. W have al ways funded the

hi gh-cost Safety Net piece from federal funds.
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DR. CHAMBERS: The high -- did you say the
high --

MR. FREUND: Hi gh-cost, high-cost student
Saf ety Net piece has been funded from federal funds. And
then the Safety Net for districts that have unmet needs,
that is -- and, when we say unnmet needs, we nean after
t hey have exhausted their regular education noney, their
St at e Speci al Education noney, any other nonies that the
State provides, the federal nopbney, after that -- so you
take all the revenues and then you stack it up against
expenditures, if there is a deficit, then they come in and
ask for the deficit and they have to present clear and
convincing reasons for why it is that the State shoul d
gi ve them noney.

DR. CHAMBERS: How do you define high-cost?

MR. FREUND: There is a threshold and it's
$15, 000. And you understand that we're providing about
$8,000 -- a little less than that -- for Special Education
students, and that's a conbined State regul ar educati on
noney and the Speci al Education noney. So it's about
$8,000, a little less than that. And a threshold of

15, 000 has been set and that is -- the reason for that is
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that we have a fornmula that's based on .9309 and so we
have an array of students within the fornula, that is
hi gh-cost students and | ow-cost students. And we know
that a |l arge percentage of the students that are
identified as Special Ed are -- tend to be | ower-cost
students, for exanple, SLD and CD, conmuni cation disorder,
those do not cost as much as some of the -- for instance,
multiple disabilities.

So it's assuned that every school district
wi |l have some hi gh-cost students and that the high cost
of those students will be averaged out over all the | ow
cost students. So we've adopted a threshold of $15, 000,
which is alnost twice what is provided under our formula.
And, once school districts can show that they have that --
and that have to figure out one other thing is that they
have to show financial need, as well. That is, just
nmerely having a high-cost student doesn't get you a penny,
you nust al so show that you need the noney, that is, that
you cannot live within the state and federal dollars that
are provided.

And school districts are also -- they've been

provi di ng | ocal funds, they are expected to continue to
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provide their local funds because our funding formulas are
not intended to replace |ocal funds.

DR. CHAMBERS: Woul dn't what you j ust
descri bed have a differential inpact on districts that
have a greater capacity to provide services in the first
pl ace, high-wealth versus | owwealth school districts?

MR. FREUND: Well, there may be sone
variation in the amount of |ocal funds that are provided,
but our state has a levy lid in place and so we do not
have the range of differences in our state that other
states have. Qur levy lid allows school districts to
coll ect 24 percent of the state and federal funds that
they receive. W do have sonme districts that are
grandfat hered at slightly higher ampbunts but the range of
disparity in ternms of dollars between school districts is
about a maxi num of 33 percent.

And, when | talk about it that way, | should
| et you know that it's probably not appropriate to talk
about disparities in terns of dollars in our state because
we have resource allocation fornmulas, or an input fornula.
And the inputs are based on staffing costs and it is

possi bl e that you could be conparing a district with
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relatively inexperienced staff with a district that

has,

say, all Ph.Ds. So, if you had a district |ike that,

di sparity, in ternms of dollars -- if you were | ooking at

dollars, it would be a factor of a hundred percent
di fference.

But we don't call that a difference because

we have what we call a staff m x factor so we all ocate

based on school districts experiencing education of
staff.

| probably conplicated this a little too much
but --

DR. CHAMBERS: No, you've stinulated nore
guestions but I'mgoing to relinquish nmy time here.

DR. G LL: David, you've got a follow up
guestion that you'd like to ask?

MR. GORDON: Thank you, Chairman.

Just as a followup on the Safety Net, |
think | understand but help ne.

A hi gh-cost student would be, say, a child
you have to send to a private school, a residential
or --

MR. FREUND: Yes.

their

school
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MR. GORDON: -- sonmething |ike that. Now, on
t he non-hi gh-cost group, as | understand the system the
district conmes in, when at the end of the year, and says
basically, "W ran out of npney."?

MR. FREUND: It would be -- they can do this
at the beginning of the year; it's based on their budget.

MR. GORDON: Ckay, based on the prior year,
t hen?

MR. FREUND: No, it's based on the current
year. They have a current year budget, they know how nuch
revenue they're going to get, they know what they budgeted
for, they hired staff and --

MR. GORDON: Ckay, so help ne understand.
How does the Committee, or whonmever, validate that they
haven't sinply inappropriately over-identified? 1s there
any cross-check to nmake sure that their assertion is
correct?

MR. FREUND: Yes. The way that that's
val idated is based on conparison over the prior year. So
it's assumed that, in the prior year, one hadn't over-
identified. So it's a tenporal calculation, let's say,

conparing one year with the next year. That's the base
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year --

DR. G LL: Plus, | think, just to add to
that, that you know what the allocation is; it's
essentially 12 percent of your K-12 population. So one of
the reasons that a district could conme in for Safety Net
is to say, "Well, our percentage is now 13, 13 and a half

percent." and that's a difference than | ast year.

So the question beconmes, why is that a
difference than last year's, is that a difference in any
ki nd of practice that you, as a district, has engaged in
or, in districts of -- and we have very small districts in
Washi ngton State with 50 to 100 kids -- if you had two
kids, there is your difference.

So, you had to cone explain why you're
spending nore this year than you're going to get in
revenue and what those reasons are attributable to, it
could be a percent difference, it could be a difference in
the change in the funding forrmula from'95 that's a
carryover, or it could be sonme other factor that is beyond
the control of the district, or it could be one or nore or

an aggregate of individual high-cost students.

| think, as Bill pointed out, that the issue
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is, can the district establish, if need be, sonme sort of
t hreshol d conpari son of budgets to actuals and then,
second, what is the rationale for that difference.

Does that help clear that up?

MR. GORDON: Yes, thank you.

DR. G LL: Bryan?

DR. HASSEL: |If you | ook at the anount that
you spend out of the Safety Net funds, do you have a sense
of how much of it goes to districts that say, "W're over

the 12 percent, we have a greater proportion of kids than

12 percent." versus "...we have a higher cost per student
t han you told us we would."?
MR. FREUND: Actually, | have a piece of
paper that | brought with me that's got that on there.
But nmaybe, Doug, you can --
DR. G LL: Go ahead.
MR. FREUND: |'m going to have to | ook for
it; maybe | can field another question while |I'm | ooking
for the piece of paper.
DR. HASSEL: The other question | had was

whet her -- you say you' re not spending the full anount of

funds. Are you not getting requests for the full anmount
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of funds or are you turning down requests that are not
l egiti mat e?

MR. FREUND: We do have a -- | don't know if
we had a request for the full anpunt of funds.

Let ne see here. | don't have it; | didn't
bring an annual nunber with ne.

At any rate, | don't think that we've ever
had the full amount requested for the state-funded piece
of the Safety Net, but our high-cost Safety Net has
exceeded the appropriation ampunt that the |egislature
had; and it is grow ng by |eaps and bounds.

And the way that the budget was crafted was
that the legislative appropriation of federal funds was a
m ni mal appropriation of federal funds and the agency then
had to come up with all other avail able federal revenues
if Safety Net awards exceeded the appropriation anount.

So that piece of the Safety Net has not been
capped. And for next year, by the way, we're going to al
federal funds for our Safety Net next year and it is not
-- the Safety Net is not capped. That is, the agency will
-- if they award nore than -- if the Safety Net Committee

awards nore than what has been appropriated, then the
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agency is to apply all avail able federal funds,
di scretionary federal funds, to fill the hole.

DR. Gl LL: Troy, do you have a question?

MR. JUSTESEN:. Before | ask the question, |
want to thank M. Freund for conm ng because he was under a
great deal of pressure with the State |egislature, as you
know, Doug. And, every day he would call and say, "I
don't think I can make it but | want to make it..." so
let's leave himon the schedul e.

And | want the menbers of the Conm ssion to
know t hat he went through a great deal of effort to make
sure that he could be here, including no sleep.

DR. G LL: Troy, we need you to talk into the
nm crophone.

MR. JUSTESEN. Okay, how s that; better?

DR. G LL: That's great.

MR. JUSTESEN: You nentioned, and |'m not
sure | was following you very well, Bill, and |I'm curious
about your reference to regional determ nation for safety
nets on a larger national scale? Ws | follow ng what
your comrent was? And, if | were --

MR. FREUND: Yes.
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MR. JUSTESEN: -- el aborate on that nodel

MR. FREUND: Well, it occurred to me that
you're facing a |large problem which is, if you're trying
to figure howto lay out federal funds and if you're
trying to use a 40-percent nunber, what do you base it on?

And the question is, can you cone up wth
cost or expenditures? And | think that, ultimtely, you
end up having to use expenditures if that's what you're
going to try to do.

You know - -

MR. JUSTESEN: Regionally, though, what

reason woul d there be --

MR. FREUND: Well, because there may -- if
you do establish a safety net, | rather doubt that you can
make it work on a -- that you'll have a schematic for how

it's supposed to work. You can't sit there and quantify
this thing, it's -- what's the word |I'm | ooking for, Doug?
-- it's not quantifiable, it's kind of |ike --

DR. G LL: Discreet.

MR. FREUND: Well, that's nice of you to say
that but I -- it takes a lot of work to make these

determ nations; there's no yardstick. And so the idea of
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having a national safety net committee to make these
det erm nati ons nmeans that probably it woul d be operating
year around and it would be a | ot of work.

So, rather than having a nunber of people
doing this full time, I think that if you broke the task
up into regions and assigned certain limted pots of
noney, people in the region would know that they coul dn't
allocate it all, say, to one state because then there
woul d be nothing left for the others.

It al so gives you an opportunity to put
school district personnel, maybe fiscal people, on such a
conmttee. So that's why | say regional

Qur Safety Net Committee spends -- what is
it, two days every quarter? There's quite a bit of
homewor k that our Safety Net people do -- | nean a | ot of
homewor k, particularly with the high-cost Safety Net,
because what they're doing is reviewing |EPs for validity
and then they're |l ooking at the services that are being
provi ded. And so we have program personnel on the
Commttee that are able to make those kinds of
det erm nations and then the school districts show up and

they have to justify -- they have to face an array of
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gquestions fromthe Safety Net people as to why it is that
t hey requested the noney.

MR. JUSTESEN. Are you saying that this is a
recomrendation for consideration for the nmenbers of the
Commi ssi on?

MR. FREUND: | think that -- | was talking
about what you would fix, here, your reinbursenent rate
on. And | think that, ultimately, you can't use -- |
don't think that you' re going to be able, within your tine
constraints, to establish costs so you're going to have to
go of f of expenditures. The problemis that | don't think
t hat you know what expend -- what excess costs
expendi tures are because not all state accounting systens
are the sane.

And that is why | said to use sone sort of a

nati onal average because, otherwise, | -- you know, the
nore sophisticated the accounting system-- suppose you're
given -- sonebody is giving you a full cost nunber as

opposed to an excess cost nunmber, then, if you're using
costs then you are rewardi ng the state that gave you that
ki nd of number for allocation purposes.

So | think, in the end, you have to do the
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ki nd of thing that we do when we do budgets, which is to
generalize, hang your hat on sonething, and then, in our
case, we established the Safety Net so that in case that
it doesn't work properly for everybody, there is a safety
val ve.

MR. JUSTESEN. May | ask one nore question?

DR. G LL: Go ahead.

MR. JUSTESEN: Do you believe it is the role
-- it should be the role of the federal governnent to have
a safety net, then -- |I'm asking both of you this question
-- for kids with the nost severe disabilities?

DR. CHAIKIND: Well, | don't have -- having
not seen it, so | was just --

MR. JUSTESEN: Okay, | don't have to --

DR. CHAIKIND: -- | don't know what the role
of the federal governnment is; that's sonething that needs

to be based on what you can and want to afford in policy

guesti ons.

MR. FREUND: | don't think that it's an
absol ute necessity. In our state, we do have a federally-
funded Safety Net for high-cost students. | think that

you coul d nake provision for that for states, you know,
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within your federal funds allocation; | just suggest that
that's what they do.

DR. Gl LL: Comm ssioner Coulter, you had a
guestion?

MR. COULTER: | think that a question that |
had relative to driving costs, you already responded to in
sone respects. But just let nme make certain that |'m
clear in what your answer was.

| think a concern often arises in ternms of
having the right children receiving the right services,
certainly as it relates to Special Education. | think
there is a concern, also, about, in sonme instances,
inplicit incentives to identify nore children.

As | understood it, the mechanismthat you
use in Washington State is to conpare increase from one
year to the next. |Is there any other mech -- are there
any other mechani sns such as interaction with a nmonitoring
system for determ ning that these children really were
appropriately identified, or other kinds of audit
procedures that are used to ensure -- | guess ny concern
is that gradual increases year to year would not

necessarily, in a year-to-year analysis, depict that
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sonet hi ng was going -- sonething inappropriate m ght be
occurring. But there could certainly be a head- hunt
nentality that's operative over a number of years to drive
up the costs.

How woul d you see that as being prevented?

MR. FREUND: You know, one of the reasons why
| couldn't answer what's happening with our Special Ed
programin ternms of what types of disabilities are
increasing is because we don't use categories any nore and
haven't since 1995 so -- and the only report that we have
on disability types is -- | think it's a federal report;
but | don't renmenmber the form nunber but it's submitted.
Is it 10 -- is that a federal form nunber?

MR. COULTER: Yeah, it's a federal child
count .

MR. FREUND: Child count. That's the only
thing that's available on the types of disabilities.

But, to answer your question nore directly,
we do have that Special Ed audit team that we're funding.
Qur state is spending about $800, 000-and-sone a year on
this Safety Net team The Safety Net Committee

periodically sends themout to | ook at school districts,
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particularly if there is any sort of a question.

The fact that there is a Safety Net audit
team or the possibility that this audit team can conme to
the school district, has resulted in school districts
bei ng much nore careful about how they put together |EPs
and who's on | EPs.

They have uncovered, and continue to uncover,
by the way, an error rate in the reported Speci al
Education students. That is, there may be a problemw th
the IEP or the students aren't being provided specially-
desi gned instruction, or else they're being provided the
wrong instruction -- that is, what they're being provided
has nothing to do with the |EP.

The error rate that they've been | ooking at
has been dropping slightly, but very slightly, on some of
these matters. But the preparation of the |EPs,
t hensel ves, has inmproved markedly. So that's the only
audit activity that we have.

MR. COULTER: As you think about those

special audit -- you said they could send themout if they

want to. O the districts that you have, and |I'm aware,

you know, that you have a |ot of districts in WAashington
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State, a lot of small districts, what's the proportion of
districts that have actually been visited by this special
audit teanf

MR. FREUND: | think that -- maybe about 50,
60 over the course of five years.

Is that about right, Doug? | think it's --

DR. Gl LL: That's about right; 1'd say |ess
than 20 percent of the applicant districts have actually
been visited.

MR. FREUND: Well --

MR. COULTER: Over a period of years.

MR. FREUND: Yes.

MR. COULTER: Okay.

MR. FREUND: Yes, but -- so this audit team
has had a deterrent effect on certain practices out there
and has resulted in certain inproved practices just sinply
because they not only can go audit Safety Net school
districts, they can also go audit other school districts.

And this audit team by the way, has been
training our regular state auditors that go out to school
districts, so the nature of our audits has changed a

little bit.
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MR. COULTER: Let me just ask both of you a
di fferent question, kind of change the subject a little
bit.

Both of you, | think, have spoken to the
issue of trying to get a better idea on specific costs,
not just a general excess cost. One of ny concerns is
that the type and quantity of information that we coll ect
now about Special Education, both at state |evels and
federal levels, is relatively gross. | nmean, we don't
have a whol e [ ot of information.

Do you have any recommendati ons on how to
i nprove that data collection systemso that we would be
abl e, over a period of tinme, to get a better idea of
specific costs and where those costs m ght be com ng fronf

MR. FREUND: A |ater presentation, | was
goi ng to make some recommendati ons and you' re not | eaving
much to tal k about |ater on.

MR. COULTER: No, that's fine. |If it's
current events, I'll take it. So --

MR. FREUND: But it has to --

MR. COULTER: ~-- | can wait.

MR. FREUND: But it has to do with the
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preparation of the IEPs and | think that they need to be
st andardi zed and i nproved so that you can tell what you're
| ooki ng --

DR. CHAIKIND: Let nme add to that.

I n about 1988, OSEP stopped the quantity
space to report Special Education expenditure data at a
national level. Even if -- and the reason was -- part of
t he reason was that no state reported the sane thing. So
you had a colum of nunbers where there were variations
all over the place. So, therefore, the only reliable data
we have are fromthese special studies we comm ssion every
10 or 15 years.

If there was sonething |ike a general
accounti ng handbook for Special Education where you
provide a uniformway of reporting data, then it's
possi bl e OSEP can, on an annual basis, begin to coll ect
t hese data again. So that m ght be another idea to
consi der.

MR. JONES: Bill, | had a question.

Under I DEA there is an obligation for smaller
districts who don't receive enough federal funds to use

themin what's called a constructive way, at |east as
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Congress has put it; they are obligated to conbine their
resources with neighboring districts and, in fact, conbine
their programs. | assunme there are sone snaller districts
i n Sout hern Washi ngton, Eastern Washi ngton, who m ght need
that -- or have that obligation. |'"mcurious if you could
comrent about that.

Does it have -- fromtwo perspectives, one
is, what is the effect on costs? Does it tend to increase
or decrease costs or have no effect; and, two, is there
any apparent affect on service delivery and service
qual ity?

MR. FREUND: You know, we've had one study
after another trying to figure out whether there is any
difference in quality fromone programto another. And,
frankly, we're not able to capture that with existing
dat a.

We do have one co-op in Southwest Washi ngton
that's operated by an educational service district and
they -- | think they have over 15 districts that are
involved in it, I think maybe required to have at |east 15
districts in it in order to have that co-op.

And, again, we haven't studied it but |I'm
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under the inpression that they are able to offer services
to students that individual school districts could not
of fer because they are able to aggregate expertise, you
know, special personnel they are able to attract that
smal |, outlying school districts could not possibly get.
"' m not aware of other school districts that
are in Eastern Washi ngton, for instance, that are sharing
Speci al Ed service, but they nmay be, |I'mjust not aware of
it. | know some of them share busi ness nanagers, they
share superintendents --
MR. JONES: Thank you.
DR. G LL: | have a question, Steve, for you.
You nentioned sonmething that -- the notion
that, prior to 94-142, we had a | ot of service sharing and
things like that and we got this first-dollar
responsi bility notion out of 94-142.
| was interested if you had seen any
di fferences between -- in any of your studies, between,
l'i ke, Part C type of approaches relative to funding versus
Part B type approaches where, in Part C, you have the
i ndi vidual famly services plan and you don't have the

sane first-dollar responsibilities that you had in Part B.
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In other words, under Part C, a school district is a
service provider, one of an array of service providers as
opposed to being sort of the sole service provider under
Part B.

And | was just wondering if, in any of your
studies or in any of the econonic work you've done
relative to Special Education, has there been any
differentiati on between Part C type services for students
age birth to three versus the Part B type services, three
t hrough 217

DR. CHAIKIND: Well, I'"'mtrying to renenmber.
There was, in one of the recent annual reports, sonme data
on Part C. And, if | recall, they said there was sone
ki nd of consistency between the shares of services
recei ved under Part C and Part B.

And Part C doesn't share as many cases as
Part B but Part C tends to start at earlier age with
devel opnental disability and then that share, over the
next couple of years, nobves into comrmunication
disabilities. And then, as you get into Part B, the ol der
kids, it broadens a |ot.

So, if | recall, those are what the data
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show

DR. G LL: But you're not aware of any
nati onal studies or you' ve not participated in any studies
t hat conpare costs between Part C and Part B?

DR. CHAI KIND: Not to nmy know edge. | think
your data collects sone of that but | haven't seen any
results on that yet.

DR. G LL: Jay?

DR. CHAMBERS: | should nmention to you, Doug,
that we're in the process of working -- or conpleting the
Part B study, but also in the Part C study. But we're
just beginning that process right now where we've
coll ected nost of the data for the expenditure anal ysis;
but we are at very early stages and probably a nunmber of
nont hs away from any concl usions or reports on that, on
the Part C.

DR. G LL: So to be determ ned; huh?

| mean, | think people have raised the
guestion, does a nore coll aborative service delivery nodel
such as Part C, which | think is kind of a followup to
what Todd was sort of asking, too, with the cooperative

type prograns, is that nore or |ess cost-efficient than
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kind of a primary service provider nodel, which is
obvi ously Part B?

DR. CHAIKIND: | think the question is if
earlier and earlier intervention saves noney later with
reduced needs to services at a | ater age.

A while ago | took a | ook at the relationship
between low birth rate and Special Education costs and, in
t hat study, we've showed that, if even a small percent of
wormen who have |ow birth rate children receive appropriate
prenatal care, then you could save Special Education
noney. So | think even earlier intervention, before
birth, could help, as well.

So | think that's a legitimte question.

DR. Gl LL: Ckay.

Davi d, do you have a question?

MR. GORDON: Thank you, Chairman.

Qur third panelist, who I understand
unfortunately couldn't be here, had a couple of ideas in
her testinmony, | wanted to get your reaction to them for
cost cont ai nment .

One idea was having the federal government,

t hrough I DE, set an expected |l evel of service defined for

66



10

11

12

13

14

15

16

17

18

19

20

21

22

certain high-cost disabilities along with a cl ear
del i neati on of what are educational versus nedica
services; that's idea nunber one. |dea nunmber two is a
cap on | egal fees.

How woul d you react to those two i deas?

MR. FREUND: Well, we've had -- on the latter
guestion, we've had school districts asking the
| egislature to provide a sort of a safety net approach to
|l egal fees, that is, to have the State share in the cost
of the defense. It's probably a very tough thing to do
politically for our legislature, and particularly to put
limts, since that's been a very hot topic in our
| egislature with respect to torts. The State has been
sued recently, and has |l ost a series of cases that run
into the tens of mllions for m sappropriate treatnent of
kids in foster hones and several other things; so we're
bei ng eaten alive.

But, to this point, the |legislature hasn't
been able to do anything about it because it's so
politically -- such a politically-charged issue.

VWhat was -- the other one was?

MR. GORDON: The first one was the notion of
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defining levels of service and that, in essence, creating
a cap on this as the defined | evel of service and draw ng
the dividing line between what is an educati onal service
and what is a nedical service.

MR. FREUND: | don't know what that woul d
sol ve because we're paying for both, unless the idea is to
t ake nedi cal services out of Special Education. |[|'m not
exactly sure how that woul d work.

MR. GORDON: Well, | think the notion, I
suppose woul d be, by defining the | evel of service, you
define the level of cost and that's it; that becones it.

MR. FREUND: Well, we've even had studies on,
as | said, fromour State auditor, about -- and a
| egislative commttee about trying to figure out whether
it was the level of services that was causing the cost
differentials anmong students. And they couldn't even find
the data to support those notions, at this point. W can
only expl ain about 35 percent of the variation with that
ki nd of stuff.

So | supposed that, if you cane up with a
uni form way of reporting, it may be possible to do -- to

establ i sh costs.
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DR. HASSEL: Did you say it may be possible
or it may be inpossible?

MR. FREUND: Well, it may be possible but |
think establishing the |level of services may be inpossible
because all kids are different.

| don't exactly know how -- how would one do
this. Educational delay, we tried that; that didn't work.
And, by the way, |'m not a program person; renmenber, |I'ma
budget person, so you're challenging me at this point.

But | think that there woul d be great
difficulties in trying to do this.

DR. HASSEL: \What about you, Dr. Chai ki nd,
what do you think of the feasibility of establishing sone
kind of scale of services, the costs attached to them
related to students' characteristics that could be used to
gui de a fundi ng systenf

DR. CHAIKIND: | think you need to be very
careful because | DEA says we need to provide the best
appropriate public education for kids with disability.
And, by precluding that -- you nmay preclude that by
setting up a scale of services and education and sayi ng

that, if it cost more than this, that's it, are you
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provi di ng the best education possible for these kids?

So | think what you want to try to find out
i's how can you provide the best education at the | owest
cost as opposed to saying you're not going above that cost
and, when the education gets up to that level, we stop --
or services stop.

| think you need to figure out how to answer
t hose questions.

MR. GORDON: Well -- or the other notion
could be that, having done that, you al so have a safety
net which would pick up the excess costs, but you'd at
| east have sonme norns and some standards to start wth.

DR. CHAIKIND: So it has just the details of
each case funding --

MR. FREUND: AlIl right. There is one nore
t hought that | had to your question, which is, our -- what
we found in our state is that, whenever we tried to pick
out a single category of disability and put sone
limtation on it, what happened is, is we' ve gotten
category creep that school districts figure out how to get
what they needed to get. So it's very difficult, you end

up havi ng uni ntended consequences.
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DR. Gl LL: Troy, you have a question?

MR. JUSTESEN: You tal ked about the fact that
you have no categories in the state in terns of categories
of disability, in the State of Washi ngton. That poses an
interesting question to me, Doug, because you're still
required to report to the federal governnent based on
those -- the 13 categories in the statute, but you have --
| mean, that seens to pose an interesting problemfor
states to deal with, states |like Washington and others, to
do that. So |I'm curious what your thoughts are on that.

Secondly, by the fact that you don't have --
you had 14 categories and now you have none, seens to
suggest anong sonme that there's a debate about whether we
shoul d have the 13 categories at the federal |evel or not.
And |'d like your thoughts on that.

Actually, I'd like both of your thoughts on
t hat .

DR. G LL: Do you want me to respond to that,
t 00?

MR. JUSTESEN: Sure.

DR. GILL: Well, let ne start by saying that,

when you say non-categorical, | think what M. Freund is
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referring to is a non-categorical funding fornula; that
does not mean we don't have the eligibility categories in
our regul ations and we don't report by disability. What
we don't is, we don't fund by disability.

In other words, a student with a | earning
di sability does not generate nore or |ess noney than a
student with a comunication disorder or a student with
enotional issues or a student with autism or anything |ike
t hat because part of the assunption is in the non-waiving
of the categories, you nake the noney available to the
school districts. So the issue, essentially, is to serve
t he students according to their needs, not according to a
differential anmount of funding they may generate as a
result of a particular |abel that has been applied.

MR. JUSTESEN:. Let nme ask the question
differently for you, then.

Is there any utility at the state level in
havi ng those 13 categories as opposed to having | ess than
13 categories -- or nore, for that matter?

DR. G LL: M honest answer to that question
woul d be no.

MR. FREUND: Well, there may be some utility
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in that there is sone notion as to what it takes to be
identified as Special Ed. | don't know if it could be
done sinply on the basis of academ c delay. But, you
know, there are a | ot of students that have acadeni c del ay
that are not Special Ed so | -- | don't want to argue with
Dr. GIIl, who is the expert but --

DR. GILL: [It's okay; you do it all the tine.

MR. FREUND: -- but | think he's |ectured ne
on -- when we tal ked about this in the past, about why the
14 categories of disability are around. And maybe you' ve
changed your mind; | don't know.

DR. G LL: Well, I think froma funding
st andpoi nt - -

MR. FREUND: Yeabh.

DR. G LL: -- I think that this is -- the
question for ne is froma funding standpoint, is there any
utility to differentiate between students. And | really
don't think there is because |I think students have to be
eligible for Special Ed. And, unless |I'm m squoting the
regul ati ons here, you have to have a disability, an
adverse educational inmpact, and a need for specially-

desi gned instruction. So, in essence, there is a three-
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part test.
MR. JUSTESEN: There's four; and they nust
neet one of those 13 categori es.
DR. G LL: And | guess ny answer to that is,
isn't the establishment of the disability and isn't that
the first part of the test and | don't know if maybe
Soci al Security or SSI, maybe, has a better way of doing
this in a way that doesn't somehow create a financi al
di stance and if -- for students to be classified as
Speci al Education or necessarily an incident in which
m ght increase the nunmbers. And | think those are sort of
t he questions that have swirled around this whole area for
a long tine.
Data coll ection purposes is one thing;
funding and entitlement purposes is sonething el se again.
MR. JUSTESEN. But is collecting that data
useful in any way? 1|s there --
MR. FREUND: Well, at this point, sonmebody
asked nme, in a way, Special Ed enrollment is increasing
and the only way that | could begin to answer it m ght be
to I ook at those 1077 reports over a period of tine and

see which categories were increasing and | ook for clues
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t here.

Ot her than that, froma fiscal standpoint, |
don't know what purpose those categories serve.

DR. CHAIKIND: Well, | look at things from
t he national perspective and, if, in fact, you want to get
a handl e on national Special Education costs, especially
to the federal governnent, presunmably you would need
categories in every state where data is simlar and
col l ecting across states, in sone kind of manner or other,
consi stent across states would be inportant, especially if
it goes into the debate at the federal |evel.

DR. GILL: Any other -- we really appreciate
you folks' time up here and taking the questions and,
certainly, the wide array of questions that you did, as
wel | . Between your exit and the next panel com ng
forward, we'd like to kind of take a break here at this
point in tinme so we can get you off and get other people
on.

So we'd like to take about a 20-, 25-m nute
break; so we would start the next panel at 10:10 as
opposed to 9:50 and, hopefully, that gives the other panel

to chance to get up
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And |'m sure there will be other questions
that folks on the Conm ssion may want to ask you,
i ndependently, as well.
But thank you, again, very nuch for your
time; | appreciate the information you' ve shared with us.
MR. FREUND: Thank you.
(Wher eupon, a brief recess was taken.)
DR. G LL: If we could have the Comm ssion
menbers and staff take their seats, please?
We want to nove to the second phase of
di scussi ons regardi ng cost drivers and ki nd of
specifically focus on, as best we can, regulatory and
adm ni strative costs associated with Special Education.
And, to help us in understanding sonme of
t hose issues and the policy inplications and
recommendati ons, et cetera, we have Dr. Jack Daray and
Paul Gol dfi nger.
Dr. Daray is the former Senior Fiscal Analyst
to the Washi ngton State House of Representatives
Appropriation Commttee and forner Budget Policy Anal yst
for the OFfice of Fiscal Managenent in Washi ngton State.

Jack earned his B.A. in social science at
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Sacramento State Coll ege and his doctorate in governnent
from Cl arenont Graduate School here in California.

So, wel come, Jack.

Paul Gol dfinger is wi dely known as an expert
in school finance in California and is a popul ar wor kshop
presenter, as well, having conducted nore than 400
wor kshops in revenue |limts, Special Education finance,
school district reorganization, and Gann (phonetic)
l[imts, which |'"msure you will explain to us what that
means.

MR. GOLDFI NGER: You don't need to know.

MR. GORDON: | don't want to know.

DR. G LL: David CGordon tells nme, "I don't
want to know what that is."

But we're not going to limt your input here,
so please tell us what the Gann limts neans.

M. Gol dfinger holds a bachelor of science
degree in physics fromCity College of the City University
of New York, and an MS. in engineering science fromthe
University of California at Berkel ey.

So wel come.

And, Jack, you're first up.
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DR. DARAY: All right.

Chairman G II, nenbers of the Comm ssion,
pl ease bear with ne; | just returned fromnmy first trip to
Loui si ana and di scovered that, at this time of year, there
is enough pollen to find any hidden allergy you may have
had. | notice there is soneone here from Louisiana who is
in the nedical business; |I'"'msure the allergists are
maki ng boat payments this tine of year.

When | was first contacted by the Commi ssion
and reviewed the charges to you fromthe President, it was
really charge nine that | prepared ny tal king points on,
or the detailed talking points. And that really was for
you to review the experiences of states that have tried to
change the way they funded Special Education. CObviously,
Bill Freund, who was here before, covered sone of that.

And so, what you see in nmy outline here is an
effort to kind of |ead you to understand the context that
permtted the state to nake the change and then sone
comments about the way it looks like it's working out.

You will have to judge for yourself whether
you replicate sonme of those conditions in the national

| evel and you will see that |I'mpretty insistent on sone
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of the things that |I think have to resolve if you're going
to try to enul ate Washi ngt on. And |'m not necessarily
recomendi ng t hat.

| have -- | amin the consulting business now
and | consult to the three |largest school districts in the
state. So | see it now fromthe other side, fromat |east
the last two years, on how it's operating and |I'm not
going to try to be judgnental here, although |I'm sure
you'll cuss nme later on on that. But | want to nake sure
t hat you understand the context.

So, if you will turn to page 2 on your Tab L
where really nmy review starts. And in the charge to Paul
and I, we were really to focus on the effect of state
statutes and regul ations on the costs and effectiveness of
Speci al Ed.

So I'"'mgoing to just go through the nore
generalized set of talking points and point out things
t hat address that particular concerns. But | do want to
make sure that you understand.

If you |l ook at page 2 under "A Review of the
Experi ence of State Financing" and reiterate sonething

that Bill tried to set for you; and that is, that the
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it creates and that's as a result of lawsuit in 1977 and
the finding of the courts, a termin the constitution
tal ki ng about the "Paramount Duty" of the State to the
K-12 system

But one of the things you need to be
especially cognizant of in considering finance, is the
ternms of that litigation was not about equal opportunity.
We are an 'anple funding' state; we are the first state to
be charged because of the, again, words in the
constitution fromthe founding fathers and not hers about
-- to provide anple funding.

And, when you add to that, a bal anced budget
requi renment, what you have for an experinent in the State
of Washington is, first, a big container, because you
can't -- you have to have a bal anced budget.

Bill mentioned that, in the '90s, the
citizens put on an even tighter ring around this
containnment, this Initiative 601, that said that the
governnment couldn't grow faster than the growth rate of
t he popul ation and inflation. So, obviously, froma

financial anal ysis perspective, you had to go | ook at any
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programthat was growi ng faster than those two things.
And | think, as Bill nentioned, one of themthat came up
when you went and did that test was Special Education.
So you need to understand this thing as you
start to say, "WII this work on a nore |oose...." --
"“...a nore open-ended federal situation?" and a |ot of
ot her states are not operating under that mandate.
One of the interesting things about the State

of Washington, if you go to | ook at statute effects,

costs, and the effectiveness of Special Education, you're

not going to find any, really, because it's all in the
Appropriations Act and |'m sure you could tell, fromthe
comments of ny coll eague, Bill Freund, that the budget has
an amazi ng anount of detail in it in terns of driving

Speci al Ed policy.

And so one of the issues you have to | ook at
is, if you judge the WAashi ngton experinment reasonably
successful, is whether you want -- whether you need a | ot
of direction in terns of policy, best practices, those
sorts of things, or whether you can lead it through the
budget. Again, |I'mnot going to be judgnental; |'ve spent

that | ast 26 years working in various budgetary capacities
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so don't take that as a lead to that. But it's sonething
you have to kind of consider

So let's -- on page 2, under -- one of the
first things that cones up under B), when the courts --
and they've rul ed several tinmes on what is Basic
Education; and the second time is when the court includes
Speci al Education. But it also included another program
that is very inportant; and you'll see that in reference
to sonething called the "Learning Assistance Program™

And, when the state has a programthat's
basi c educati on, what happens is that the Appropriations
Act |ays out very clearly that program | nean, it's a
separate entity and, therefore, school districts know
there is a special -- a separate pot of nobney to do this
other thing. 1In this case, "Learning Assistance" becones
fairly interesting in the sense that, if a district chose
to do it, this could be sonething of a screen, a state-
funded, explicit -- something that has to be anply-funded
-- that first screen for a student on the way to Speci al
Education -- or nmaybe not on the way to Special Educati on.

Some districts conbine this with Title 1 to

have a slightly bigger program but, since the early '80s,
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the State has had this very specific programto deal wth
t hose students who are not keeping up to speed

academ cally. The districts don't have to use it for
screening for Special Ed but my point is here's sonething
laying there that's a |ayer that probably npbst other
states don't have accessed. And it cane through,

actually, by something of statutory error, in a sense. |In
one of the introductory statenents to the legislation, it
said, "All children can benefit from.." and, anytinme you

say "all children can benefit" in a piece of statute, or
even the Appropriations Act in the State of Washi ngton,
you can bet there's going to be sonme litigation down the
road that said, "If you think it's good for all children,
you now have taken on the obligation to fully fund that
or, until you can show that that programis no |onger
needed or has been over-funded."

The second, under 1. C), Local Control.
Local control is something everyone wants to pay homage
to, everyone thinks is what's really critical to nmaking
the K-12 systemwork -- and, again, |I'mnot going to be

judgnmental, it's a fact -- and the |egislature, because it

deals with the Special Education budget and Speci al
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Education policy in the Appropriations Act, neans that

anything that's in the Appropriations Act tends to -- in
t he education section -- tends to characterize everything
in K-12.

Well they love to use the words 'for
al | ocati ons purposes only' because, one, they think that's
going to keep them out of lawsuits in terns of specific
requi renments, so nmuch for a high school student or an
el ementary student or a science student and it -- so it
gives thema bit of an out, that is, the State. And, of
course, it acknow edges this desire to pay honage to the
| ocal school boards. The State did not have to do that
and, in fact, was adnoni shed by the court, "If you want to
keep school, that's your business."

The problemthat creates is on the accounting
side, on the budgeting side, on the boring side; but
what's on the very inportant side in terms of your charge,
if you're actually going to contenplate of increasing the
i nvestnent -- the federal governnment's investnent in
Speci al Education. Because when you say 'for | ocal

pur poses only' that means they can nove the noney,

generally, a lot of different places.
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And, when you try to do the accounting for
what Bill was trying to explain, what's regul ar educati on?
You know, what's -- to use the politically incorrect term
-- what's a regular kid cost versus a Special Ed kid.

In the very first place, trying jut to define
what the average cost attributed to Special Ed kids is a
probl em because, even though we have a fairly detail ed
accounting system it doesn't get down to that |evel of
detail. So there's a squishiness, again, introduced by

the statutory reference to 'for allocation purposes only'
that the best of intentions has some very difficult
consequences for the Safety Net, which we will talk about
alittle bit nmore | ater, because of some of the
squi shi ness of the data.

|"ve already tal ked about the State budget
has to be bal anced. And one way to be very candid with
you is that, one of the things you | earn when you do K-12
finance work for the legislature, is that it's probably
one of the nost enotional areas to deal with in ternms of
doi ng financial analysis, it's along with devel opnent al

disabilities. And |I've done higher education budgets --

|'ve done all the budgets over ny years, for the governor
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as well as the legislature -- and | want to make sure that
you understand that Washi ngton was able to take on a
fairly vigorous, very short-lived debate in 1995 when it
changed its system because of something allowed it to kind
of transcend the enotional -- not to pay -- but to say,
“"We have sonme cost issues we sinmply have to deal with."

So that sort of forced the decision, you've
got to nake it, and allow the discussion that usually is
much nore enotional and hard to get to the point of,
"Look, we have got to pass the budget, what are we going
to do? We've got to stay within these constraints.”

On page 3 towards the bottom when | start
tal ki ng about the various elenments or the funding change,
itself, the flat-rate concept, that is getting rid of the
14 districts, again, for financial purposes -- and that
was a good question about the -- programmatically what he
had because the districts saw the programmatic he did,
can tell you because | go out and work with himon that to
a certain extent, nostly do you have it and do you have it
over tine. And that can be a bit disturbing in terns of
the quality of that data.

When you have to do what | think that the
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flat rate costs, the flat-rate policy eventually is going
to force, which is a discussion at the district |evel --
and |'m not sure it's happened that much yet at the
district level of, "Listen, we have one nunber that we
have to get. Why is it we're not getting that nunmber? |Is
it too nuch or is it too little?"

Wth the old 14 x 4 categories, and for a
superi ntendent who decided that he or she was really going
to take on this Special Ed issue and all the conplaints
that it was over-funded or under-funded, it was just too
difficult to take on. And one of the things about the
flat rate concept that was introduced, again in the
statutory nmeans -- setting, the Appropriations Act, is, |
think, at some point, it's going to force this cost
definition, "What is it we're spend -- what are the costs
i n Speci al Education?" |In place -- because you only get
one place in the budget where that number is and Bill,
t hink, was stating that everybody knows what that average
nunmber is.

And we get to the Safety Net and that's
affect on -- it's not alid but it's a starting point for

doi ng cost accounti ng.
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Turning to page 4 at the top, what you see is
a list of things that are elenents of the new formula and
the target limt. | was a little surprised that Bill |et
you tal k about the cap of 12.7 and, dependi ng on where you
were at the tinme, you either called it a cap or you tal ked
about it as a target. Because, what the State was trying
to say is, "We think that 12.7 is a reasonabl e nunber of

students to be in Special Education." and, again, put a
number right out there in the sand, along with the dollar

per student of excess costs, of the pure cost of doing

Speci al Education. "W're also going to limt to 12.7
percent. |If you have a problemw th that, cone talk to
us." And the 'cone talk to us' is the safety net process.

So you have the sinplicity of a flat rate and
the simplicity of 12.7 percent, but you do have this
overfl ow which has an interesting affect on backing up the
quality of the data on everyone el se.

And, because the safety net -- and, again,
t he | anguage in the Appropriations Act requires -- it just
has these t hrow away words, they want efficient and
ef fective progranms, efficient and effective prograns.

Well, that translates, in ternms of statutory |anguage, to
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the adm nistrative body, the Special Ed Safety Net, as

they start to | ook for the hooks to say the sinple word

no.
Because they've only got $12 mllion to
spend, what are the conditions we have to have before we

can say the words "no"? WelIl, one of the check-off points
is, "Does your program have any audit exceptions?" And,
if we have either the formal auditors or the Special Ed
review team which is not necessarily cost accountants,
but program accountants, and they can't find a specially
desi gned program and here is the X-Y-Z school district and
sayi ng, "You know, we're out of noney and we need nore
noney, the Safety Net." And the first thing you say is,
"Well, wait a mnute; we're looking right here and you' ve
got sone audit exceptions, you' re not doing sone of the
m nimum stuff already. Are we funding your inability to
run a progranf"”

And they can cone back and say, "W can't do
speci al design programs because we really are out of
noney. "

My point here is, you can see how this has

the affect, at some point, of sort of backing the
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districts up to have a good-enough case to go to the
Special Ed Safety Net Conmttee and say, "We're running a
good program and we're out of noney." This benefits both
parties in this, the funder -- that's the State -- and the
program and the students and the districts, which are
trying to run the best programthey can.

Let's see -- you know, on the bottom of page
4, you need -- point number 6 is "What about the change in
state K-12 system focus to performnce?”

VWhat that nmeans is that, in the State of
Washi ngton, |ike other states, is about to enbrace
out come-based -- that's probably not a safe term around
here -- but performance-based system of K-12 educati on.
And you need to be -- you need to understand that
everything that Bill's tal ked about and |I'mtal ki ng about
today is on a systemthat was based on inputs and desi gned
at the time not with a clean sheet of paper and what woul d
it take to do these progranms, but what are the prevailing
practices of district, called the 'conventional w sdom

So that other brave, new world of
performance, what that neans, "Not enough tine today." and

certainly not enough brain cells to solve it, but
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sonet hing you need to pay very specific attention, you're
just going to change a | ot of us who have been dealing
with K-12 finance. 1t's going to change the kinds of
i ssues we have to deal with in a very dramatic way. But,
just as a little teaser there, we'll put that one out.

| think one of the things |I can do for you,
again, in trying to help you think about are the potenti al

of adding the investnment of the federal governnent to

Speci al Education, is to repeat, |I'msure, the warning
you've got from many others that, to the field -- and,
again, on top of page 5 -- | know |I'm not supposed to --

l"mgoing a little bit beyond because |I'm
dealing with "Suppl ement Not Supplant” but let me tell you
fromny experience, | spent two years in the early '70s
wor ki ng on eval uation of a search of crimnal justice
projects for the State of Washington, fromthe governor's
attenpt and State's attenpt to reformit's crininal
justice system which had been funded by a very sim|lar
attenpt to what you' re doing, in the late '60s by
sonet hing called the Law Enforcenment Assi stance
Adm ni stration, LEAA, where the federal governnment deci ded

it really wanted a fundanental change and i nprovenent in
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And | can tell you, fromthat experience,
that the whole -- right now the field of Special Education
t hi nks the federal governnment owes 40 percent of the
excess costs of doing Special Education. And you really
need to resolve that issue because, if that's what this is
about, that you always owed 40 -- not you, but the federal
governnent's al ways owed 40 percent of the cost, when you
submt noney out there, you're not going to get extra
effort.

And maybe that's the policy that you want to
recommend. And that's fine; |'mnot recomrendi ng agai nst
that. M point is, fromm experience with LEAA and
comng late to the party because they did a | ot of
funding, late '60s, early '70s About 1972 or '73, the
fol ks back in D.C. said, "Cee, we need to find out what
happened to all that nmoney." The trouble was, the noney
had al ready been sent out. And the fundamental issue that
| tal k about, again on page 5, are making deci sions over
whet her you want -- again, and |I'm going to assune that
you want sonething extra for that noney.

It's even nore difficult than that. You have
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to deci de whether you want extra effort, nore of the sane,
or whet her you want some innovation. And, if you don't do
that up front, I can tell you, fromthe person who had to
go around and negoti ate eval uation kinds of -- evaluation
st andards and eval uation studies with both state agencies

and | ocal government, that they have already started down

the road and they' re going to be using it -- if sonmebody
doesn't say, first of all, "This is for new innovative
things," what's going to happen is that an operating unit

is going to get sone noney, and it doesn't know the
source, it's going to say -- "By the way, that State noney
that used to be, you're now on federal noney -- there may
be sone different standards, don't worry; get started, do
good things." That's a real surprise when you use a
crimnal justice analogy to the local parole office to
find out that it was being funded now with federal dollars
t hat they were supposed to be innovative and experi mental
and it was | abeled as doing sonething like intensive
parol e when, in fact, they just -- the |ocal governnent
just substituted noney. And all of a sudden, two, three,
four years down the road, someone cones and says, "Hey,

you know, where is that creative, new thing you're
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supposed to be doing?" They're so far down the |ine, they
never know t hat.

So, if you don't tell themup front, if
soneone doesn't insist on that up front and have sone
research standards up front, you don't get extra effort,
or you won't get innovation. Again, |I'mnot recomending
one or the other, |I'mjust saying, froma policy
perspective, that it's really inportant to be very clear
on that.

Let ne be a little bit judgnental here on the
experiment in Washi ngton because | do think, in the |ong
run, it's going to be good; it's going to be good in terns
of the kind of work that | do, for ny satisfaction, which
is, sooner or later, it's going to force sonmething which I
call cost definition down the district and building |evel,
but nost inportant to the district |evel.

Previously, | tal ked about the effect of the
flat rate and the 12.7 percent. \What happens when you
finally get a superintendent or the board of education, or
a chief financial officer which says, "lI've got to find
out about this Special Ed cost." is the effect in

Washi ngton of being forced to first have a real clear way
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to denonstrate you gave that Special Ed student all their
basic ed noney, "We spent it all; it wasn't enough.”

But then LAP, Learning Assistance Program
wasn't enough so you have this anpunt of npney, this
little graphic here, this anmount of noney, "W can show
that we spent all of it on this Special Ed kid. W tried

LAP, it wasn't an appropriate intervention; mybe we

didn't decide to..." -- and then, "We' ve now spent all the
excess costs..." -- which Bill said the whole thing nowis
about $8,000 -- "...and we still don't run a program
we're still out of noney. W haven't used a lot of |evy
noney. Well, again, the State is supposed to be fully

fundi ng sonething call ed Speci al Education, Paranount
Duty; what's going on here?"

What happens with this contained process of
having to go to the Safety Net Committee, is you have to
show your paperwork, you have to show it in a way that
sone fol ks can nmake sonme judgnments about.

And | can tell you sone of ny work; | can
tell you the three | arge school districts of two years ago
deci ded they were going to declare a war on O ynpia and go

down and get that noney, executed a special contract -- a
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separate contract with me to help themon this -- and they
never went to war. The reason they didn't go to war was
the three superintendents, all very big egos and all very
smart and, at | east one of themvery, very know edgeabl e
i n Speci al Education because he used to be a Special Ed
Director, when | did ny consultant work, which is the easy
part -- mnmy business is based on, "Do you have any data?"
My business is going to you and saying, -- ny whole
pr of essi onal career is about data-based deci sion-nmaking
and | been working in a fuzzy world all those years that
rarely uses data but hope springs eternal; | still think
I'"ma young man -- "You are going to be going down to
O ynpia and there are sone smart people down there... --
and you've witnessed M. Fryne (phonetic) who can be
pretty tough, on the other side -- "Where is the data?"
“"Well, we have 14 categories in one district,
we have 16 categories and you really can't track the noney
-- we've always just sort of done it this way." And so
after -- you know, two hours of fairly enbarrassing
di scussi on but very interesting discussion because sone of
them didn't understand the basic nodel. "Well, what do

you nean, we had to spend all the Basic Ed noney first?
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What do you nmean we can't prove that? What do you

nmean..." -- you know, because they had the chief financial
officers there -- they said, "Geez, we still think that we
don't get enough noney but we can't prove that." "Let's

go back and get on it." to their staff. And they're still
working on it, |I can tell you that.

And, as you know, real world, | know we have
at | east one superintendent here, all those issues cone up
because the board of directors, board of education,
deci des they want the school busses' col or changed, you
know, whatever, and the focus on Special Education drifts
of f.

But the process in Washington, |I'm not going
to say it's caused it yet, but the conbination of things
have caused a kind of accounting systemthat | think you
need to have in place, or anyone needs to have in place,
before you send extra noney. Oherwi se, you'll never see
any result or that extra effort.

DR. G LL: Paul?

MR. GOLDFI NGER: Okay, thank you.

It's ny pleasure to be here today. 1've been

i nvol ved in Special Education finance to a large extent in
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California since 1981; and |'ve done a | ot of thinking
about this issue and | know that some of the remarks that
I'"mgoing to make today are in areas that you' ve heard
about before, hopefully some are new i deas.

And, as | was preparing for today's
presentation, | renmenmbered, way back in 1973, when | was
very young, | was working at UC Berkeley on a research
proj ect, Childhood and Governnent project, and | did a
paper for their office that | ooked at where were the
pl aces in state law that specifically authorized school
districts to exclude Special Education pupils. And | was
horrified at what was going on in California and I'm a
strong advocate of the Education for the Handi capped Act
in 1975.

And certainly we've cone a | ong way since
1973. \When | step back and look at it, | go, "We' ve gone
froma system pre-1975 where Speci al Education pupils had
fewer rights than general education pupils to a system
where they have nmuch greater rights."

And there is an inbalance as a result of this
that creates a |ot of frustration on the part of school

board nembers who say, "lI'melected to represent all of
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the students in this school district.” and on the part of
adm ni strators and even teachers who feel that their job
is to serve all pupils, where there is this inbalance in
ri ghts.

And the systemis so convoluted that even
parents get very frustrated over this, how procedurally-
bound it is.

So ny coments today are intended to help the
Conm ssion work towards a better bal ance between regul ar
educati on and Special Education while still maintaining
necessary protections for Special Education. And the
comment |'m going to make early on, and later on, is that
fundi ng the 40-percent |evel would go a |long ways towards
resol ving this inbal ance.

In California, especially, it is not fully
funded, that when | | ook at total expenditures, | know it
is not costs but it is a reported expenditure for Speci al
Educati on, and subtract out all revenues, including the
revenues that school districts get for the general ed part
of the Special Ed popul ation, and the state aid, federal
aid, that there is an inbal ance of approximtely $1.3

billion.
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And this inbal ance neans that, for school
districts, they are saying, "W need to take unrestricted
general ed dollars and we need to spend it as suppl enent al
support for Special Education."”™ This is part of the
i mbal ance that needs to be addressed.

And certainly funding alone is not going to
do the job. It is one aspect that |I'mtal king about. |
think sonmething -- on page 4, sonething that Congress
needs to do, is to clarify what is free and appropriate
public education. Wen | though about it, well, there is
four words, and | think the first one is the only one that
everyone can agree on. Free nmeans free.

But what is appropriate? And the Row ey case
speaks to this issue where it says that | DEA does not
require that an educational program maxim ze a pupil's
potential, that appropriate is sonething short of maximum
But what's the dividing |line between appropriate and nore
t han appropriate?

And one idea that | had a nunmber of years ago
was nmaybe Congress needs to add a word and say the
standard should be free, appropriate, and conparabl e

public education. The word 'conparable' is one that |
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will comrent on as | go through.

The second issue is, what is public? |In |IDEA
"97, it made it very clear that, when fanmlies enrolled
their children in private and parochial schools,
voluntarily saying that we don't want to enroll in public
school; if they are in private and parochial schools, the
obligati on of school agencies is to spend a prorata share
of federal dollars on that popul ation and, after that

poi nt, they can stop spending. So they can say 'no' to
t he Special Ed pupils who choose to enroll in private and
parochi al school s.

| ssues that come up, kind of along the |ines
of what is public is that, for preschoolers, a | ot of
school districts do not operate public preschool programns.
But they have an obligation to serve disabled children
with their non-di sabled peers. And so is there, then, an
obligation to pay for private preschool tuition in order
to have that integration opportunity?

Medically fragile children need to be served
at home; nobody is questioning the obligation of the

school agency to serve nmedically fragile children who

cannot be transported to school, and serve them at hone.
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But, as many issues for children who are physically able
to be transported to school, where the parents are
requesti ng home-based instructional programs, often 40
hours a week at hone. |Is this also part of the scope of
publ i c education?

And then finally, as coments were nade
earlier, what is education? What is the boundary |ine
bet ween the services an educational agency needs to
provi de versus what are really health and nmental services?
The Garret F. decision highlights this point. And the
gquestion | raise is, shouldn't other public sector
agencies be required to step up and to provide their
appropriate services within their domai n? Were did
education have the ultinmate responsibility when ot her
public agencies, as in California, say, "No, we're not
going to provide that service." I1EP calls for that
servi ce, education pays the bill

On page 7, related to the scope of education
i's, what about related services? Here in California, in
sone cases, we're being asked to and required to provide
equestrian therapy, people are asking for dol phin-hunman

therapy; is this also the domain of public school
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districts? Even nmusic therapy. And | go, "Misic sounds
i ke education.” But, if a school district cannot afford
a nmusic program for non-di sabl ed pupils, why should it be
required to provide a nusic instruction program for
di sabl ed people? This is the issue of conparability that
| wish to raise.
And then, in terns of education, school
agenci es generally operate six hours a day, five days a
week, about 40 or fewer weeks per year. Whereas -- and,
al so, a summer school or extended-year program on top of
that. \Whereas some school agencies are being asked to
provi de, in-home, 40 hours a week, 50 weeks a year, why
shoul d school agencies be required to provide services
beyond the scope of the school day? This is an issue.
One idea that | put on the page that | w sh
to modify is, if school agencies are required, because
ot her public agencies deny responsibility to provide
heal th and nental agencies -- right now, school have the
option of seeking insurance reinbursement from parents’

i nsurance -- |'mgoing to suggest the issue, how about if

there is requirenent, if these are deened to be health and

nmental health services that fall in the | ap of school
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agenci es, mght not there be a requirenment that private
i nsurance pay for that? And maybe there is a need to
nodi fy in federal insurance requirenments that this would
not inpact a person's lifetinme insurance benefits.

One of the issues that just drives ne crazy
is Medicare is reinbursing sone of the services; Medicare
is reinmbursing nursing services, occupational physical
therapy, isn't this a clue that these are not educati onal
services? | nmean, isn't this -- it strikes me as being
st range.

School agencies have linmted resources and
strive to exanm ne every expenditure and try to nake every
expenditure be a cost-effective expenditure. Even the
President -- | was thinking of an anal ogy -- he has call ed
for the funding of the Mssile Defense Shield, nany, nany
billions of dollars, in the nane of national defense.
And, if we had unlimted resources, certainly we should do
that. But it's up to Congress to evaluate, is this cost-
effective or are there other uses of that noney that would
be better for either national defense or in the national
i nterest.

There are so nmany areas in Special Education
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where school agencies are precluded from eval uati ng cost -
ef fectiveness. And, if you |look at the exanple on page 9,
suppose that a school district assesses a pupil wth
severe disabilities and says, "W recognize the severity
of the disabilities and we propose this conmprehensive
educati onal programthat will cost $40,000 a year." And
t he parents or advocates say, "Well, we understand that;
we want this other programthat costs $100, 000 a year."
Not hing is done to eval uate whether that $60, 000 nargi nal
expenditure is cost-effective.

Now, |'m a numbers guy so | think about this.
Suppose that there was a determ nation that the $100, 000
program was i ndeed a better program and that gave a
hundred percent of what the child needed; and the $40, 000
program was worth 95 percent as nmuch, was 95 percent as
good. And so we're spending -- the school district says,
"We're willing to spend $40,000 to get 95 percent of the
way." |Is it reasonable that they be required to spend
anot her $60, 000 for a margi nal five percent advantage for
this one child? Nobody is |ooking at, is that cost-
effective, is it reasonable, and nobody is |ooking at, are

there other uses of that $60, 000 that m ght be better for
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ot her pupils with exceptional needs or other non-disabled
pupils. Maybe the school district had cut its nusic
program because of this kind of situation. Maybe the
school district cannot afford preventative (sic) services
for pupils who are not |owincone because of this
si tuation.

Wth the EDA, there is a requirenent that
enpl oyers provi de reasonabl e accommpdati on for potenti al
enpl oyees or current enpl oyees who are disabled. Maybe
there is need to have a reasonabl e acconmopdati on standard,
not unlimted. And, along these lines, in California, we
see on a not infrequent basis issues where individual
pl acenents cost $100,000 a year, in rare cases $250,000 a
year. This is extraordinary. And there is a cap on the

anpunt that is required to be spent for pupils in private

and parochial schools, after which a school agency can say

no'; mght there be sone caps inposed?

One formof a cap is Special Ed should not
cost nmore than 15 percent of a school district's budget;
and |'mjust throwi ng out an exanple, 15 percent may not
be the right number, and you are allowed a definition, is

this excess cost or is this total cost, are you incl uding
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indirect cost, and so on. But this concept, a total cap,
al ong which you nmust prioritize. And so the claimof one
pupi | doesn't have -- preenpt clains that m ght be good
for all pupils. O, alternatively, mght there be a cap
on individual services. And, along these |lines, sonething
t hat was tal ked about earlier, was a federal extraordinary
cost pool. M. Gordon, ny coll eague from Sacranment o, was
tal ki ng about this and maybe, for specific disability, it
woul d be that, okay, $40,000 would be a very high cost; if
t he placenent is above that, then there is a 50-50 sharing
bet ween federal dollars and |local dollars so that there is
still sone incentive to be discreet, prudent.

On page 12, you're hearing a | ot about
procedures and paperwork and |'m not going to dwell in
this area except to say that, in California, there were
anal yses where the school agencies were neeting a hundred
percent conpliance standard that was virtually inpossible
to neet.

It's as though every Special Ed adm ni strator
must play golf like Tiger Wiods in order to be a hundred
percent conpliant, you have to par every hole in order to

be a hundred percent conpliant. 1Isn't this a clue that
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the systemis out of balance? |It's frustrating for
adm nistrators, it's frustrating for parents, and
frustrating -- there's so nuch of the | egal proceedings
and the due process hearings focus not on whether this is
a good program but whether there were procedural errors.
We need to get away fromthis.

And one of the issues that | know that you
need to westle with is, how do you get away from
procedural conpliance to accountability w thout adding a
new | evel of paperwork and procedures?

Here in California, due process issues are
just phenonenal ly expensive and are used as a club agai nst
school agencies. | was talking to an attorney recently;
there was a hearing that went 25 days. The school agency
won on every single point and their | egal fees were
$300, 000 to defend this due process. This isn't hel pful
for anybody. It's a drain on school district
expenditures, the admnistrator is in the hearing instead
of dealing with parents and kids, it's not good for
anybody.

And, what we find is that those are incentive

on the part of sonme. |'mnot |abeling, broad-brush,
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everybody acting in this manner but, on the part of sone
advocates or attorneys to drag out procedures because they
get paid nore, they get paid by the hour, or the incentive
to say, "We're going to take you to due process; we're
goi ng to have an expensive hearing if you don't agree with
us in mediation ahead of tinme." Those are used as a club
agai nst us.

And some ideas on due process on page 14 are
to put a one-year -- that should have said statute of
limt on conpensatory education; right now, there is a
t hree-year statute of limts. And -- which nmeans that
parents may have suspected that sonething wasn't right and
they wait three years -- alnost three years -- to file a
claimagainst that; this isn't good for the pupils, it
isn't good for the systemthat there is litigation or
heari ng over three years of issue. This is an issue that
needs to be brought to light very quickly and get it
resol ved.

Use a public defender type of system so there
is not an incentive to drag out |egal proceedings and so
t hat parents who don't otherw se have access to private

attorneys woul d have access to the |legal system So this
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woul d be, | think, a win-win overall. Put a cap on

rei mbursenment for private attorneys' fees, again.
Davi d, you were asking that question earlier;

| think there should be a cap.

A col | eague of m ne was watching CNN recently

where there was a debate in Congress over Washington, D.C

School District. And what my coll eague said was that the
debate was whether to extend the cap on attorneys' fees
whi ch are currently $50.00 per hour, $250.00 per case.
And | go -- when Congress is paying the bill
for the Washington, D. C. School District, they put a cap
like that? And, when we're paying the bill, there's no
cap? | think there's sonething out of bal ance here.
And then, finally, hopefully, there's going
to be clarification on one of nmy earlier points; what is
appropriate? And, if so, then when an issue goes to
hearing, | think the first thing should be is what the
school district is offering, is that appropriate, yes or
no? If that is yes, you stop; the school district is
of fering free and appropriate public education, you stop.
There's no need to identify whether another programis

better, nmore appropriate; appropriate neans it nmeets the
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standard, stop.

On page 15, you're hearing a | ot about
discipline, I don't need to go into that. Just, | was
remenbering when | was getting ready for nmy presentation
talking to a county counsel -- and I'msorry, | don't
remenmber what county it was -- and he was tal ki ng about

how gangs know about the difference in discipline issues

and they are recruiting pupils -- nostly high school
pupils with exceptional needs -- to carry weapons or carry
drugs, knowing that they will not get in as nmuch trouble

as a gang nenbers thensel ves.

We have a system again, that is out of
bal ance. The issue here is bal ance.

Page 16, there is a |l ot of new therapies that
are being proposed and | think there's a need to have
federal |l y-funded research, not just on best practices but
on new t herapi es, new experinmental therapies. Perhaps
just like the Food and Drug Adm nistration doesn't |icense
a drug until it's been tested and proven effective, nmaybe
there should be a system of testing new therapies, for
what pupils are they effective, what quantity are they

effective? Sonme of the new therapies, sone of the parents
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-- or sone people are under the assunption that nore is
necessarily better and we're getting requests for 40 hours
a week. \What intensity works well? Obviously, this is
going to depend on the child, on the circunmstances, but
maybe get sone research out there before experinmenta

t herapies in due process hearings.

Page 17, this item | know is going to be
controversial. | was recently in a school district that
has a real budget problem they need to cut $7 mllion out
of a $90 mllion budget. And | was in there doing
consulting where in the area of Special Education could
cuts be made and still neet appropriate public education.
We identified areas where the district had overstaffing,
very little case | oads, where cuts could be nade. And
then | go, "Wait a mnute, that's going to violate, if
those cuts are nmade, the maintenance-of-effort
requirenment.

And what happened was, the school district
had | ack of controls, or whatever reason, they overspent
t heir budget, they spent down the endi ng bal ance, they
need to make cuts today. And the nmaintenance-of-effort

requi rement says you can't nmake cuts in Special Education.
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And some people would say,
"That's right; why should Special Education pupils suffer
fromfiscal m smanagenent?" | go, "Why shoul d anybody
suffer; why should the regular ed kids suffer from fiscal
nm smanagement ?

The fact is, had the district been prudent,
it would have had a | ower |evel of expenditure all along.
Can't they roll it back to that |ower |evel expenditure
t hat they would have had all al ong?

States can get a waiver of the "“suppl enent
and not supplant' standard during times of fiscal crisis;
why can't school districts apply for that? Wiy is it that
the only cuts that can be nade have to be namde through the

non- Speci al Ed progran? This is an issue of inbal ance,

agai n.
Hopefully, |I'm one of many speakers talking
about the 40-percent standard. 1In California, as | said,

our shortfall in Special Ed's funding is about $1.3
billion and the 40-percent standard, funding that, along
with the other reforns that |'mtal king about, would go a
| ong way towards elimnating the drain on general ed and

all ow dollars for program inprovenments and program
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enhancenent s.

And one of the things that | think is very

inportant is to reconpute the 40-percent level. And the
origin of the 40-percent level -- this was tal ked about
before but | want to make this point again -- was that

there was a study around 1970 that identified that the
cost for the average Special Education pupil was about a
hundred percent nore than for a general education pupil;
and the prom se was to fund 40 percent of that excess
cost .

| believe that, especially on the high-end
cost of the spectrum costs have shot up and | would

expect that, when the AIR study cones out, that the

average cost for Special Ed is nore than a hundred percent

t han the average -- above the average cost for regular ed.

If it's not, then it's because we've expanded the pool of
| ow-cost pupils dramatically.

And this leads to the final point on the
page. | support what the President is tal king about,
i nprovi ng preventative prograns, inproving reading,
keepi ng kids out of Special Education, teaching themto

read. Absolutely. And |I'm hopeful it's very successful
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t hat 20 percent or nore of the pupils who presently are
| abel ed Speci al Education can get the services that they
need and avoi d that |abel.

But this should not mean that the cost of the
40- percent | evel go down by 20 percent just because we've
elimnated | owcost pupils. | think that, hopefully, the
study will identify costs in sufficient detail that, if we
elimnate 20 percent of pupils on the |Iow cost end of the
spectrum that the -- it will allow the reconputation --
well, what is the ratio now? It's not going to be a
hundred percent nore; it's going to be a 120 or 130
percent nmore, and this needs to be factored in. A 20-
percent reduction in the nunber of pupils in Special Ed on
the | ow-end cost of the spectrum should not lead to a 20-
percent reduction in the federal obligation.

And, with that full funding of the 40-percent
level, | think there's a need for greater flexibility.
Here in California many school districts have backfill ed
the shortfall in federal dollars with the |ocal revenue;
that's the encroachnent that |'mtal king about, $1.3
billion. And, for the federal governnment to say, "Okay, |

didn't fund what | was supposed to fund, |I'mgoing to give
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you the dollars now but the rules are only 20 percent of
the new dollars can be used to offset |ocal revenue."
That inplies that 80 percent of the new dollars nust be
used to -- as an augnmentation, to augnment funding.

And, for some school agencies that are not
doi ng a good job right now, absolutely, it should be
required to augnment their progranms. But, for school
agenci es that are doing a good job, they're paying for it
out of their own dollars, to require that new noney spent
-- 80 percent of the new noney be spent as an
augnentation, on top of an already expensive program |
think is unnecessary and is a bitter pill on the part of
many school agenci es.

By way of summary, taken together, nmy hope is
that these ideas will help to create a better bal ance,
defi ne FAPE, bring about a better balance on the issues of
attorneys' fees and due process and |egal conflict, bring
about a better balance in the area of discipline. And
| et's recogni ze that the negative inpacts of some of these
exi sting conditions on the regul ar education pupils, as
well. Let's create a balance; let's create a systemthat

wor ks.
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Thank you.

DR. G LL: Thank you.

We're going to start with Comm ssioner
Hassel . Bryan, have you got a question or comrent you'd
li ke to make?

DR. HASSEL: Are either of you aware of any
efforts to quantify the regulatory and adm nistrative
costs of Special Education as opposed to, say, educational
costs?

MR. GOLDFINGER: No. This is a very
difficult issue. W asked our school agency constituents,
"What are you spending on |legal fees?" and they can't even
give us that. But what percent of adm nistrative tine is
spent on excessive admnistration, | don't think there's
any way to quantify that.

DR. DARAY: | think your question really
shoul d be, is there undocunented unreasonable costs. And
| can either get back to the Comm ssion, or Bill can.

There's been several tinmes in Washi ngton
where the state has attenpted -- commttees, typical the
policy commttees. We have a certain standard, a budget

conmttee and a policy conmmttee. The education policy
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conmttee is -- about every four or five years, depending
on the interest of the nenmbers, this question builds up
about these costs. And they -- | know there's been sone
comrmittee work done on that |evel

And, actually, in terns of the budget -- we
had one of our |ast budget crisis with every 10-year event
in the State of Washington; obviously we're in one right
now -- | think there was sonme work done to go through
that. And | think, actually, the superintendent of public
instruction's office, which Chairman G Il works for, was
-- had a review of its regulatory functions and whet her
they were affect -- and whether there was a requirenment
that they go through and identify all those things that
were State rule regul ation above the federal regul ation.
And it turned out there really weren't any. But you could
certainly hear fromthe field that there was all this
paper wor k.

Don't get ne wong; |I'msaying that it's a
non-trivial issue. But there may be sone way to hel p.
But the tough part of the question is the unreasonabl e
anmount of adm nistrative kind of work because the one

interesting thing about Special Education, as opposed to
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all the other budgets |I've done -- especially higher
educati on, those have sort of open-end entitlenents -- is
you do have a process that starts as soon as a child or a
student becones a focus of concern.
See, | have all this docunentation that, in a
sense, docunments the eligibility of a child, if done
correctly. Well, that docunmentation, it's a |ot of
paperwork. But you do have an entitlenent that's
docurment ed, unlike nost of the other areas of governnent.
Now, again, you're talking to soneone whose
career in the finance area. | believe it's protection for

both the student as well as to the State. So, fromthe

clients that |I've had over the years, governors -- the
governors that |I've worked for -- and then the
| egislatures -- the legislators that |1've worked for, they

feel confortable with that |evel of docunentation. And,
at a certain point, they say, "You know, given the
progranmati c kinds of issues involved, | don't mnd that
ki nd of docunentation in the field, if done well." But
(unintelligible) on that. So | know there's been at | east
three things; | just don't have themright here and can't

cite themright away.
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DR. G LL: Conm ssioner Gordon?

MR. GORDON: Thanks, Chairman.

M. Daray, | was struck by your coment that,
unl ess sonme of the rules of the gane, how they are to be
changed, are set forth before new noney starts to fl ow,
you've | ost the game because there's nothing nmuch will
change.

What are the key areas in the federal |aw
t hat you woul d set aside pending setting a new set of
ground rul es before you sent the noney out?

DR. DARAY: Well, I'mnot as famliar with
the federal |aws, enough to give you sone specifics on
that. But let ne, again, talk about some generalities --
sone general terms.

If there isn't a lead by those that are going
to have to do the evaluation research, that is, a pause
before this happens, so there's a fully-articul ated set of
research kinds of standards -- and | don't nean academ c
research, although it can be acadenm c research -- but the
-- some way to do the measurenent for its experimental
control groups -- or you're going to have to work through

all these nmethodol ogies; it's not easy.



10

11

12

13

14

15

16

17

18

19

20

21

22

| know it's suggesting it's easy but, if you
don't have that set up ahead of tinme, and a nonitoring
system -- because all the research is going to do,
generally, is tell you whether or not you've succeeded.
What you need to know is where are the el enents that
al l owed us to succeed.

And one of the things that was necessary in
the reformof the crimnal justice systemwas to go back
and not only find out that crine went down -- okay, in the
city of Auburn, the crinme went down and there's not a | ot
nore activity, what actually did that crimnal justice

system do to nake that change? What were the new things?

So, before -- you know, | guess ny
recommendati on would be just to spin -- and before -- |
have to say, | haven't heard someone dispute the claim|l

woul d make is that the 40 percent is an arbitrary number.
So what's the rush? | nean, if you're not going to do it
well, why do it at all?

And | have to say the experience from LEAA,
there's still a lot of bitter -- or nost of this,
especially -- there's still a |ot of people bitter from

t he LEAA experience who thought it was going to bring a
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new hi gh | evel of standards and got caught in the sense of
| ack of clarity about what this change was supposed to be,
and sone insistence that there be an inprovenment in
quality, not just quantity. And the noney just
di sappeared. So --

DR. G LL: Thank you.

MR. GOLDFINGER: | cone to that issue,
obviously, froma very different perspective.

And ny perspective is, there was a package
deal, the federal governnent inplenented Education for the
Handi capped Act, l|ater |IDEA, and, in 1975 said, "W know
we' re mandating an expensive progranm we're going to pay
40 percent of the excess cost."

And school agencies go, "Okay, we can deal
with that.” And the mandate has stayed and, in fact, as
one of ny coll eagues this afternoon will say, the mandate
has grown, but the pronise of 40 percent fundi ng has not
been forthcom ng.

This has created, at least in California, an
under fundi ng of Special Education, a drain on general ed,
that needs to be rectified. This is a major inbalance in

t he system
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DR. DARAY: Can | just comment on that
response just a little bit; something I |eft out.

DR. G LL: Jack, if you could make sure
you're closer to the m crophone.

DR. DARAY: Let ne just make a qui ck comment

on that. And I'lIl concede that, perhaps, what Paul has
characterized California as -- is the case. And |I'm not
trying to be mean here; I"mjust trying to be clear with

you about being clear.

| think the point that nmy coll eague Bill
Freund made, and | hope that | nmade, is that, even in a
state |i ke Washi ngton, which has a pretty good accounti ng
system and the data -- the kind of data that is avail able
to us is really extraordinary, especially conpared to
ot her areas.

But the point is, even the State of
Washi ngton, after five years of work with the Safety Net
Conmmittee, school districts still are very reluctant to go
to that Safety Net Conm ttee because they can't show they
actually spent the basic ed noney, that all that noney has
been conm tted.

So, if they can't show that -- they can show
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that they spent all the excess but there's still -- you
didn't get to this base. And ny hunch is, outside of
Washi ngton, and conceding Paul's point to California
because | don't know the facts, there's probably very few
states that can docunent, in the first place, they spent
all the basic ed noney.

So, you know, that's the piece -- in fact, ny
recommendat i on nunber one to you, that, you know, |
submtted in witing, was that you require a definition of
sone sort -- and | know this is extrenely difficult, I'm
not being cavalier about this -- but, if you can't -- if a
state or district can't define what basic education is and

can't docunent, to a reasonable extent, that it spent that

student's right, in a sense, first, then no one knows what
the cost is. It's just an unknown because of not know ng
t hat base.

DR. G LL: Conmm ssioner Coulter?

MR. COULTER: M. Daray, | was struck --
first of all, | really appreciate the candor, you know, of
your thoughts because | think, if we feel a strong burden
that, you know, in terns of public funds, that the public

funds are spent, you know, in a way that famlies are
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getting what, in fact, the |law prom sed them So, you
know, | do appreciate your candor about, you know, not
about just saying, "Just send us nore noney." but, you

know, what is that noney, in fact, going to purchase for

fam lies.
Your recommendations, as they -- for number 2
and nunber 4, | was struck when you said that, do not

rel ease any new funding until the policy rules and
noni tori ng net hodol ogy i s devel oped. And, in nunber 4,
you tal k about program evaluation as a tool for, in
effect, trying to kind of support additional funding.
Coul d you speak a little bit nore to that
i ssue, maybe on experiences in Washington State or
el sewhere, on how this nonitoring or, maybe, program
eval uation, it's research base, is in sone way tied to
fundi ng?
DR. DARAY: Yeah. Again, this reveals ny --
you know, biases as a researcher and interest in research
gquestions. But, again, I'll borrowa little bit on the
attenmpt to reformthe crimnal system And really what's
going on in current literature are the so-call ed best

practices kind of novenent
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VWhat's needed is sort of this interim
process, it's nore than having just good intentions; you
need to have sonme way that allows you to | ook at whether
this is really going to be -- is being effective, let's
try something that's effective, let's (unintelligible).
And | think it's a fairly sinple kind of a nodel |'m
trying to |l ay out here.

And, again, I'm-- if you just want to put
the 40 percent out to -- an additional 20 percent to nmke
the current 20 percent whole -- |I'm not recomrendi ng
agai nst that, but |I'm saying, in nunber 2, be clear about
your policy. And then, if you decide to go with, "No, we

want extra effort." to develop this process at the very
front end -- and the program people are going to hate this
because it neans a |lot of up-front kinds of definition
what this new activity is. You can't get to doing good
things -- and I'"'mnot trying to be mean about this at all.
|'"mjust saying a lot of extra effort is not going to

| ead, necessarily, to inproved prograns, and especially as
you enter the area of performance standards.

So | think that's what |I'mtrying --

referring to, sort of this interimprocess where you --
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maybe you have to do sone of this -- have a category of
noney -- and you could do both things, it doesn't have to
be one approach -- but you have a special pot of nopney,

maybe a richer pot of noney.

If you' re going to do something new with
Special Ed and you're willing to have sone up-front Kkinds
of research, and nonitoring along the way, so that we know
what you're actually changing -- and this is a probl em of
every reform even in our state and npbst states. Every
reformis about a test, it's about a nunber changi ng.
VWhat bothers ne is what do we know that will cause that
change, you know, -- researcher question.

So, without that mechanism you' re never
goi ng to know why things change; we just did a | ot of
sonet hing and it changed, for better or for worse. And it
seens we owe it both to the resource provider, the
t axpayer, as well as to the parents of the kids who really
-- they want to see inprovenent in their kid. And that's
what it all kind of filters through in the end.

MR. COULTER: Thank you.

|"d I'i ke both of you to conmment on M.

Daray's recomrendati on nunmber 1; and that is, it does not
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appear as though we have any adequate or uniform
definition of regular education costs.

Can you speak to that as it relates both to
California -- obviously, Dr. Goldfinger feels as though --
you know, there's already an excess there. But what about
this problemof there doesn't seemto be uniform
definition?

MR. GOLDFINGER: |I'mgoing to interject. |
appreci ate the honorary degree. As ny father once said,
Gol df i nger, yes; but doctor, no.

MR. JUSTESEN: | told you not to say that.

MR. GOLDFI NGER: You see, in California, we
don't need to track the dollars; we don't need to say,
"This is a basic education dollar, are you spending that
dol | ar on basic education?" | think you can | ook at
t hings globally and say, "How nmuch are you spending, in
total, on Special Education? How nuch are you getting, in
total ..." --

MR. COULTER: Pardon ne for interrupting but
isn't that a fundanental problen? [If, in fact, you don't
know that the first dollars have been spent --

MR. GOLDFI NGER: Well, let ne go on.
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MR. COULTER: Okay.

MR. GOLDFINGER: |'m going round off and
really tax ny menory.

We have, in California, a counting system
that reports total expenditures by program This includes
direct costs, allocated costs, indirect costs. And, when
we | ook at that for a statewide total, all school
districts and county offices, Special Education, if ny
menory is right, it was $4.8 billion.

We | ook at, what are the revenues that are
avai l able. Now, for a pupil who is |earning disabled, who
is in a regular classroom we go, "The general ed dollar
has to pay for that regular ed teacher.” and so we're not
counting that. This Special Education pull-out teacher is
the only cost that we're reporting here.

And so it's only the pull-out service that
we're showi ng as costs so | would say the general ed costs
and the general ed revenue is not part of this equation.
For the pupil who is in a self-contained special day
cl ass, the general portion -- which comes per unit of
average daily attendance -- yes, those revenues are

restricted and should be restricted for Special Education.
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So we count that as avail abl e fundi ng.
We | ook at the state aid for Special Ed, we
| ook at the federal aid for Special Ed; and, when | do

that calculation, | cone up with about $3.5 billion of

revenues that includes the general ed share for the pupils

in the self-contained classroonms, 3.5 billion,
| go, "Well, if we're spending 4.8 and we're
only getting 3.5, then we're spending 1.3 billion of
unrestricted nonies in support of Special Education.”
| don't think -- you're asking a question as

though it's a threshold question. | don't think we need

to answer that question. W' re already accounting for the

revenues, how can we not be spending the core general ed
dollars in support of these pupils?

MR. COULTER: Okay.

DR. Gl LL: M. Jones?

MR. JONES: M. Goldfinger, | want to explore
a few questions from your recomendati ons.

One, let me state as an outset point, | don't
necessarily subscribe to how 40 percent canme into being
fromthe 1975 debate and what led to it that you

described. But let's say how you described it is the
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appropriate nodel for considering it and that this is an
attenpt to approxi mate 40 percent of the cost, excess
costs of Special Ed, by being 40 percent of APP, average
per - pupi | expenditure.

If it turns out that, in fact, Special Ed is
| ess than twice the cost, should we actually reduce the 40
percent figure downward and, in the same, if it's higher,
we should -- | nean, let's say it's actually 1.8 times the
cost, should we slice 40 percent of APP to 32 percent of
APP?

MR. GOLDFI NGER: Yes, and, from 32 percent,
it would be al nost doubl e where you are now, yes. | think
we say we've got a deal

MR. JONES: No, | understand that. But |et
nme go on. You see, |I'malso not so sure that, when you
aggregat e Medi caid funding and ot her sources of funding,
you're not actually closer to that. But, if it slid to
1.5, you would be equally supportive of the nodel downward
as up?

MR. GOLDFI NGER: Yes. And | would be
surprised if we're going to see a nunber |ower than a

hundred percent. But where -- |'ll say, let the chips
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fall where they may. | think, especially if we're
successful of getting kids into reading prograns and
keepi ng out of Special Education -- Dave Gordon is
Superintended of Elk Grove School District, they have a
very innovative preventative program and they have -- in
California, the average school agency has about 10 and a
hal f percent of their school -age population in Speci al
Educati on; Dave's district, it's about -- | forget --
either eight and a half --

MR. GORDON: About nine.

MR. GOLDFI NGER: And so, yeah, it works. So
|l et's get these peoples out. But the ratio -- one of ny
points was, if that works, then the ratio for the
remai ni ng Speci al Education peoples, the average cost for
themis going to be higher because you' ve excluded the
| ow- cost .

MR. JONES: Okay. And thank you, that's
hel pful .

On the paynment for services at private and
parochi al schools, where you had suggested a prorata share
be all that a state is -- or a local is obligated --

MR. GOLDFI NGER: That is federal regul ation.
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MR. JONES: Well, no, I -- it's actually not
exactly. The obligation is only to pay pro -- to nmake
avai l abl e a prorata basis of resources but not, in fact,

on a per-pupil basis.

MR. GOLDFINGER: Oh, I'msorry if | was
m sunderstood. No, | neant a pot of noney, which is the
prorata share of the federal dollars. |If the pupils in
private and parochial schools are say eight percent of al
Speci al Education pupils and ei ght percent of the federal
dollars is a pot of nmoney, you spend that in a way that
you serve to maxi m ze cost-effectiveness, you don't have
to serve all peoples, you don't have to serve all peoples
equal ly; at that point, you can say no.

MR. JONES: Well, what |'m asking, though,
is, if it's appropriate to limt it to that prorata share,
is it also appropriate, on the flip side, to permt
children to obtain that prorata share on an i ndividual
basis? In other words, if you're saying that the pot
should be limted, should, then, the slices -- or the
pi eces within that pot be proportionally out for children
who seek it?

I f you have 10 kids in parochial school --
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MR. GOLDFI NGER: Ri ght --

MR. JONES: -- and you divide it up into 10
pi eces, should each of those 10 ki ds now have the
opportunity to pull their slice out of the pie?

MR. GOLDFINGER: |'mgoing to say, as we
di scussed, it's not the current requirenent and | don't
think that would be cost-effective because, generally,
you're going to need some kind of -- how nmuch service --
if their share, in exanple, was $10,000 and each pupil's
share was 1,000, how much service can you buy for 1,0007?
You m ght have much nore effective service to pay for a
fraction of a speech teacher. |If eight out of the 10 kids
need speech, and to buy, say, 20 percent of speech teacher
out of that $10,000, that's going to be nuch nore
ef fective than each parent having a thousand dollars and
having to go to a private vendor and get services -- get a
coupl e of hours of service out of a thousand dollars.

| just don't think it would be cost-
effective, it would be an effective use of those
resources.

MR. JONES: | nmean let's say -- | don't want

to bel abor this too Iong, but a | ocal catholic school has
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10 kids, the proportion and share would pay for one PT to
cone in twice a week. Under current |aw, that parochi al
school can't go to the district and say, "Hey, |'ve got
ei ght of your kids; if they came back to you, you'd have
to provide full faith for them |Instead they are at our
school; we would like to suggest that you provide that
prorata share and we'll be able to hire the PT." and,
i nstead, the school district can say "No. W actually
provide -- we make avail able those resources to you by
al l owi ng your teachers to attend our summer training
institutes that we spend federal dollars on."

That's within their limts right now and
t hat's what happeni ng at nost of those schools.

MR. GOLDFI NGER: Ckay --

MR. JONES: Would it be appropriate to all ow
t hose private schools to have the ability to access those
proportional funds on behalf of their students?

MR. GOLDFINGER: It's ny understanding --
you're stretching nmy area of expertise, but it's ny
under st andi ng that a school district does not make a
unilateral decision that it neets with the private and

parochi al school agencies, identifies areas of needs, and
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cones up with a group decision on the best use of those
dollars. If it were the instance that you said, where
it's either teacher training or nothing, I would go -- |
don't think that's appropriate. But it's nmy understanding
it's much nore col |l aborative than that.

MR. JONES: Ckay.

The | ast question | want to ask you is, |
guess, al nost a phil osophical one; and I'll extend this to
M. Daray, as well.

The origin of 94-142 in '75, was at a point
in the civil rights nmovenent where we were a good 10 years
after the passage of the original Civil Rights Act, we're
well into the court battles over bussing, and there's an
argument that part of the reason |IDEA had the support to
get through Congress was because of the fear of what had
devel oped under the litigation w thout funding that cane
out of the Civil Rights Act. So there were no carrots
inside the Civil Rights Act.

And further, the constitutional litigation,
as part of desegregation, that was | eading to the bussing
conflicts and so on, was short-circuited by providing sone

of these carrots inside |IDEA so that, in absence of | DEA,
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you woul d have had a stream of litigation that would
probably continue until today that would make nost of the
desegregation and bussing litigation |look |ike a debating
society, it would go on for years and be in |evels of
m nutiae that nade that | ook |like small tine.

My question is, in considering the
obligations that school districts view IDEA is inmposing on
them is there any recognition anong the policy-nakers
that you talk with that IDEA is also, in a sense, a shield
for them that it's -- it proscribes of service for
children within their systens that otherw se would be up
to the vagaries of federal court judges and state court
judges over definitions of terns |ike equity and access
and proper service?

MR. GOLDFI NGER: You're asking a very good
gquestion and only response that | can think of is that it
was ny understanding that the State of New Mexico at one
time was the only state that did not opt into Education
for the Handi capped Act and they found that they were
subj ect, | guess, to that kind of litigation and that kind
of, just -- they decided that, since we have to do all of

this anyway, we may as well opt into the program and get
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the federal dollars. And so that may be your one test
case, to |look at that.

DR. DARAY: M experience has been in terns
of that kind of understanding IDEA as a shield -- is the
way you characterize it -- and as a way to think about
what the K-12 system especially the Special Education
works, is a real world sophistication that's just not
evi dent at state-policy-nmakers in Washington right now.
It's just not a level of interest; these things kind of go
in waves, you know, it goes from higher-ed to K-12 to --
and there's also -- let ne take this opportunity to nake a
comment on the whol e scal e change of policy-makers in

states |like, say, Washington, there's really not much --

when you go back to things in the "80s -- | know for Bill
and |, the '80s are just the other day and we keep
thinking -- the problenms we deal with -- ever-changing.
We don't have termlimts, it doesn't -- we don't -- we

don't need it in the State of Washington, there's such
hi gh turnover.

But there's really no one left fromthe '70s
or the '80s. So, froma -- so, for a policy issue |ike

Speci al Education, they're just overwhel ned and they don't
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put in the six to eight years they used to before they
even felt, you know, like taking on the tough issues,
whi ch is higher education, something |ike Speci al
Education. You know, it just takes a |evel of
sophi sti cation.

So, in a sense, you have an opportunity to
start a new nessage in this. | nmean, | don't think --
those old issues -- you can redefine that original terns
of entitlenment; and | don't know what's so sacrosanct
about that. You're not going to find anyone in the
Washi ngton | egi sl ature and you -- but you woul d have,
probably eight years ago. You certainly would have -- ten
years -- "Wait a mnute, | don't remenber what that was."
I nmean, it's just sort of academ c argunent now, it's sort

of , "What do you want to do?"

And that's why -- | don't know if you can
tell where I'"'mleading in ny recomendations; |'m worKking
agai nst ny professional |ong-run, which is, |'ve always
been on the finance side. And what | suggest to you both

in my talking points, and nmy recommendati ons, in the end,
in an ideal world, policy would drive things, not the

finance side of things. You would have a clear idea of
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what are best policies and best practices and then you
could fund that.

But, in the absence of that, you just don't
know what you're getting. So here is the opportunity --
maybe it's a little chunk of -- 1 think Commi ssioner
Gordon asked this question and maybe | didn't answer it
wel | enough -- | mean, here's your opportunity to maybe
set alittle bit of it aside and require this to be to the
pl ace where we really know what happened to the noney we
spent -- not to say the other noney is not well spent; |'m
not inplying that at all.

But here's a part where you would know. And
t hese are the practices you could -- you take down to the
cl assroom and di ssem nate. | think that answers one of
t he Comm ssioner's questions.

DR. Gl LL: Wiich actually, | think, is a
pretty good segue for a question that | have. And,
actually, | have a question for each of you and they are
not the same question. And I know the Comm ssioners wll
appreciate that | didn't do that this tine; | usually ask
both of you the sanme question and give you an equal

opportunity to respond.
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What |'minterested in, and this question is
for M. Goldfinger. You used an exanple on page 9, |
bel i eve, where you tal ked about allowi ng the cost of
services to be weighted, the $40,000 program versus the
$100, 000 program and normally, | suppose, |EP teans would
deci de which one is nost appropriate.

MR. GOLDFI NGER: Well, | was tal king nore of
a due process hearing, at that point.

DR. G LL: Well, | think it's under All ow
Costs of Services to be Weighted (SIC) (cont.), nunber
two. The question you ask at the bottomis, "Are we being
prudent with taxpayer's noney?"

MR. GOLDFI NGER: Ri ght.

DR. G LL: Follows is, "lIs there a
"reasonabl e accommpdati on' standard that can be used?"

What woul d the el enents of that standard be?
How woul d you approach the reasonabl e accommpdati on noti on
of differentiating between a $40, 000 program and a $60, 000
(sic) program | aminterested in. So what would sonme of
those standards be? \What would some of those service
del i very standards, or questions you m ght raise about the

di fferences between those two prograns?
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MR. GOLDFI NGER: Well, | would ask that a

consi deration be allowed on the part of the hearing

officer -- this type of issue generally goes to a due
process hearing where the parents offer one thing -- |I'm
sorry -- the school agency offers one thing, the parents

request sonmething else. There is a |lack of agreenent
anywhere in the process until it gets to a due process
heari ng.

And | would like to see the due process
hearing officer allowed to evaluate not only these dollars
for this individual, but also, is this a prudent use of
noney. |It's going to be very subjective, in some cases.
I can make it objective by having the hearing officer give
a nuneric score, like | suggested. Well, if the $100, 000
program well that's a hundred; and, if the $40, 000
programis 95 or 85 or whatever they say, then they can
eval uate, is the marginal cost worth the marginal
i nprovenment .

I f what the school agency is offering is
i nappropriate, gets a score of 10, you'd say, "That
doesn't qualify at all."

DR. G LL: If it's inappropriate, | think it
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woul d score a zero.

MR. GOLDFINGER: Right. O just is not very
good; it gets part of the way there. O, going back to
the other issue that | raised, is the school district's
program appropriate; and the answer is yes. So that gets
a hundred. 1Is the other programbetter? So that's 110.
And so are we getting an extra 10 percentage points for
$60, 000? Nobody is asking that question, is this an
appropriate use of noney; and nobody is asking the
guesti on, where does the noney conme from School
districts don't print dollars; we don't have deficit
spendi ng.

What are the consequences on the rest of the
educati onal program --

DR. G LL: So, in essence, you would let the
courts, basically, or the hearing officers or the
adm ni strative |aw judges determ ne point val ues for
appropri ateness of prograns and assign a cost to thenf

MR. GOLDFINGER: Well, |I'ma nunbers guy; it
sounds reasonable to ne.

DR. Gl LL: Ckay.

Agai n, my question for you, Jack, is could
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you talk a little bit about what your perception of the
di fferences between system accountability and student
accountability -- as it relates to Special Ed, of course.

DR. DARAY: Tell me a little nore about your
guestion, make sure | understand.

DR. G LL: | think one of the things that
we' ve heard bits and pieces of today, if one of the
charges is to look at the finance, the cost-effectiveness
associ ated with Special Education and then, is that, in
fact, accountability, does that drive inmproved educati onal
outcomes or whatever. It sounds to nme |like there are sone
nmeasures of system accountability that have to be affixed
to that.

Now, maybe it isn't the traditiona
conpliance system maybe it's another way of | ooking at
growth rates, outcones, in relationship to state test
scores, whatever that happens to be, versus the notion of
the individual entitlement and the student accountability
that may come from part of what M. Gol dfi nger was just
tal ki ng about, assessnent of cost on a student-by-student
basi s.

And | guess what I'minterested in is, do you
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see differences between the dynam cs of a systens
accountability system versus a student accountability
system? | mean, the systens are --

DR. DARAY: Well the student accountability
-- really what you're asking has to do with the general
education reform nmovenent. And, you know, for it to work
correctly, in the end, the nobst inportant enployee in al
this business is not enployees of the U.S. Departnent of
Education or the State Superintendent of Public
I nstruction, or school district adm nistrators, it's the
cl assroom t eacher.

And so a system of accountability, if it
doesn't -- | hate to use this term-- but, if it doesn't
provide sonme real time kind of information back at some
point to cause sone teacher to change his or her
practices, then it really doesn't -- you know, and that's
when -- what WAshington is struggling with right now, what
do you do with these scores?

You know, we can publish themin the paper
about how different districts are doing, and that nakes
policy-makers feel certain ways, but what the whole

enterprise is about, the whole education and formal
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novenment, that is inmproving education. |[If the classroom
t eacher doesn't change his or her behavior then the thing
hasn't worked. It's just nore of what used to be.

So, you kind of need to hand-in-hand these
two things and it's formative data and summative (sic)
data and you've got to have both. And the fornmative data
is the stuff that goes to the classroom at the program
| evel, and the sunmative data is the stuff that will keep
adm ni strators and state policy-makers and federal policy-
makers -- sort of generally tuning where the systemis
goi ng, or feeling good or not so good about where they're

i nvest nent i s going.

So those -- so | think it's the sane issue
that's all -- all that K-12's got to deal with is, or we
cone in with both kinds of data. | think we're com ng up
really short on the formative side. And, again, |'ve had

a very lucky career and since |I've always sort of been

pl aces, and when you had reform | did a lot of that and
-- | mean, welfare reformof the '80s -- one of the things
t hat happened, | was around during all the debates,

whi chever was convinced woul d go any place in Washi ngt on.

But, when both sides, it was real clear it was going to be
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-- the deal was, data for both. I'mwlling to go through
t he paperwork to send information to Oynpia or to
downtown as long as | will get sonmething that hel ps ne

with Johnny or Susie, whether they' re getting better or

not .

Because -- | don't know, they just go off
sone place, | never get any feedback, |I'mjust going to do
what | learned in nmy school of education and | |earned in

sone training.
But to have actual, verifiable data to do
that, those two el enents have to go together.
DR. G LL: Thanks, Jack.
Comm ssi oner Chanbers?
DR. CHAMBERS: It's kind of good and bad
being at the end of the row here because nobst of your
guesti ons have been taken by the tine you get down to me.
Actual ly, a couple of comments and then sone
guesti ons.
Paul , |'ve got good news for you; the first
of many reports is out, it's on the web; it was about a
week ago. The new nunber, if there is a single number, is

1.9. Now it says it costs about 90 percent nore to
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provide -- or -- let me step back.

We're spendi ng about 90 percent nore on the
typical -- | violated ny own definitions here --

DR. G LL: Thank you for the clarification.

DR. CHAMBERS: We're spendi ng about 90
percent nmore on the typical Special Education child as we
are on the plain vanilla general education, or regul ar
education child right now in this country.

If | exclude capital facilities -- our best
estimate of what that is, the nunmber is 2.08 -- if | just
| ook at current expenditures, for exanple, it doesn't take
t hat much nore space to provide the services on average
than it does other kinds of services.

So we're still around the number that Dick
Rossni |l | er (phonetic) and his coll eagues, 30 years ago in
the late '60s, said it was 1.9 and it went up to 2.17 in
the md-"70s, it went to 2.3 in the '80s, and, you know,
now our nunbers are show ng about 1.9 or 2.08, depending
on how you neasure it.

So, if nothing else, it's a bit of a
clarification. The other issue, | don't -- |'m not

convinced that the 40 percent has any relationship to that
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number. | nean, the 40 percent, as | see it, is 40
percent of excess costs, whatever the -- and I'Il use the
term everybody seens to know what excess costs neans --
but it's actually additional expenditures. But 40 percent
of additional expenditures as opposed to 40 percent of
APPE.

APPE, the average per-pupil expenditure, is
just a way of estimating the cost of a general ed or a
regul ar ed child.

Here's anot her point of clarification. W
estimated that we are spending $77-plus billion to provide
educational services to students with disabilities who are
eligible for Special Education. $50 billion of that were
funds that were marked for Special Education resources and
servi ces, whether that be adm nistration of the program
transportation of service -- special transportation, and
then the instructional and rel ated service programns.

Now, what's the excess costs, additional
expenditure? |It's somewhere in the nei ghborhood of |ess
that 35 billion because the $50 billion, a lot of -- sone
of what Special Education is expended on is things that

are really part of the general education curriculum
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So, when we tal k about Special Education
expendi tures and we | ook at accounting systenms and try to
figure out what those amounts are, sone of the
expenditures that are for Special Education resources,
resource teachers, special class teachers, are for things
that would be provided if this child was in the general
educati on program

So, to talk about Special Education spending
and excess expenditure or additional expenditure, whatever
termyou want to apply to it, are two different concepts.
And | think we've agreed today that we need to think of
the general -- what's spent on a general education child
as kind of a benchmark here. So | think that
clarification is very inportant.

Part of the reason we have conpliance-m nded
fundi ng systemis because different |evels of governnent
don't trust one another. Maybe for good reason; |'m not
going to make that judgnent. | |ook back over a career of

working in this area for some 25 years and words |ike

“appropriate,” "thorough and efficient,"” "efficient,"”
"adequat e" we've been using in the finance comunity for

years. And they are all, in nmy view, alnopst meaningl ess
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concepts; they don't tell me anything about what's being
provided in terms of outcomes to Kkids.

Appropriate, efficient, and adequate ends up
bei ng whatever we can afford.

"Il step down off my soapbox for a nonent --

MR. GOLDFI NGER: It's nbre than we can

af f ord.

DR. CHAMBERS: Well, I1'll pass on that
coment .

| guess I"'mtrying to figure out, is

ultimately we're concerned about results for children and
I"mstill struggling how we neasure that, how we get at
results for children without, at the levels we're talking
about, whether it's a federal or state level, resorting to
t he bean-counting nentality, the conpliance nentality.

You' ve got to have these kinds of services
for these kinds of children, you' ve got to be spending the
dollars only on this kind of child, as opposed to, let's
put the dollars out there and allow | ocal school
districts, or schools, to try to decide, in their |oca
conmmunity, given the needs that are out there, how do we

best serve these children in order to provide outcones,
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results, independent living, whatever the set of outcones
are.

So | guess I'mtrying to think -- | heard
people talking -- or you nmentioned reduction in paperwork,
how do we take off some of these burdens that we've
i nposed at the federal |evel and provide sone kind of a
context of trust at the state and |ocal level to serve
children and get results? What are the results? | nean,
how do we neasure this?

DR. DARAY: Let ne take a quick -- actually,

on page 5 of ny talking points, point C which is al nost

the last one -- things | think are inportant as you get to
towards the end -- so alnobst the very last thing |I talk
about is that -- this technical issue.

And the underlying technical issue, we need
sone -- as | say -- "explicit consideration" because we
have an area that's already got a | ot of docunentation, a
| ot of paperwork, whether it's successful or not, it's --
but there's a lot of it.

To do sone of the things that the State of
Washi ngt on has done, on a national |evel, probably isn't

reasonable. And what | recommend are a couple of things
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that, we sort of have to let go. As policy-mkers, you
have to |l et go and maybe operate |ike the private sector
to a certain extent, and that is, do sonme sanple -- you
know, when you've got a production line, you don't pul
out everything on the line and sanple, | nean to do a
hundred percent sanpling of whether that product is
conplying with what we think it ought to be to be a
successful product.

And one of the things that you can do is talk
about sone very heavy enphasis on sone pil ot progranm ng
where -- basically sanpling -- rather than this hundred
percent sanple that government thinks it has to do.
That's a tough step. You' ve got to do it right up front,
explicit -- and it nmeans you're going to have some
spillage, it nmeans you're going -- and |'d argue, you
don't even know if you've spillage right now

So why not go into those states or those
districts that want to engage in a fairly thoroughly-
researched -- from an operation standpoint, we're doing a
good job and we are going to nake the changes and to have
all the formative and sunmative stuff -- give them some

extra level of funding so you can start to find out --
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it's going to be an interim process over a long tine to
get to the changes.

But, you know, | can't agree nore with what
your issue is. It makes us budget folks a little
unconf ortabl e because we |i ke having -- we think we know
who have big data systems. Well, | can tell you as a
former budget director of Evergreen State College, and now
as a consultant who gets to see the other set of books,
that there is a struggling to try to find out how they're
doi ng, they're just struggling. These are good peopl e and
they're overwhelnmed with the job; they're trying to find
out, what's nmy real cost -- my cost definition I talked
about earlier.

So perhaps a sanpling kind of approach would
be an answer -- a way to go. And then you generalize from
that to the extent you' re disproven

| nmean, that's --

MR. GOLDFI NGER: That's outside ny area of
expertise. 1'd be afraid to talk on that.

DR. G LL: Troy Justesen?

DR. CHAMBERS: | wanted to followup with --

DR. Gl LL: Onh, go ahead; foll ow- up.
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DR. CHAMBERS: | waited this long --
DR. GILL: You bet. We will start with you

first next time, Jay; how about that?

DR. CHAMBERS: Regarding the -- | want to go
back to the Safety Net concept of the -- it seenms to ne,
if I understand it correctly -- and I'm not saying | do --

that it's a process of |ooking fromone year to the next
and sayi ng, "Gee, our expenditures have changed very
dramatically fromthe previous year and we struggl ed
t hrough our accounting systemto try to figure out why
t hey have changed."

| " m wondering, to what extent -- | nmean,
we' ve been thinking about, as you nentioned, | think, the
notion of the very high-cost child. And |I'm wondering to
what extent this kind of concept or approach could be
applied on the basis of individual children as opposed to
| ooking -- trying to dig through an accounting system

In other words, | can go through and say,
"Here's a couple of children in our district who are
extremely high cost; here's the kinds of services that are
bei ng provided to these children.” And, instead of

t hi nki ng about it as a safety net for the whole system
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trying to focus it a little bit nore on a very snmall group
of children who can bankrupt a small school district.

DR. DARAY: That's the long range, | think I
suggested earlier, the |l ong-range inpact of a safety net
process.

Again, in a state like Washington -- which is
ki nd of contained -- but as you sort of back the whole
system up, the problemat district level is, the person
who has to do the work on the safety net application often
is fromthe business office and the connection to the
program side is not there. |In fact, it's interesting to
wat ch t hem when they finally get together, you know, "Gee,
| didn't know you knew that."

So it's to a point -- and again, |I'm not
trying to be mean spirited -- I'"mgoing -- what |I'mtrying
to say, if you want good nmanagenent and a dollar spent
wel |, the nost services to the kids, well what you do
first is you press this systemdown -- the district has to
get the program person together with the finance person
and say, "Well, what are our costs?" because they do and
don't tal k together and they certainly don't warn each

other, | can tell you that. It's a world of surprise. One
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of the things you | earn when you work for the |egislature,
never surprise a nenmber with any of your testinony.

"1l tell you, with the districts, there's

this time of the year -- it's about this tine of the year,
it always happens with the budget -- all of a sudden the

program people will say -- and | get the -- | really like
what | do, | get to watch them say, "W would like to tell

you, we've decided to do a | ot nore contracting with
Children's Hospital for a bunch of things and the grid is
not going to look quite right." "Oh, yeah?"

So | woul d suggest, at least in the case of
Washi ngton, over time -- |I'mnot saying it's happening now
-- as you start to force that decision back in terns of,
if we're successful in saying to soneone, "We're out of
noney; we've got to show we've spent all our noney right
now." -- well, if that process, they've got to go in front
of that Committee -- which, again, is their peers, it's
not budget people, but they know they've got to -- that's
forcing a lot -- it is starting to force, | would suggest
-- | couldn't prove this but |I think I've seen it --

because ultimately, | think, was your best chance to get

Special Ed directors to act |ike managers and not program
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advocates. Because, you get a good manager, the best kind
of program advocate there can be because it means you know
what you're doing. And that's the problem

And that's why ny -- again, ny |ast
recommendation is on my whole thing -- if you never do
anything else at all, go out and require Special Ed
directors to have to be firmy grounded in good managenent
and good financial information and skills so they can go
and make sure they're getting all the noney that they're
supposed to be getting and that they are nmanagi ng things
as tightly as possible. So then they can nmake their case,
there isn't enough noney.

And, if you can't do that, if you can't show
that, then the appeals to the Safety Net Conmittee or to
t he taxpayers is not going to be successful over tinme.

DR. CHAMBERS: It's kind of satisfying to
hear you say that because then -- and sone 20 years ago in
sone papers that Tom Parrish and | have witten together,
one of the leading coments is, we need to figure out ways
to bring progranmatic or curricular decision-making
together with fiscal decision-naking.

And I, frankly -- I"'mstill trying to figure
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out how to do that because, literally -- | think you'l
back me up on this -- if you walk into a school district,
the fiscal decision-mkers, the business officers are
literally in one wing of the building and the programmtic
people are in the other wing. |If you go into a school of
education, the finance guys, the econom sts and those --
t he green-eye-shade folks are literally in one section of
the building and the people who do programmatic research
are in the other section of the building.

And it's not through maliciousness, it's just
they are trained differently, they have different
backgrounds. One group is psychol ogists and educati on
specialists and the other are econonists or finance or
policy specialists. And there's not nmuch of a notivation
to get together.

If you walk into school districts and ask a
Speci al Ed director how nuch they're spending on their
program sonetimes they don't know, they have to go to the
busi ness officers to ask that question. And --

DR. DARAY: DMbst times they don't know --

DR. CHAMBERS: Well, nmaybe in Washi ngton --

DR. DARAY: Not because they don't want to;
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they're busy, they are very busy people. But --

DR. CHAMBERS: -- folks, they have an awf ul
time trying to ferret out sone of the data.

| guess the question is, how do you bring
that together? |I'm not convinced -- oh, you said we
shoul d be doing that but |'ve been working on it for 25
years and | haven't figured out the mechani smthat brings
t hose fol ks together in the policy m xture in the | ocal
di strict.

And |I'm not sure the federal government --

DR. DARAY: Well, that's -- | nean, that's
the problem That's why | was trying to caution you; |I'm
tal king fromthe Washi ngton State experience.

DR. CHAMBERS: Maybe there is one | ast
guestion here. Maybe this is the wong group to ask it of
but 1"mgoing to ask it anyway.

From a fundi ng perspective, what is -- or
what should be the federal role in fundi ng Speci al
Educati on, or |IDEA? How would we structure that? What is

our first -- what is the responsibility -- | say "our"; |
mean, it's our government -- but what is our

responsi bility? Wat should the federal role be in this?
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(No response.)

DR. CHAMBERS: That's the sane answer | had.

DR. DARAY: | would recomend, be the change
agent. You know, sone states have got their act together
and have the right sort of policies, legislative
conm ttees that focus on this, or naybe a governor's
of fice that focuses on this; but, in the world of Special
Ed and K-12 finance is filled with a | ot of very busy,
overwor ked people. And if you don't, at some point, do
sone prioritization and say, "W're not going to continue
to work -- this is the nost inportant thing we need to
focus on."

Because one thing you're going to have --

it's nost inportant -- you're going to have, perhaps, sone

noney, and some new noney com ng; that's the chance --

that's your chance to be in the role of change agent. So,

if you want to get to this noney and you want to see these

new -- then you've got to decide what you want those new
things to | ook |ike.

Ri ght, that would be ny recomrendati on; see
yourselves as the -- | recomend be as a change agent,

that little part of investnent.
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MR. GOLDFINGER: |'m having a real hard tinme
answering that question in isolation because the federal
governnment is not only party to Special Education in terns
of providing a portion of the funding, albeit a small
percent of total funding, it's also the party that has
establ i shed, through |IDEA, a series of mandates that some
school agencies are finding very, very expensive to
i npl ement as written or as interpreted in this state or by
the courts.

And | think your job is not just how nmany
dol l ars should go out there but what should the federal
role in prescribing the program |l ook |ike. And many of ny
comments were addressed on that aspect.

DR. G LL: Troy Justesen.

MR. JUSTESEN. Well, Jay read ny | ast
guestion off ny notes and asked it in place of ne, you
know - -

DR. CHAMBERS: You think | actually read from
that --

MR. JUSTESEN: Well, you had your gl asses on,
you know.

| just want to nmke one brief comment that
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seens interesting to ne. W' ve had a discussion here
about Special Education and the Commi ssion's
responsi bility beyond that in |ooking for students with
di sabilities, including those that don't receive Speci al
Educati on services, students, for exanple, who would be
possi bly 504 ki ds.

| " m curious about -- and this is just
rhetorical, but I see no assistance in terms of research
bei ng done or questions being able to be answered about
how state VR (phonetic) agencies are -- how nmuch they
spend per child in helping transition services from high
school to post-high school activities and that sort of
thing. And | think that's one agency that is, besides the
public school systemthat you tal ked about earlier, that
shoul d be asked sone of these inportant questions in terns
of serving students with disabilities.

That's just an open questi on.

DR. G LL: Any of you like to respond to

t hat ?
DR. DARAY: Well, 1'd say that -- you know,
it may be sone confort but two of the nore -- the bigger

nore sophisticated school districts, in fact, try to
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maxi m ze -- they know the issue, this is not just an
education issue and we need to | ook at these other sets of
services. But -- and that's one of the problens trying to
deal with a one-size-fits-all solution in K-12.

And you've got, again, to understand ny
current main clients are the three biggest school
districts in the State of Washington and so | tend to kind
of see -- and they have, because of just where they're
| ocated, both politically in terms of -- and al so because
t hey understand the politics better, they do, fromtine to
time, try to find out where all these other sources --
resources we can use. But, you know, once you get beyond
the big districts, you know -- you raise a really good
issue -- they tend -- everything is in isolation and it's
got to be terribly frustrating for the parent of that
child trying to figure out where our service is.

So there's no one trying to broker that for
them Sone of the big districts, again, you ve get a
creative Special Ed director, a creative superintendent,
they' Il say, "You know, there's a |lot of other people --
fol ks doing the same thing, that related stuff that we

ought to be a part of." But, beyond that --
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MR. JUSTESEN. Well, | guess | nean our state
VR agency as being nore proactive, just as an exanpl e of
an agency in terms of not the schools being placed with
all the responsibility, but are these other agencies
fulfilling the responsibilities that |I think they have.
And are they spending their dollars as well as they should
be, or could be, on serving students with disabilities in
t he areas the public school systemrelies on themto do?

DR. DARAY: There's been three -- the | ast
t hree superintendents of public instruction in Washi ngton
have all tried, going back -- | don't know how many years
that is, 25 or 30; we had one that was there for four
terms -- they all conme in wanting to turn it froma
regul at ory agency to an agency that can essentially be
issuing -- the best practice, helping the field, and they
just never get there.

Bet ween the legislature -- the legislative
t hi nks they've got a handle and the kind of personnel
that's able to attract, just the data -- at least in the
St ate of Washi ngton, the desire's al ways been there,
especially the current superintendent. They always cone

in saying, "I just want to change -- | want us to be
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hel ping districts and teachers and kids." And, instead,
it's -- all of a sudden four years have gone by, you' ve
had four horrible sessions of the |egislature and they
want you to spend overtinme on data system -- whatever, and
you just never get there.

MR. GOLDFINGER: |'m assum ng you're going to
see a huge variation fromstate to state. W see it from
county to county, wherein in some counties, nmental health
is very cooperative in providing services jointly with
school agencies, cooperative with school agencies; in
ot her counties, they just can't be found. And so just a
very difficult issue.

DR. G LL: Thank you both very nmuch for your
comments and your w llingness to take our questions and be
patient with us as we | abor through sone of those
guestions ourselves; we appreciate it very much.

Todd Jones has some announcenents he'd |ike
to make.

MR. JONES: The first announcenent is for the
menmbers of the public. |If you have parked here in the
bui | di ng, we have validation stanps out at the front -- at

our front desk, just outside the door. You sinply need to
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take your parking ticket to them they'll stamp it, and
it's validated. | do want to tell you, though, it doesn't
mean you have in and out privileges; you can't go -- you
can't |l eave and then cone back and get another stanp. But
you can go out and get a stanmp now for parking validation.

The ot her announcenent is that we're going to

be closing -- everyone is going to have to | eave the
hearing -- the room W' re going to be closing the door
over lunch and reopening it at 12:55 when -- or just

before 12:55 when we start the afternoon session. So
pl ease take anything you want with you and we'll reopen
t he doors at start-up.
DR. GILL: W are going to adjourn for |unch
now, we'll be back and we will try to start the next issue
at 12:55.
(Wher eupon, at 11:59 a.m, the hearing in the
above-entitled matter was recessed, to

reconvene at 12:55 p.m, the sanme day.)
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of the day. This panel deals with alternative state and

AFTERNOON SESSI ON

1:05 p.m

DR. GILL: I'd like to begin our third panel

federal funding structures.

Dr .

Eri ¢ Hanushek.

And our

si ngl e paneli st

i s
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Eri ¢ Hanushek is the Paul and Jean Hanna
Seni or Fellow at the Hoover Institution of Stanford
University here in California and a Research Associ ate of
the National Bureau of Econom c Research.

He is the | eading expert on the educati onal
policy with an enphasis on the econom cs and finance of
schools. He is a distinguished graduate of the United
States Air Force Acadeny and conpleted his Ph.D. in

econom cs at the Massachusetts Institute of Technol ogy.

He proudly served in the United States Air Force from 1965

to 1974.

So, welcome, Dr. Hanushek; we appreciate you
taking tine out of what I know is a busy schedule to be
with us today. So if you would |like to begin your
presentation for us, we'd sure appreciate.

DR. HANUSHEK: Well, thank you very nuch for
having nme here. I'ma little bit enbarrassed by being
here because | think all of you know nore about Speci al

Education than | do. And I'mhere to tell you sonething

but I think you know everything I'mgoing to say -- maybe.

My role here -- or my view and where | cone

fromis as an econon st who has studied the i ssues of
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educati onal perfornmance and educational policy for a
number of years and, increasingly, Special Education
becomes nmentioned any tinme you want to tal k about any
aspects of school s.

"1l try to -- | provided some witten
testinmony; I'Il try to summarize and go through that and
hit the highlights.

From ny perspective, it's quite clear that
nobody thinks the Special Education systemis working
well. And that's the starting point. But, then, as soon
as you press people on that, they conme up with very
different views about why it isn't working well.

The one that | think | hear nost often is the
overall expense of the systemand that it m ght be
drai ning noney away fromthe regul ar education system
O hers fix on the growth of the nunber of people
classified as Special Education students. Sone talk about
t he potential stigma and | abeling of Special Education.
And then it's down, until fairly recently, at least, to a
very small nunmber that ever tal k about the performance of
t he system and what the kids in Special Education are

getting fromthe system
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As a little anecdote, maybe six years ago |
was having dinner with a State Educati on Conm ssi oner who,
in the mddle of the dinner, started on sonme set speech
about the cost of Special Education and it was damagi ng
all the schools, and went on; and | finally said to you
him "Well, what do you know about how well it's doing for
the kids in Special Education?" And he |ooked at ne,
stunned, like | was from Mars; and the State Comm ssioner
had never, ever, thought about this.

So that gives you an overvi ew of where |I'm
comng at, is to give sone econom c insights into sone of
the issues that | see that go across this range of topics.

| was originally asked to tal k about the
finance of the system but | believe you cannot tal k about
finance wi thout talking about the performance and out cones
of the systemat the sane tinme, that these two have to go
hand-i n-hand. And so you will see that these two thenes
are interwoven in what | provided.

Let ne start quickly with a sumary of
recomrendati ons or conclusions that | draw and then
provide you with sonme details.

The first is that, a satisfactory systemis
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possible only if there is a distinct focus on the outcones
of the system As |long as the main focus is on process
and classification, it's going to be an expensive system
that's just a regulatory knot and no one is going to be
happy with the outcomes. And that's why | think that you
have to talk -- when you tal k about finance, you have to
tal k about finance of what.

Secondly, I'"mnot an expert in all of the
nmeasur enent of outcomes that m ght be rel evant here,
particularly in Special Education. But | think that
defining the outcones of Special Education will require
signi ficant analysis and discussion on its owm. And this
is, innmy mnd, a particularly inportant place for federal
| eadership in defining what are the rel evant outcones and
how to neasure them and how to proceed on that.

Thirdly, outcone accountability should be
linked directly with an effort to | earn nore about what
are effective Special Education progranms; and this is
going to be a second area that is very inportant for
federal | eadership. This is the role of providing
know edge, creation, and research about the things that

work in which situations, the expense of different things,
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and so forth. This knowl edge about outcones and how t hey
relate to prograns and the definition of various
activities in Special Education, and in regular education,
is lacking, in large part fromeverything | can see. And,
wi thout that information, it's going to be hard to reform
the systemin any significant way.

Now, on the finance issues, the finance
i ssues are partly from general, sinple econonic theory.
The first one is that, | think, as a summary st atenent,
t he federal governnment should assume responsibility for
full funding of the npst expensive students. And that
cones because the npst expensive students are, fromthe
school s' standpoint, sort of a random event that occurs to
themand it's a high-risk event. And, for individual
school districts to absorb the cost of the npbst expensive
schools (sic) is very difficult and the federal government
shoul d be the insurer of pooling the risks and insuring
agai nst very | arge expenditures.

Secondly, on | ower-cost services, a |lot nore
effort has to be made throughout the systemto try not to
di stort the decision-making of who is classified as

Speci al Education. The obvious way to do this, for an
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econom st, is to provide, essentially, block grants that
do not change the price for |abeling sonebody as this or
t hat but, instead, provides the funding for school
districts and lets the local districts make deci sions
about the programs and activities that they should provide
for Special Education students.

Next, there is some uncertainty about exactly
what the costs are of Special Education and different
ki nds of progranms. But it would appear that there are
econom es of scale in sone kinds of programs where, in
fact, to effectively treat students, the cost of providing
effective treatnment of students goes down as you get nore
students involved in them

The reason | bring this up is that there
seens, | hear, different discussions about, where shoul d
Speci al Education services be provided; should we -- for
exanmpl e, should all charter schools provide a full range
of Special Education services. Wll, this does not make
sense if there are | arge econoni es of scale.

Then finally, from ny standpoint of | ooking
at policies that relate to educati on outcones of students,

it seens like a nunber of Special Education activities in
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school s should be nmerged with other kinds of prograns in
t he schools. For exanple, if you think that reading
disabilities -- or poor reading ability is an inportant
el ement of sone parts of Special Education, but you al so
believe that that's part of the problens of regular
education in many schools, instead of classifying people
and worrying about the classification of where they are,
you should deal with the reading probl enms and subnerge
prograns in a variety of ways where the subjectives and
t he di agnosi s doesn't have anything to do with how you
will treat the program for a |large part.

So those are the overall recomrendations that
I'"mgoing to make. Let me provide you a few details and
fill in sonme of that and then take your questions.

| should also say, if you have questions

while I"'mgiving this, 1'd be happy to answer themif that

makes it easier.

As way of background, the way | | ook at
Speci al Education prograns, | think that there are three
basic, underlying principles that are inportant. The

first is the objectives of the original Education for All

Handi capped Children Act, the predecessor of |DEA. And we
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shouldn't forget it. And that is, that we want to provide
and ensure that all children receive a full and
appropri ate education, regardl ess of any accidents of
birth or devel opnment or |ife that places obstacles in
their way.

| have had trouble finding the actual data
but there's always the statenent that, before 94-142,
there were lots of children who, essentially, didn't get
services in the schools and that this Act, in fact,
provi ded for schooling. And | think that's an inportant
role, the equity role.

Secondly, in guiding principles, the
incentives that are set up in the system should work to
produce what we care about, and that is outcones and the
| earning of students and their ability to be integrated
into society. And so we should | ook at incentives,
whet her they pronote the outcomes that we're interested
in.

Thirdly, | think, as a public finance
econom st, that we should al ways be concerned that the
incentives we set up pronote efficient governnental

prograns. There's a concern, frequently, of the
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efficiency of government programs and we ought to | ook at
t hat .

Now | have to stop here because econoni sts
use efficiency in a very specific way and | want to make
sure that it's understood. Efficiency is not an issue of
maki ng costs as snmall as possi ble because we know how to
do that, we don't run any programs. Efficiency is always
defined as the relationship between outcones and
expenditures. So, in sinplest terns, for any given
expenditure, we want to get the nobst outcomes for the
students. O, alternatively, if we have some set of
out comes that we expect students to obtain, and they
obtain that, we want to do that at |least cost. But it's
al ways conditional upon know ng the outcones.

So those three principles guide the way |
t hink about this. Now the actual -- when | spent sone
time trying to | ook at the cost of programs -- and, again,
here is a case where | am enbarrassed to do this in front
of Jay Chanbers, who has spent a lot nmore tinme | ooking at
the costs and expenditures on Special Education than |
have -- but there is no doubt -- we can't say precisely

what ' s happened but Special Education costs nore than
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regul ar education, sonetinmes wildly nore than regul ar
educati on.

And the first problemthat | tal ked about --
or one of the problenms of this is that the current
operations of Special Education, which nakes it a civil
right to children, says that any expenditures on Speci al
Educati on conme before expenditures on regul ar education.
And so this has sonme serious problems. Now | should say,
at the outset, again reinforcing -- | guess |I'm coni ng
with a chip on ny shoul der because people nisinterpret
econom sts -- just because Special Education costs nore
does not nmean that we should indict the current program
We knew it was going to cost nore, to the extent that
we're trying to provide extra services to a set of people
that need nore extra services. So it's not that.

Qur concern is nore that's there's a
suspicion that the way we're spendi ng our noney now i S not
getting the outconmes we want or the best outcones.

Now | et me take on first the issue of what
happens when you have this system of Special Education
t aki ng precedence over regul ar education prograns, which

it does by federal law. One of the issues, particularly
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for smaller districts is that they cannot anticipate sone
of the expenditures of Special Education. So, if you get
a particularly expensive child comng into your district,
you have to accommdate that child. And, if you thought
$75,000 a year of expenditures is a regular education
teacher, and that's the way lots of districts view it and
| think that it's an appropriate way, you have to either
cone up with the extra resources or take it out of your
ot her prograns.

This is a particular problemthat we al
face, is that there are unlikely events that are very
expensive and we go out and we buy autonobile insurance to
deal with that problem And it's the sane with schoo
districts, in some sense, except that school districts
can't quite buy the insurance about this and it's hard for
themto self-insure if you are a small school district
because of very | arge expenses.

To nme, this is a clear case where the federal
governnment should take sone fiscal | eadership and provide
ri sk-pooling and insurance for the nost expensive cases.
Now t he reason | also say that is, fromwhat | see in the

data, the nobst cases are for providing progranms for our
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well -identified, if not the ambiguity about the

classification, who is eligible or not, but that you, in

fact, provide funding for the npbst expensive kinds of

students that you want to take care of in your schools.
Now, sonme |arge districts or states coul d,

presumably, do this on their own but, as a general rule,

you' d al ways want to pool the risk over the |argest group

you can; and that's what makes sense in the federal

governnment. You can al so make an equity argunent about
it, also.

Now, one of the problens -- let ne return to
the efficiency issue -- what |eads to the concern of the

efficiency of the current systen? For the npbst part,

until fairly recently, there's been very little

nmeasur enent of the performance of the Special Education
system And, in fact, one of the reasons why there's been
pressure on increasing assessnent of Special Education
students is that that was a handy way to deal with the
accountability of the regular education student system by
novi ng some students out of the normal accountability in

t he regul ar education systeminto Special Ed and not

counting them -- accounting for them
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That's changing recently. | nean, | noticed,
for exanple, Texas has made a great effort to cut down on
the abilities to escape the regular testing system by
reachi ng accommodation for -- if people are involved in
sone conbi nati on of education regular services, they wll
be tested under the existing testing system-- maybe in a
different grade level than they are classified in but they
will be under the testing. And then they've been
devel opi ng ot her separate testing prograns to try to do
this.

The fact that that's existed in the past and
nobody's had neasurenments of the perfornmance of the
students in terns of outcones we care about, makes you
i mmedi ately suspicious that there is, in fact, an
efficiency problem Because if you are | ooking at

outcomes, it's hard to get the programs and expenditures

right.
Now, what | can say is that, you know, this
is not the -- the limted anmbunt of research that |'ve

done in that, again, in the State of Texas, suggests that,
on an average, Special Education prograns have benefi ci al

i npacts on reading and nmath perfornmance of the kids who
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are tested in the system at |least, so that it's not
saying that there is no inpact of Special Education in
terms of what we care about, it's just that we don't
believe that it's necessarily related to the progranms and
expendi t ures.

Secondl y, another reason for worrying about
this is that there is some clear evidence that, in fact,
the identification of people, and classification of
peopl e, in Special Education depends upon the financi al
gains to the districts. So, when they're faced with an
incentive that gives themnmore funding for classification,

you find that there are higher classifications. And so

t hat doesn't suggest that this is a systemthat's designed

to be the nost efficient educational program

So, with that background, what would | say?
Let me summarize. |1'magoing to repeat nyself a few tines
here but let me try to summari ze it.

First, an outconme orientation. Until we
change from | ooking at just the process of providing
education or inputs of particular services, and pay
attention to whether kids are |earning or getting sone

advant ages out of these prograns that carry through | ater
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on, we're going to have this problem And then we're
goi ng to have classification taking precedence over
performance. And so, at the very beginning, | think
that's clear.

This, in part, inplies that there are, in ny
m nd, that, to the extent that the existing accountability
and testing systens can be applied to these students with
sone acconmodati on, we should be pushing very hard to do
t hat .

Secondly, that there should be a serious
research effort -- and this is a research question --
about how we measure outcomes for different kinds of
students with different disabilities. |It's not obvious,
in many areas -- it's outside ny area of expertise, but |
think that's a research program

Once you have an outcone orientation, | would
suggest that you start rewardi ng and puni shing school s,
dependi ng on how they're contributing to these outcones.
Now that's an easy statement to nake and it's harder to
actually apply in reality.

There are always difficulties -- let ne get

out of Special Education and just talk about regular
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education -- if we go into a school system and we see that
the kids aren't reading well in a school system regul ar
education kids aren't reading well, should we give them

nore noney or take noney away fromthen? This is the
cl assi c question.

And t he question conmes down to the fact of,
is the | ow performance of these kids due to the fact that
they come with bigger deficits and they cone with --
| ess-prepared to |l earn than in other school systens where
the reading is higher, or is the school system doing a bad
job? And these are hard questions to differentiate
because we see that performance is not very high in sone
school district and the normal argunent is made, well we
have t ougher cases here.

So | think the ultinmate answer i s noving
incentives toward rewardi ng school systens that contribute
the nost to the |earning of students. But how you
actually measure that and set up the rules is, again,
sonething that's going to take a lot of work. It's not
sonet hing that you can just wite down and say we're going
to reward schools or not.

Then secondly, what happens with an outcone
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orientation as to incentives, is that schools start to
| ook at how they deal with the outcomes nore than this
classification. |'m persuaded, in part, by the work by
Reid Lyon and Jack Fletcher, that reading is one of the
| arger problenms that turns up in the learning disabilities
cat egory of Special Education. It's often, as |
under st and t he whol e problem easier to diagnhose that
sonebody has a readi ng problem early, when you can have a
better chance of treating it, than to di agnose whet her
it's because of sone specific learning disability.

So, if you can provide incentives for schools
in relation -- Special Education and regul ar education --
to inprove the reading of students, then they start to
di agnose readi ng problens earlier and try to deal with
readi ng problens earlier. And then, later on, to the
extent that classification under sone |learning disability
category, is useful in the diagnosis and that, if that
di agnosis is useful in progranmatic terns, then the school
districts will come back and do that to try to figure out
if there are specialized things that should be done to
i nprove the reading ability.

So that's one exanple that's actually, |
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t hi nk, been worked on for some time. And | think that
that's sonething that you get when you start | ooking at
out cones of the process.

Now it's also clear to nme that just saying,
"We're interested in outconmes and we're going to provide

incentives," doesn't get you away froma lot of regulatory
i ssues because, first, it's hard to get incentives right,
it's hard to make them so that they work in the way that
you want themto and so there is going to be sone
regul atory environnent that stays forever, | think, in
reality. But it's a different cline because it's a
regul atory environnent that's linked to, also, the
performance neasurenment and nmaeking sure that people aren't
just being provided what they shoul d be.

Now, on the fiscal side, there is the outcone
adj ustnment, there's the fiscal adjustments that | think
are made. |'ve already tal ked about the insurance aspect
of this; I'Il just say a couple other things about the
i nsurance aspect.

| think there, if you viewed the federal

governnment as insuring the high-risk, high-expense kinds

of problems, you have to worry about what the paynment
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structure is, also, on this. You probably don't want to

just say, "Okay, if you're in the high-risk category,

we' Il pay you whatever you spend." because we know the
properties of systenms that say, "We'll pay you whatever
you want to spend,"”; these are well-defined in econom cs.
You have to have sone sort of cost-sharing, | think, have

sone way where you m ght have a set fee that goes with a
certain diagnosis.
| think of just an anecdote that comes from
my fornerly-local newspaper, the New York Tines. | had
nmeant to |look up this story before | cane but | didn't so
"1l give you my recollection of what this story was.
This story was on the front page of the New
York Times and | believe it was about eight years ago.
There was a picture; and some parents were protesting the
change in Special Education treatment of their children.
There were six children who were blind and deaf, in
Buf fal o, that, for a number of years, had gone down to the
Buffal o airport; got onto a private plane; were flown
across to, | think it was Auburn, New York; they went to
school there; and then, at the end of the day, they got

back on the plane and flew hone.
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The New York Tinmes -- nmy nenory of this
number -- you m ght know all this story better than | do,
or have a better nmenory -- but at this tinme, eight years
ago or so, that it was | abeled as $186, 000 per kid per
year. And what happened was that New York State changed
the law from full reinbursenment to a conmbi ned paynment
system where -- a shared paynment systemat the end -- and
the City of Buffalo changed its policy and decided they
woul d provi de sone of these services in Buffalo and that
t hey could provide sone of them And the story was about
whet her this was in an infringenent of civil rights of
t hese kids, that they were no | onger being provided their
pl ane to fly them over there.

To ne, this is an exanple of, you want to
make people aware of the relationship between costs and

benefits and outcones and that, if you fully reinburse

spendi ng, we know -- as | say, we know the answer to what
happens in that system |t probably never is as bad as
this exanple -- or it would be hard to find them

So, secondly, as | said, when you start
t hi nki ng about outcones and spendi ng and efficiency of

systems, | think it |eads you to try, as best you can, to

188



10

11

12

13

14

15

16

17

18

19

20

21

22

189

not distort the decision-making of |ocal school districts.
You want to hold them responsible, reward when they do a
good job; you do not want to reward them for things that
are unrelated to doing a good job, |like getting nore kids
classified in some category because that changes the
expendi ture paynment.

So you want to not change the prices that
they face. There's a certain price for the education
that's provided and you reward themin outconmes but don't
di stort those deci sions.

Now t hat, again, is going to take sone effort
but it basically says that, for |ower-price systens, the
first thing to think about is providing block grants to --
per haps cal cul ated on the basis of denographics of
districts; it puts a little bit of risk on the district if
t hey have nore or less but, at the sane tine, it has great
beneficial things that, if they can provi de good outcones
for | ower-prices, they get rewarded for it, they get to
take some of this grant and use it for other purposes or
even to improve the education of Special Ed kids nore.

But it's all, then, trying to nobilize the

| ocal districts to make good decisions in terns of the
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out comes of ki ds.

Let me cone back to talk a little bit about
this service provision issue and where it should be. |
see this debate because |'ve | ooked at a variety of
el ements of schools of choice, charter schools, and
di scussi ons about vouchers and a variety of other things.

And, in that debate, | see one of the
el ements that is always brought up is Special Education,
you know. And the argunment is, as | see it in the papers,
all schools should be required to take any Speci al
Education kid if he cones knocking on the door; charter
schools -- what's behind this?

| don't think that | see anybody concerned
about the outconmes of Special Education kids in those
di scussions. What | think is going on is that these are
peopl e that basically don't want charter schools to exist,
that are trying to provide them-- make them absorb nore
expensive kids in an effort to try to sink schools of
choi ce and charter schools, but it's not a concern about
t he outcones of Special Education kids.

So what | -- in my own view on this issue,

that the decision should be nade on the basis of the
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prograns and the ability to provide services to these
kids. They m ght come from private organizations,
private, even for-profit firnms -- an awful thought in
ternms of education that for-profit firms m ght provide
education -- but, to the extent that they find that they
can, through the econom es of scale, mount prograns that,
in fact, serve kids cheaper; and they take sone rewards
fromthe fact that they can do it better than the public
schools, | think we should encourage that.

And so one of the things |I would reconmend is
a sort of neutrality on where and how Speci al Educati on
services are provided and nore of an enphasis on making
sure that you get the outconmes that we want for disabled
ki ds, of one sort or another, wherever that can be
provi ded.

Now, | say that part of that is open to sone
guesti on because we have very little solid research on

what it actually costs to provide different kinds of

outcomes. So |'massumng that, in sonme areas, that there

are real serious econom es of scale where it makes sense
to have groups of kids together, |earning together; but

that's an assunption that requires sone nore research
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because we don't know about the cost of different ways of

doi ng this.
And that brings ne to the -- sort of the | ast
set of issues that | have, and that is one of the reasons

why this debate on how to provide Special Education can go
off in so many directions, is that we lack a | ot of
i nformati on about the functioning of Special Education
prograns and outcones of them

Providing that information is clearly a role
that falls on the federal governnent. The federal
governnment should be the provider and the supporter of
research on Special Education, and other things. Local
school districts, even with an outcone-orientation, have
an incentive to try to find out what's working for them
if you reward schools, they have that incentive. But
their incentive doesn't take into account the fact that
ot her school districts can capitalize on anything they
| earn; they aren't going to pay attention to the fact that
t he nei ghboring school district mght find it useful to
know what they know and they're not going to do as much on
providing the informati on and research as they shoul d.

That's why -- this is one area where we know
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that there are huge econom es of scale and that, in fact,
t he federal governnment should be the provider and
supporter of this research.

Let ne, at the end of discussing that, talk
about one little nitty-gritty issue that is -- may seem
down in the workings of this whole thing and farther than
you want to go.

But finding out about what works in Speci al
Education is a particularly difficult problem W have
Speci al Education because we think that some kids are
di fferent than regul ar education kids. So we have trouble
| earni ng about what works by conparing the performance of
Special Ed kids to regular ed kids. And that's not going
to be very useful because we know that they're inherently
di fferent.

Now, sonetinmes you can follow individual kids
who have identified disabilities or are in Speci al
Educati on prograns and | ook at what was happeni ng before
t hey got into Special Education prograns and what's
happeni ng afterwards and get some information about that.
But -- and that's what | have done in Texas, is try to do

sonething like that -- but that has limted ability to
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uncover the value of Special Education prograns, too.
This leads nme to believe that one of the
aspects, and one of the ways that, if you really want to
i nprove the information on Special Education in your
report, you m ght push. And that is the use of,
essentially, nedical technology here of random assi gnment
of kids to different programs, which has great advantages,
where you have a couple of alternative ways of treating
Speci al Education kids and you randomy assign different
kids to different programs and see which one is working,
exactly how we find out how that pill that we take every
nor ni ng, whether that's good or not, is by randomy
assigning pills and placebos for sone people, but, here,
it's randomy assigning different prograns.

The reason why | bring that up is that, for

sone reason, education -- not Special Education, education
as a whole -- has decided that such random assi gnnment
experinmentation is i moral because it, in fact,

potentially denies sonme kids of services and gives it to
ot hers and, "How could you possibly do that?"
Well, the problemis, in Special Education,

and in regular education, | should say, we often don't
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know what works and we're not denying them known things
that work, we're assigning people to different treatnents
totry to figure out whether one systenmatically does
better than the other and whether it costs differently.

This, | put in as -- in sonme sense, as a
footnote to this topic, but I think as an extraordinarily
i nportant issue of how do we | earn about Special Education
and go forward.

That really sunmarizes what | have deci ded:
Pay attention to outcones and that that ought to drive our
t hi nki ng; that you need information on outconmes in order
to make deci sions about efficiency of operations of the
system you need information on outcones in order to
provide the right incentives for schools to do well.

There is a lot of uncertainty about how to
nmeasure outconmes in sone areas and |'m not going to be the
one to help you, necessarily tell you how to measure
outcomes, but | think that's sonmething that you have to
push for; and the federal role is to ensure that there is
equi tabl e provision of education for all kids -- | think
that's extraordinarily inportant, we don't want to | ose

si ght of that;
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It's to provide incentives for schools to do
wel |l but not to tell them exactly howto do this, not to
get into the operations of schools; that's particularly
what you don't want to do when there's uncertainty about
how best to provide services; and, finally, that the
federal governnment role should think squarely in ternms of
i nprovi ng our know edge about how to operate Speci al
Educati on and how to serve ki ds.

DR. G LL: Thank you.

Sensing that there probably won't be any

shortage of questions for you, and if the norning has been

any exanple, I'mgoing to start with Troy Justesen.
Troy, why don't you ask your first question,
pl ease?
MR. JUSTESEN. MW first question or
guestions?
DR. G LL: Well --
MR. JUSTESEN. The first thing is a conment.
| think it's valuable to hear froma non-Special Ed
econom st, if there is such a thing, Jay.
DR. CHAMBERS: Most of them --

MR. JUSTESEN: Mbst of them So | think
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there is sonme value in hearing fromyou, even though this
doesn't appear to be your major focus of research.

But |I'm curious about one thought and | know
this argunent is full of holes but, if you allow parents
to choose, in terms of the charter schools and your
argument in that respect, do you not envision a problem
for all children with disabilities seeming to be left in
t he public schools by thenselves? And is there any -- |
mean, |'m just curious about your thoughts on that.

DR. HANUSHEK: | think that the evidence from
the first operations of charter schools is that they tend
to have a | ower enrollnment rate of Special Education but
it's not zero, that there is sonme excl usion.

| think that, in alnost all worlds that | can

envi si on, schools of choice, charter schools, or voucher

schools, and so on are still going to be a very small

mnority of the total provision of education and that, in
fact, public schools will tend to have a higher proportion
of Special Education kids. But it's not |ike we have this

one little, small roomin which we pack in all Special Ed
kids, it's going to be 80 percent of the schools in the

country.
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Now t he concern here is that, of the public
school systens, are we being sonehow -- can we afford this
and what does it do to our other prograns, and so on. And
that's part of the whole fiscal support of schools and
equity problem and that there is an argunent that, at
| east some of the funding ought to come from hi gher |evels
of gover nnent.

But | don't think that that's -- | don't
think it's going to be a major issue, frankly, that that's
-- it's not going to be |like de jure segregation or
sout hern schools, it's going to be that they are scattered
across | arge numbers of school s.

MR. JUSTESEN. In Florida, for exanple, the
dollars follow the kid; what are your thoughts about
scaling that on the national |evel, having the dollars
follow the kid? And do you -- and, you know, that's a
typi cal phrase --

DR. HANUSHEK: Well -- | nmean, at the
national level, the problemis that the federal
governnment, for the nmost part, is not very heavily
i nvol ved in education, in the actual provision of services

or the funding of education, at seven percent of the total
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funding. | could see clearly that any federal support,
and particularly if you went to sonething |ike what |
suggested, that there was full federal support for the
nost expensive kids, that that should go with the kid;
there's no doubt about it, wherever that kid went, if he
went to charter school or went across a state |line or
what ever .

Once you get past that, it seens clear that

t he federal government is never going to be, you know,

full-funder for |arge portions of the school. And so,
thinking fromthe federal standpoint, | don't think that
will go far past the nost expensive.

MR. JUSTESEN: And just one | ast question.

Can you expand a little bit on your bl ock-
granting idea?

DR. HANUSHEK: Well, the sinplest way at the
top would be that you'd say that we expect that, for Kkids
-- if you take a group of kids with various
characteristics -- and |'m not sure what characteristics
you use, to the extent that you have characteristics to
predi ct on an average whether it is nmore likely to be

di sabl ed popul ati ons or not, that you have sort of a
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predi cti on of how many Special Education, on average,
shoul d appear in a district and then you fund them for
t hat number of kids so that the block grant noves with the

popul ation to the extent that the denographics give us

i nformati on about the |ikelihood. But, after that, it's a

flat amount that stays --

(Qutside interruption.)

DR. HANUSHEK: | thought all | had to conpete
with was the cal ories fromlunch.

DR. GILL: [It's just sound-effects for the
neeting.

DR. HANUSHEK: So that it nay not be that
it's $400.00 per kid in the school district is the amunt
t hat goes, it m ght be varying by the particular
characteristics of the kids in a school district to the
extent that we can predict nore likely occurrences of
Speci al Education needs.

| don't know the extent that we can do that,
frankly. |'ve never tried to do that and ot her people can
help me on that. But it's basically the idea that you try
to give a transfer of incone rather than paynents if the

school districts make sone decisions that may or may not
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DR. G LL: Comm ssioner Chamnbers?

DR. CHAMBERS: Eric, |I'mthinking about the
i dea that you' ve suggested regarding the high cost of the
i nsurance role that the federal governnent mn ght play.
And | guess |I'd |like to get your reaction. | mean, you
sort of tal ked about cost-sharing and suggested there
m ght be ways of, perhaps, sharing the cost with the
states. |'mnot exactly sure what you had in nmind, but
sonething like, first we have to deci de what a hi gh-cost
child is. | can cone up with three or four right off the
top of nmy head, wi thout thinking too nmuch about it. And,
second, we have to figure out a way to get the noney out
to the states and what an approach m ght be to have the
states establish these risk pools.

| guess one of the issues is, in your view,
woul d the states be | arge enough to establish the risk
pools with the idea of the federal government m ght
provi de x-dollars and require a matchi ng amount on the
part of the states and expect themto provide that kind of
a safety net, whatever word we m ght want to use to

describe it, and then enforce that?
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DR. HANUSHEK: Well, it's clearly possible
for larger states, and California or New York is a |arge-
enough ri sk pool that you don't get much advantage by
goi ng nationally. Wom ng has 400, 000 people, total; not
in their schools, but 400,000 total. You know, you can
get to some fairly small states that -- you know, that's
smal | er than the school districts of New York City,
Chi cago, and Los Angeles, for the total population in that
state.

So ny suggestion was to think about a
national risk pool. Now, whether you ask the states to,
in fact, contribute or -- | nean, how you actually finance
it between the states and the federal governnent, | don't
think | have any strong opinions about. You know, you
have a certain anmount of funding that you want to cover,
then -- and you could have states contribute sone
proportion and so on and do it. But you' re always better
of f by contributing to this larger risk pool, having this
one, big insurance conpany.

DR. CHAMBERS: So, in a sense, you are seeing
the states -- instead of having their own funds, the

states contributing some portion to a national risk pool,
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in which case the inplication that noney is going to be --
potentially, but not for sure -- redistributed anong the
states in some fashion.

DR. HANUSHEK: Yes, there m ght be sone. |
nmean, | suppose there nmi ght be the case that sonme states
are -- have higher risks of certain high-expense kids. MW
presunption to start with is that the risk for across the
states is about even of having these high-expense kids.
And so, the way | conceptually think about it is the
states, if they were going to share part of the cost,
woul d pay sonme into this national fund and the federal
governnment woul d pay sone in and then anybody coul d draw
on this fund wherever the kids were found and wherever
t hey were being served.

Now t hat -- those kind of abstract argunents
often fail when you actually try to wite the |egislation
behind them but that's the abstract argunent that |'m
trying to nake.

DR. CHAMBERS: At this point, I'"mgoing to
relinquish and continue to listen to my coll eagues.

DR. G LL: Okay. | want to kind of follow up

with the bl ock grant notion here for a second because |
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think a | ot of people in nmy state, and other states that
|'ve been in, would say, "Well, if you block grant
sonething like an entitlenent, |ike Special Education,
that generally is the first thing that gets cut when
states find thenselves in deficit spending patterns or
what ever . "

Do you have any notions or ideas about maybe
sone super block grant, or sonething |like that, that
doesn't prevent that from happening? Because | can

i magi ne that that's the first set of argunents, is yeah,

as soon as you block grant it, guess what, there goes your

entitlenent, and the first thing that's cut is your block

grant and it gets reduced and we're going to put nore
things into it than just Special Ed.

DR. HANUSHEK: Well, the nitty-gritty

political questions are inportant, there's no doubt about

t hat .

DR. G LL: | think so, too.

DR. HANUSHEK: And we can't quite ignore
them they're not the usual expertise of econom sts cone
up with good answers of how to get around them

| think earlier in the nmorning, when | got in
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| ate at the norning session, Jay nentioned that |ots of
our rules and procedures are based on a distrust of every
-- all other form-- levels of government. So the federal
governnment distrusts the states and the states distrusts
the localities.

And |''m not sure how to deal with that
because we don't have rules that allow buying future
| egislatures; it's the problemwith the federal governnent
and deficit spending and so forth. And, no matter what
rul es you have, it can bind another legislature in the
future, | understand, because of the states.

| don't think I have any easy answer. |
shoul d not specul ate on --

DR. G LL: And ny second question is -- we
poi nted out all day |ong sone issues with Speci al
Education in terns of financing and costs and
accountability relative to whatever neasure you want to
pi ck; benchmarking is a notion of what's an appropriate
service and cost differentials, et cetera.

Since a |lot of your work is in education, is
Speci al Ed disproportionately unique in that regard or --

I mean, | don't think many people would argue that, well
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basi c educati on and general education has already answered
all these questions and Special Ed | ags behind. And I
just want to get a sense of, are the issues that we
poi nted out in Special Education really all that
di sproportional fromthe issues that exist in the result
of education refornf

DR. HANUSHEK: | don't believe so. | mean,
that's -- you've hit on sonething, that this is a genera
issue and, in the witten version of ny testinony, there
are lines at several points that say, you know, this is
just -- Special Education is, in nmy view, an extension of
regul ar education and, the sane debate school of regular
educati on, should we mandate or provide |arge subsidies,
as the State of California does, to provide for smaller
cl asses across the board and we pay people if they get
cl asses down to 20 students or not or should we pay
attention to whether kids are | earning or not, and trust
the local districts to do that?

So that the benchmarking ideas and the
services and so forth, | think, fall in the category of
trying to regulate the processes and the way that we

provi de education. It's sonething that the federal
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governnment is particularly inept at. And it is sonething
the state governnents are generally inept at, too, in ny
opi nion, of telling local school districts exactly how to
nount prograns as opposed to saying, "W want kids to be
| earning in your school district; you figure out how to be
doing this."

And so | think that it's the same. The
difference is that, you know, there's still a | ot of
controversy about how we neasure perfornmance and that's
part of the newy authorized ESEA that came al ong of
trying to neasure performance; and people object to
various kinds of tests and accountability and so forth.
Those problens exist in Special Education, but to a |arger
extent; they're magnified because we haven't paid enough
attention as to trying to nmeasure perfornmance in a nunber
of areas of Special Education, so that it makes it a
little nore difficult.

But | think it's all on a continual and that
much of my thinking about Special Education is, in fact,
the same thing that | would apply to regul ar education.

DR. G LL: Thank you.

Todd Jones?
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MR. JONES: | just want to ask one question.

| guess, when you nmention that continuum it
really goes to the root of my question. And, in a sense,
IDEA is a block grant; it is a block grant which has nore
strings attached to it than any other federal programl
can think of that's a grant to states.

So, presumably, when you're noving down the
scale to something that is structured differently, you
woul d | ook at certain basic conponents of that program
that are inherently necessary for the operation of the
program presumably one is financial controls, for
exanmpl e, and grant obligations.

But | think | also heard you say, goals of
t he program as expressed through outconme neasures and how
those are defined; are there any other pieces that woul d
be appropriate for the bones of that kind of structure
upon whi ch you would -- which you could address?

DR. HANUSHEK: Let nme say first -- | nean,
| DEA has nmoved nore toward a bl ock grant program but, as
you say, with all kinds of regul ations exactly what goes
intoit. So maybe there's no roomleft in the block after

you try to neet these requirenents.
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Many of the state programs are not that; many
of the state prograns are not -- that are nmuch nore
specific and there are rewards, pluses and m nuses to
di fferent categorizations and you can cal cul ate the
profitability of having a kid of a given kind, given the
state rei nmbursenent program and that -- so it's a system
it's not all block grants. But you' ve got all that when
you' re done.

| think that the -- what are the bare bones?
| mean, | think that there are still -- | come back to the
fact that I'm in many ways, an intellectual supporter of
94-142 in saying that we want to take care of, and provide
for, the equity of all kids and we don't want to send
certain kinds of kids off and not provide them services.

And so the bare bones has sonme regul atory
aspect to making sure that, given the incentives that we
set up in the system that we don't have school systens
just ignoring certain kinds of kids. So | think that
there's always going to be some sort of audit oversight
ki nds of thing.

But it's a very different systemthan the way

| understand the current Special Education system because
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it's a systemthat, instead of arguing tooth and nail
about exactly what programis going to be provided, you're
going to sort of talk nore -- pay nore attention to
whet her the kids are |learning or not, at the end and, to
t he extent we know how to help themlearn, can we find out
t hat .

DR. G LL: Conm ssioner Coulter?

MR. COULTER: You nentioned -- in your
written testinmony and also in your oral testinmony, you
tal ked about the federal role, in part as being paying for
the unusual costs. And | think the termthat | read here

was "...unusual but very costly students.™

Do you have any other -- any further
definition or clarification on that? That's not an idea
-- that's an idea that we've heard before but | guess
we're still struggling with, where would you draw the |ine
-- unusual but costly?

DR. HANUSHEK: Well, econom sts never think
that lines are there, that you should never draw a |line
any place, that everything is a continuumand that it's a

decision -- it's really a policy decision about how far

down you want to go. | don't know if the npbst expensive
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five percent, the nost 10 percent? | don't know. And
these are really policy decisions to go -- | struggle, by
the way, and | still doubt that the word "unusual" is the
right word. | mean, it's -- what | nmean is, in a

statistical sense, rare events that are costly; that's
what | mean by "unusual . "

And ny suspicion is that there is enough
i nformati on now avail able on the sort of average treatnent
cost of different categories of treatments, that you cone
down to sonme |evel that you -- it's really sonewhat of an
arbitrary decision. But it's how nuch risk should
i ndi vi dual school districts be expected to absorb and how
much shoul d be covered by any insurance plan.

So | don't think that there is any nagic
nunmber, that these are all political decisions that are
arbitrary froma technical standpoint, in nmy nnd.

MR. COULTER: Thank you.

DR. G LL: Conm ssioner Gordon?

MR. GORDON: Thanks, Chairman.

Dr. HANUSHEK, 1'd just like to nmake one
comment and two qui ck questi ons.

On the issue of charter schools, it's been ny
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experience that people aren't trying to hurt the charter
school s or cause themnot to stay in business, the
difficulty in charter schools doing Special Education is
t he public school retains the responsibility for nmaking
sure the service is provided. And the transactions
bet ween public school districts and charters have been
difficult, to begin with and, when it gets to Special Ed,
you have a real liability issue and it can be very tine-
consumng. So | think, personally, | would be fine on
seeing charter schools take nore Special Ed children if
t hey could provide the appropriate service.

Two qui ck questions. On the whole issue of
due process and conpliance, Dr. Chanbers' report is going
to reveal we're spending about $1100 per child sinmply for
t he assessnent component and the nmeetings and all of that
sort of thing.

How do we get a handl e on reducing those
expenses?

And, related to that, when we tal k about the
hi gh-cost pool, within a particular disability, we've got
servi ces provided which vary wildly from 10, 000 to 50,

100, 000, for the same disability.
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How coul d you get a handle on the
conparability or the consistency of service? Because, |
sense that would be necessary in trying to create that
ki nd of cost pool.

DR. HANUSHEK: Right. On the first issue, we
do, by all that I know, spend a huge amount of time trying
on the identification and classification. M inpression
is that a large part of that expense is not at all hel pful
in assigning treatnents, that it's not a diagnostic
service that tells you what kind of prograns necessarily
are going to be the best or that hel ps you in designing
prograns.

So that the system | see would be that people
woul d spend a | ot of time diagnosing, you know, reading
probl ens, to the extent that that hel ps us know what ki nd
of services to nmount; and those are legiti mte expenses.
And there's obvious decision rules.

The problemwith the -- working so hard on
the classification that now exists is that that's kind of
wast ed noney, as far as | can see, and so that's what you
want to try to get away from

The -- the second question now el udes ne.
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MR. COULTER: Was in creating sone kind of
hi gh-cost bag. Let's say you identified the areas you
were going to fund; how would you deal with the w de,
al nost often wildly varying --

DR. HANUSHEK: Sure --

MR. COULTER: -- treatnents that are being
provi ded and their costs?

DR. HANUSHEK: Part of the question is how
wel | can you define individual categories that have
relatively honbgeneous treatnent processes with snmall
variance. And |I don't know -- |, frankly, don't know how
wel |l you can do at that, whether that gets you into the
sanme cl assification bind as exists here.

To the extent that there is a | ot of
het erogeneity in categories, then you ni ght want to have a
system that has sone sort of shared cost reinmbursenment so
that the district pays 50 percent of the excess costs
above sone threshold and the federal government, or the
i nsurance pool, pays another 50 percent. So the co-
payments on your private -- and your health-insurance kind
of plan, because what you want to do is, in fact, all ow

for this variation but you want to al so have schoo
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districts paying attention to what services they provide
and not automatically saying, "Well, we always provide the
Cadillac," whether it's the right thing or not.

MR. COULTER: Thank you.

DR. HASSEL: Junpi ng ahead.

DR. G LL: Congressman Hassel ?

DR. HASSEL: | was junping ahead.

A coupl e of other questions about the risk
pool idea. One is, do you have any theories about why a
private market for insurance for high-cost Special
Education hasn't emerged in this county, to the extent it
hasn't, and if there are inplications of that for the
devel opnent of a federal one, or design problens that
woul d bedevil a federal program as well?

DR. HANUSHEK: Why hasn't? -- |I'mnot sure
why there's -- there would be apparently nothing that
precl uded school districts from in fact, buying
i nsurance, they buy insurance on other things -- for sone
things and self-insure on others. And, given that part of
its large cost, I'mnot sure exactly why it is. | guess
you'd have to | ook at individual states and |look at it

fromstates that put nost of the costs on school districts
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and why it did that there.

In states that, in fact, pay large -- a
| arger fraction of the high expense, then you can see why
it wouldn't work. But -- I"'mnot sure. That's a very
good question.

DR. HASSEL: Another question about high-
ri sk, high-cost pool that I have is, if you set up a
systemin which you, say, are paying $100, 000 for a
certain type of disability, and that's assumed to cover a
certain package of services that is assuned to be the
ri ght package for that kind of disability, one danger, |
woul d think, is that you lock in that package of services
as the -- there's no incentive to create a better package
that costs $80,000. On the other hand, if you give -- if
you say, "Well, you can do the $80, 000 version instead of
the $100, 000," then you have an incentive to kind of
ski np.

Is there any way to bal ance that out and make
the incentives outright for innovation and doing the right
thing for the kids?

DR. HANUSHEK: The bal ance conmes if we can,

in fact, measure -- have devel oped sonme perfornmance
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nmeasures. |If we know -- if we don't say, treating these
students with the $100, 000 provides for this A, B, and C
in these proportions but instead says, what we're trying
to do is get the kid who has sone | evel of reading
ability, some ability to, perhaps, participate

i ndependently in the | abor market and so on, and so forth,
and then have some incentives and rewards and regul ation
in terns of whether they are perform ng. Then you get

away fromtrying to nonitor whether they provided the

ri ght number of teachers in the right nunmber of roonms, and

so forth, and conbinati ons.

But you're trying to pay nmuch nore attention
to whether it's working or not, sonmething's working
because, right now, we don't know the difference,
necessarily, between the $100, 000 and $80, 000 programto
the extent that we don't nmeasure what happens to kids at
the end and try to relate those.

And | think that that's the general
i ndictnent, that we -- somebody cones in and they've said,
"Well, the right way to do this is this."™ And the right
way seldom has to do with -- in the assessnent of the

performance of the kids, or the outconmes that you're
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getting out of it.

DR. G LL: Troy?

MR. JONES: Just a comment.

If find it interesting that everyone that's
talked to us today, if I'"'mfollow ng everyone well, is
that they're all proposing a catastrophic federal coverage
of some kind. And | think that's just very intriguing and
everyone's nmade that recomendation, to use -- | think
that's interesting.

That's all.

DR. G LL: Jay Chambers?

DR. CHAMBERS: 1've got sone comments and
t hen a question.

First let me -- it has been alluded to
several times -- we're in the process of working on a
number of reports right now, fromthe Special Education
Expendi ture Project we call SEEP at AIR. And one of the
things we're doing, we' re doing sonme analysis of the
rel ati onshi p between expenditures and disability
categories and also the relationship between expenditures
and functional abilities, not that we have any corner on

exactly how to nmeasure that. But we've been using some
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t ool s devel oped by Runa Si nonsen (phonetic) and Donald
Bai |l ey (phonetic) at the University of North Carolina for
t hat purpose.

And one of the things that was intriguing
about that -- and it was devel oped by fol ks who are nuch
nore know edgeabl e about measuring these kinds of things
than | am-- was the idea of getting away from cl assifying
children, thensel ves, as nuch classifying the needs of
children. In other words, a child is a set of
characteristics that have a whole collection of needs and,
if you |l ook at the diversity with respect to, at |east,
t hese measures that Runa and Dr. Bail ey have conme across,
the diversity within the disability categories are
absol utely phenonenal, which tells ne that disability
doesn't tell ne a great deal about children's needs.

So | think that's one issue | just wanted to
lay in -- lay out and urge you to -- kind of talk to you
about this. It was noving away from cl assifying children
and nmore towards classifying children's needs. Because,
every time sonebody tal ks devel oping -- you know, whether
it's a fee structure or a set of delivery systenms, |'m

trying to think, "For what?" -- you know, here's a child
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with a speech or | anguage inpairnent of sone sort but also
has i ssues with enotional disturbance or -- | nean, you
can go through a variety of things that are even at a nuch
finer |level than that.

At any rate, that's just a coment.

One thing that | think is inmportant to nmaybe
just get on the record because the staff have entered it
into the record by David Gordon's comrents about our
study, is the -- | think you used the word "assessnment" --
was $1100 per child?

Actual ly, what we did, to be very clear about
that, is that that includes dollars for assessnent,
eval uation, and the IEP-related activities. And we sinply
took the total estimate of the dollars spent on those
activities and divided it by the nunber of Speci al
Educati on students. Does that mean that it costs $1100. 00
for -- to do these things? No, it does not because, in
the first place, not every Special Education student gets
t he same degree of assessnent and eval uation every year,
number one.

Nunmber two, the denom nator in that division

doesn't even -- or in that ratio, doesn't even i ncl ude

220



10

11

12

13

14

15

16

17

18

19

20

21

22

221

some of the children who were eval uated and assessed but
didn't end up in Special Education.

So | just want to clarify that for the
record. That point is nade in the report for those who
get into it but you know how t hese numbers start getting
bandi ed about. The 2.3 cost nunber is alnost like --
sonebody told ne that nunmber was 20 years old the other
day, in the report that had the 2.3 cost nunmber in it. It
was published in 1988. So, it's amazing, these nunbers
get a life of their own.

Anot her comment that | think is worth just
putting out on the table, we tal ked about high-cost kids,
| took our sanple -- this is for the '99-2000 school year
and we said, "Well, let's arbitrarily define a high-cost
child is the highest cost one percent.”

Qur estimate is, if you took the dollars and
subtracted off what this child would be entitled to from
basi ¢ education, we're tal king about an investnment of
sonmewhere around $4 billion for those children. So, just
to put the number out on the table. And it goes up
dramatically when you start including the top five percent

or 10 percent, as you m ght i nagine.
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Now to nmy question. In talking about the
federal grants, I'mthinking that, a | ot of the concepts
could equally well apply at the state |Ievel, even though
you tal ked about a national insurance program But the
i dea of block grants and a nunber of states have al ready
tried to inplenment what we call, in the Special Ed finance
vernacul ar, are census-based systens.

| mean, one of the things that the federal
governnment could do as part of |DEA, even though they,
ri ght now, state that the program should be pl acenent-
neutral and identification-neutral, neans there is no
incentives to do those two things -- which, by the way,
there's no such thing as an incentive-free funding for
everybody but | don't have to tell an econom st that.

| mean, would that be an appropriate thing
that |IDEA could do to mandate the states inplenment to
bl ock-grant funding systems for Special Education within
the states?

DR. HANUSHEK: My concern about the federal
mandating that in the states is that the states vary
dramatically in the way they fund schools and how any

Speci al Education funding m ght be wapped in with the



10

11

12

13

14

15

16

17

18

19

20

21

22

223

regul ar education funding, fromthe weighted pupils to
speci al categorical prograns to this and that and the
other thing, to the state provides 30 percent of the total
based funding to states that provide a hundred percent.

And | don't think that you're going to be
able to sinply wite a set of fiscal fornulae that works
with the state funding systems and tell them how to do
that, even if it's legal; I'"'mnot sure if it's legal to do
that but that's not ny area of expertise.

But, even it were, |I'mnot sure that that
woul d the thing that you would want to do.

DR. CHAMBERS: So leave it at a bl ock grant
and sone kind of an insurance program for the federal
financing systemand let it go at that?

DR. HANUSHEK: Well, | think that's part of
it; or the federal government could, in fact, get nore
i nvol ved in providing performance incentives, too, if it
wanted to pick up part of a larger proportion of the total
anounts spent on Special Education. There's nothing magic
t here other than sonebody once wwote 40 percent into a
law. | mean, there's nothing magi c about what nunber you

choose of how nmuch the federal government pays.



10

11

12

13

14

15

16

17

18

19

20

21

22

But it could, in fact, provide sone incentive
grants or it could provide incentives for, you know,
speci fic outcones, you know, kids reading or sonething
like that. And that would be fine. And you could
probably make that work.

DR. G LL: Actually, I want to follow up on a
little notion because |I think | have heard a little
sonething different than |I've heard before.

And | think what |'ve heard a little
differently, and you can correct nme if I'"'mwong, is |
think the notion of the federal governnent, in terns of
sone sort of risk-pool manager or whatever for high-cost
kids, is alittle different than the notion of an
al l ocati on of 40 percent of whatever excess costs is
determ ned to be.

And the reason |I'msaying that is | think
what | heard you say was, as responsibility for costs,
very simlar to an FDI C-kind-of notion, as opposed to

assumng that it's 40 percent and goi ng ahead and

all ocating those nmonies now. And | just want to make sure

that |' m understandi ng that you are distinguishing between

a responsibility versus an allocation; is that correct?
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DR. HANUSHEK: Sure. And I'm-- what |'m
advocating on the high-cost side is that the federal
governnment could actually pay for sone of -- whatever node
it chooses for various kinds of high-cost disabilities,
wher ever they reside and they would go to the individual
school districts. And it's not based upon any particul ar
number proportion or anything like that; it's based upon
taking -- paying off when the high-risk event happens.

DR. G LL: Wichis --

DR. HANUSHEK: Yeah --

DR. GILL: -- the responsibility for it as
opposed to go ahead and pushing the noney out front --

DR. HANUSHEK: Yes.

DR. G LL: -- and saying, "Here it is..." --

DR. HANUSHEK: Yes, yes.

DR. G LL: -- like you say, "...spend
what ever | evel we give you." and we know what happens --

DR. HANUSHEK: Ri ght.

DR. G LL: -- when that occurs.

DR. HANUSHEK: Exactly, exactly.

DR. G LL: All right.

Todd Jones?
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MR. JONES: | just want to nake one point for
t he nembers of the public who are here. |If you are
interested in |looking at a copy of the SEEP report, you
can e-mail the Comm ssion and we'll direct you to the
proper website where it's avail abl e.

DR. CHAMBERS: -- www. seep.org, there should
be sonething right on the front page there that wll
direct you to the report, which is right behind that.

DR. G LL: Todd, do you have any further
guestions?

MR. JONES: No, that's it; thank you.

DR. G LL: Conmm ssioner Coulter?

MR. COULTER: No, thank you.

DR. GILL: [|I'mnot going to say Comm ssioner
Gordon again; that nakes ne -- | feel |ike Batnan, you
know, Comm ssioner Gordon. | nean, the one that is better

than that is Conm ssioner Hassel; right?

But |'m going to ask David Gordon if he has
anot her questi on.

MR. GORDON: Thanks, Chairman.

Just one quick question. Along the |ines of

creating this block grant, do you suppose it nmight help in
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sendi ng the right nmessage to perhaps conbi ne an | DEA and
an ESEA bl ock grant?

DR. HANUSHEK: Sure. | nean, | think, from
my standpoint, that woul d make sense. And, then, in sone
of the progranmatic terns, as we go deeper, you m ght have
at | east portions of what goes for IDEA -- currently | DEA
through Title 1 services or other things that are designed

to, you know, support special kinds of conpensatory

prograns.
Because, as | said, | view-- | nean, there
are exceptions and really -- at the ends. But nuch of the

debat e about Special Education is really where do we draw
sone borderline in the center of this distribution; and it
doesn't seem very hel pful

MR. GORDON: Thanks.

DR. G LL: Thank you very nuch, Dr. Hanushek,
we really appreciate your tinme and your paper and we'll
consider all of our recommendations, which I think we're
trying to run through a filter of, is it definable, first
of all, in terms of a recommendation; second of all, is it
defensible; and third of all, is it equitable. And I

think those are kind of a litmus test for the
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recommendati ons that we're, | think, trying to nove
forward with.

Thank you very much.

We're going to nmaybe take about a 10-m nute
break and that allows you to field some questions, |
suppose, from others outside of the m crophones and for
our other panel to get forward. So thank you very nuch.

We will reconvene at 2:35.

DR. HANUSHEK: Thanks for having ne here.

(Wher eupon, a brief recess was taken.)

DR. G LL: 1'dlike to ask the staff to take
their seats, please and we will begin the final panel of
t he day.

And | just want to rem nd everyone that our
public comment will start about 4:30. W' ve been running
pretty close to tine all day so we should be able to start
that process at 4:30. And | think a couple of us are
going to have to try to get out of here by 5:30 to catch
flights at LAX but that, in no way, dimnishes the public
comment and it will also be part of the record and
Conmmi ssion nenbers will be here to hear every comrenter

who is scheduled to present.
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MR. JONES: That's right. W have a |ist and
it's approximately 24 nanes. At three nmi nutes apiece, 20
names go to the hour so that -- given that it's 23 nanes,
Conm ssi oners who are available will be remaining to hear
t he remai nder of the public comments.

DR. G LL: Thanks, Todd.

Qur final panel of the day is on Using Mney
Differently: Can Changes in Resource Deploynent and Fl ows
of Funds | nprove Desired Student Achi evenent and Qut comes?

And our panelists are Bill Freund, Steve
Johnson, and Dr. Tom Parri sh.

Bill, I'"ve introduced once today already.

He's an expert in K-12 finance; he is currently serving as
a Seni or Budget Analyst for the Senate Ways and Means
Committee in Washington State. He's worked for the State
Legi sl ature since 1973; he's held numerous assignnents in
both the House and the Senate including public school
budgets for 21 years, the capital budget revenue, and
financial institutions.

In 1977, after the State's finance system was
found unconstitutional, he played a lead role in the

desi gn and i nplenmentation of a new K-12 finance system
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over a number of years and has made, obviously,
adjustnents to that system over the years, as well.

In the area of Special Education, M. Freund
participated in the devel opnent of two new funding
formul as in Special Education in 1981 and again in 1995.

St eve Johnson has been the Assi stant
Superintendent for Business and Operation for Bozenan
Public Schools in Montana since 1986. He is a native of
Mont ana and a graduate of Montana State University, where
he earned a bachel ors in accounting in 1980 -- | bet
that's cone in handy.

Steve has al so been involved with
governnental accounting his entire professional career
with the Montana Legislative Auditor, Helena Public
School s, and Bozeman Public Schools. He also serves as
Adj unct Professor at Montana State University.

Steve is an active nmenber of the Montana
Associ ati on of School Business Oficials and has served as
its President. Steve is also past president of the
Bozeman Area Chanber of Commerce and currently serves as a
Green Coat Anmbassador for the Chamber.

Dr. TomParrish is a Director of the Center
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for Special Education Finance and Managi ng Director of the
American Institutes for Research where, over the past 20
years, he has participated in and directed numerous
research projects conducted for federal, state, and | ocal
agencies. Dr. Parrish conmbines expertise in education
research and project managenent with direct experience as
an educator.

In addition to nore than 20 years of
experience | eading and participating in a variety of
educati onal policy studies, he spent five years teaching
students with learning difficulties fromdiverse ethnic
and cul tural backgrounds; education cost anal ysis and
finance are areas of specialization for Dr. Parrish. He
has a broad range of experience directing and providing
| eadership for projects in this area.

He received his doctorate at Stanford
University in education policy and adm nistration where
his dissertation focused on Special Education cost and
funding issues in the State of California.

So wel cone.

We'd like to start with Steve Johnson. So,

Steve, if we can start with you and what we'd |like to do
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is, as we've done all day |long, your presentation; Tom
your presentation; Bill, your presentation, and then
gquestions for all of you; okay?

MR. JOHNSON: Thank you all for the
opportunity to present, before the Comm ssion, and | al so
t hank you for the opportunity to get out of Montana for a
while. | called ny wife at noon and it's five bel ow and
snowi ng in Bozeman. So it is nice to be here.

What a chal |l enge you have. |'ve sat here al
day and |listened to the various presenters and it is a
chal l enge. You should all be comrended for your
partici pation on the Comm ssi on.

| 1ook at Special Education funding as a
partnership. And, in Montana, that partnership has
changed significantly over the |ast decade and ny
presentation will point that out.

To give you a little bit of perspective,
Bozeman Public Schools is a school district of
approxi mately 5200 students. Bozeman is a coll ege town,
Mont ana State University is in Bozeman. As a result, our
conmuni ty has high expectations of our educational system

By al nost any nmeasure that you could cone up
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with, we are a fairly high-achieving school district;
we're a | ow poverty school district, which I think we're
bet ween 12 and 15 percent free and reduced |unch, which is
a poverty nmeasure Title 1 uses. But that doesn't nean
that we have -- that we don't have financial needs.

Just because your conmunity is fairly | ow
poverty, the State of Montana's funding system has pl aced
caps on school districts' budgets to equalize spending,
statewi de and, therefore, we certainly don't have a bl ank
check by any neans from our |ocal taxpayers.

There is a couple of key points that | woul d
li ke you to take fromthis presentation. First of all,
and probably nore inportantly for this presentation, is
t hat Bozeman's | ocal funding for Special Ed has increased
fromsix percent in 1990 to 52 percent in 2001.

Bozeman, in 2001, is paying 52 percent of our
Special Ed costs. Again, in 1990 that nunber was six
percent.

Ei ghty-two percent of Bozeman's identified
Speci al Ed students are enrolled nmore than 50 percent of
the time in regular ed classes which nay or may not be --

| don't think that's abnormal . But | think a | ot of
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peopl e that | ook at Special Ed don't realize the fact that
such a high percentage of students are sinply taking
resource classes or speech, you know, here and there, and
nost of their tinme is spent in regular ed classes.

I ncreased Special Ed funding is needed to

relieve the |l ocal burden. And I'Il tell you quite
frankly, | don't care whether that's federal noney or
state nmoney, but you'll see that, because of our increase

in local share in the local funding, it has hurt our
overal |l program

And the maintenance-of-effort rules, |
bel i eve, nmust al so be changed in conjunction with this
i ncrease in funding.

This chart depicts, first of all, the -- this
line here (indicating overhead display) is our actual
enrol | ment, the percentage of students enrolled in special
ed programs. And, as you can see, it is fairly -- you
know, it hasn't gone up substantially; it's bounced around
bet ween ei ght and nine percent for the |ast decade. So
there hasn't been a substantial change.

We have noticed a change, however, in the

students that are identified and the services that they
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require. And I'Il get into that a little bit nore.

(Second slide)

This yellow line represents the percent of
our general fund; and I'll just make a quick note that, in
Mont ana, the general funds, it's a little bit unique from
ot her states. The general fund does not include
transportation and it also does not include what we cal
retirenment costs, which is Social Security, teachers'
retirenment, unenploynment insurance; those are all paid in
a different fund so they're not included in the general
fund.

So this is only the general fund's share of
Special Ed. Again, it's gone from six percent of our
general fund budget being spent on Special Ed in 1990, up
to about 10 percent of our total Special Ed budget (sic)
bei ng spent -- | nean our total general fund budget being
spent on Special Ed in 2001. And that, basically, is a
recap of what that previous chart said.

(Third slide)

Now, this chart depicts those actual costs --
t he actual expenditures in Special Ed in the general fund.

So the total that we were spending on Special Ed in 1990
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was about $900, 000. In 2001, that was 2.5 mllion. This
chart does -- let ne just -- and | should have pointed
this out in the title -- it does include general fund and
federal funds which are not included in the general fund,
they are a special revenue fund. But, in order to show
this increase in local contributions, | had to put this
federal anmpunt -- and this line (pointing) depicts the
state ampbunt. So our |ocal expenditures for Special
Educati on have gone from about $47,000 in 1990 to 1.1
mllion in 2001

This nmorning, when | stepped out of ny room
there and they had the USA Today sitting on the floor and
the first thing | saw was the price of a postage stanp
going up to 37 cents effective June of this year. It was
-- in 1992, the price of a postage stanp was 29 cents. |If
you take that and apply that sanme analogy to our rise in
costs in Special Education at the local |evel, that 29-
cent stanp in 1992 woul d now be $6.50 today.

So, as | said earlier, we need relief at the
| ocal level; whether that conmes fromthe federal or the
state governnment, it really doesn't nmatter.

Si x percent of our Special Ed was paid,
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again, in dollar nunbers, that's about $47,000 up to about
1.1 mllion. As you can see, the state's share -- now t he
state has increased their funding from about 750,000 up to
amllion dollars in that time frane. So they've
i ncreased by $275,000 or about 37 percent increase.

The federal government, in the same tinme
peri od, has increased by about $261, 000, or about 258
percent. So the federal government is actually doing a
| ot better job than our state government as far as funding
Speci al Ed in Montana.

Now, | ast year during our state |egislature,
our Special Ed Director and nyself went up there to
testify on an appropriations bill and we were basically
told that this is a federal problem "This is a federal
probl enm you need to go and talk to the feds about this."
So I'"'mhere. And all I'"msaying, is I'mtelling you the
sane thing that | told them we are in the mddle of this
-- you know, of this underfunding by the state and the
federal level. And it doesn't matter to me whether it
comes fromthe feds or the state; but | think it's
inportant that it be increased to relieve the | ocal

bur den.
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(Fourth slide)

This chart depicts the actual increases in
cost in the Special Ed prograns, that blue line, and -- |
don't even know what color that is -- but this line
depicts the regular ed, or the non-Special Ed program cost
increases. So the way to read this, in 1990 -- | guess
this starts in 1991, 12 percent increases in Special Ed.
So the total Special Ed cost we had in 1990, they
i ncreased by 12 percent for 1991. And then they increased
again by 14 percent in '92, et cetera. So those are
increases in Special Ed costs and this is the non-Speci al
Ed program

So, as you can see, 10 out of the 11 years,
t he Special Ed cost increases have far exceeded the
regul ar ed program And, obviously, the obvious
concl usion you reach there is that it's put pressure on
our non-Special Ed prograns. W've had to cut -- increase
cl ass sizes, cut prograns in order to acconplish this.

(Fifth Slide)

I n our budget process at the local |evel,
basically we take all the requests fromall the

departnments, including Special Education, and we
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adm ni stratively anal yze those and basically safety issues
and any mandates or accreditation standard issues that we
have to inplenment, we will do first. And as a result of
t hat process, the Special Ed costs have grown faster than
general ed and Special Ed is rarely one of the itens that
are cut.

(Sixth slide)

Now, on to mmi ntenance-of-effort. Under the
current |law, only 20 percent of any year's increase in
federal Special Ed Part B funding can be treated as | ocal
funds for purposes of maintenance of effort. So that
l[imts our ability to reduce our spending when the federal
governnent's spending is increased. In order to reverse
t hat disproportionate increase that we have experienced at
the local level, | amrecomendi ng that the maintenance-
of -effort should be changed to allow us to decrease 100
percent our |ocal share by the ampbunt that we receive from
the -- the increase we receive in federal contribution.

Now, you know, people are going to argue,
"Well, that's going to take nmoney out of Special Ed." but
you need to keep in mnd, 82 percent of our identified

students are nore than 50 percent in regular ed classes.
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So the regular ed classes are going to benefit fromthat,
that increased support -- increased effort that we can put
into the regular ed progranms will help all students,
i ncludi ng the Special Ed students.

(Seventh slide)

And now |'ve got a couple of slides that wll
denonstrate how. Number one, obviously, is trying to
mai ntain | ow class sizes. Low class-student ratios are
going to benefit Special Ed students nore than they are
going to benefit regular ed students but it's going to
benefit the entire educational program

Provi de professional devel opment and
mentoring help for regular general ed teachers that deal
with Special Ed students all the time in their classroons.
And t hey need devel opnent, professional devel opnent, they
need training on how to deal with some of those issues.

(Ei ghth slide)

And then the | ast point of the benefits, is
to allow -- and actually, | think, |oosening sone of the
regulations to allow us to use sone of the federal funds
for some early-intervention type programs is inportant.

In sunmary, provide nore noney fromthe
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federal and/or state level to relieve the | ocal burden;
provi de | ocal school districts the ability to reduce their
mai nt enance-of -effort dollar for dollar to hel p rebal ance
t he partnership; and provide |ocal trustees the
flexibility needed to provide early intervention and ot her
safety nets to address the unique needs of all students,
i ncl udi ng Speci al Ed students.

There's a couple of other points that I would
like to make. Again, on this poverty issue, | think it's
i nportant -- when the ESEA reauthorization occurred, and
there's been sone discussion about, you know, maybe piggy-
backi ng on that or whatever, | was very disappointed in
| earning that a | ot of the ESEA prograns are now poverty-
based, or at |east a percentage poverty-based. | think
it's inportant to note that school districts that are not
at those poverty levels still have financial needs to
educat e ki ds.

In Montana, as | said, our state governnent
has capped our general fund budget so we can't raise the
noney | ocally that we need. And yet the federal resources
are going nore and nore to the high-poverty -- and |I'm not

taking away fromtheir needs, they need noney, also, but
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so do the | ower-poverty districts. So | would hope that
| DEA never gets tied to that type of a funding fornula
that is partially poverty-based.

And then the other point that I would like to
make -- |'m ki nd of piggy-backing on the |ast presentation
-- but there's been a lot of talk today about neasurenment
and assessnment and testing and the point | would like to
make is, don't |lose sight of the fact that those
measurenments and assessnents and tests cost noney.

And what has happened in Montana is, the
St ate of Montana has pushed those costs down to the | ocal
district and, |ast year, they funded a state-w de test and
we got an e-mail two weeks ago that said that that noney
isn't going to be avail able next year; and so it's now the
| ocal governnent's responsibility to do that.

So, you know, they may be a good idea -- you
know, |'m not arguing against that -- but I'mjust saying
that, if you recomrend or if they're inplenented, help
fund t hem

Thank you.

DR. G LL: Thank you, Steve.

Tont?
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DR. PARRI SH: Okay. 1'd just like to start
out by saying |'m honored to be here and |'m awed by the
magni t ude of the task you have, as perhaps you are as
well, | would inmagine. 1'd like to just start out by
saying |I'm not another Special Ed econom st because |I'm
nei ther a special educator nor an econonmist; so |'msure |
don't fit into that category, although |I've dabbled in
both for quite a few years. So | suppose | know enough to
be dangerous in both, perhaps.

At the tinme of reauthorization, when we're
spendi ng nore federal dollars than ever before and
substantial increases in federal allocations are being
considered, there's naturally a tine to question our
nation's Special Education systemto ask how we can make
it better.

Thi s questioning process is inportant and
will be the focus of ny renmarks today.

At the sane tine, it is also inportant that
t hese observations be prefaced with a clear acknow edgnent
of the many phenonmenal successes associated with the | DEA.
The high priority we have placed on providi ng appropriate

educational services to students with disabilities in this
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country is sonething in which we can take pride.

At the sane tinme, | suspect that all of us in
this room see ourselves as advocates for all children.
G ven this, we nmust be concerned that too many chil dren
are still not successful participants in American
schooling. W face serious questions if we are to neet
the chall enge set by this admnistration, which |I believe
all can agree with, that no child should be | eft behind.

Too many of these are children with
disabilities. Despite an inpressive investnment of
resources over the past 25 years, and despite a mmjor
alteration of the schooling enterprise to recognize
students with disabilities and devel op individualized
education progranms for each and every one of them the
systemis failing these children at nmuch too high a rate.
In addition, their success after schooling is much too
| ow.

At the sane tine, other popul ations of
children with special needs have received far too little
additional attention. Having taught el enentary school for
five years, having conducted research in education for 25

years, and as an advocate of children -- as |'m sure we
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all are -- | would argue that all children have sone form
of special needs. However, sone popul ati ons of children,
in addition to children with disabilities, especially cone
to mnd. In California, one-third of all el enmentary-aged
children come fromfamlies fromwhomthe primary | anguage
spoken at home is not English.

l"mcurrently directing a study of English
| earners mandated by the California Legislature. After
extensive interviews with parents, students,
adm ni strators, and teachers, | am convinced that we are
doing far too little to neet the special needs of this
popul ation. These students are attenpting to |earn
English at the sane tine that they are being asked to
master the core curriculum-- in English, by the way -- at
t he same pace as all other |earners.

Children in poverty and/or those who find
t hensel ves in severely underfunded schools al so warrant
special attention. W find |large discrepancies in
spending in school districts across the nation with
children in poverty often facing the daunting chall enges
of deprivation at home, |ess-prepared and -experienced

t eachers, and inadequate educational facilities,
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equi prent, and materials. Foster children are also a
particul ar concern.

|'"malso directing a | egislatively-mandated
study of foster-group-hone children in California. These
are children who, for the nost part, have no parent
advocates who are actively involved in their education,
who have not been able to find placenent in foster famly
homes, and who are, as a consequence, are living in
| arger, nmore institutionalized group settings. Fifty
percent of these children are designated as Speci al
Educati on.

In California, 25 percent of them are being
educated in private Special Education schools and yet the
educational and life outcomes for these children are
appalling. They are wards of the State and, despite the
consi derabl e i nvestnent of up to 80,000 per year for some
of these children, we have utterly failed in our
st ewardshi p of them

One maj or study showed that four years after
| eaving the system at 18 years of age, only one-half had
conpl eted high school and 40 percent were incarcerated or

on public assistance.
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As a part of this large group of home study,
| had dinner last night with an incredibly articul ate
young worman |'I|l refer to as Jane. After eight years in
the foster care system and under all of the protections
of fered through Speci al Education, where she was di agnosed
as enotionally disturbed, upon turning 18, she had
accurmul ated zero credits toward graduation. Upon |eaving
t he system she was advised to seek shelter in a home for
adults with nmental retardation.

Despite the total failure of the system for
this child, she was able to turn her own life around after
| eaving school. Currently a |aw student at a top-notch
California university, she turned into an incredible
success story despite the fact that the el aborate system
we have devel oped totally failed to recognize and devel op
her consi derabl e tal ents.

G ven this background orientation, | offer
the follow ng observations and recommendati ons about using
noney differently. Nunber one, we nust define adequacy of
educati onal services for all children. |'mnot advocating
IEPs for all children, and |I'm not advocating that al

chil dren becone involved in the procedures that we have
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created, but all children fit somewhere on a conti nuum of
speci al needs.

G ven this, | worry about the bifurcated
system we have created in which some children are granted
a legal entitlenment to an individualized educati on program
appropriate to their needs and which costs cannot be taken
into consideration, as conpared to all other children who
recei ve no guaranty of adequate or appropriate educati onal
servi ces.

Nurmber two, |egal entitlenments are not
enough. Wthin this bifurcated system the |egal
entitlenents we have created for children who qualify for
them seemto do little to assure high-quality educati onal
services or success in life. Despite eight years under
t he substantial protections provided for Jane, after eight
years of protection and | egal guarantees, she had no high
school credits despite her considerable academ c talents
and abilities, as evidenced by her success later in life.
The system had failed her and yet she was nade to feel
that she had failed the system

Three, the current accountability systemis

m sgui ded. It has always been a great deal of
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accountability within Special Education, perhaps too nuch.
There are at |east three kinds of accountability, fiscal,
procedural, and results. All three are inportant and need
to continue in one formor another. But the first two are
only inportant in relation to the third.

If we are failing students in terns of their
not receiving an education, we are failing them period.

It does not matter if we are spending the nobney on themin
the | egal manner and it does not matter that all of the
specified policy and procedures were foll owed.

Nurmber four, and a meani ngful discussion of
accountability rmust include a full consideration of,
accountable for what? A two-year process to identify
desirable results for young children in California
resulted in the first goal -- one of three -- of producing
children who are personally and socially conpetent.
Emphasi s on test scores alone will not necessarily |ead
to, and may, in fact detract from the full set of desired
results we want for all children.

Nurmber five, with outcome accountability in
m nd, we need to allow greater flexibility in the use of

funds. |If Special Education is the only gane in town, or
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t he best ganme in town, the renedial services, Special
Education enrollnents will continue to grow as a
percent age of total enrollnments, as they have done every
year since the passage of IDEA. | think we need to
consider flexibility in the use of funds to provide sone
services to students prior to referral to Speci al
Educati on.

Si x, for many children, Special Education is
not the best programto provide renedial services. The
cost of eligibility determination is high. [If eligible,
we only start services once these determ nation costs are
incurred. If not eligible, we incur the cost of
det erm nati on anyway and the child receives no additional
service. For exanple, it makes no sense to spend a
t housand, 2,000, whatever number you want to put on it, to
determine if the child is eligible to receive $800. 00 of
readi ng intervention.

Once children get into Special Education,
they tend not to get out. And, last, the |abels for
| earni ng di sabled are stigmati zi ng.

Nurmber seven, we need to direct nore noney

and services to young children. Research consistently
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shows that we have a great w ndow of opportunity to
intervene with children at risk in the early years. And
yet our funding patterns show that we are nuch nore likely
to spend after failure has occurred.

Nurmber eight, we need to stop spendi ng noney
in ways that pronote segregation. Although some children
will need nore restrictive services during part of their
school experience, we know that socialization is a vital
part of the education of all children. Far too many
children are receiving educational services in isolated
settings because ways in which we allocate funds for these
servi ces encourages this segregation.

And, last, I'd just like to comment on 40-
percent funding. |, with sone hesitation, enter as a
pari ah among t he august peopl e who have spoken al ready.
But I'mnot sure | agree in the notion of federal funding
bei ng targeted for high-cost for so-called severe
students. | would like to see substantially increased
federal support for children with special needs. However,
I would be concerned if considerable new funds were
restricted to added Speci al Educati on spending w thout the

flexibility to use sone of these funds on other types of
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interventions for children.

If these funds were to be targeted, in ny
view, rather than directing themto cover the costs of the
nation's nost severe, or highest-cost children, | would
urge consideration allow ng at |east sone of these dollars
to be spent on better early intervention and alternative
i ntervention services.

Thank you for this opportunity.

DR. G LL: Thank you, Tom

Bill Freund?

MR. FREUND: Thank you again for the
opportunity to testify. And | have to admt at the outset
that the topic of using noney differently and
contingencies in resource deploynment and flows of funds to
i nprove student desired achi evement and outcones is a
foreign one since, until this year, federal funds were
sonet hing that was appropriated in our budget because they
had to be and it wasn't sonmething that we knew nmuch about.

But a $1.6 mllion shortfall in our budget
has changed all that and we're now integrating federal
funds, to some extent, in our funding formulas. And I

have to say, | had the pleasure of reading, probably nore
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t han a thousand pages of federal |aws and regul ations and
all sorts of things.

So, having been challenged, |1've jotted down
sone things that people have conpl ai ned about over the
years and some concerns that occurred to nme as |
considered this discussion topic in |ight of the changes
in Title 1 under the No Child Left Behind Act and,
finally, some thoughts relating to federal Speci al
Education increases for states that are fully funding
Speci al Education, |ike Montana.

My first topic is red tape; and | think that
you've heard a | ot about it. But, in Washington State,
school districts and teachers conplain constantly to the
| egi sl ature about the burden of Special Education
regul ati ons and paperwork requirenents. And the claimis
t hat substantial portions of a teacher's day are spent
doi ng paper wor K.

And, upon investigation, it turns out that
nost of the conplaints concern federal requirenents,
changi ng rol es of service providers, inclusion and
bui | di ng- based managenent. And, if possible,

sinplification of federal requirenments w thout affecting
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procedural requirenment -- or from safeguards, excuse nme --
could inprove the disposition of teachers and m ght
i ncrease teaching time per day.

| have to say that, in our own funding
formulas -- for exanple, we used to have salary controls
over all three types of staff, certificated instructional
staff, certificated adm nistrators, and classified staff.
And, in 1987, the |legislature decided what was i nportant
was the classroom and they |let go of the salary controls
for the -- for admnistrators and for classified staff;
and it did not matter to the | egislature whether they paid
doubl e and had half the staff or paid half and doubl ed the
staff.

And so there may be some opportunities for
you to assess your requirenents and maybe you can |let go
of some of the ones that are not all that inportant.

Wth respect to assessnment costs, a frequent
conplaint is that districts are not eligible for state or
federal education funds unless an | EP has been prepared
for a student. Allow ng federal reinbursenent nay curb
the potential for over-identification of students as

Speci al Education. And | make this comment because
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districts may treat this as a sunmp cost. You know, once
they've commtted the -- maybe the $1100 for assessnent,
they can't recover any of it unless they identify the

student as |EP. And they cannot recover fromthe state

because we don't allow that; and they can't recover from

the federal government. And |I'Il cover that part a little
| ater.
Well, I'I'l cover it now. You may be

wondering why the state doesn't allow the rei mbursenment
from our own Special Education funds and the reason is, is
that we view federal funds as enhancenment funds and we
kind of like to have the federal governnent pick up the
cost since those are enhancenents and they can be used for
that purpose. So it's a different kind of view from sone
ot her states, | woul d i magi ne.

Wth respect to student outcones, data

i nki ng Speci al Educati on expenditures and outconmes -- and
by outcomes, | nmean test results -- is not available in
our state. It may be possible to generate sone high-1eve

information soon but it may turn out to be counter-
intuitive and that the data will probably show that, the

hi gher the expenditures, the | ower the student outcones.
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And, for that reason, |inking expenditures and outcomes
may not be useful unless other variables are al so
consi der ed.

And we' ve | ooked at the cost of devel oping
sone other variables and one of our audit conmttees
recently concluded that it would be quite costly to be
devel opi ng ot her vari abl es.

Qur state does not specify desired student
out comes for Special Education students and neither does
the federal government. My inpression is that, what is
avai |l abl e, our state and federal procedural requirenents
servee as proxies for outcomes. And expected student
outcomes are individually determ ned through the |IEP
process and they probably vary by state, by school
district, and by school buil ding.

" m not aware of any federal uniformty
requi renments for the preparation of IEPs. So it's one
thing to try to help school districts inmprove Speci al
Educati on student outconmes through various neans but it
may be quite another to try to determ ne whet her student
out comes have actually inproved given the | ack of

uniformty in | EPs and the | ack of definition of what
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"out cones" neans in a Special Education context.
Anot her thought is that standardizing the
required content of |IEPs and other federal forms nmay aid
in mnimzing differences anpbng states in accounti ng,
service delivery styles, and local district program
decisions. It may also help when students transfer from
one state to another.
Finally, an unintended consequence of state
education reformefforts and state and federal adequate
yearly progress requirenments may be sone increases in
Speci al Education enroll nent due to novenent of sone
under achi eving students into Special Education prograns.
And, to prevent this potential, one
possibility may be to require one or two research-based
instructional interventions before |abeling a student SLD.
But care needs to be taken when considering singling out
one category of disability for special treatnent because
our experience has been that that |eads to category creep.
Regardi ng state and | ocal nmintenance- of -

effort requirenments and "suppl enment not supplant,” from
the state's point of view, Washington is fully funding

Speci al Education. So federal funds becone enhancenent
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funds if they cannot be fully taken into account. And
federal / state nmmi ntenance-of-effort and suppl enent - not -
suppl ant requirenments affect the ability of our state to
take the federal funding increases into account.

One of the things that you tal ked about a
little earlier was -- in doing things differently, was
provi di ng additional funding for districts with innovative
prograns or funding pilot progranms. And | have to let a
little bit of a budget analyst and the frustration of a
budget anal yst just cone out a little bit because there's
t housands of school districts; we're not the only country
t hat does Special Ed. How many nore pilot studies need to
be done on how to do Special Ed appropriately?

And we do have quite a bit of experience with
pilot studies in our state, and with special innovative
prograns. One that cones to mind is 21st Century School s,
whi ch was providing about $8 mlIlion a year for, | think,
four or five years in the late '80s. And what do we have
to show for it? Nothing, absolutely nothing. Wy?
Because it was not -- the way the noney was used in those
school districts, it was not replicable, it was not

scal able, it depended on sone inspired individuals; and,
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when t hose individuals nmoved away, we had nothing to show
-- you know, three or four years later, there's nothing --
you can't tell that the program came and went.

Also, | think that care has to be taken with
pi |l ot prograns because there's the Hawt horne effect. You
know, you start putting extra noney in, call a school
district "special" or, you know, certain things happen
and, all of a sudden, things inprove. But, after three or
four years, they just kind of dissipate and it goes away.
So, that's the old budget analyst com ng out in ne.

Now, | do have to tell you about our Ed
Reform Program Qut state's been engaged in reform since
1993 and we're trying to inculcate best practices in our
teachers. And, you know, fromthat -- since 1993 to this
school year, the state has invested $280 mIlion on just
provi di ng extra days for teachers so that they coul d
| earn, first, the curriculumand then how to use the
assessnents that we have in place. So it's a costly
proposition.

So, if there's going to be innovative
prograns or you try to do best practices, then you have to

cone up with a nmeans to get it out, otherw se, these
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prograns just don't do anything, they're just nice
prograns and then they go away.

So recommendati ons regardi ng usi ng noney
differently, any contenpl ated changes in resource
depl oynment and fl ows of funds should focus on system

accountability for results but not result in increased

paperwork at the local level. And | don't have any
problem | think, with requiring nore paperwork of state
agencies. | don't know what Doug thinks, but requiring --

DR. Gl LL: (unintelligible).

MR. FREUND: ©h, yeah -- but requiring nore
paperwor k of |ocal school districts, you know, there's
resi stance to that.

So federal regulations requiring paperwork
shoul d be eased if it is determ ned that sufficient
procedural safeguards exist. And | happen, by the way, to
like quite a bit of the paperwork. There have been
studi es on paperwork in our state -- in fact, several --
and, in review ng those, | considered them a roadmap for
school districts to keep out of trouble, for one thing.
But maybe sonmet hing can be sinplified.

Next, limtations on the use of federal
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education -- Special Education funds -- for assessnment of
students that beconme a focus of concern should be changed
and, blending of federal funds should be permtted and
encouraged -- | think, Title 1 with IDEA -- and maybe
that's already a possibility.

In our state, we tal ked about all owi ng the
bl ending to go the other way, Special Ed to the regular ed
program that is, to use sone of the Special Education
noney to train teachers to deal with Special Education
students that are in the classroom And | don't know the
extent to which that's being done but there may be some
mut ual |y beneficial things that can be done between the
two prograns.

Next -- and | debated about whether | shoul d
| eave this in or not, and that concerns using a snall
portion of federal funds to create regional risk
managenent pools for high-cost students and al so for |egal
costs. And it occurs to nme that that could be a very
probl ematic thing, having a regional safety net, or even a
-- not even a huge safety net for this because what it
does, is it allows school districts to cry uncle too fast.

That is, they may not challenge, for instance, sending a
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student to Hawaii; | think there's a nice programin
Hawai i and we've had to send a couple of kids there.

And the school districts determ ned that,
rat her than take on the |egal costs, they'd just as soon
just send the student out. And it becones a question of
responsibility and that is, has the school district
exerci sed due diligence and tried everything that it can
prior to conming into your regional pool?

As an alternative, | did talk to you about,
i n Sout hwest Washi ngton, that we have a school district
co-op, 15 school districts. That co-op takes all of the
students of the school districts, including -- and they
have sonme very high-cost students, and the costs are
absorbed by all 15 school districts when that happens. So
t hey have a regional risk-nmanagenent pool. And, you know,
what our educational service districts do with respect to
ot her things |ike insurance, for instance. So there may
be sone possibility to maybe foster sone nore of those
ki nds of arrangenents; and that would be an alternative to
havi ng some regional risk-managenment pools.

Finally, the federal governnent should

consi der standardizing forms and report requirenents to
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enabl e greater conparability between the states, anpngst
ot her reasons.
Thank you.
DR. G LL: Okay, thanks. Thank you, Bill.
| think the Commttee certainly recognizes
that we put this panel in a difficult position, to talk
about using noney differently, when we would probably all
agree, we don't know how we use the noney that we have
now. So, to use it differently is kind of a tough
position to put you folks in; and we appreciate you taking
that on a little bit.
So we're going to start with our questions
fromour staff and Conm ssioners and, follow ng the
aft ernoon nodel, we're going to start with Troy Justesen.
And, Troy, you have the first question.
MR. JUSTESEN. Well -- sorry, | know, the
nm crophone -- Bill, to you it seens the paperwork is a
good thing for purposes of protection against |itigation.
MR. FREUND: Yes.
MR. JUSTESEN: Well, that shouldn't be the
primary goal of having an IEP and foll ow ng the procedures

of an IEP and services for a child through that |EP, just
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to protect a district fromlitigation.
MR. FREUND: No. And | didn't mean that --

MR. JUSTESEN: No, | know you didn't --

MR. FREUND: -- exclusively and I -- well, go
ahead.

MR. JUSTESEN. Well, | guess ny question is,
do you -- if that's the primary concern to an

adm ni strator, then, for all three of you, what is the
recommendati on to have paperwork that protects the
interests of the child but is useful for educating the
chil d?

MR. FREUND: Well, when | used the words

"“procedural safeguards,” | mean the interest of the child;
and that's what | nean. And so, in relaxing paperwork
burdens, | think what has to be taken, to make sure that

what is provided to the students is appropriate.

MR. JUSTESEN: Okay.

St eve?
MR. JOHNSON: Well, | guess, fromny
perspective, I'm-- if you look at it froma perspective

of the student's best interest versus protecting the risk

of the district, you know, dotting all the i's and
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crossing all the t's is kind of what the enphasis is now,
it seens to ne, and not just sitting down and com ng up
with a plan that's going to work. You know, it's like
you've got to go fromstep Ato step Z and you've got to
do it in this order, rather than just, you know, randomy
coll ecting the thoughts of the educators that are in the
room and the parents and everybody and doing it as a
col l ective process, rather than saying, "Okay, we've got
this formto fill out now, guys. You know, we've got to
make sure all this stuff is done.”

" mnot sure | have any specific
recomrendations but it seens like there's a lot of tine
consumed in nmaking sure those i's are dotted and t's are
crossed.

MR. JUSTESEN: Does the current requirenents
for paperwork neet the best interests of the child or, at

| east, can we inprove on that systemor should we | eave it

al one?
MR. JOHNSON: | don't know if | want to go
there. You know, from ny perspective, | think that our

school district is doing an excellent job of educating

t hese students. | mean, they are getting educated and
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t hey are | earning. And sonetines it frustrates the heck
out of all of us because we can't use nobney -- but -- when
we want to use it, early enough, and those types of
things, and we're putting out fires after they're abl aze
rat her than dealing with them early.

But, as far as the paperwork issue, | guess
' mnot sure that that's -- you know, |limting or changing

that is going to, at this point in tinme, save enough to

warrant it. | nean, the processes are in place and, you
know -- but it also, froma | ocal perspective, is
frustrating because, you know -- the costs that | showed

you, those are direct Special Ed costs; that doesn't
i nclude any of the indirect costs of all the people that
are involved in the teans, the principal, the regular ed
teacher, all of those costs that are extraordinary in
filling out -- in making sure that all of those forms are
conpl et ed.
So it seenms |like the process could be
streamlined a little bit but | don't knowif that's in the
best interest of the student or not; | can't answer that.
MR. FREUND: There may -- |'m not an expert

on the paperwork but sone of the frequency of the
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paperwork, | heard, maybe can be cut out and not hurt
anyt hi ng.

DR. G LL: Jay Chambers?

DR. CHAMBERS: Sounds |i ke one of the things
we heard when we visited sone schools in Houston, asking
what the nmmjor issue was and, in unison, a group of them
said, "Paperwork. If we could just reduce the anount of
time we spend involved in unnecessary paperwork, that tinme
t hen coul d be devoted to program planni ng and working with
children and, hopefully, inproving learning.” But that's
ki nd of an outsider's observation.

Steve, | was trying to | ook at your nunbers
and | know it's late in the afternoon and so | wasn't
quite calculating as fast as | usually do. But -- and |
t hought | heard you say sonething about the fact that the
i ncrease, which has been substantial in your district, and
you were going to make sone nmention of the cause of the
i ncrease, not just the relative nunbers. But it appears
that the dollars per child being spent have gone up
consi derably; but | couldn't -- w thout nore cal cul ations
in my head at 3:00 o'clock in the afternoon can handl e, |

couldn't quite figure out what that was and what the
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nature of the increase was.

Can you el aborate on that?

MR. JOHNSON: Well, | can and -- primarily,
it's as the chart showed, the percentage of students in
Speci al Ed progranms has not grown significantly; where the
i ncreases have cone in, in primarily two categorical
areas, is autismand enmotionally disturbed. And we have,
over the last two or three years, been dealing with sone
very severe enotionally disturbed issues that we didn't
previously deal wth.

And, at the same tine, we've had cutbacks in
ot her support agencies, in mental health, primarily; and
so we're like it -- you know, fix the problem And we
don't have the help from other state agencies to support
that, so those two areas. And then, related services, you
know, has beconme a pretty huge issue, and OT and PT and
technol ogy -- assistant technol ogy for students.

So those are the primary areas that we're
seeing those rapid cost increases in. So it's really not
fromnore students, it's fromthe cost of educating the
ones we have.

DR. CHAMBERS: So it sounds -- | nean,
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| ooking at the national data where a |lot of the increases
and their portions of budgets going to Special Education
can be counted for, for the nost part, by increases in
child count.

You' ve had some unusual circunstances
af fecting your district through a couple of categories; am

| hearing that correctly?

MR JOHNSON: Well, | wouldn't call them --
don't know if |'d call them unusual circunstances because
there's a decade-long trend here. | nean, it's like -- |

don't think it's a blip that's going to go away.

| was visiting earlier with one of the
Conm ssi oners about, you know, there's a lot of little
school districts in Montana, little -- real little ones.
I mean, we're talking eight students, you know. We have
430-some school districts and, over the past five or six
years, | think there have been probably 40 or 50
consol i dati ons of school districts.

Wel |, what happens is, the | arger school
districts -- and we're only 5200 students but we're the
sixth largest district in the state -- well, we -- those

students know that our services -- our Special Ed services
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are good and their parents really |like that so they nove
-- you know, they nove to our district, or they will nove
out of those smaller districts and cone to us.

And so, you know, that has becone a trend, as
well. | nean, nore for the kids that really need it than,
you know, just the resource type students.

DR. CHAMBERS: Your other coment -- well,
anong many -- is, "l don't care where the noney cones
from we just need nore."” but let nme put it back to you,
if you were in our position and sonebody said, "Well, we
will provide nore noney, nore federal noney." wth what
accountability should that additional noney be provi ded?

MR. JOHNSON: From nmy perspective, very
little accountability; and 1'lIl tell you why. Because |
firmy believe, and | deal with them every day, our | ocal
school board is accountable to the | ocal people and
they're accountable to the parents; and they're offering a
good educational program And, you know -- | nean, it's
easy for me to say, "Trust them" but, you know -- we dea
with this at the state level all the time, they want to --
you know, with nore noney comes nore nandates or nore

requi renments or nore accountability. Well, how nmuch nore
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account abl e can you be than the local trustees that are
el ected by their constituents to provide the prograns?
That's where the accountability is.

And so | don't think we need nore
accountability to the federal governnent that's providing
x-percent of our funding; | think the accountability is
there, it's there at the | ocal I|evel.

DR. CHAMBERS: | appreciate your candid
remar ks; thank you.

This is a question that really could be any
one of you can answer. |'mthinking about how one ni ght

structure federal funding and, if we were to increase

substantially, or recomend -- we're not going to do
anything, that's up to the Congress -- but if we were to
recommend to nove towards -- | don't even want to say 40

percent because | don't know whet her that nunber is --
that's even nmeani ngful -- but a substantial increase in
fundi ng, one could inmagine that one could divide that
funding into a number of different pieces.

One m ght be something related to what we've
heard tal ked about today is some sort of high-cost risk

fund; I'm not sure exactly how to manage that -- | hear
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t hat woul d be bl ock grant that could be used, perhaps wth
sone flexibility, in conmbination with other federal
progr ans.

And then sonmething else that | haven't heard
nmenti oned nmuch is some funding that the federal governnent
m ght earmark specifically for professional devel opnent,
and professional devel opnent not only for fol ks that are
providing to special educators, but to general educators
who are now pushed to include children in the regular
prograns and who are not equi pped, or prepared, for the
obl i gati on.

MR. FREUND: Well, | think the third part is
i nportant if someone has identified best practices and you
want to pronul gate those. And it may be that you want to
foster sone semnars in every state and try to get the
word out; and that's a costly proposition, a very costly
proposition. But it may be of sone use. As for the block
grant concept, | think that you already do a bl ock grant
so | don't know how that would be any change.

| forgot the first part --

DR. CHAMBERS: The high cost --
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MR. FREUND: ©h, the high-cost. Yeah, the
hi gh-cost, however you do it, whether it's regional safety
net or some other thing, that could be problematic. But
-- and it could turn into a big, black hole if it's not
properly controll ed.

You know, it's a tenpting thing to go to but

sonewhat danger ous.

DR. CHAMBERS: Well, let nme challenge you a
little bit -- |I'"m not disagreeing, but nore trying to
think -- 1 mean, if we're trying to provide sone relief

and we think the basic concept or principle is good --
that's a big "if," perhaps -- but are there ways of
desi gning that that m ght avoid sonme of the concerns or
probl ens that you're suggesting?

MR. FREUND: Well, |I'"mthinking of our
saf ety-net approach, which you have a jury of peers naking
t hose decisions, and the noney pool is limted. And I
think that the group would be given a set of operating
criteria, nmuch |like we do our Safety Net people, to make
sure that school districts have explored all the
alternative nodes of treatnment, that they weren't -- |

hate to use this word but -- another occurs to nme right
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one particular school district in our state that |ost a
| aw suit then incurred a huge ampbunt of expenditures for a
student -- and | mean huge -- and had they dealt with the
parents in a reasonable manner, this whole matter could
have been avoi ded.

And | don't know whether the federal
governnment wants to pay for things of that nature.

DR. CHAMBERS: Let ne comrent because | have
concerns about charging these dollars -- | nmean, | would
urge that the federal governnent allow nore flexibility
for local school districts. | think they need to waive
sone mai ntenance-of-effort requirenments and | think they
need to allow nore flexibility in the use of funds. And
guess | would disagree with Steve, that | think we need to
pl ace nore enphasis on accountability.

| have no doubt that the kids in Steve's
districts are doing great; | think probably the kids in
Palo Alto Unified, where | come from for the nost part
are doing great. But the national statistics, as reported
by (unintelligible) is not promsing and so a | ot of kids

are not doing great. And |I'm concerned we are paying a

274



10

11

12

13

14

15

16

17

18

19

20

21

22

| ot of attention to things that are not related to kids'

out cones.
But, in terns of targeting noney to severe
kids -- | mean, we just conpleted a study in California a

few years ago trying to define the whol e concept of
severity; | mean, it's a very slippery concept to try to
define and it's very easy to cone up, it seens to ne, with
the sinmple solution of, "Let's just sort theminto the
severe ones and the non-severe ones."

But, as Eric said, it's a continuum And |
t hi nk, when you draw the |ine, number one, you create an
incentive to nove kids on the top side of that I|ine, which
worries me and, secondly, it seens to ne you' re saying to
the districts then, "If you don't nove kids on the top
side of that line, you don't get federal noney; but, if
you do, you do get federal noney."

So -- you know, | agree with you with the
ri sk pool but I think it can happen at the state |evel.
don't think the federal governnent should be in the
business; | think it is counter to your whol e notion of
accountability saying, "I'mgoing to target and tell you

how to spend these dollars.”
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MR. JOHNSON: | guess the only comment that |
woul d add is that, of the three that you proposed, or
tal ked about, is the block grant concept with flexibility,
fromthe | ocal standpoint, would be a priority, would be
nunber one.

DR. G LL: Actually, | have three questions,
one for each of you; and they are not the sanme question.
So that's a swi tch.

Tom |I'mgoing to start with you. |1've read
your work, | know you're history, background, and | know
that you've spent tine in a classroomand | know that you
spent tine researching and I know you spent tine talking
to a | ot of people around the country regardi ng Special Ed
finance and all this kind of stuff.

DR. CHAMBERS: I ncluding sone econom sts
her e.

DR. G LL: And Jay says, "lIncluding sone
econom sts here."” and that may well be true. But that's
really not the question |I'm asking here.

If you were to pick three -- let's say three
of your recommendations, if we said to you, you know, "W

can entertain three of your recomrendations,” what do you
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woul d make to this Conm ssion and why would you think they
were the nost inportant recomrendati ons?

DR. PARRISH: -- | can read them and see what
t hey were --

DR. G LL: Yeah, you nmight want to check them

because |'ve got seven and you said eight. Maybe it's
the eighth one is the nost inmportant one; | don't know.
DR. PARRISH: | talked to ny wife before

giving this speech and she edited it a little bit, so |

got one in there. So I'll give you the abridged version
| ater.

But | think -- to me, the nmmjor focus and ny
maj or concern, | would say, over the last 10 years, since

| first got in this business and really started thinking
about that dilemma of, you know, do we earmark noney, do
we tell people exactly how to spend it, how do we divide
kids into groups, and how elusive all that is, and it
seens to ne the way that we get around all of that, and a
| ot of the procedure and paperwork that | think you spend
a lot of time on because nobody trusts anybody. And why

don't we trust anybody? Because we don't know what we're
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sense of how to neasure it.

So | guess the bottomline for me, has been a
long time, if we can figure out the accountability part, a
| ot of the rest of it would kind of fall by the wayside.
And so that would be one recomendation, in ny view, is
we've got to figure that part out.

| guess the second part would be, | don't
think accountability is test scores. See, for a |ong
time, we talk about accountability as if, "Just got to get
t hose test scores up there; we do that, we've solved every
problem" but we still see a |ot of kids who graduate from
hi gh school weren't getting any jobs, they are not
prepared for life after school.

So | think, thinking about what it is we want
to measure and what's inportant, to really thinking about
what we mean about accountability, we place inportance on
what we neasure and | think we place inportance on what we
wite domm. So | also get worried about the paperwork,
that | think a ot of it's not towards the things we
really care that nuch about. So | would say the second

has got to be -- the first one is accountability and maybe
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t hi nki ng about what we really nmean about accountability.
And then the | ast one, | guess, would be --

if I place the third one, it would be flexibility in the

sense that, if | get those first two nailed down, | agree

with Eric a hundred percent, | don't think it ought to be

the part of the federal governnment or the part of the

state to tell a school district -- because we don't really

know -- | mean, this isn't building a car here, we're not
sure how to do this.

So | guess I'd want to say to school
districts, "There are certain things that | expect that
these kids to be able to do and to know when they | eave
and it's up to you to use your best professional judgment
to figure that out. And, since | know whether you are
achieving or not, | don't have to worry about -- | can
give you flexibility and |l et you do that."

DR. G LL: Yeah, | just want to namke sure |I'm
understanding. | agree, the first two m ght be
accountability. But, with an accountable system
flexibility follows the accountability, or flexibility

precedes the accountability, in your m nd?

279



10

11

12

13

14

15

16

17

18

19

20

21

22

280

DR. PARRISH: ldeally, it would follow  But,

given the fact that, in ny lifetime, are we going to
define accountability? Well, | guess | wouldn't want to
wait. But | would say that we need to start noving

towar ds thi nki ng about what we nmean about accountability,
in a larger sense, and, in the meantime, we probably
shoul d all ow sone flexibility because we don't know enough
about how this is best done.

At the sane tine, we're starting to do things
in the way of accountability; we need to do flexibility,
in my view, hand in hand.

DR. G LL: Thank you; | appreciate that.

Steve, |'ve got kind of a nunbers question
for you because it's late in the afternoon and | don't
quite understand, either. | don't want to take you back
to anything in particular but, the chart you show on page
3, you were tal king about percentage of -- you know, State
Speci al Ed, Local Special Ed, Federal Special Ed, Total
Special Ed, it looks to ne like the difference between the
Federal Special Ed from 1990 to 2001 is fairly constant;
is it not?

MR. JOHNSON: Yes.
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DR. G LL: And the State |evel Special
Education from 1990 to 2001 is also fairly constant; is it
not ?

MR. JOHNSON: Uh- huh.

DR. G LL: So the distance between those two
points is virtually the same over that 10-year period of
time and, if that's true, explain to ne what you nean by
the cost variation at the local level. | nean, it |ooks
to me like the |ocals have al ways had basically that
obligation of making up the difference between those two
points. But you're saying it's escalating at |ike --

MR. JOHNSON: Well --

DR. Gl LL: Maybe |I just don't understand --

MR. JOHNSON: What you have to |l ook at is the
top line; that's the total cost. And that top line is
nowheres close to being parallel to the federal or the
state line; and so the district has had to make up that
di fference.

DR. G LL: Yeah, but the district is not --
do you still -- there is a huge gap between where the
district is spending and Total Special Ed expenditures,

unless |I'm just msreading the table.
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MR. JOHNSON: Yeah, the district is now
spendi ng nore than 50 percent.
DR. G LL: So howis the gap that you're
showi ng here in Total Special Ed in Bozeman Public School s
bet ween 1990 and 2001 -- how is that gap being fill ed?
MR. JOHNSON: (No response.)
DR. G LL: You didn't have that issue in '90;
you start to see an adm ssion-creep, if you will, between

"91 and 2001, but | guess what | don't understand, from

this chart, is, if you know what the costs are -- which |
guess is what this explains -- howis that being filled?
| don't get it, | guess.
MR. JOHNSON: The | ocal taxpayers are filling

it. You add those three up and they add up to the top
l'ine.

DR. G LL: Oh, okay; okay. Now nmaybe I
understand it because, before, | didn't get that. [|'m
seeing this growing gap here and |I'm seei ng federal
fundi ng approximately the same, state funding
approxi mately the same, and | ocal funding increasing from
about -- well, less that $200, 000 --

MR. JOHNSON: It's about --
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DR. G LL: -- to about $1.1 mllion. When I
see the cost expressed at alnost $2.5 mlIlion. | guess |
didn't understand the difference there.

MR. JOHNSON: Right. In 1990, the district
was payi ng about 50,000 out of about 900, 000, but we were
payi ng 50, 000 out of 900,000, you know, that's six percent
or whatever it was that | --

DR. G LL: Uh-huh.

MR. JOHNSON: -- the percentage. And today
we're paying a mllion out of 2.5 million. So we're
payi ng 50 percent now.

DR. GILL: Well, | appreciate the fact that
you didn't blanme the federal government for that.

| would agree that, if | were you, |I'd think

you ought to be making this presentation in your state --

MR. JOHNSON: |'ve got it --
DR. GILL: Bill, I've got a question for you,
too. Do you know, | think this notion of cost variance

and all of those things has cone up; and one of the issues
that we've seen in Washington State clearly is, is the
difference in cost as an expression of local district

phi |l osophy, is it sinply an expression of -- as sone



10

11

12

13

14

15

16

17

18

19

20

21

22

284

peopl e have alluded to -- access to additional funds --
you know, we actually had a district who cane to us in the
Safety Net and said, "If you give us nore noney, we
prom se we will spend it."

My response was, "That is exactly the sane
thing nmy 18-year-old says to nme; and | expect a little
nore accountability fromhimso | expect a little nore
accountability fromyou.” | know, if we nake noney
avai lable, it will be spent; | don't have to be an
econom st to understand that particul ar point.

What | want to know is what you think the
di fferences woul d be between rewards, if you will -- and |
think Eric Hanushek nmentioned that a little bit, rewards
for people doing a good job nmeeting their outcones, et
cetera -- versus incentives. And | know you alluded to
this a couple of times that there may, in fact, be funding
i ncentives or unintended consequences of a high-cost nodel
or anything else. And | know where your heart is on the
paperwork; | don't think you nmean -- not |EP, | think what
you nean is | EPs that actually enable us to benchnmark
out comes that are neaningful, rather than procedural

saf equards four tinmes a year whether you need them or not.
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MR. FREUND: Right. | nmean, | think how Tom
put it on accountability was pretty good. W don't know
what it is that we're trying to do; we can't neasure it,
it's not on the IEPs -- maybe start trying to read | EPs,
what can you tell what the expected outconme is?

Qur peopl e, when they've read thousands of
IEPs -- and | think that our J-LARD (phonetic) Conmttee
read 9, 000- and-sone, that they studied 9,000; they just --
they couldn't see any clear pattern and they coul dn't nake
det erm nations of anything, really. |It's a big problem

DR. Gl LL: So would you suggest, in terns of
conparability, at |east, a set of federal forns, perhaps,
that delineate what the itenms are so that there's |ess

debat e when kids transfer fromone district to another or

fromone state to another, sort of like a, let's say, a
1040EZ?
MR. FREUND: Yes, | would. | think that

certain things shouldn't be on | EPs and, in reading them
I find themto be very speci ous docunents, actually, and
they're intended to provide maxinmum flexibility to the
school district. And many -- you know, |I'mnot a

practitioner, but | have read, you know, several hundred
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of them and that's ny finding. | don't think that
t hey' ve changed very nuch. So, if one is expecting to
provi de incentives or rewards or whatever it is, | think
this has to be strai ghtened out, otherw se, how can you do
t hat ?

DR. Gl LL: So part of the -- | think you
mentioned it this norning, that there was only about 35
percent of the cost variation that could be explained; the
ot her 65 percent, | think, is in the variability and I
think that --

MR. FREUND: Right.

DR. GILL: -- the point you bring up is a
good one, to ne, in the sense that that does have
sonething to do whether or not that's a $100, 000 student
or a $40,000 student or a $60,000 student because | think
a |lot of the costs for Special Education, at |east in
Washi ngton, are negotiated annually, 118,000 tinmes in
| EPs.

MR. FREUND: See, it's really interesting
that we're using costs here, and expenditures. Actually,
an | EP shoul d be an expression of cost, and they are not

expressions of cost, they're -- | don't know, expressions
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of nebul ousness, you know, right now. If we try to put a
dollar on them -- you know, we've tried to use -- what do
we call the delay? -- instructional -- what's the word?

DR. G LL: Educational --

MR. FREUND: Thank you -- educational delay.

We tried to use that to cost out the |IEPs and
we found out that that didn't explain much of the
variation, so that doesn't help you. And that's about the
only thing that's avail able when you starting | ooking at a
particul ar student. And you should renenber, |I'mnot a
practitioner of Special Ed, so maybe I'l| stand corrected
i f sonmebody wants to correct ne. But that's ny
i npressi on.

DR. G LL: Thanks, panel; | appreciate it.

Jay, you want to ask a foll ow up question,
because I'mlimted to tine.

DR. CHAMBERS: Just on the | EP issue and,
again, | conme at this as sonmebody who is -- other than
visiting nmy wife's classrooma couple of tines, and being
in themfor 12 years, |'ve really not spent any tine, on a
day to day basis, as an educator but -- | nmean, what [|'ve

heard from you and a couple of other fol ks today, and Eric
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Hanushek earlier, about the relationship between | EPs and
servi ces and expenditures and outcones, if we haven't

figured out how to do this after 25 or 27 years, is the

| EP of any value or am| hearing you say -- maybe we
should -- is there any -- should we retain the |IEP?
MR. FREUND: | think the IEP is an expression

of intent, you know, what it is that we're going to do,
we're just not going to tell you how nuch we're going to
do in what length of tine; it's kind of general.

And | don't know if the reason that school
districts do that -- it probably is because they want to

protect thenselves. That is, if they say that they want

to have an outcone and they can't get to the outconme, then

there's a problem So maybe that's why this is being done

t hat way.

But, you know, if you're trying to --

DR. CHAMBERS: It could be done -- that they
are not really --

MR. FREUND: Quantifi able.

DR. CHAMBERS: -- quantifiable --

MR. FREUND: Right.

DR. CHAMBERS: | nean, that kind of suggests
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they are not a very -- and |'m not suggesting this, |I'm
just asking the question -- that it's not a very useful
docurment from what |'m hearing.

MR. FREUND: Not for fiscal reasons and not
for incentive and rewards, if that's -- and that's what
we're tal king about. There may be other -- there may be
sone ot her purpose for which they are useful.

DR. CHAMBERS: But then we need to think

about the aspects for which they are useful and focus on

just getting the information -- that information. And,

again, | would like to hear the folks in the public

comment, have some comment; | would |ike to hear about it.
MR. FREUND: |'Il tell you. You know, our

audi tor, when this Special Ed audit team that we sent, and
they actually did fine. 1In some school districts, they
had the same |EP for multiples of students and, you know,
they just cranked them out and they all read the sane.

But the kids weren't the sane, they didn't
have the sane problenms and they weren't receiving the sane
services. So what was the IEP telling anyone?

DR. CHAMBERS: | nean, it sounds to ne like a

| ot of resources that could have been used sonewhere el se;

289



10

11

12

13

14

15

16

17

18

19

20

21

22

290

that's kind of where ny question --

MR. FREUND: Well, they didn't have much by
way of assessnment cost, maybe; | don't know.

DR. G LL: Todd Jones?

MR. JONES: Steve, | want to pick up on a
theme that came froman earlier question and it's actually
one |'ve heard after the session, froma superintendent
| ast week in Des Mines, that we heard fromfolks in the
public coment period. And that is the issue of cost as
bur den.

IDEA is a grant programwith civil rights
tracki ngs. But underlying that are sone other civil
rights | aws, 504 and AEA (phonetic), which inpose
accommdati on obligations. And the only folks |I've heard
t oday tal ki ng about the nature of cost as burden have been
fol ks at the local level. Now those are the folks
actually spending noney so | won't say it surprises ne.

But | also think about, in contrast to other
civil rights context and will throw out one. The
denographic shifting in rural Anmerica related to
i mm grants working at, whether it be feed | ots or packing

houses, in areas that traditionally didn't have to dea
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with a variety of |anguages. It's like Grand |Island or
rural Arkansas. And they're not just dealing with
Spani sh; they need to deal with Farsi and | anguages t hey
can't even identify from West Africa.

And those costs, when described, all are
significant, certainly. And, when representatives of the
| egislature -- it's a need for help because of the
denographics. But |'ve yet to hear anyone describing the
need to help those fol ks as a burden inposed by federal
law. But, in nmy other hat, the other job |I have as
enforcement director for OCR, that is, in fact, the rea
reason; ultimately they do have to serve those folks in
certain ways and that's fromTitle 6, which is a federal
civil rights obligation

But | haven't heard any -- | don't hear
anyone describe that as burden. Yet, when | -- and | have
to say this, it's becone a bit of a recurring thene here
from superi ntendents and school -1 evel people -- that the
costs of students with disabilities are effectively
descri bed as burden.

My question to you is, is there a distinction

bet ween these different types of civil rights obligations,
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one a burden and one not, and is it parts of |DEA which,
t hensel ves -- whether it be paperwork or sonething --

' mnot saying this is a trap because | think
there are answers in IDEA but is it pieces in there that
are burden that is distant from other general civil rights
obligation to educate every child in your district?

MR. JOHNSON: | think that's an excell ent
gquestion and | guess the first thing that comes to nind
when | try to respond is the diversity of, not only this
-- | mean, diversity of school districts around this
country; and we're all going to be different, obviously.

As far as the inm grant thing, the burden, in
our district, it's been fairly constant. It's -- we have
Mont ana State University and that brings in, you know,
sone non- English-speaking students and we have an ESL
program that services those students and there hasn't been
significant growth in that program it's been the sane --
|'ve been in the district 16 years now and it's been the
sane program So there hasn't been the growth in that
program

504, we have had a little bit of influx; we

have, in my opinion, an excellent 504 program W' ve got
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an 1800-student high school with a half-time 504
coordi nator, that's all she does is coordinate those 72 or
73 kids that we're accommodating. And it's been fairly
consi stent.

So I think the burden, fromour |evel, has
been the significant change in specific categories of
students, as autism enotionally disturbed, and the
rel ated services things that | tal ked about that has put
t he pressure on us, specifically in the Special Ed
program

MR. JONES: COkay, but let nme see if | can
refine it alittle bit to get at it. Wen a small rural
Arkansas district, or North Carolina district, goes from
having three percent LEP kids to 28 and 35 percent LEP
ki ds, and they go from having two | anguages to 10 or 30,
the description | hear fromit is not, "This is a burden
that's being inposed.” As you're saying, here's the share
the federal -- the feds or the states need to pick up --
this is our burden. |It's described as -- we've had a
denographic shift and we need assistance in the education
of these kids and we need assistance in doing that, it's

not an obligation.
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Whereas, in the context of Special Ed -- |
nmean, if you scrap | DEA, you'd have 80 percent of the sane
obl i gati ons and zero percent of the dollars that you get
under | DEA now. The obligation is still there. Does the
burden go to what is within IDEA? Is it the additional
kids -- | nmean, autistic kids are autistic kids, whether

they are in | DEA or 504; and you have to serve them one

way or the other. 1Is it the increasing nunber of kids?
Is it the paperwork? | mean, what's driving that and is
that -- does that make it a burden as opposed to just a

di fference in obligation?

And maybe |'m not expl aining my question

wel | .

MR. JOHNSON: | don't know how to answer
that; | mean, if you --

MR. JONES: What's driving your cost? Wiy is
the gap there from 1990 till now? Is it nore --

MR. JOHNSON: Driving the cost -- okay. Well
-- | mean, for exanple, with the enotionally disturbed
kids, it's contracted services to deal with those. As |
said, the nmental health services aren't available in our

community and, in our state, are very poor. So those
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servi ces get pushed onto the school district. And that
has changed over the | ast decade.

| mean, our nental health in Montana was
better; those agencies were doing a better job. But, as
the State's budget is tightened, they've been elim nated;
t hose progranms have been elimnated and so they've been
pushed to us.

MR. JONES: So the cost shift from other
agenci es onto yours --

MR. JOHNSON: Definitely part of it, yes.

MR. JONES: -- has been a piece of it?

MR. JOHNSON: Yes, yeah.

MR. JONES: Ckay.

DR. PARRI SH: Can | just say sonething
because we're | ooking at English | anguage instruction in
California very carefully for two years.

| mean, basically, they don't have a whole
| ot of guarantees or rights. | mean, if you come in not
speaki ng English, you m ght argue that there ought to be
an | EP, that there ought to be process. |If we specified
an individualized appropriate education for children --

the child who does not speak English, | think you' d find



10

11

12

13

14

15

16

17

18

19

20

21

22

t hat the burden would be nuch | arger; and nmaybe it should
be.

But, in fact, districts can largely ignore
the fact that this child does not speak English if they
choose to. And they find different ways to inculcate
t hese programs. But the requirenents are just so
di sparate, | think that has to be recognized.

MR. JONES: So do you think my 80 percent
description -- if we did away with | DEA, the residua
obligation would still be 80 percent of the current
expenditure? |In fact, maybe that's nore |ike 30 percent
or 50 --

DR. PARRISH: No, | agree with that. But |
think | DEA and the other -- 504, ADA, all of those things
you cited are all for children with disabilities. | know
of no conparable legislation for English |earners so I,
you know -- | don't think it's IDEA and |I'm not even
saying that the disparity is -- well, | would argue it's

i nappropriate, the disparity between the chall enges faced

by children with disabilities in relation to the chall enge

faced by English learners; to me, they're both pretty

daunti ng chal | enges.
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And, in one, we have | egal guarantees; you
can sue the school district if they don't address your
needs. For an English |earner, you can sit there and
| angui sh for four or five years and try to figure what's
going on in the classroon that's kind of your problem
mean, that's kind of what it boils down to, at least in
California

MR. FREUND: If | could get a chance -- |'ve
got a little different view

In our state, the various prograns that you
nmenti oned are basic ed and, should the federal governnment

do away with every one of its regulations, |aws, and

everything, the state would still have to do what it does.
And the distinction in here is -- and it's kind of a funny
one -- you take a fire departnent, its job is to fight

fires. Now, if the state cones al ong and nmandat es that
that fire departnment fight fires, then the local fire
depart mnent now says, "Well, state, you need to pay for it
now. "

That's kind of what's going on. You know, we

have a Departnment of Fisheries. "Oh, you want us to grow

fish? ©Oh, well, now you've got to pay for it." |It's kind



10

11

12

13

14

15

16

17

18

19

20

21

22

298

of an interesting dynam c.

MR. JONES: And | guess that was, in a sense,
my point, is that they're still your kids so --

MR. FREUND: Right. So, if you did away with
all of the paperwork, | think ny point would be, | think
school districts would be doing the same kind of
paperwor k, whether it was required or not, by the way.

DR. G LL: Conmm ssioner Coulter?

MR. COULTER: Well, Steve, we've kind of put
you on the spot because you furnished us with a good
exampl e of the problemas it relates to funding. And I
guess what I'minterested in, and you may not be able to
answer this, is to explore a little bit the conparability
of your exanple, maybe with [ ots of other places. And
that is a concern | think has been raised to us in the
past is that, in some instances, when people do a very
good job of offering a program of services, especially to
a particular group of kids, they may becone a nmagnet, so
to speak, for famlies to nove into that district in order
to get those services.

Do you have a sense that the shift that you

depi cted of the cost burden from really what appears to
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be fromthe state to the locals, are you pretty typical of
ot her school districts in Montana or is your -- the
percent or nmagnitude of the shift nuch greater for you
than for other districts?

MR. JOHNSON: No. In fact, | forgot to make
that coment. We're very typical. | have a chart that
was produced by the State of Montana that kind of depicts
the same thing. And |I don't know if you can see it from
there but this top part is local contribution, and this is
on a statew de basis.

So states -- on a statew de basis, the state
from-- in 1990, the state was paying $33, 300, 000 for
Speci al Education; in 2001, the state is paying
$33,900,000. So it's gone up 300,000 -- or $600,000 in 11
years, fromthe state.

So, you know, it's very typical in Mntana.

MR. COULTER: Okay. So | guess what you've
heard fromus is, you know, the adnoni shnent -- it sounds
li ke the state's dodgi ng, you know, sonme of their
responsibilities and they pointed their finger at the
federal governnment, which is an easy task to do.

Do you have a sense, because | know nmeasures

299



10

11

12

13

14

15

16

17

18

19

20

21

22

300

are hard to cone by -- do you have a sense that you're
doing a better job with kids in 2001 than you were in
1990? In other words, are you getting nore -- are you
getting as nmuch or nore for the noney being spent, 11

years | ater?

MR. JOHNSON: | don't think so. | think
we're -- | think we're doing as good a job now as we were
then; | don't think it's necessarily inproved. You know,

this whol e concept of encouraging districts to identify
kids and all that, obviously, when you | ook at our
numbers, that's not happeni ng.

MR. COULTER: Right.

MR. JOHNSON: | nean, it's quite the
opposite.

MR. COULTER: Right.

MR. JOHNSON: But | don't think we're doing
any better or worse job than we were a decade ago.

MR. COULTER: The reason | ask is because,
you know, | think, in some respects, people are willing to
pay for quality. So, if they thought they were getting a
good deal nore for that increased anount of cost, that

that m ght help. But that's a different -- | mean, that
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is a fundanmental problemthat this Conmm ssion faces, is a
real lack of outcone nmeasures over tinme to see what we're
getting.

Let ne just -- one quick question/coment for
Bill. And this relates to the discussion that's sort of
been ongoi ng about the |EP.

Some of the Conm ssioners -- several of the
Comm ssioners, | think, including nyself -- have tried to
take a very careful |ook at the current federal law as it
relates to IEP. |It's really very interesting if you read
the law, although it's rather clunsily witten. But, if

you read the law and boil it down to its essentials, the

| EP that the statute requires is relatively circunscribed.

I mean, you could efficiently develop something -- and,

when | conpared the law to a local IEP or even from

different states, it's obvious that | ocals and states have

i nposed additional paperwork requirenments in the sense
t hat they've added on things.

So your commrent about a federally-devel oped
formis intriguing. | guess what I"'minterested in,
especially know ng your colleague to ny right as | do,

when you tal k about any kind of federal inposition, for
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i nstance, of a nmobdel form how does that stack up agai nst
this issue of state flexibility and | ocal -- you know,
| ocal account -- local -- not local accountability so nuch
as local rights to sort of do things the way they want to
do. How do you neasure those two things?

MR. FREUND: You know, there's always
conpeting goals. And, | nean, this is the situation, one
of those situations.

The thing about if the federal government
starts paying a much greater share of Special Education,
in essence, it becones,- not a majority stockhol der, but a
| arge stockholder. And then, as with our state, with an
increased funding, it comes with increased expectations;
there are increased controls and all sorts of things
happen.

So that's one of the problenms that comes with
i ncreased funding. An entity that is providing expects
sonet hing out of it.

MR. COULTER: So, in other words, we'd be
sort of paying for the privilege of providing a nore
efficient forn? That sounds |ike an accountant's

expl anati on, but | --

302



10

11

12

13

14

15

16

17

18

19

20

21

22

DR. G LL: David Gordon?

MR. GORDON: Thanks, Chairman. | have
several questions but, in the interests of time, | wll
pass because | don't want to have us intrude into the
public coment and | know you got a --

DR. G LL: Okay; thank you.

Bryan Hassel ?

MR. JONES: Let ne offer; we do have a bit of
time flexibility. If --

DR. G LL: If you want to ask a questi on,

Davi d, you should ask the question. | nean, we could
shorten --

MR. GORDON: Ckay, I'Il just try to make it
brief. In this whole argunment between flexibility and

sone specificity of the federal governnment saying, "W
need to do these things," as superintendent, I'mall for
flexibility; that helps me a lot.

But the fact of the matter is, the places
that don't do a good job hurt all of us a |lot and | think
you made the comment, the $3 mllion law suit, that noney
is com ng out of ny pocket if it's something happening in

California. And it strikes nme that accountability is
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essential, even if it's sinmply counting how many FARE
(phonetic) hearings that you' ve had and how nuch they cost
and how can you send soneone to do sonet hi ng about it;
that's nunber one.

Nurmber two, Tom tal ked of pre-school, early
chil dhood prevention and early intervention. How do we
help this law, as it is changed, send a nessage that we
need accountability, even if it's only a rudinentary ki nd,
we need prevention and intervention. And that's not just
an | DEA function, that's ESEA and nany ot her things.

And then, thirdly, protecting districts from
t hese catastrophic costs, the high-cost kids -- because |
think Steve hit it on the head. CQur district, to a
degree, is becom ng a magnet for the high-cost kids.

So, if you sinply have an equitable portion
that you don't take into account, that some districts are
getting harder hit than others, so that's where the bank
appeals to me, or the -- what did you call it --

MR. FREUND: The safety net.

MR. GORDON: The safety net. So |I'mjust
wondering, as this |law gets recrafted, how do we address

things like that and nake the statement that, whether it's
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the state or a district, you need to pay attention to
t hese because those are the kinds of things that will nake
a difference.

MR. JOHNSON: Let me just address this, |
haven't tal ked anyt hing about the safety net issue.

In Montana -- the way that Montana funds the
Special Ed at schools is a block grant and then they have
a safety net that, if a district spends -- we're required
to match the state funds by 25 percent. Well, you know,
as you can see, we're way over matching that.

But, if you spend nore than 10 percent of
your required match, then there's a disproportionate cost
that you get that -- you're supposed to get 60 percent of
t hat cost back. Well, the problemis, |ast year, our
di sproportionate cost was, instead of 60 percent, it was
si x percent, because they don't fund it. So, whatever
safety net you establish, you know, the rules for funding
it -- usually what happens, is you allocate the noney
based on the noney -- you've allocated back based on
what's avail abl e.

And so, you know, it's a good concept to have

this pot of nmoney out there the districts could go to; but
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my guess i s nobody is going to be able to fund it at the
| evel it needs to be funded for the -- you know, to
relieve the districts of the burden.

MR. FREUND: Well, | think that, in our
state, that we are providing sufficient safety net funds
and that it does cover high-cost students and it does

cover school districts with excess enroll nent. And we do

have sonme school districts that are magnets for Special Ed

and we deal with it with the Safety Net.

So | think it is possible -- and when you
start thinking about how nuch Safety Net npbney you need,
you can actually calculate that; and | did calculate it
when we first put that new forrmula in and | had it
calculated -- | thought it would be around 15 milli on,
maybe 18 mllion, and it turned out to be a |ot |ess than
that. And that is because school districts didn't come
forward. And | was basing ny cal culations on the
expenditures and the difference between our new fornula
and the old forrmula and figured that school districts
woul d conme forth and claimthe difference; but they did
not .

So | still say that we're funding it and, if
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they really needed the noney, they would cone and get it.
And it is about three percent of our total funding.

MR. GORDON: Thank you.

DR. G LL: Bryan?

DR. HASSEL: First of all, Todd, it seens
like there is enough interest in this idea of sonme kind of
hi gh-cost pool that it would be great if the Comm ssion
could get sone sort of |ight paper or sone kind of expert
anal ysis of that idea because there's so many design
i ssues that would have to be grappled with. And we've
heard a |l ot of potential problenms with that idea and how
can -- how could they be dealt with; | think that would be
hel pful .

MR. JONES: Absolutely, and I'm glad you
suggested that; and we can do --

DR. HASSEL: But, as far as the question, |
wanted to pick up on one of the Comm ssioner Gordon's
poi nts about prevention, the inportance of prevention and
early intervention. And |I'minterested in the question of
how could -- what kind of federal policy could effectively
encourage nore attention to that. And it seens |ike one

idea is -- which I think Dr. Hanushek put out -- is that,
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if the incentives were right, say a block grant program
districts would want to do early intervention and
prevention prograns.

But then I heard M. Johnson say that, even
t hough you have really powerful incentives to do early
i ntervention, because it would save you funds, you feel
i ke you can't because of restrictions or other reasons,
that you are prevented in some way fromtaking those
actions. And so -- maybe it's not quite as sinple as
t hat .

I wondered what are your thoughts, or any
ot her panelist's thoughts, are about how a federal policy
coul d be constructed that woul d encourage that?

MR. FREUND: Well, to start with, the pre-
school progranms, zero through 2, is an optional program
So many of our school districts -- not many, but sone
school districts -- choose not to participate even though
we provide state funding; and it is 1.15 of the regular
education or the basic education anount.

My understanding -- that these kids don't get
regul ar education. And our funding |level for these

students used to be nuch greater than that but we did a
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study, one of our many studies, and we found out that we
wer e over-fundi ng when one took into account all of the
alternative services that were available. Yes. And so it
seened to be sonewhat of a cash cow

But that isn't the case now with our new
funding formula and so the reluctance of school districts
to get into it nmay be that they think that the costs are
nore than what the state and the federal dollars conbined
are.

DR. PARRISH: | would just like to say that,
you know, you go back to the 40 percent and back when | DEA
was passed and, at that tine, sonebody had the idea of 40
percent, and just sort of made it up, and, at that tine,
sonebody said the age span -- fromthree to 22. But, you
know, |ater, we realized we've got a better idea, really
t hi nk about infants through toddl ers and so we created the
Part C program But the fact we nade that a separate
program | think, in retrospect, we can see now was a big
m stake. And so that separate program ki nd of gets left
behind and that 40 percent, if it were to apply, is going
to apply all to Part B.

And, to nme, that may be that Part C continues
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to just kind of toddle along, if you'll excuse the pun.
But | think it's a major problem because, if we're going
to do anything based on research, everything that we know
in research tells us that that's the tinme to intervene.
So, if we want to use our noney effectively,
| think we've -- the recommendation | would say is, we
need to think about conbining those two prograns at the
federal level, we need to think about putting sone of that
new noney into where we know it's going to be effective.
MR. JOHNSON: Again, this diversity is an
amazi ng educati onal experience for ne, between the states.
Mont ana puts zero into pre-school programs, zero. W have
16 pre-school kids and we get 16, 000 bucks fromthe
federal governnent; so the rest of it's all |oca
contri butions.
So what |'m saying -- you know, we can't do
it -- we could do it but we have no noney to do it. |
nmean, we don't get any noney fromthe federal government
to do that and we can't use our Part B noney for those
prograns until those kids are identified. And so |I think
the flexibility is -- you know, give us the flexibility to

use that noney for those early progranms, because we know
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t hey work, and, you know, |et us use that nopney for that
rat her than having to have a, you know, a separate pot for
t hat .

DR. G LL: Steve, Tom and Bill, thanks a
lot. | knowit's been a tough day, a tough afternoon; and
we appreciate it.

We're going to take a break now. W are a
little bit behind but we're going to start the public
comment right at 4:30; okay?

(Wher eupon, a brief recess was taken.)

MR. JONES: Folks, if we can get started, we
will go over the rules for the public coment period so
t hat everyone understands before we get started.

As you all know, there is a sign-in sheet
this norning. The procedures we operate on for public
conmment are sinply ones the Conm ssion's adopted for -- to
facilitate the greatest nunber of people in the fairest
| ength of tine.

Everyone has three m nutes. M. Varissa
(phonetic) here will be showing you a series of tine
sheets that are three-m nute, two-m nute, one-m nute, 30-

seconds, and stop. Stop does nean stop; she will ding on
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the little glass here. And we would ask as a courtesy to
t he other nembers -- or the other fol ks of the public who
have conme here to speak that you let them go

I will say that there are a few fol ks who
have signed up; and, if you will take a | ook at the
obl i gati ons outside, such as folks who are repeating from
organi zations that have spoken before. Everyone will get
a chance to speak but, if you've signed up and it wasn't
in conformance with the rules that are outside, you get to
speak last, after all of the other folks have had a chance
to speak.

So, as we go here, M. Coulter is going to
read nanes and he'll read the person who is up and the
person who is conming next. And, if you don't hear your
name and you think you're supposed to, just renenmber, we
have the list here, sone folks are going down to the
bottom Because we have a limted nunmber of people here
t oday, everyone gets to speak who wants to speak

MR. COULTER: Let me say that, fromthe
Conm ssi on nmenbers, we strongly believe that the period
for public comment is very inportant to us and we al so

want to enphasize that, in addition to hearing people
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speak, we actively solicit witten conmment in any form and
the staff distributes those comments to us and we spend a
ot of time reading it. So we're very interested in the
i nput .

So our first speaker, three mnutes, is
Gerald Hme, to be foll owed by Ed Anundson.

MR. GERALD HI ME: Good afternoon.

I'"'mJerry Hme;, |I'mhere representing the
California Supervisors of Child Welfare and Attendance.
We deal with both regular and Speci al Education pupils.
I'"malso a nenber of several organizations that are al so
represented here, the Council for Exceptional Children,
Pupi | Personnel Adm nistrators, and Special Ed
Adm ni strators, as well.

You are here during the week when we will be
havi ng our Acadeny Awards on Sunday, so ny three m nutes,
"Il try to do an Oscar-w nni ng perfornmance.

In my files at honme, | had a docunent that
goes back to the summer of 1976. It was a training
docurment at which tinme they presented the 40-percent
fundi ng mandate. And it indicated the steps that it go

through to be fully inplenmented by 1981. This is 26, 27
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years later, we're still waiting.

| know we've heard a | ot about the mandated
funding and I'm not going to bel abor that this afternoon
because you're going to be hearing nore from ot hers.

| would like to concentrate ny
recommendations in a couple of areas, primarily in Part C,
whi ch was nmentioned earlier. Part Cis the toddler --
i nfant/toddl er program and, as was nentioned earlier,
noney needs to be permanently authorized for those
prograns in order to ensure that the early intervention
will take place.

Part B is also a very inmportant part of our
prograns in that it provides the funding for the research,
t he professional devel opnment, and the technical
assi stance. Because in this area, with our dire shortage
of Special Education personnel, we need to have the funds
available to train them

And al so there was nentioned earlier about
the 20 percent, that we feel that it should remin
earmarked for the school district budget in order to
provi de sonme of the preventive nmeasures that will ensure

t hat students who are not currently identified as Speci al
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Educati on can be provided sone services that will enable
themto be successful in their regular programns.

So | encourage you to take a hard | ook and
listen carefully to those who will be speaking to you this
afternoon in order to nove ahead with the reauthorization
process.

Thank you very much.

MR. COULTER: Thank you, sir.

Ed Anundson, to be foll owed by Andrew
Bar | i ng.

MR. ED AMUNDSON: Good afternoon,
Comm ssi oners.

My nane is Ed Anundson; |'m a Special Ed
teacher at the secondary |level in Sacranmento, California.
And |I'mthe past-chair of the Caucus for Educators for
Exceptional Children and, as such, |'ve worked a great
deal on the authorization in 1987. 1'm also a nenber of

the National |DEA Resource Cadre through the Federal

Part ners.
What | would like to talk about -- it was
interesting today, | was reni nded of my favorite author,

Jonat han Cosel (phonetic) who once said, "Why is it that
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we all ocate noney to defense and we throw noney at
education?" And, as our discussions went on today, | was
hearing us tal k about excess costs. However, | always
|l ook at it as, it's not an excess cost -- if ny life was
happy, we would no | onger have encroachnent, we would talk
about entitlenent for the nonies the children are truly
entitled to.

And | think that |eads us to where we need --
is the cultural shift in how people view the Special Ed
prograns and the funding, in particular, when they talk
about how are we going to fund these progranms, is wthout
the increased dollars, the local districts are inpacted by
trying to provide services at fewer and fewer and fewer
dollars. |If we do have nore noney, that would allow us to
do the creative and innovative things.

| have heard a | ot of discussion today about
flexibility and innovative programs. Well, one of the key
parts of IDEA '97 did allow flexibility and creativity
with incidental benefit, perm ssive use of funds; but we
can bring those services to bear at an early tine. If we
were to find a way to begin services at a young age, as

the Part C tal ks about, but also allow the perm ssive use
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of funds, Comm ssioner Gordon, the things you do in Elk
Grove which allows a lot of flexibility in how Special Ed
teachers are delivering services.

| come fromthe time when | renmenber the
general ed kid could not touch ny Special Ed eraser. Now
we all ow those things to happen. It will not occur unless
we have increased dollars to all ow people to do those
i nnovati ve-type of programns.

And, finally, when we tal k about
accountability, California with the exit exam and the
requi renents that are being put on students, we're finding
nore and nore students are -- what is going to be the
outcome, they won't be receiving diploms. How are we
going to nmeet the needs of those students, as well as
general ed students? And, if we start getting
partnershi ps and conbi ni ng the noni es of other groups,
| ooki ng at the vocational opportunities, the nonies wll
go farther.

However, parents will realize, if their child
does not receive a diploma at the age of 18, they are
still eligible for services until they' re 22; and parents

are beginning to request the districts to pay for their
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students to go to the community coll ege.

So, as we get

dollars will

go fewer

nore accountability,

t hose

and fewer places, and districts

won't be able to do the progressive and the creative

things that they can do. So, | want you just to | ook at

that and, again, | think the | EP process is incredibly

val uabl e.

What has happened today is we now focus on

the | EP product.

and, as you

and | ocal enhancenents,

And |'ve travel ed around the country

said, the docunents you see today are state

said in the reauthorizati on because |

know what the di scussi ons were about.

Thank you for your

MR. COULTER

Andrew Barl i ng,

tinme.

Thank you.

not what the federal governnent

st opped there and |

to be followed by Irving

Lebovi cs.

MR. ANDREW BARLI NG. Thank you; good
af t ernoon.

Thank you for allowing nme to speak. Yes, ny
name is Andrew Barling; | ama California State

Educat i onal

Ther api st.

Secondl vy,

but

probabl y nost
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i nportant, | have a diagnosed |learning disability and am
ADD. Also, | do have a nentally-gifted daughter who has
inherited my gifts.

In June, she will celebrate her 21st birthday
but her nmother and nyself were forced, due to unfortunate
and severe educational circunstances in our area, to pay
for her coll ege education and away from our home in
Bakersfield, and sacrificially financed her |iving
expenses in Santa Barbara because the City Coll ege there
was the only closest college to acknow edge her | earning
disability and to give her accommodati ons.

Due to the inappropriate educational
eval uati ons, our daughter was enbarrassed and ashaned to
| et others know of her special ness, especially her
teachers in grade school. And, by the time she finished
her hi gh school education, this 135-1Q young adult
graduated with barely a C average and nmoved out of her
home to move in with a boyfriend, with an under-aged
dri nker and snoker and, unfortunately, had |ost her
virginity due to her | ow self-esteem and unable to dea
with his flattery. And, as you know, birds of a feather

will flock together.
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| mention her only because she is typical of
t he thousands of students | have seen professionally in ny
20 years of private practice. |'m speaking as a parent
and a concerned citizen regardi ng our outl andi sh and out -
of -control public school systemthat is nore of a
di ctatorship than a denopcratic institution putting the
needs and the care of its students of primary inportance.

| want to thank the Conm ssion for the
opportunity in gaining all this informtion.

As a professional and peer, | amurging the
President's Commi ssion on Excellence in Special Education
to carefully consider their inpact, either intended or
uni nt ended, their recommendati ons m ght have on the rights
and educational outcomes of individuals with |earning
disabilities. Mjor changes in current |aw and/ or
regul ati ons should be only considered after extensive,

t houghtful, and broad | ongitudi nal research and study, as
wel |l as consultation with all stake hol ders.

Anot her step forward is what these
individuals with |earning disabilities deserve, not two
steps backwards. Qur society benefits when students with

speci al needs are taught appropriately.
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Public |l aw 94-142, as you know, attenpted to
ease the cost of providing services for Special Education
students by paying up to 40 percent of the national
average per-pupil cost for educating students overall.
And | would like to point out that the major
responsi bility for ensuring an appropriate education for
students with disabilities lies within the state and | ocal
gover nment s.

However, | do oppose any further flexibility
in the use of IDEA funds until state and |ocal educational
agenci es have shown that the flexibility that they now
have under the State |Inprovenent grants, the renoval of
i ncidental benefit requirenments, and the 20 percent of
i ncreased funding have not | owered the outcones and
results of students with disabilities.

In conclusion, I, as a parent of a |earning-
di sabl ed daughter, private citizen, and educati onal
t herapi st do urge the Commi ssion to recognize that many
i nnovative prograns presented will be well --

Thank you.

MR. COULTER: Thank you, sir.

I rving Lebovics, to be foll owed by Dwan
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Bri dges.

DR. I RVING LEBOVICS: | have copies that wll
be hel pful.

MR. COULTER: Thank you.

DR. LEBOVICS: Good afternoon

And thank you for allowing this public
conmment. My name is Dr. Irving Lebovics, |I'mthe Chairnman
of (unintelligible) of California, a Jewi sh advocacy group
and al so board nenber of the Etta Israel Center in Los
Angel es, which is a community-based institution involving
Speci al Education group homes and teacher training.

| would like to speak for a few noments to
t he uni que problenms that our comunity has experienced
since the |l ast reauthorization of |DEA.

As background, the Orthodox Jew sh conmunity
of Los Angel es has a school system K through 12 of
approxi mately 20 schools and 5500 children. While some
fam | i es have placed Special Ed children in public schools
and MPS prograns, approximtely 250 identified special
needs children attended our private schools and received
sone Speci al Education services under | DEA before the | ast

reaut hori zati on.
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These services ranged from speech OT, all the
way up to assistive technology. These children were LD,
and DD children. Often these children have gone to | ocal
public schools for part of the day to receive these
services. The cost to the public to educate these
children was significantly less than if these children had
gone to full-time public school prograns.

The cost to educate, as you're well aware, of
a special child in a public school can range from $30, 000
and up. The district in Los Angeles is expendi ng
sonewhere in the area of one-fifth of that anmount on nost
of these children.

When | DEA was reaut horized, any individual
entitlement to services for these children enrolled in
private schools was renoved. LA's Unified School District
has, therefore, taken the position that they will no
| onger serve this population. Many parents have since
been forced to renove their children from successf ul
prograns at a cost that were significantly | ess, and
pl aced themin state prograns, which cost the taxpayer
consi derably nore. Some of these children had previously

been in these programs and had failed to progress in those
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Because of the reauthorization of |DEA,

should we restore the individual entitlement to services

for all children, whether enrolled in public, private, or

parochi al schools? It is a nore cost-effective and

educationally-effective way to do it. It worked before;

let's put it back to the way it was.

And, secondly, one other issue under | DEA,

under the new reauthorization, the fornmula for determ ning

t he anmobunt of nobney that goes -- that is used for the
private school population is based on a ratio of private
to public school IEPs. 1In other words, children in the
public school of IEPs versus the private school of |EPs.
Qur parents have realized that, if they
enroll their child in a private school, there are no
servi ces avail able and, therefore, have opted not to go
for 1EPs; there was no reason to do that. Therefore, we
find that we have significantly under-counted under this
formula. And, going back to the old or the way I -- what
| understood used be done, and make the total counts of
total -- summations of total students in public versus

private, or some other child-find nethod that properly
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identifies the children, even though we brought, on
occasion -- these children, we brought lists to the
district, it still hasn't hel ped.

Sonme ot her formula which would equitably give
t hat proportion of federal funds to the private school
student would be in order.

MR. COULTER: Thank you, sir.

Dwan Bridges, to be followed by Vicki Gordon

MS. DWAN BRI DGES: Good afternoon

| " m Dwan Bri dges, Associate Professor at
California State University Los Angel es at the Depart nment
of Kinesiology and Nutritional Science. There, | am
Program Coordi nat or for the Adapted Physical Education
program In addition, | represent a professional
organi zation which is The Sout hwest District Alliance for
Heal t h, Physical Education and Recreation and Dance. The
pl aces that are inpacted by this particular organization
are California, Arizona, New Mexico, Nevada, Utah, and
Hawaii. In this organization, | amthe Vice President for
Adapt ed Physical Education.

I would like to express ny sincere thanks to

t he Comm ssion for this opportunity to be able to share ny
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comments regarding the inpact of finance for our Speci al
Educati on progranm ng and for recomrendati ons of the
reaut hori zati on of | DEA.

As a pre-service program provider for a

di scipline that transcends all disabilities, | pose a
gquestion: |If you should be in the room where you are
asked to identify your greatest personal assets, | have no

doubt in nmy mnd that health and well ness would rank the
hi ghest. There is only one discipline in the arena of
Speci al Education that is devoted entirely to the health
and wel | -being of persons with disabilities; and this is
adapt ed physical educati on.

Federal |egislation has consistently inpacted
physi cal education services; just |ook at the |aws, the
Education of All Children's Act and also IDEA. Wthin
those laws, the definition identifies physical education
as a direct service curriculumto be provided to al
persons with disabilities.

On behal f of ny professional organizations, |
woul d like to nmake the foll owi ng recommendations: To
ensure the continuance of adapted physical education in

the laws; to ensure that SAFE and LEAs (phonetic)
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i npl ement the spirit of the federal |egislation; and that
rel ated services such as occupational therapy and physical
t herapy are not used as substitutes for adapted physical
education; to ensure enpowernent of the | EP and mandate
that there will be a requirenent for APE placed on that
form because, often, the adapted physical educator who is
providing that direct service has to | ook at placing their
name on the line that says, "Other"; to ensure that a
desi gnat ed percentage of personnel preparation grants are
al |l ocated for personnel training.

Thank you.

MR. COULTER: Thank you.

Vi cki Gordon, followed by Fred Shaw.

MS. VICKI |. GORDON: Good afternoon.

My nanme is Vicki Gordon and | hold a nasters
degree in education from Tenple University. | ama forner
Speci al Education teacher, having worked in the field for
nearly 20 years.

| have found the majority of mnmy students to
be without basic academ c skills. For exanple, during ny
initial assessnment of ny |ast group of students, |

di scovered that six out of 13 had never fully nastered
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saying and witing the al phabet. These sixth-graders had
arrived with test results placing themas first- and
second-grade readers. None even knew t he al phabet song, a
basic in teaching children.

Wthin a few hours, they were able to naster
t he song, which started themon the road to literacy.
Only a small handful, over the years, have arrived in ny
classroomwith the ability to give the sounds associ at ed
with the 26 letters of the al phabet.

By putting in basic acadenm cs, children who
were never able to |l earn or advance academ cally,
especially as readers, were now able to learn. | found
countl ess students over the years that thought they were
stupid and that sonmething was wong with their brain and
that they could not learn. This is false.

Often, | found parents, who were told by
nmental health professionals that there was sonething
organically or biologically wong with their child, yet
never having seen any tests or nedical evidence to
substantiate this.

Once these children were given the basic

tools, it was amazing to see not only their self-respect
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return but also their confidence in their ability to learn
rest or ed.

| have had parents break down in tears once
t hey found that there was an academ c reason for their
child's failure to | earn as opposed to a | abel which
i nsi nuated no solution and sone type of malfunction or
deficit on the part of the child.

When | first started teachi ng Speci al
Education classes with the L.A. Unified School District in
1991, there were about four to five Special Education
classes. When | left, in 2001, there were some 20
classes. O these, only one was for children with
nmedi cal | y- est abl i shed physical disabilities; the remining
19 classes were all children with subjective psychol ogi ca
or psychiatric diagnhoses.

| fully support President Bush's Leave No
Child Behind Act as it pronotes the achi evement of true
literacy for all children, sonething that is desperately
l acking in our current educational system The mpjority
of children with whom | have worked shoul d never have been
cat egori zed as Speci al Education students. It was a

di sservice to these students to fail to ensure that they
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had mastered basic academ c skills which subsequently
deprived them of the fundamental right to a proper
educati on.

| ask this board to consider these facts in
reform ng Special Education so that this disservice to our
chil dren does not continue and that Special Education be
restored to its original purpose, to provide equal
educati on under the law for children with provabl e
physi cal disabilities, not to |label children with, quote,
"disabilities" that are, in fact, a result of a failed
educati onal system

Thank you.

MR. COULTER: Thank you.

Fred Shaw, to be foll owed by Judy MKinley.

REV. FRED SHAW JR: Hello; I'm Reverend Fred
Shaw, Junior. | ama former Los Angeles County Sheriff
Deputy. | am presently co-founder and president of the
World Literacy Crusade and Basic Life Institute which
educate children and, at the sane tine, deal with troubled
youth in our conmunity.

I, personally, want to talk a little bit

about the juice of the systemw th Special Education. |
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have personally wi tnessed the damage done to minority
students with psychiatric | abels and drugs, especially
where it was |ater discovered they had no educati onal
basis and the children sinply could not read or study.
This is especially the case with Black children who are
normal |y over-represented in the Special Educational
system

The National Research Council issued a report
on race in Special Education earlier this nmonth, reporting
that Black children are two to three tinmes as likely as
whites to be | abeled nentally retarded which nmeans, they
are not only assigned to Special Education classes but,
al so, very often never nmake it back to regular cl asses.

Over half of the five mllion African-
Ameri can public school students are in Special Education
prograns where psychiatrists and school psychol ogi sts have
sentenced at | east 38 percent of themto the category of
educationally nmentally retarded. More than 18 percent
have been di agnosed as seriously enotionally disturbed.
In our program we have not found children who are
enotional |y disturbed, even though they cane to us with

t hose | abel s.

331



10

11

12

13

14

15

16

17

18

19

20

21

22

332

Many of our children diagnosed as such have
m nd-al tering drugs adm nistered to them which do nothing
to address their educational problenms but actually mask
them These children in the Special Education classes for
readi ng probl enms shoul d be addressed with standard
academ cs and readi ng progranms, not subjected to
psychol ogi cal | abels and drugs. These |abels stignmatize
themfor life.

As a manager of a group hone, | find it
appalling that children are | abeled attention deficit
di sordered or | earning disordered when, time and tine
again, | find they have no lack of attention or any
di sorder.

We had a young man cone to our group home who
was given the | abel of attention deficit disorder and,
when | did basic questioning of this young man -- and |
asked questions like, how |long have you talked to a girl
on the phone?, how | ong have you play a N ntendo gane? --
we found that this kid had talked to girls at least two to
three hours or sonmetines five hours, and he played
Ni nt endo about eight hours. So he could pay attention to

anything that he was interested in.
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So | just want to say that we're asking that,
for the children's sake, that we don't give themthese
| abel s, we don't adm nister them these drugs, and we apply
t he proper educational study technol ogy and teach them
properly their ABCs, how to do math, and things |like that.

Thank you very much.

MR. COULTER: Thank you, reverend.

Judy McKinley, to be followed by Loeb Aronin.

MS. JUDY McKINLEY: Good afternoon.

My nane is Judy McKinley; |I've been an active
menmber and vol unteer of a state advocacy organi zation for
over 25 years. | am a Special Education instructional
assistant in a first-grade inclusion class.

| DEA and California Special Ed | aws do not
need fixing. Yeah, there may be sone problens but they
really are okay.

| strongly urge the President's Comm ssion on
Speci al Education to recomend that | DEA be fully funded
at the 40-percent level. | believe that the California
Depart nent of Education and | ocal education agencies mnust
be hel d accountable for every Special Education doll ar

t hey receive.
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Students with LD are being denied the
opportunity to nmeet high performance standards because
school districts are not providing themwith quality
i ntensive instruction, acconmodations, assistive
t echnol ogy, and appropriate progranms necessary for themto
succeed. Students who are nentally retarded, severely
enotional |y disturbed, autistic, or who have ot her
disabilities are being inproperly placed in |earning
di sability progranms. None of the students are being
provi ded an appropriate education.

California is suffering froma severe | ack of
credential ed teachers. Special Education credentials in
California are not disability-specific; they are "mld to
noderate" and "nopderate to severe.” Quality assessnents
are the key to children with |earning disabilities and
ADHD recei ving an appropriate educati on.

Runors say that teacher assessnments are being
considered as an alternative to assessnments performed by
qual i fied school and clinical psychol ogists. Some seemto
believe that providing quality reading instruction to
young children will greatly reduce the nunmber of students

being identified as LD. LD includes a nunmber of | earning
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di sorders that last a lifetime and they don't go away.

The Los Angeles Unified School District |aw
suit that led to the Shanda Smith (phonetic) consent
decree was intended to secure rights for an LD teenager
from South Central Los Angeles. It has becone a vehicle
for the inclusionist nmovenent to dismantle the full
conti nuum of services in L.A USD. Inclusion for
inclusion's sake is an absurd waste of Special Education
dol | ars.

The cost of non-public schools is an issue.
If public schools refuse to provide a full continuum of
appropriate quality services, parents have no other choice
but to seek NPS placenent. And estimted 80 percent of
i ncarcerated youth and adults are reported to be LD, ADHD,
or have other related disorders. It is nmuch |ess
expensive to neet student's needs in the K-12 systemthan
it is to pay for the failure of schools later.

Chil dren are not being placed in Speci al
Education so that school districts can get nore noney.
Parents of children with LD have to fight to get children
identified and placed in appropriate educational settings.

MR. COULTER: Thank you.
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Loeb Aronin, to be followed by Kinberly
Br andt .

MR. LOEB ARONI N: Thank you.

" m Loeb Aronin; |'m past-chair of the State
Advi sory Comm ssion, in California, on Special Education,
al so past-chair of the Special Education Committee in the
California Association of School Psychol ogists.

One maj or goal of the State Advisory
Conm ssi on on Special Education is to ensure that the
needs and rights of students receiving Special Education
services are carefully considered when individuals and
groups neke decisions on significant issues that inpact
children with special needs.

To give you an idea of the size of the
prograns in California, California' s Special Education
programis greater in size than the entire educati onal
programin 21 states; between Decenber 1st, 1991 and
Decenber 1st, 1996, the Special Educati on program
population in California grew by 94,000 students; that's
the growth greater than the entire Special Education
prograns in 30 states; there are nore than 600, 000 Speci al

Education pupils currently being served in California
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today. So we have great concern about what is happening

wi t h | DEA.
We |isted a whol e series of issues -- and you
have it in witing -- and sone of our concerns about | DEA

in terns of reauthorization. First is adequate funding;
renewed staff developnment | think is extrenmely inportant;
and in-service training -- we haven't had a mmj or program
in depth for a considerable period of tine; state and
district conpliance with Special Education | aws;
recruitment and retention of qualified teachers -- and |
won't go down the rest of that |ist.

As you can see, the California Comm ssion has

identified many inportant issues. However, | need to
stress that, above all, the issue before California, and
the nation, is one of fiscal support. Because raising the

i ssue of nmoney is so conmon an issue, it becones kind of a
clich that is easily dism ssed as, "we just can't throw
noney at the problenms.” The Comm ssion has argued that we
sinply cannot afford to succunb to such sinplistic
t hi nki ng.

The truth of the fact is that the federal

comm tment to Special Education is causing sone of the
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problens we are facing today. W went and | ooked at sone
of the training institutions, we |ooked at a nunber of
things going on in the classroon class size has expl oded
because of the fact that people are trying to save noney
so they're putting nore youngsters in the prograns.

We've had hearings on that, we've had
heari ngs which included having people com ng from vari ous
support organi zati ons, speech and | anguage, psychol ogi cal
services, and they just can't get the job done in terns of
what's being asked of them So the recruitnent of
personnel is inportant.

There needs to be | aws which allow the kinds
of training for Special Education personnel, other than
teachers, to get loan forgiveness. W have those |aws on
t he books now for teachers; if we want to encourage nore
specialty people to go into Special Education and serve
them we need | oan forgiveness prograns in that area.

In closing, the Comm ssion inmplores you to
see the forest for the trees, no mnor fine tuning wll
change the underlying problens in Special Education; it's
under - funded and, until such time as we commit necessary

dollars, states will continue to absorb incredi ble costs
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in assisting these children before they becone adults.

Thank you.

MR. COULTER: Thank you.

Ki mberly Brandt, to be foll owed by Jacqueline
Shohet .

MS. KIMBERLY BRANDT: Thank you very nuch
for this opportunity. M name is Kinberly Brandt; | cone
to you not as a professional but as a parent of three
children in Special Ed.

| have gone through the basic process, al
the way up to, now, due process. |It's not the route |
woul d have enjoyed going. M main concern for children
and for other parents that were not able to attend today
is that we have a quality education. | want ny children
to learn to be as independent as possible and | want them
to be able to go out there and fill out that job
application, and to be able to hold a job.

If they cannot read, if they cannot wite, if
t hey cannot fill out a job application, it's going to cost
t he governnent even nore noney because then you're going
to be supporting them on unenpl oyment and ot her soci al

servi ces.
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My kids will prosper in engineering; they
have a very high intelligence. But they do not work well
with the type of education they are being given; they have
audi tory and visual processing problems. And everything
that is given to themis verbal; they cannot survive in
the systemthey are in right now. And teacher says,
“"Well, you don't do the work. You can't do it, you can't
keep up with the class; you just don't do it." What
happens next year when the child goes in the next grade,
and on and on?

And | have one that's in early devel opnental .
Now t he school didn't offer that, the state came down and
told us about it and told us about Regional Center. W
had no problenms. Qur three-year-old has received
wonder ful prograns through, not the school district, but
t hrough early devel opnental that has been provided by the
Literman (phonetic) Act.

Now, | don't understand why the districts
cannot perform at the sane level; they're receiving the
sane type of funding, the same type of noney. But it's
not happening. The IEP, | |oved what the gentl eman said,

let's put a federal format; it would be wonderful. The
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formis confusing to parents. And it doesn't show the
progr ess.

They tell me the progress that needs to be
done, the goals that need to be done and then I find out,
fromthe teacher that wasn't at the neeting, that's got
the responsibility, this child isn't even able to perform
t hose goal s because they don't have that devel opnent al
level. And I'mjust baffled. Wiy do these people put
this goal down when the child wasn't even able to do it?

So I'"'mglad that your commttee is here; |
hope you have a chance to really take in what these fol ks
sai d because what they said is truly happening. And I
think that, if some of their suggestions are foll owed,
this systemw ||l inprove and you will |eave no child
behi nd.

Thank you very much.

MR. COULTER: Thank you very rmuch.

Jacquel i ne Shohet, to be followed by Barbara
Thomas.

DR. JACQUELI NE SHOHET: Good afternoon.

My nanme is Jacqueline Shohet and | have a

doctorate in psychology. |'ve worked 40 years as a
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psychol ogi st in schools and now in i ndependent practice
wi t h handi capped persons and their fanmlies.

| offer the foll ow ng suggestions for saving
t axpayer noney. First of all, train Special Education to
under st and and use appropriate teaching nethods based upon
contenporary research those recomrended by organi zati ons
such as CASP, the California Association for School
Psychol ogi sts, NAESP, and the American Psychol ogi cal
Associ ation, International Dyslexia Association, Mrine
Disabilities, and Linda Mbod Bell and other nulti-sensory
organi zations that specialize in teaching;

Apprai se the cost to society of a flood of
peopl e who cannot read, wite, or conmpute and who enter
wel fare, honel essness and the justice system According
to research, California has nmore individuals incarcerated
than any country in the world. This was given out at a
conference I went to where Judge MIIliken (phonetic) from
San Di ego nmentioned this particular statistic;

Three, teaching the handi capped to read,
write, and conpute is not the basis for Special Education
costs. Major costs are related to the law and to the

probl ens that the parents have when they seek services
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fromthe schools and when they encounter educator
i gnorance in depriving the children of the opportunities
to learn. The schools use taxpayer funds to fight the
parents seeking teaching for their children.

Parents must use their own noney to defend
their children's rights to a free public education but
their taxes provide funds for the schools to hire
attorneys, often at $350 to $400 an hour, to fight the
parents who woul dn't have even -- wouldn't it be cheaper
to train teachers and provide snmaller classes and provide
appropriate materials for the young people?

The reason for | EPs, paperwork, and nmany
di scipline problenms is that the Special Education prograns
are inadequate to serve the children. Schools defensively
bl ock requests for services that the children need to
learn. A blind child that | worked with, who had been
deni ed appropri ate education teaching for 11 years,
finally sought a FARE hearing. The school hired two
attorneys to oppose me and to block the student's access
to Braille instruction and conputer training. | have the
docunmentation for this case in ny garage. The case

continues on for an eight-nmonth peri od.
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It isn't education that costs, it's
i gnor ance.

Thank you.

MR. COULTER: Ms. Shohet, thank you very
much.

Bar bara Thomas, to be foll owed by Brett
McFadden.

MS. BARBARA THOMAS: MW nane is Barbara
Thomas and |'m here representing Fresno County Board of
Education. When | retired fromny job, I ran for School
Board so they wanted ne to come and present.

For the past two and a half years, |'ve been
wor ki ng as a consultant for the California's Fiscal Crisis
and Managenent Assistance Teant |'ve been in about 12
di fferent school districts and this technical team was put
in place when Ri chnond went bankrupt.

Most of the fiscal managenent that we | ook
at, at this point, is managenent, not crisis, about 85
percent. But, when a school district feels their Speci al
Education is out of control, they may ask for a fiscal
crisis managenent teamto cone in. So sone of ny remarks

will be based on that experience fromthese 12 studies
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that we've done.

And | just want to give you a couple of, sort
of generic, recomendations that we make when we go in
because it doesn't -- we usually find it hasn't happened.
And one of themis that the Special Ed Director should
neet with the Finance Director on a regular basis -- |
t hought you would |i ke that one.

The second issue is that, a good assessment
is cost-effective. W go in and find these districts sort
of giving away the store and we say that -- do an
assessnent for need and then devel op an intervention that
goes with it.

And the last thing -- and none of this is
related to what |1've witten but these are remarks that |
wanted to say based on what |'ve heard today -- early
intervention, | think it's a great thing but it should not
be Special Ed early intervention. W shouldn't have an
entitlenment, it should be for your ESEA, Title 1, special
types of kids. Do the early intervention but don't tie it
down to all the regulations we have with Special Ed. So
put it outside of Special Ed.

There are two reasons why costs have
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increased; one is that we're serving nore severe children.
And I'll give you the statistics from California. W're
serving nore autistic, seven tines nore than in 1992,
today. OQur TBI kids, five and a half times, and our
enotionally disturbed, twice as many. And |'ve listed for
you the mandates that we've had w thout any specific
funding tied to those mandat es.

| think that the federal governnment, when
t hey add these nmandates, should give us noney to go with
it.

Thank you.

MR. COULTER: Thank you, Barbara.

Brett M Fadden, to be followed by Vivian
Lura.

MR. BRETT McFadden: Good afternoon.

My nane is Brett MFadden; ny day job is with
the Association of California School Adm nistrators; but
today |'m actually testifying on behalf of eight different
stat ewi de groups, ranging in the spectrum from Speci al
Educati on Teachers all the way to County Superintendents
and District Superintendents. Also included in that are

school psychol ogi sts, speech and hearing representatives,
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and ot her groups throughout the state.

And, as you can imagine, trying to put eight
di fferent statew de groups on the sane page is an endeavor
I never want to go through again. But we do have a
handout there that does provide sone issues and sone
hi ndsi ght into kind of what we view as the top issues, not
only in the reauthorization process, but in the

exam nation of the issues you're currently |ooking at.

First, let nme pause, though; | don't think
anyone today has said "thank you" to -- | know |I've worked
with many of you throughout the years, | know that you

have private jobs and famlies and so | appreciate all the
work you're doing and the time that you're taking to do
this, very much; and |I think | probably speak on behal f of
everyone here in the room as well. So thank you very
much; | appreciate being here.

MR. COULTER: We orchestrated that.

MR. McFADDEN: | will talk on three issues
and you can see on the letter how that funding continues
to be a top issue. | know there is a considerabl e anmount
of dialog today regardi ng whether it's mandatory, whether

it's an entitlement, what is exactly 40 percent. Well, we
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say that -- we urge the Conm ssion to | ook at the funding
issue froma whole |ist of perspectives.

Second, FAPE; what is FAPE? 1Is it a nedical
nodel, is it an education nodel? What we've noticed
lately, in the last ten years for instance, is there's
been significant nedical advances and so that children
that, ten years ago, would not initially cone into the
school setting in the general ed setting are now able to
do that because of nedical technology. That is certainly
a good thing.

However, | DEA now, perhaps, is funding
nmedi cal services as opposed to educational services. And,
as long as the definition of FAPE continues to be
broadened, that, of course, drives a |ot of the cost.

Finally, over-proceduralization is what we're
calling this issue; and that, basically, is a | ot of
paperwork. We feel that the process now is focused nore
on process as opposed to outcones. W believe that
greater flexibility and alternative nodes are probably the
better way to go.

Finally, our eight associations stand ready

to assist you with any sort of information, data, or any
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sort of additional assistance that you may need as you go
t hrough this process.

Thank you very much.

MR. COULTER: Thank you.

Vivian Lura, to be followed by Sally Shake.

MS. VIVI AN LURA: Good afternoon

I "' m here speaking for Gakland Unified School
District, one of the big eight in the State of California.

Currently, our Special Education costs are

encroaching $15 mllion into our general purpose fund. W
are now trying to nake, literally, today, tonorrow, next
week, the next Board neeting, $15 mllion in cuts to our

general purpose budget. That neans a | ack and a cut of
prograns.

You spoke earlier briefly about, should we
use the full federal funding at 40 percent. Qakland's
share woul d be over $14 mllion; that's why |I'm here
today. My Board and Superintendent think that's inportant
for you to hear

Things that | need fromyou, as a SELPA
(phonetic) director, things that are currently being

defined in courts and hearing offices which literally give
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me no control. | need a better definition of
"disabilities", specifically SLD, other health inpaired,
and autism

Wthin the last five years, we have incl uded
ABD, ABHD, autism spectrum di sorder and, in QGakland, we're
currently on our third generation now of drug-exposed,
neur ol ogi cal | y-danaged chil dren whose grandparents were
the first generation, whose parents were the second and
who are literally destroying many cl assroons.

| want to support the need for a better
definition of FAPE in terns of what is appropriate.

And, three, rather than early intervention --
you know, your own U.S. Departnment of Ed statistics shows
that the greatest nunber of referrals for Special Ed in
the last 10 years are for kids 12 to 17. W' ve had early
reading initiatives and progranms and training in
California for the past five years. M referrals in
el ementary schools are down significantly; |'ve closed
three to five Special day classes every year for the past
three years. However, what | have instead are kids 12,
14, 16, being identified as autistic. Your suspension and

expul sion rules have resulted in many | ast-m nute
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referrals to block or delay discipline procedures. Once
in Special Ed via the juvenile system they are |abeled ED
and needi ng NPS pl acenment, and we have the California high
school exit exam which now means that the kids are getting
-- being referred to get acconmmodati ons for passing the
test.

You've said -- quickly, the last three points
-- that you don't know what you're spendi ng your noney on.
You' re spendi ng your noney on staff devel opnent, you're
spendi ng your noney on prograns, and conpliance. And I
think you need to look at -- instead of having everyone do
all three of those areas, |ook at block grants, one
conpliance to the district -- | mean, conpliance, give
back the state direction, let themstreanmine it; the
prograns to the districts; and see teacher and parent
training to the universities.

Thank you.

MR. COULTER: Thank you.

Sally Shake, to be foll owed by Bennett Ross.

MS. SALLY SHAKE: Thank you very nuch.

My nane is Sally Shake; |'m president of

Educati on Legislative Services. W are a federal
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| egi sl ative advocacy firmthat works with a number of
California public school districts, especially those with
a number of high-needs ki ds.

| guess | would |like to support what nost of
the California | ocal educators have nmentioned. But |
woul d i ke to enphasize what Dr. Parrish and Paul
Gol df i nger tal ked about in terns of bal ancing neeting the
needs of all California children because, in California,
we have increasing child poverty and that child poverty
rate i s high.

We have high nunbers of English-I|earners; we
have a wi deni ng gap between the poor and the wealthy
despite an average per capita incone that is on the higher
rat her than the | ower side. W have nmobility of kids and
we have high costs, as a state, whether that's for pencils
or computers or services. And what the job of | ocal
school districts is, is to balance all of those needs.

Second, | would like to comment about what
you prom se needs to be realistically, reasonably,
delivered. And | would urge you not to prom se what you
do not sincerely believe can be delivered, and delivery on

the prom ses that you nmake because where a | ot of the 40-
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mandat ory funding, that has come froma disjuncture
bet ween what was perceived, at |least, to have been a
prom se made by the federal governnent in terns of funding
to local school districts and what has actually been
provi ded.

And so, in the name of credibility and
support for local school districts, |I think the
requi renments and the perspectives that you adopt need to
be realistic, reasonable, and made with integrity.

|'d also like to urge you to |ook at the data
el ements. Because this would be the year to | ook at data
since the No Child Left Behind Act has certain data
requirenents, it would nake sense to have these nesh
together. |'d also like you to | ook at 504 because Troy
menti oned before that it hadn't been a di scussion here.
When school districts do not have transportation systens
in place, 504 transportation costs are an issue.

And, finally, I would like you to see how you
can nmerge the ESEA requirenments with the | DEA so we have a
nore unified system and that can be done in nmany different

ways but | think it's inmportant because, in the Title 1
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desegregated data but it does not specify 504 children.

And there are a nunber of those disjunctures
that exist and I think that you could work to put together
a conmprehensive systemthat is cohesive and works together
for all kids.

Thanks.

MR. COULTER: Thank you very rmuch.

Bennett Ross, to be followed by Bob Hoffman.

UNI DENTI FI ED AUDI ENCE MEMBER: Let sonebody
el se take mne; 1'Il go at the end.

DR. BENNETT ROSS: Hi, |'m Bennett Ross; |'m
t he Executive Director of the Frostig Center. W are a
non- public school here in Los Angeles. And | don't have
any prepared comrents but |'ve never passed an opportunity
to speak ny m nd.

There is a comment about what woul d happen to
these kids if there were not federal safeguards. W are
an NPS program we see the kids who have failed in the
public schools and the parents have gone through a very
difficult, adversarial process with the schools.

So | think our past history in this field of

354
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Speci al Education and my history at the Frostig Center
shows nme that, if there were not federal safeguards, we
woul d not be serving 80 percent of the kids, we'd be
serving 30 or 40 percent of the kids, that the kids would
just not get served. So | think there needs to be sonme
ki nd of very careful federal safeguards.

However, |'m also around for a lot of I|EPs
and, at the point that we have -- we are involved with
| EPs, they are clearly an adversarial process between the
district, who is concerned about costs, and the parent who
is concerned about dreams. And | think both of them are
unrealistic. The parents want to get whatever they
possi bly can; the district wants to give as little they
possi bly can.

So I don't see the ampunt of tine that we
spend on | EPs as being a useful expenditure of our tine;
and |'ve heard fromthe attorney who represented L. A.
Unified in the Shanda Smith |aw suit that L. A Unified
spends about 50 cents out of every dollar on identifying
and tracking kids through the I EP process and 50 cents of
every dollar serving them | think sonmething needs to be

done there.
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And | think accountability is a wonderf ul
thing but I think we need to be very careful when we talk
about accountability. For the kids with |earning
disabilities, you want to |l ook at outcones, you want to
| ook at how these kids are doing; but you don't want to
really be | ooking at whether or not they are passing the
hi gh school exit exam you want to | ook at whether or not
they are functioning as adults in the community. You want
to ook at what are the attributes that predict success
that lead to that.

And so | think we need to be very careful
when we set up guidelines and accountability standards
t hat those standards are in keeping with what it is that
we really want to achieve.

Since |'ve got another mnute, let ne think
of something else to say.

Sufficient funding and early intervention,
t hose are ny two key points; so thank you for your tine.

MR. COULTER: Thank you, sir.

John Lucas, to be foll owed by Doreen Lohnes.

MR. JOHN LUCAS: Good afternoon.

My nane is Jack Lucas and |I'm a Speci al

356
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Education | ocal plan area director here in California and
representing 116 of my counterparts.

In the State of California, we serve over
650, 000 kids in Special Education. To put it in
perspective, that's about six tinmes the nunmber of kids in
Washi ngt on, about 30 times the nunber of kids in Mntana.

In 1998, in this state, we put into place a
new fundi ng system for Special Education. 1It's a
popul ati on- based system there is no |onger a financial
incentive to identify students for nonetary purposes. W
feel that if, in fact, we had over-identification probl ens
in the past, those probl ems have been sol ved.

In spite of that, we still continue to see
significantly growi ng Special Education costs and | would
fully support what M. Johnson said about what's happening
in Montana, to a nmagnitude of about 30, in terns of what
is contributing to that.

| think the nost significant contributing
factor to Special Ed costs increases is the |lack of the
definition on what is an appropriate |evel of service.
The IDEA calls for free, appropriate public education but

there is no definition on what "appropriate" is.
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What happens, and what has been happeni ng
today while we've been speaking here, is that parents come
to I EP nmeetings wanting the best program for their child;
that's what they're supposed to do. They are not doing
anyt hing wong. School staff comes to the | EP neeting
knowi ng that they have a finite nunber of dollars in which
to provide those services. And | can guarantee you that
the parents' idea of what "appropriate” should be and the
school staff's idea of what "appropriate"” should be is a
total m smatch.

And, again, it's not the fault of parents;
they're doi ng what they're supposed to do, they are
advocating for their children. But they're being left in
the m ddl e because there is no definition or standard. |
really believe that there are needs, in terns of reform
for Special Ed, are reforns related to the I DEA. W need

to develop what is a standard | evel of service for Special

Ed students. That's easy to say; it is not, at all, easy
to do.
It was also said earlier -- the question was

asked earlier, what should the federal role be for Speci al
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Educati on and Speci al Education funding? | think it
shoul d be directly proportional to what the federal
governnment requires in ternms of service requirenment. |If
the federal definition continues to be totally open-ended,
then | think it's not unreasonable to say that we shoul d
be able to expect 40 percent of the average per-pupi
expenditure in order to fund that totally open-ended
service delivery system
If we're going to provide a standard, then
maybe we can | ook at sonething less than that. O, if the
federal governnment is not willing to provide a standard,
then maybe it's time to let the states, where 85 to 90
percent of the nmoney is comng from be able to set those
standards and | eave the nmmjor requirenents at the federal
| evel and then allow us to build in the details locally.
One final thing, in terns of Section 504,
whi ch was nentioned just before the break, | would
di sagree that we would still have 80 percent of the cost;
I think it would be sonething |ess than 50 percent. And,
as someone who has worked in Special Ed over 28 years, if
| could today, | would prefer to go under the 504

st andar d.
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MR. COULTER: Thank you, John

Doreen, followed by Alnita Dunn.

MS. DOREEN LOHMES: Good afternoon and thank
you so rmuch for the opportunity.

My nane is Doreen Lohnes, | amthe Associate
Superintendent for Capistrano Unified School District and
a former Special Education teacher and a speech
pat hol ogi st .

Now Capi strano is that place where the
swal | ows come back. Well, the people are now follow ng
the swall ows and, as a result of that, we are the el eventh
| argest school district in California. And, as our
experience has shown in paying $242,000 for one student
only, |IDEA has mandated a full array of services with very
realistically linmted budgets that we all have.

Qur fiscal experience mrrors, very much,
that of M. Johnson for Bozeman School District. OQur
| ocal contribution, in 1994-95, was $3 mllion, which was
ni ne percent of our expenditures. |In 0001 (sic), it's
15.6 mllion, and it's 37 percent of our expenditures.

At the sane tine, our enrollnment in Special

Educati on has just gone from ei ght percent of our total
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enrol Il ment to about nine percent. And what I'mtelling
you is mrrored by the other people; our expenses for our
sever el y- handi capped youngsters and our autism popul ati on
has grown from about 1.3 percent of our Special Education
enrol l ment to about 4.9 percent of our Special Education
enrol | ment.

And | have to tell you, we are very proud of
the prograns that we're offering for our autistic
children. But, for our autistic children, in order to
neet the standards that are being set by the hearing
offices, in terms of what is appropriate in California, we
are paying for 1.5 percent of our total enrollnent, 18
percent of our expenditures, for our 64 young autistic
chi |l dren.

Okay. As a result of this shortfall, we are
facing, in our school district now, as other school
districts in California are, a $6 mllion shortfall and
our Board is |ooking at cutting -- at increasing the class
sizes and cutting the nunmber of instructional periods for
hi gh school students. This is not good.

| echo what other people have said about

defining "appropriate.”™ W have a 15-day-old hearing
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deci sion in a neighboring school district; the hearing
of ficer ordered a $105, 000 program 40 hours hone-based,
for a young pre-school autistic child. The school
district had offered a 30-hour school -based program
sim | ar speech therapy hours, but with their own peopl e,
served at school. And this was a 16-day hearing and it
cost $60,000 in attorneys' fees. Let's define
“appropriate.”

Row ey had not been manifested with the
hearing officer's decisions; Rowmey said what is
reasonabl e rul es.

Thank you.

MR. COULTER: Thank you.

Alnita Dunn to be foll owed by Bruce W seman.

MS. ALNITA DUNN. M nanme is Alnita Dunn; |I'm

a coordi nator of psychol ogical services in the Los Angel es

Uni fied School District. 1, nyself, ama schoo
psychol ogi st and have worked as one for 20 years.

" mthinking in support of maintaining

qgual i fi ed school psychol ogists as an integral component of

school teams. As you are aware, school psychol ogists

provi de mental health services and conduct nental health
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prograns in schools. They actually are a special |ink
bet ween provi ding services, not only to Special Education
students, but to regul ar education students and, by far,

t he best funding that you have spent have been spent on

t hese personnel, those school psychol ogists who work in
the schools with parents, with the teachers, and wth

ot her school personnel in order to nate nental health
services with inproving acadeni cs.

What do we do? We provide Special Education
consultation, we provide consultation in pre-referral and
referral situations. School psychologists go into the
classroom and work with teachers to give them strategies
and instruction on inmproving services to students so that
they will not be referred. They nonitor the progress of
students who are in Special Education programs, and who
are in regular education progranms, so that they can
achi eve their maxi nmum potenti al s.

They broker with outside agencies for nmental
health services and also tutorial services. They conduct
and supervi se professional devel opnent prograns, worKking
with parents in order to increase their skills and in

order to mnim ze some of the apprehension that parents
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to be kind of intimdating for sone parents.

We are al so data-gathering individuals so
t hat, when we nmake deci sions, they are data-based
decisions. W partner with universities and, in the Los
Angel es Unified School Districts, we have partnered with
three to 10 universities in hiring their interns and in
conducting pilot prograns which are ai med towards
i ncreasing i nproved nmental health anong students, as well
as in increasing their achi evenent.

As | said before, you get the best bang for
your buck when you mmintain the nunmber and percentage of
qual i fi ed school psychol ogi sts.

MR. COULTER: Thank you.

| want to pause for just a noment; we've got
to make a little shift here. Good flying, fell ows.

Okay, Bruce W seman?

MR. BRUCE W SEMAN: My nane is Bruce W seman;
| amthe U S. President of the Citizens Conm ssion on
Human Ri ghts and the former Chairman of the Departnment of
Hi story of John F. Kennedy University.

Whi | e many speak of the need for nore federal

364
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funding to handl e the probl ems of Special Education, and
for Congress to keep its promse to fund 40 percent of the
costs of Special Education -- costs which now run at an
estimated $50 billion a year -- there are two inportant
points to be made in response to these demands.

First, Part B of |IDEA permts a maxi num
federal expenditure of up to 40 percent. While 40 percent
may have been a goal, there is no exiting Congressional
mandat e to provide 40 percent of Special Education
f undi ng.

A nore inportant point, however, if
addressed, would hel p solve the soaring costs at both
state and federal levels. That point is the critical need
to provide an objective, scientifically-based definition
of "disability."

When Congress passed the original Special
Education law, its primary purpose was to provide a free
and appropriate education for children with hearing,
sight, speech, and other physical handi caps.

Over the ensuing 27 years, the fundi ng has
been funnel ed, instead, to children with | earning

di sorders so subjective in scope that children who fidget,
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butt into line, or interrupt their teachers are |abel ed
with psychiatric learning and attention disorders and, in
nost cases, prescribed cocaine-like, mnd-altering drugs.

Of the 5.5 million children categorized under |DEA, 3.2

mllion have been placed due these scientifically unproven
| earning disabilities, costing an estimated $28 billion a
year.

These di sorders have been used to threaten
parents that, unless their children take a psychiatric
drug as a requisite to remaining in class, the child wll
be refused schooling and parents crimnally charged.

The definition of "learning disabled" is so
anbi guous that researchers at the University of M chigan
found that 85 percent of students they tested, who had
previously been identified as normal, would have been
classified as | earning disabled. The results of this one
flawed aspect of the |law, the subjectivity of who is
cl assed as disabled, has resulted in nmore than 60 percent
of Special Ed fundi ng being channel ed away fromthe
children who really need it, the physically handi capped.

Fix this one aspect of the |aw, nandate that

Special Ed funds go to children who have objectively-
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verified physical disabilities and we will not be
needl essly | abeling and drugging mllions of Anerican
school children, and the funding of Special Education wil
become quite manageabl e.

Thank you, gentlemen, for this opportunity to
address you.

MR. COULTER: Thank you.

Robert Lee Griego, to be followed by Deb
Zi egl er.

Robert Lee Gi ego?

MR. ROBERT LEE GRIEGO  Yes.

MR. COULTER: Thank you.

MR. GRIEGO. Good eveni ng, gentlenen.

My nane is Robert Griego; nmy son -- his nane
is Bryant, who is now 11 years old. Wen Bryant was four
years old, he attended pre-school Della Pheta Head Street
St ates Pre-school (phonetic) in Los Angel es.

When ny son was there, we never had any
conplaints fromany of the teachers regarding his
behavi or; he behaved |ike any other child his age. \When
my son was six years old, he started to attend school to

do his first grade; this was the Stone El ementary Schoo
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In Culver City, California. After starting there, his
not her was called in for an interview with the teacher who
told her nmy son was very hyperactive, he didn't focus his
attention in class, and he fooled a lot with the other
kids in class and that he didn't pay attention to her.
She was also told that nmy son woul d probably need sone
sort of nedicine and Special Education so that can change
and that the nedicine would help himfocus nmore in class.
A few days later, she received a call from
t he school that we were requested to neet and di scuss what
was happening with our son. She went to the nmeeting at
t he school; the principal of the school, my son's teacher,
and school psychol ogist were in attendance.
Bryant's teacher went over the sane thing as
before. The outfl ow was, he was going to be sent to
anot her school. At that neeting, he gave her a formto
sign which said, "Individual Evaluation Plan." They told
her that my son had to go to another clinic in order to
recei ve nmedi ci ne because the psychol ogi st coul dn't
prescribe it. When she signed it, she had no idea this
woul d cause so nuch harmto ny son.

The psychiatrist used a nurse to translate ny
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son -- to ny son's nother. He said that, based on the
eval uati on he was given by the school, my son's behavi or
was not good and he needed sonme sort of medicine that
woul d help himbe well and calmer. No neurol ogical tests
were performed to confirmhis illness. The nedicine that
was prescribed was Ritalin.

They sent nmy son to the Arrow Center
(phonetic) in Culver City, a Special Education school.

When Bryant started taking the drug, we
started to notice a change in him he seened different,
very angry for any reason, nervous, he didn't eat well, he
had i nsomi a, he had bags under his eyes, his |ips were
purple, he was quite like a zombie. And he didn't want to
eat. He would get hungry at 7:00 p.m and | al so noticed
that nmy son wasn't | earning anything in school. He
couldn't even read. But the school told us that he was
doi ng fine and that he was | earning.

My son was at the Arrow Center for three
years and he was there to be helped but it didn't happen.
| finally decided to visit the school and ask what was
going on. At the neeting | attended, the school

personnel, including the vice-principal, the psychol ogi st,
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and Bryant's teacher, | asked them what grade | evel was
Bryant on as he arrived? They said, "First grade." as a
response. "And what grade is he in now?" "Fourth grade,"
they said. "What grade level is he in now?" They said,
"First grade.” | heard the response. | expressed ny
di ssatisfaction with the |l ack of progress in my son's
education and bl aned the school .

The school's representatives replied that it
was Bryant's fault, rather. This started an exchange with
t he psychol ogi st, "Do you know nmy son; do you know what's
wrong with hinm?" She replied, "He has attention deficit
di sorder, a learning deficit disorder, and enmotionally
di sturbed.” And | asked, "How do you know that; have you
met hin?" She said, "No."

| asked, "How can you di agnose a patient you
haven't seen?" Her answer was that, half the tinme, she
didn't even neet with the kids she was di agnosi ng.

Thank you very much for letting me up

MR. COULTER: Thank you, sir.

Deb Ziegler?

DR. DEB ZI EGLER: Good afternoon; |'m Deb

Ziegler. | want to thank the panel nembers for their
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i nsightful coments today on financing of Special
Educati on.

Today, |I'mrepresenting the Full Funding
Coalition for IDEA. And this coalition has a nenmbership
consi sting of national, Washington, D.C. -based
organi zations, including the Anmerican Federation of
Teachers, the National School Boards Association, the
Nati onal Secondary School Principals, the Anerican
Associ ation of School Adm nistrators, the National
Educati on Associ ation, the National PTA, the National
Associ ati on of El ementary School Principals, the Counci
for Exceptional Children, the Council of the Geat City
School s, and the Anerican Speech-Language- Heari ng
Associ ati on.

| DEA Full Funding Coalition is committed to
the achi evenent of successful outcones for children and
youth with disabilities through the pronotion of
pr of essi onal excellence in Special Education and the
provi si on of high-quality professional supports and
quality conditions for teaching and | earning.

The basics of the proposal include, nake | DEA

fundi ng mandatory, increase the federal contribution from
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17 percent to 40 percent, acconplish full funding
gradual |y over six years, require states to maintain their
| evel of effort, encourage schools to intervene early in a
child's life, and provide devel opnental |l y-appropriate
prograns and services. Devel opnmentally-appropriate
intervention during the early years can dramatically
reduce later referrals to Special Education and eventually
hel p curb the cost of Special Ed.

What is full funding of IDEA? Part B of |DEA
originally authorized Congress to contribute up to 40
percent of the average per-pupil expenditure for each
Speci al Education student. In 2002, the average per-pupi
expenditure is expected to be $7,320. Wth 6.1 mllion
students being served under |DEA, schools are qualified to
receive 18.01 billion in federal funds.

Unfortunately, schools are only receiving 7.5
billion. 1In other words, schools are currently receiving
only 17 percent rather than the federal comm tnent of 40
percent of APPE.

Federal funding is 10.5 billion short of full
funding this year and would need a 139 percent increase to

be fully funded. For 26 years, Congress has prom sed to
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fully fund I DEA, yet funding is roughly 17 percent. And
increases of a billion, which we've been getting over the
| ast several years, plus inflation, 2.5 percent per year,
Congress is on course to fully fund IDEA in fiscal 2035.
School children cannot wait.

Who supports mandatory full fundi ng of | DEA?
In addition to this group, there's a bipartisan support,
the National Governors Association and the Nati onal
Conference on State Legislatures strongly support this.
Currently, 35 states have passed state resolutions urging
Congress to fulfill. Last year, the Senate enacted, on a
unani nous voi ce vote, on the Hagel -Harkin anmendnment to
provi de mandatory full funding of IDEA. In the House,
nore than a 120 nenbers from both parties have sponsored
bills.

Yest erday, the Senate Budget Conmittee

i ncluded mandatory full funding of IDEA in its resol ution,

t herefore, we recomend the Commi ssion reconmend mandat ory

full funding of | DEA.
Thank you, Marissa, for the tine.
MR. COULTER: Thank you, Dr. Ziegler

Bob Hof f nan?
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UNI DENTI FI ED AUDI ENCE MEMBER: Well, | hope
-- charged for this because our CEOis going to talk to
you, or talk to those who will be there on the Conm ssi on,
in Nashville -- or can | give this as a preview? Let
sonebody el se go.

MR. JONES: You're the |ast one and,
essentially, the restriction is, you sign up and, if you
or someone from your organization, you would end up going
to bottomof the list. So, if you did testify now, he
would go to the bottomof the list in Nashville.

If there's enough tine --

(Many asides fromthe audi ence.)

MR. COULTER: Okay, Bob, we don't want to get
you in trouble with your boss; we'll listen to himin
Nashvill e.

Fol ks, we want to thank you very nuch for
staying with us the whole day and we appreciate all of
your input. Renenmber, we take witten comments, as well,
and we wi sh you good luck and get hone safely tonight.

(Wher eupon, at 5:43 p.m, the proceedings in

t he above-entitled matter were cl osed.)

00o
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