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Individuals with Disabilities Education Act (IDEA):
Issues Regarding “Full Funding” of Part B Grants to
States

Summary

The Individuas with Disabilities Education Act (IDEA) is the magjor federal
statute that supports special education and related services for children with
disabilities. Asa condition of accepting IDEA funding, the Act requires that states
and local educational agencies (LEAS) provide a free appropriate public education
(FAPE) to each digible child with a disability. Providing special education and
related servicescan beexpensive. When Congressenacted the predecessor legislation
to IDEA in 1975, the assumptionwasthat educationfor childrenwith disabilitieswas,
on average, twice as costly as education for nondisabled children. At that time,
Congressauthorized the federal government to pay up to 40% of each state’ s* excess
cost” of educating children with disabilities. The federa share of the excess cost —
sometimestermed the IDEA “full-funding” amount — is cal cul ated by taking 40% of
the national average per pupil expenditure (APPE) times the number of children
served under the program in each state.

Although Congress in recent years has substantially increased IDEA funding
(funding for Part B grantsto states has morethan doubled since FY 1996), the current
full-funding amount has never been achieved. As a result, some Members of
Congress have pressed for the federal government to pay its“full share” of the costs
of educating children with disabilities. Resolutions to this effect have been passed.
Legidlation has been proposed that would set specific authorization targets for
achieving full funding in future years. Legidation hasalso been proposed that would
make full funding mandatory.

Thisreportsdiscusses some of theissuesthat could ariseif full funding of IDEA
were to be reached. For example, achieving full funding will require approximately
$10 hbillionmorethan current Part B appropriations, and thisamount islikely to grow
substantially over time. Moreover, full funding could provide states and LEAs with
incentives to “over identify” children with disabilities to maximize funding, which is
an issue of congressional concern, although state and local administrators claim that
increased funding is never an incentive for identifying disabilities.

In addition, full funding may produce funding inequitiesamong statesand LEAS.
A reasonfor thisisthat full funding isbased on anational average cost estimatewhile
state costs are assumed to differ substantially. Similarly, an average cost estimate
does not recognizethat sometypesof disabilitiesare much more expensive to address
than others, and the distribution of children with severe (and more expensive)
disabilities may cluster in some areas that have outstanding medica facilities or
exemplary programs for specific disabilities. The determination and distribution of a
full funding amount is likely to under-compensate states and LEAs with higher costs
and over-compensate those with lower costs. Thereport, which will not be updated,
concludes with possible additions or aternatives to full funding, that might address
congressional concerns.
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Individuals with Disabilities Education Act
(IDEA): Issues Regarding “Full Funding” of
Part B Grants to States

Overview

The Individuas with Disabilities Education Act (IDEA) is the mgjor federal
statute that supports special education and related services for children with
disabilities. The IDEA statute has four parts:

Part A contains general provisions.

Part B authorizes two state grants programs. the so called “ grants to states’
program, which deals with special education for school-age children, and the
preschool grants program.

Part C authorizes athird state grants program for infants and toddlers.

Part D authorizes various nationa programs, such as research, technical
assistance, and dissemination.

Unless otherwise noted, this report deals with the Part B grants to states program,
which is by far the largest part of IDEA, and any reference to IDEA or to Part B is
meant to refer to that program.

As a condition of accepting IDEA Part B funding, the Act requires that states
and local educational agencies (LEAS) provide a free appropriate public education
(FAPE) to each digible child with a disability. Providing specia education and
related servicescanbeexpensive. When Congress enacted the predecessor legislation
to IDEA in 1975, the assumptionwasthat education for children with disabilitieswas,
on average, twice as costly as education for other children. At that time, Congress
authorized the federal government to pay up to 40% of each state’ s “excesscost” of
educating children with disabilities. That amount—sometimestermed the IDEA “full-
funding” amount—is calculated by taking 40% of the national average per pupil
expenditure (APPE) times the number of children served under the program in each
state.

Although Congress in recent years has substantially increased IDEA funding
(funding for Part B grantsto states has morethan doubled since FY 1996), the current
full-funding amount has never been approached.! As a result, some Members of
Congress have pressed for the federal government to pay its“full share” of the costs

!As noted later in this report, the authorized full-funding amount began at 5% of APPE and
was raised in steps to 40% of APPE over several years. In the first 2 years of the
authorization, full funding was achieved, but funding has never been closeto 40% of APPE.
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of educating children with disabilities. Resolutions to this effect have been passed.
Legidation has been proposed that would set specific authorization targets for
achieving full funding in future years. Legidlation has also been proposed that would
make full funding mandatory.

Thisreport discusses some of theissuesthat would ariseif full funding of IDEA
wereto be approached or achieved. Thisfirst section of the report provides general
background on IDEA and onthe“full funding” discussion. Thereport next describes
how funds are currently distributed. The third section briefly reviews recent
legidation aimed at providing increased or full funding. Following that, the report
outlines possible policy issues if full funding were provided. The report concludes
with some possible alternative legidative strategies that could be considered in lieu
of full funding or as interim steps until full funding is provided.

Background on IDEA and “Full Funding”

Asaconditionof accepting | DEA funding, the Act requiresthat statesand LEAS
provide FAPE to each eligible child with a disability. The Act aso requires the
provision of related services (such as, transportation, physical therapy, psychological
services, and counseling) that are necessary for childrenwithdisabilitiesto participate
in and benefit from their public education experience. In addition, IDEA guarantees
various rights to children and their parents. For example, parents must be members
of the planning team for the individual educational program (IEP), which IDEA
requires for each eligible child.

When Congress enacted the predecessor legisation to IDEA? in 1975, the
assumption wasthat education for children with disabilitieswas, on average, twiceas
costly aseducationfor other children. The report accompanying the House bill (H.R
7217), which became P.L. 94-142, illuminates congressional thinking at the time:

It is well established that the average cost of educating handicapped children is
well above the national per pupil average for al children as evidenced by the
findings of the National Educational Finance Project ... whichreported an average
cost index among the various diagnostic categories of handicapping conditions of
1.9 above the average cost for nonhandicapped children. (H.Rept. 94-332, p. 12)

Thisaverage cost factor of 1.9 timesthe cost of educating nondisabled children
apparently was rounded to 2.0 or twice as expensive. This is evidenced by a
statement on the House floor by Representative Brademas during the debate on the
House hill:

’Federal special education legidation existed prior to 1975 — most notably the Education of
the Handicapped Act (EHA). P.L. 94-142 (the Education for All Handicapped Children Act
of 1975) substantially amended the EHA, creating the essential structure and principles of
federal assistanceto special education that aretill reflectedin current law. 1n 1990, the name
of the Act was changed to Individuals with Disabilities Education Act (IDEA) by P.L. 101-
476. Congress made extensive amendments to IDEA in 1997 (P.L. 105-17); however the
basic characteristics of the Act resemble those first enacted in 1975.
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...it costsmoremoney to educatehandicapped children. The best estimatewe have
isthat generally speaking it costs twice as much to educate a handicapped child as
it does anonhandicapped child. (Congressional Record, House July 29, 1975, p.
25534)

Aswe shall see, thisassumption is still reflected in current law.

The House report (H.Rept. 94-332) points out that federal funds are only for
EXCess Costs:

...monies must be directed toward those “excess cost” factors.... A loca school
district must determine its average annual per pupil expenditure for al children
being served, and then apply the Federal dollars only to those additional cost
factorsfor handicapped children beyond theaverageannual per pupil expenditure.®

(p- 13)

Given an estimate of the average excess cost for educating children with
disabilities, the Congress determined that the federal government should pay some
share of this excess cost. The House-passed bill called for a maximum funding level
that would pay 50% of the average excess cost. However, concern was expressed,
bothin report language and in floor debate on the bill, that aming to pay a substantial
proportion of the excess cost for educating these childrenwasunrealistic and probably
unattainable. For example, Representative Ashbrook contrasted FY 1975 funding for
special education of $100 millionwith estimates of $2.4 billion for FY 1975 and $3.8
billionfor FY 1978 that full funding might cost (H.Rept 94-332, p. 23). Calling these
funding levels “totally unredlistic,” he went on to charge that the legislation
represented an “ empty promise” and “agiant shell game.” (Congressional Record,
House July 29, 1975, p. 25534-25535)

Presumably as a result of these and other concerns, the final Act reduced the
federal maximum payment to 40% of the national APPE and phased in the maximum
over aperiod of 5 years. A state’s maximum authorized grant was the number of
children ages 3 to 21 receiving specia education in the state times:

5% of the national APPE for FY 1977,
10% of APPE for FY 1978,

20% of APPE for FY 1979,

30% of APPE for FY 1980, and

*This may be the source of some confusion about the application of federal funds to the
“excess cost” of educating children with disabilities. While LEAs may apply federal funds
only to their excess costs for educating these children, the maximum federal share of 40% of
the national average excess costs (i.e., 40% of the national APPE) is referenced only in the
state funding formula provisions of the Act. Thus there would appear to be no intent, even
at maximumfunding levels, to fund any particular proportion of eachindividual LEA’ sexcess
costs for educating children with disabilities. Thus even if a state received its maximum
authorized IDEA grant, thereis no assurancethat thiswould represent 40% of the excess cost
for each LEA in that state.
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1 40% of APPE for FY 1981 and succeeding fiscal years.*

There continues to be a debate about whether Congress at that time meant the
40% funding level asafederal promise or commitment to fund this portion of special
education costs or whether the 40% level was agoal to be worked toward. Debate
in 1975 does not provide aclear answer to this question. Some advocatesfor the bill
(such as Representative Brademas and Senator Williams) did use words such as
“commitment” and “promise.” For example, in the Senate debate on the conference
report Senator Williams noted that the final compromise legislation would

assure that our promises to handicapped children are realistic and that those
promises can bekept. (Congressional Record, November 19, 1975. Senate page
37413, emphasis added)

Representative Brademas, during the House debate on the conference report,
maintained that the federal government by means of the compromise formulain the
find bill

makes a commitment to pay a gradually increasing percentage of the national
average expenditureper pupil times the number of handicapped children receiving
specia education and related services. (Congressional Record, November 18,
1975. House page 37024, emphasi s added)

At the same time, advocates appeared to view the authorized federal shareasa
goal, withactual funding decisionsleft to the Appropriations and Budget Committees.
Representative Perkins — chairman of the House Education and Labor Committee
— pointed out

that we are not voting on a spending measure. We are voting on an authorization
bill which proposes agoal of providing a certain level of Federa support for the
education of handicapped children ... (Congressional Record, July 29, 1975.
House page 25536, emphasis added).

4 See Section 611(a)(1) of P.L. 94-142. During the House debate on the fina hill,
Representative Ashbrook indicated that this approach was “more redlistic.”

| voted against the bill ... when it cameto the Housefloor. | was deeply concerned
about theirresponsible and unrealistic authorization levelsinthebill. ... Although
| still have somedoubts about thelevel of funding, thisbill isvastly improved over
both the House and Senate version. | commend the conferees for taking a more
realistic approach and therefore | will vote for the adoption of the conference
report. (Congressional Record, November 18, 1975. House page 37028)

The final House vote was 404 yeas, 7 nays, and 22 not voting. (Forty-four Members had
voted against the original House bill.)
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Representative Brademas, referring to the House report on the bill, noted that

it is not anticipated that that much money would actually be appropriated. The
report aso makes clear that the committee anticipates that the Committee on the
Budget and the Committee on Appropriationswould maketheir own judgmentson
how much money to recommendfor thisprograminlight of revenues availableand
in light of other competing priorities. (Congressional Record, July 29, 1975.
House page 25535)

The Full-Funding Provision Under Current Law

Current law till pegs a state’s maximum IDEA Part B grant® to the product of
the number of children with disabilities served and 40% of the national APPE:®

Maximum amounts — The amount of the grant a State may receive under this
section for any fiscal year is—
(1) the number of children with disabilities in the State who are receiving
special education and related services—
(8 aged 3through 5 if the Stateis eligible for a grant under Section
619 [preschool grants, which al states currently receive]; and
(b) aged 6 through 21; multiplied by
(2) 40% of the average per-pupil expenditure in public eementary and
secondary schools in the United States. (Section 611(a)(2)).

Thismaximumgrant calculationisstill based on the assumptionthat the average
cost of educating children with disabilitiesistwicethe average cost of educating other

*The maximum grant provision applies only to the Part B grantsto states provisions of IDEA.
These grants represent most of the funding for IDEA and help fund services for school-aged
children with disabilities. IDEA authorizes two other state grants programs (the preschool
grants and grants for infants and toddlers with disabilities) as well as various nationa
programs.

®The APPE isfor all K-12 public school studentsin the most recent preceding year for which
data are available.
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children (i.e., two times the national APPE).” That is, the total average cost for
educating a child with a disability is equal to:

the national APPE (the average cost of educating other children) + thenational
APPE (the excess or additional average cost of educating children with
disabilities).

Congress has determined that the maximum that will be available under IDEA Part
B grantsto states is 40% of the excess cost, i.e., 40% of the national APPE.

Figures1land 2belowillustratethisexcess-cost concept. InFigure 1, the chart
representsthe total average cost of educating children with disabilities. Theleft half
of the chart representsthe national APPE — the average cost of educating children
in public school. The right half of the pie chart is the excess cost for educating
children with disabilities— i.e., the average cost over and above the average cost of
educating all students. Again, the assumption underlying IDEA “full funding” isthat,
on average, the total cost of educating children with disabilitiesis twice the average
cost (national APPE) of educating other children. The upper right wedge in the
Figure 1 chart represents “full federal funding,” i.e., 40% of the nationa APPE.
Figure 2 represents the same concept, except that it represents the actual FY 2001
federal share of the excess cost (14.9%).

" By some estimations, special education is mor e than twice as expensive as education for
other children. For example, the U.S. Department of Education, based on Kakalike, J.S.,
W.S. Furry, M.A. Thomas, and M.F. Carney. The Cost of Special Education. Santa
Monica, CA: Rand Corp, 1981. (Hereafter cited as Kakalike, Furry, Thomas, and Carney,
Cost of Special Education.), estimates that special education is about 2.17 times more
expensive. In addition, for some children specia education can be much more than twice as
expensive. For example, in arecent U.S. Supreme Court case (Cedar Rapids Community
School District v. Garret F., 526 U.S. 66 (1999)) the court ruled that the school district was
obliged under IDEA to provide extensive health services to the student. Justice Thomas, in
his dissenting opinion in Garret F., noted that the school district would have to hire an
additional employee to provide the one-to-one care Garret F. requires, which “will cost a
minimum of $18,000 per year.” (p. 8) Thisisnearly 2% timeswhat the U.S. Department of
Education (ED) estimates is the national average additional cost for serving children with
disabilities in public schools and apparently only accounts for the salary of a health-care
attendant, not for additional special education and related services that Garret F. might
require to ensure he receives FAPE.
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Figure 1. Estimated Components of Special Education Funding
(Assuming Full Federal Funding of 40% of APPE)

Federd Full-Funding
of Excess Cost
(40%)

Nationd Average Per
Pupil Expenditure

Remaining State and
Loca Excess Cost

Figure 2. Estimated Components of Special Education Funding
(at FY2001 Funding Levels)

FY 2001 Federd Funding
of Excess Cost (14.9%)

National Average Per
Pupil Expenditure
Remaining State and
Local Excess Cost
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The 40% of the national APPE times the number of children with disabilities
served isthe so-called federal “full funding” amount under the Act.® Thisamount is
not constant but changes at least annualy as the number of children with disabilities
and the APPE change. Both of these factors have increased significantly since P.L.
94-142 went into effect. For example, the national APPE for FY 1981 was $2,168
compared with $6,660 for FY 2001, and the number of children with disabilities for
FY 1981was 3.94 million versus 6.27 million for FY2001. Thus, as Table 1 shows,
the amount necessary for full funding has also increased substantially and islikely to
increase further in the future. For example, the estimated full funding amount for
FY 1981 (the first year for which full funding was 40% of APPE) was about $3.4
billion. The estimated full funding amount for FY 2001 is nearly $17 billion (about
five times as much as the FY 1981 amount).

Table 1. Funding History for IDEA Part B Grants to States

Actual
Appropriations appropriations Estimated
for IDEA Part | Authorized % as% of federal full
B grantsto of estimated estimated funding

FY states (in $000) | excess cost excess cost (in $000)
1977 $251,770 5% 5.1% $249,178
1978 566,030 10% 10.2% 555,516
1979 804,000 20% 12.5% 1,284,640
1980 874,500 30% 12.0% 2,189,387
1981 874,500 40% 10.2% 3,417,635
1982 931,008 40% 9.9% 3,756,984
1983 1,017,900 40% 9.5% 4,279,968
1984 1,068,875 40% 9.1% 4,687,462
1985 1,135,145 40% 8.9% 5,090,666
1986 1,163,282 40% 8.4% 5,532,030
1987 1,338,000 40% 9.1% 5,850,468
1988 1,431,737 40% 8.7% 6,559,022
1989 1,475,449 40% 8.2% 7,181,244
1990 1,542,610 40% 7.9% 7,782,743
1991 1,854,186 40% 8.6% 8,593,267
1992 1,976,095 40% 8.4% 9,393,494
1993 2,052,728 40% 8.2% 10,003,507
1994 2,149,686 40% 8.0% 10,732,504
1995 2,322,915 40% 7.8% 11,872,137

8t is important to note that the formula only specifies the maximum award a state can
possibly receive. The actual size of state awards is contingent on annual appropriations for
the program. Section 611(a)(2) of IDEA states: “... the maximum amount of the grant a
state may receive under this section for any fiscal year is ....” (emphasis added). In other
words, the formula does not guarantee 40% of national APPE per disabled child served;
rather, it caps IDEA alotments at 40% of national APPE per disabled child served.
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Actual
Appropriations appropriations Estimated
for IDEA Part | Authorized % as% of federal full
B grantsto of estimated estimated funding

FY states (in $000) | excess cost excess cost (in $000)
1996 2,323,837 40% 7.3% 12,699,024
1997 3,107,522 40% 9.2% 13,460,630
1998 3,801,000 40% 10.5% 14,457,195
1999 4,301,000 40% 11.1% 15,445,347
2000 4,976,685 40% 12.3% 16,194,156
2001 6,323,685 40% 14.9% 16,988,328

Note: FY1998-FY 2001 appropriations exclude funds for studies and evaluations of $6.7 million,
$9.7 million, $13 million, and $16 million respectively. Estimates of full funding amounts and
percentages of APPE will change for any fiscal year for which ED revises data to calculate these
estimates.

Source: Table prepared by Congressiona Research Service (CRS) from U.S. Department of
Education (ED) data.

Current Funding Formula

To understand how fully funding IDEA Part B grants to states would impact
state IDEA funding, it is important to understand how these funds are currently
allocated under the Act. Until the enactment of the 1997 amendmentsto IDEA, Part
B grantsto states were allocated essentially based on each state’ s share of the total
children with disabilities served. The 1997 amendments made important changesin
this formula. Until a*“trigger” appropriation of dightly more than $4.9 billion was
reached, funds continued to be distributed under the prior formula, i.e., based on
shares of childrenwith disabilities. When thetrigger was exceeded for FY 2000, each
statereceived a“base grant” equal to the amount it received from funds appropriated
in the year prior to the year in which the trigger was surpassed. Of the remaining
funds, 85% were allocated based on states' shares of total population ages 3 to 21°
and 15% were allocated based on shares of poor children in that age group.

To prevent massive changesfromyear to year resulting fromthe formulachange,
the 1997 amendments placed certain restrictions on how much states could gain or
lose. No state can receive agrant that is more than 1.5 percentage points above the
percentageincreaseinthe overal appropriation. Thusif theoverall increasefrom one
year to the next is 10%, no state’'s alocation could be more than 11.5% greater than
its grant the previous year. The 1997 amendments also provided certain minimum
state amounts. No state can receive a grant less than the greatest of :

The actual age range varies from state to state depending on the years for which the state
provides free appropriate public education for children with disabilities.
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the amount a state received in the year prior to the ingtitution of the “new”

formula (the base year) and one-third percent of the difference between

appropriations for the current year and appropriations for the base year (the

latter amount is about $6.7 million for FY 2001),

the percentage increase from the prior year less 1.5% (based on the above

example: 10%-1.5% = 8.5% increase above the previous year’s grant),

1 90% of the percentage increase (90% of 10% = 9% increase in the above
example), and

1 the grant amount the state received in the prior year.

Findly no state may receive a grant that is mor e than its“full funding” amount (that
is, the “40% amount”).

The House and Senate reports provide the rationale for these changes:

The Committee developed the change in formula to address the problem of over-
identification of children with disabilities ....

The Committee has squarely faced this problem by shifting, once the targeted
threshold is reached, to aformula of which 85 percent of additional fundsis based
onthetotal school age population and 15 percent is based on the poverty statistic
for children in a State. This system was encouraged in the 1994 report of the
Department of Education’s Inspector General. The Inspector Genera noted:
“* Because [a popul ation-based] method [of allocating funds] uses objective data
derived for other purposes, [this method] eliminates the financia incentives for
manipulating student counts [that exist inthe current formula], including retaining
students in specia education just to continue receiving Federal funds.’” The
Committee added a poverty factor to the formula becausethereis alink between
poverty and certain forms of disability. This concept was also encouraged by the
Inspector General’ s report.*°

When the “trigger” was surpassed for the first time in FY 2000, the amount
above the “trigger” (about $670 million of nearly $5 billion or 14% of total Part B
grants to states) was allocated under the new formula. As appropriations approach
full funding amounts, the percentage all ocated under the new formulawill grow, while
the base amounts (originaly determined by the numbers of studentsreceiving specia
education) will remain the same. For example, at an appropriations level of $12

94 .Rept. 105-95, p. 88-89; S.Rept. 105-17, p. 8-9. The House and Senate reports
acknowledge that “it is unlikely that individual educators ever identify children for the
additional funding that such identification brings.” In the aggregate, however, financia
incentives may reduce the scrutiny that children for special education referral may receive.
Thereportsobserve that “ over-identification” is most prevalent for African-American males.
Onthe other hand, the reports admit that under identification may remain a problemin some
areas.
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billion, about 65% or more than $7 billion would be allocated based on population
and poverty.

Recent Legislative Action

Because of concerns about the state and local burden of funding specia
education and related services, Congress in recent years has become increasingly
concerned that federal funding for IDEA Part B grantsto statesisinadequate. Asa
result, funding for these grants has recently grown substantially. (See Column 2 of
Table 1 above) For example, funding for FY 2001 is more than 2% times the
FY 1996 amount.™

To further relieve state and local funding burden, some Members of Congress
have called for even greater funding increases in IDEA funding to achieve “full
funding” or maximum funding of IDEA. Congressional proposals during the 106™
Congress took several forms:

1 Resolutions: For example, H.Con.Res 84 “urgesfull funding of federal special
education programs and recognizes that it should be the top funding priority
at the K-12 level, which was agreed to by avote of 413-2, 1 present. ”
Modificationsto IDEA Part B authorization of appropriations: H.R. 4055/S.
2341 would have specified authorization amounts for the grants to states
program and increased the authorization level $2 billion each year through
FY2010.%2

Changesto the status of IDEA funding: For example, H.R. 5180 would have
changed the maximum grants states could receive to the minimum states
could receive and would have phased in the minimumgrant as a percentage of
APPE from 20% in FY2002 to 40% in FY 2006, increasing the minimum
percentage by 5 percentage points each of the yearsin between.

Possible Issues If “Full Funding” Were Provided

Although appropriations for IDEA Part B grants to states have increased
substantially over the last few years, the current amount is not even half way to
providing full funding. The current estimate is that nearly $17 billion would be
required to fully fund Part B grants. Thisis morethat $10 billion above the FY 2001
appropriation for the program. Full funding would require either that appropriations
for the Department of Education overall would haveto increase by about 25% or that

"Most of the increased funding for IDEA over the last few years has gone for Part B grants
tostates. Thetotal appropriationsfor IDEA minusthe grantsto states appropriation roseless
than 20% between FY 1996 and FY 2001.

2Current law authorizes “such sums as may be necessary” to carry out the grants to states
programs (Section 611())).
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funding for other programs would have to be cut significantly. For example, if al
FY 2001 Title | of Elementary and Secondary Education Act (ESEA) appropriations
weretransferred to Part B grants, full funding would still not be achieved. In addition
to the sgnificant increase in funding required, reaching afull-funding level for IDEA
Part B grants raises several other issues, which this section discusses.

Determining Total Appropriations. Oneissuein “fully funding” IDEA is
determining exactly how much funding is necessary. As noted above, thisamount is
based on the product of the number of children with disabilities and 40% of the
national APPE. The guidance for determining the number of children appears to
come from Section 611(d)(2) related to the “interim formula’ for the program, which
states in part:

the determination of the number of children with disabilities receiving specid
education and related services ... may, at the State's discretion, be calculated as
of thelast Friday in October or December 1 of the fiscal year for which the funds
are appropriated.

Under appropriations levels beow the trigger amount for the new formula, this
provision did not cause any difficulty. Funds could be appropriated as of October 1
(the beginning of the fiscal year); ED would begin receiving datafromthe states at the
end of October; and ED would distribute the appropriated fundson July 1 of the next
calendar year because IDEA is a “forward funded” program. For example, funds
appropriated in October 1998 for FY 1999 weredistributed beginning on July 1, 1999.
There was ample time for ED to obtain final child countsto distribute IDEA grants
to states funds under the “interim formula” Nor does the availability of data on
numbers of children with disabilities create particular difficulties now that the
“permanent” formulaisin effect, because the base amount under the formulafor each
state is derived from each state’'s FY 1999 grant. However, if the Congress decided
to “fully fund” the grants to states program, the data necessary to determine full
funding for a given fiscal year would not be available on or before October 1, since
states would not begin collecting those counts until the end of October and some
would wait until December 1. Presumably prior year data or a projection for the
current fiscal year could be used. To avoid confusion, any legislation appropriating
afull funding amount should specify which child count data ED should use. These
data, of course, would need to be the same as those determining the full-funding
appropriations.

The full funding calculation aso depends on the national APPE, and estimates
of thisfactor can vary. Section 611(a)(1)(B)(4) of IDEA before it was amended by
the 1997 IDEA amendments defined APPE to mean:

the aggregate current expenditures, during the second fiscal year preceding the
fiscal year for whichthe computation ismade (or, if satisfactory datafor suchyear
arenot available at thetime of computation, then during the most recent preceding
fiscal year for which satisfactory data are available).
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ED appearsto continueto follow thisdefinition. For example, ED appearsto usethe
national APPE for 1998-1999 for its estimate of full funding for funds distributed for
2000-2001. But estimates of APPE can vary, even for the same or similar time
periods, depending on the source of the estimate. The ED FY 2000 full funding
estimate uses an APPE of $6,457. The National Center for Education Statistics
reported a preliminary national APPE for 1998-1999 as $6,408. Even this small
difference resultsin determinations of total full-funding amounts that differ by more
than $120 million.

Once the full-funding amount for grants to states is determined it must be
adjusted upward dightly to take into account various set asides (if funds are to be
appropriated and allocated under the authority provided in Section 611 of IDEA).
Section 611 provides that certain amounts be set aside for the Outlying Areas and
Freely Associated States (Section 611(b)), for the Secretary of the Interior (Section
611(c) — for Bureau of Indian Affairs(BIA) schools), and for studies and evaluations
(Section 674(e)). Thefirst and third of these set asides provide some flexibility for
the Secretary of Educationto determine the percentage all otted, and the Secretary has
tended to allocate less than the maximum allowable percentages for these activities.
However, IDEA specifies an exact percentage of 1.226% of the total appropriation
for the grants to states programs for the Secretary of the Interior. In FY 2000 this
amount was about $61.2 million. 1f the Congresswereto decideto continuetotal set
asides at the current overal percentage, then the full-funding amount for the states
would have to be increased by about 2% to determine the overall full-funding
appropriation.*®

Distributional Issues. Onceafull fundingamount isdetermined, other issues
could arise, in part, because the method of distributing IDEA funds to states would
change abruptly. As noted above, as appropriations increase above the trigger
amount of approximately $4.9 billion, increasing shares of thetotal appropriationsare
distributed based on population shares and poverty shares. However, when full
funding is reached, the distribution mechanism for most states** shifts back to one
solely based on states shares of children with disabilities, because a state’s full-
funding amount is based on the nationa APPE times numbers of children with
disabilitiesserved inthe state. For example, assumethat full funding for FY 1998 was

3In the FY 2001 request for IDEA funding, ED recommended that the BIA amount be
increased by the rate of inflation over the FY 2000 amount — thus overriding and reducing
the statutory requirement of 1.226%. Thus ED recommended that the BIA set aside for
FY 2001 beabout 1.19%. If thisapproach were adopted by Congress and followed from year
to year, IDEA funding for BIA schools would grow by the rate of inflation each year but
would not increase in proportion to the increase in overal IDEA Part B grants to states
funding. On the other hand, if the statutory percentage continues to be followed and a full
funding amount isreached, IDEA funding for BI A schoolswould exceed $200 million dollars.

14See the discussion below for possible exceptions.
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about $14.4 billion.”® If $14 billion had been appropriated for FY 1998, approximately
three-quartersof those fundswould have been distributed under the new formula(i.e.,
based on states’ shares of population and poverty). On the other hand, if the full
funding amount had been provided, al of the funds would have been distributed
according to the proportional share of children with disabilitiesin each state. Some
states do better under the population-poverty distribution; others do better under
shares of children with disabilities. For example, Alabama's share of weighted
population-poverty isabout 1.5% of the national total, and its share of childrenwith
disabilities is in about 1.7%. On the other hand, Arizona has a larger share of
population-poverty (1.9%) than children with disabilities (1.4%).

Because some statesdo better than othersunder the popul ation-poverty formula,
issues could arise if funding approached the full-funding amount or reached full
funding one year but fel below full funding in subsequent years because of increases
in either the national APPE or child counts. Again using our hypothetical FY 1998
example in which full funding is approximately $14.4 hillion, if $14.0 billion were
appropriated (that is, atotal appropriation dightly less than the amount to fully fund
al states) some states could receive full funding while othersdo not. Thosereceiving
full funding arethose that benefit most under the popul ation-poverty formula, which
would be used to distribute most of the $14 billion. Those below full funding would
be those states that benefit more from a formula based on shares of children with
disabilities. (See Table 2.)

BDatafor FY 1998 areused for illustrative purposes. Theappropriate national APPE for that
year is assumed to be $6,046. All examples are hypothetical. Actud full-funding amounts
presumably would be higher than those presented here, in part, becausethe estimated national
APPE has increased since FY 1998.
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Table 2. States At and Below Hypothetical “Full Funding”
Based on Allocating $14 Billion Using FY1998 Data

States within
1% of full
States at full funding funding States at 85% to 98% of full funding
Arizona Cdifornia Alabama  |Maryland Ohio
Disgtrict of Columbia |Colorado Alaska Massachusetts |Pennsylvania
Georgia North Carolina |Arkansas |Minnesota Rhode Idand
Hawaii Oklahoma Connecticut |Mississippi South Carolina
Idaho Oregon Delaware  |Missouri South Dakota
Michigan Washington Florida Montana Tennessee
Nevada [llinois Nebraska Texas
Puerto Rico Indiana New Hampshire|Utah
\ ermont lowa New Jersey Virginia
Kansas New Mexico  |West Virginia
Kentucky  [New York Wisconsin
Louisana [North Dakota |Wyoming
Maine

A technical problem that could result because of differential benefits from the
two formulasis the inability to alocate al funds if full funding were provided. This
would result because of the 1.5% percentage point cap on how much states can gain
fromoneyear to the next. Since some states might haveto receive gains of morethan
1.5% percentage points above the overall percentage increase in funding in order to
receivetheir full-funding amount, they would be capped at amountsbel ow full funding
and some money would not be distributed if the current formulawereliterally applied.
In the example we are considering (using FY 1998 data), Maine, Rhode Idland, and
West Virginia would not receive full funding under the current formula but would
receive their 1.5% point cap amounts, and about $8 million dollars could not be
allocated. Of course, fixing this problem would not be difficult. To avoid any
confusion, however, legidation that appropriated full funding for Part B grants to
states could override the current formula and instruct ED to distribute fundsto states
based on shares of children with disabilities for the most recent year for which data
are available.

Increased Incentive to “Over-ldentify” Children With Disabilities.
As noted above, Congress chose to change the IDEA Part B grantsto state formula
to reduce financia incentives to “over-identify” children with disabilities. This is
accomplished by distributing money appropriated above the $4.9 billion trigger in
proportionto popul ation and poverty rather thanin proportionto numbersof children
with disabilities. However at the full-funding amount each state would receive its
maximum grant, which is based on each state’'s share of children with disabilities.
Under prior law (prior to the 1997 IDEA amendments) there was a cap on the
percentage of children with disabilities that could be counted for the purposes of the
funding formula. The Secretary of Education was not required to count children with
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disabilities for the purposes of the formula to the extent that the number of these
children exceeded 12% of the total number of childreninthe appropriate age range.*
Prior to appropriations exceeding the $4.9 billion trigger, the 12% cap was till in
effect because the “interim formula’ references the formula “asin effect prior to the
enactment of the Individuals with Disabilities Education Act Amendmentsof 1997”*
Themaximumgrant (i.e., “full-funding” provision) isin another subsection of Section
611 and makes no reference directly or by reference to the 12% limit on the child
count. The provision merely states in part: “the number of children with disabilities
in the State who are receiving specia education and related services.”

Depending on ED’ sinterpretation, states might not be limited in the number of
children they report for the purposes of determining “full-funding” amounts, and the
financia incentives to “over-identify,” which had been curbed by the 12% cap and
removed by the new population-poverty based formula, would be greater than ever.
One option mentioned for addressing this problem would be to amend IDEA to
explicitly tie the 12% cap to the reporting of child counts for the purposes of
determining maximumgrants. Unlessthischangeis madewell in advance of reaching
full funding, states might percelve incentives to maximize child counts as
appropriations grow. Even if Congress eventually limited child counts to the 12%
limit, “over identification” may have been taking place in anticipation of full funding
being reached and funds being determined based on these counts.

Allocations to LEAs and Intermediate Units. Itisimportant to notethat
the 40% maximum grant/* full-funding” amount appliesonly to state grants, not to the
allocation of state grantsto the intermediate and local levels.*® Prior to reaching the
“trigger” amount that initiated the new IDEA formula provisions, states allocated
local portions of their grants to substate levelsin proportion to numbers of children
with disabilities served. When the state formula changed with the FY 2000

16See Section 611(a)(5)(A) as the Act was in effect prior to the enactment of of P.L. 105-17
(the Individuals with Disabilities Education Act Amendments of 1997). The age range was
3to 17 if the state served all children with disabilities ages 3t0 5. Otherwise the range was
5t017. A similar provision has been part of the state-grants formula since the enactment of
P.L.94-142. According to the House report:

It has been noted previoudly that the prevalence of children with handicapping
conditions is generally agreed to represent approximately 12 percent of the total
child population in the Nation. H.R. 7217 stipulates that in the reporting of the
number of handicapped children being served for purposes of the formula for
allocation, no State may report more than 12 percent of its total population of
children aged 5to 17 (H.Rept. 94-332, p. 12).

17Section 611(d)(2).

'8 n some states, intermediate educational units (IEUS) provide specia education services for
groups of (usually smaller) LEAs. IDEA Part B funds might be allocated by the stateto these
intermediate units, or funds allocated to the LEAs they serve might flow through to the IEUs.
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appropriation, the substate formula also changed. Like the state grants, recipients at
the substate level receive abase grant derived fromtheir grant in the fiscal year prior
to theinitiation of the new formula. Likethe state grant, 85% of the remaining funds
are distributed based on population, 15% based on children in poverty. Thereisno
maximum grant provision analogous to the 40% maximum for the state. Thus even
if a state were to receive its maximum grant amount (based on number of children
withdisabilitiesserved), distributionat the substatelevel would continueto follow the
new substateformula: base grant + (85% of remainder distributed on population and
15% of the remainder distributed based on poverty.) This has the advantage of
continuing to dampen any financia incentive at the substate level to “over-identify”
children with disabilities. At the same time, it isimportant to remember that “fully
funding” IDEA will not necessarily mean that LEAs and intermediate units will
receive comparable “full-funding” amounts under the current substate formula

The Cost of Special Education. Asnoted above, the underlying premise
of IDEA full funding isthe assumption that educating children with disabilitiesis, on
average, twice as expensive as educating other children. The estimate of this excess
costsis the national APPE of which the federal government can pay up to 40%. Is
the assumption of twicethe cost asvdid asit wasin 1975 when the current provision
for “full funding” wasintroduced? The short answer isthat available evidenceis out
of date. Thelast national study of special education cost was based on datafrom the
mid-1980s;*° and, although anew study isunderway, final resultsfromthat study may
not be available until late in 2001.%° If the “twice-as-expensive” assumption is
inaccurate, we might find that “fully funding” IDEA may not eiminate or even
significantly reduce funding problemsfor some statesand some LEAs. Thefollowing
aresome considerations regarding the cost of specia educationwhichmight influence
the impact of achieving “full funding.”

The Cost of Special Education May Have Grown Faster than the
Cost of Elementary and Secondary Education in General. Thereissome
historical evidence that specia education costs have been rising relative to public
education costs overall. House report language for P.L. 94-142 indicates that
Congresswas using special education cost datafromthe early 1970s. By school year
1977-1978, a Rand study was reporting that “the total cost of special education and
related services per handicapped child was an estimated 2.17 timeslarger than the ...
total cost of regular education per nonhandicapped child.”?* Based on data from
school year 1985-1986, the Decision Resources Corp. (DRC) study reported that the

®Moore, Mary T., E. William Strang, Myron Schwartz, and Mark Braddock. Patternsin
Soecial Education Service Deliveryand Cost. Decision Resources Corp. Washington, D.C.,
1988. (Hereafter cited as Moore, Patternsin Cost.)

“The study is being conducted for ED by the Center for Special Education Finance (CSEF)
a the American Institutes for Research (AIR) in Palo Alto, CA.

21 Kakalike, Furry, Thomas, and Carney, Cost of Special Education, p. 32.
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national average cost for educating a child with adisability was 2.3 time the average
cost for other children.? The DRC report noted that, while the cost of “regular”
education had increased 4% in constant dollars(i.e., costsadjusted for inflation) since
the time of the Rand study, the average cost of special education and related services
had increased 10% inconstant dollars.* Should the national “full funding” calculation
take into account the possibility that childrenwith disabilities may be morethan twice
asexpensive? One possible consequence of not examining the origina premise of the
1975 Act, isthat “full funding,” if achieved might actually fund significantly lessthan
40% of the excess cost.

The APPE Is a National Average. As previously discussed, IDEA “full
funding” is based on a national APPE. However, average costs (as Table 3 shows)
vary substantially from state to state. For example, the New Jersey APPE is almost
2.5timesthe Utah APPE. Thusif it isassumed that special education is about twice
as expensive as “regular” education and that the federal share should be 40% of a
national average cost, some states might receive much lessthan 40% of their average
cost, and other statesmight receive substantially morethan 40% if the 40% level were
reached nationally. Table 3 shows that, if state APPEs (instead of the national
average APPE) were used to determine the “full funding” for each state, the total
allocated would be similar ($15.6 billionvs. $15.4 billion) but the distribution among
states would be quite different. Some states, such as Ohio and Wyoming (with
APPEs near the national average) would receive approximately 40% of their
estimated costs. However, other states, such as New Jersey and Connecticut, would
receive amounts significantly short of 40% of “full funding.” A third set of states,
such as Utah and Mississippi, would receive amounts much greater than 40% of their
estimated total excess costs.*

Children with Severe Disabilities Often Are Expensive to Serve.
Congress acknowledged in 1975 that even though the average cost for a child with
adisability was about twice that of the average cost of educating other children, costs
were seen asranging from* 1.18 for achild with a speech handicap to 3.69 for achild
withaphysica handicap.”® That is, achild with a speech impairment was estimated
to be 18% more expensive to educate than a nondisabled child while a child with a
physical disability was estimated to be 269% more expensive. A widerange in costs

ZMoore, Patterns of Cogt, p. iv.
2|hid., p. 67.

#For example, New Jersey would receive about 25% of its estimated excess cost based on
State APPE cal culations while Utah would receive more than 60%.

%H.Rept. No. 94-332, p. 12. The Rand study based on 1977-1978 datafound arangein cost
of 1.36 times the average cost per child for children with speech impairmentsto costs nearly
six timesthecost for functionally blind children (Kakalike, Furry, Thomas, and Carney, Cost
of Special Education, p. vii). The DRC study also found substantial cost differences across
disability categories. (See Moore, Patterns of Cost, p. 85-91.)



CRS-19

certainly isstill truetoday. Moreover these higher cost students may not be randomly
distributed among school districts. For example, parentsof severely disabled children
may relocate to be near state-of-the-art medical facilitiesor to enroll their childrenin
school districtswith good reputations for serving particular disabilities. This means,
again, that an average cost factor (even within a state) may not represent a good
estimate of the real excess coststhat some school districtsface. Thusafunding level
of 40% of anational or state average excess cost may still leave some school districts
strapped for funds. On the other hand, school districts serving lower cost children
might find that the IDEA grant pays substantially more than 40% of the excess cost
for educating their children.

Table 3. Estimated Idea “Full Funding” Amounts Based on
State and National Average per Pupil Expenditures (APPE)

Estimated Estimated
Special ed. funding at 40% [funding at 40% | Difference between
students | State | of state APPE of national state and national

State 1998-1999 | APPE (in $000) APPE (in $000) APPE
New Jersey 210,114]$9,838| $826,841,000] $529,151,000 -36%
New Y ork 432,119] 9,598] 1,658,991,000] 1,088,248,000 -34%
Connecticut 76,740] 8,827 270,954,000 193,262,000 -29%
District of
Columbia 8,162| 8,685 28,355,000 20,555,000 -28%
Alaska 17,712| 8,601 60,936,000 44,606,000 -27%
Rhode Island 27,911] 8,325 92,944,000 70,291,000 -24%
Massachusetts 168,964| 8,064 545,010,000 425,519,000 -22%
Delaware 16,233| 7,656 49,712,000 40,881,000 -18%
Maryland 111,688 7,412 331,133,000 281,275,000 -15%
Pennsylvania 226,378| 7,409 670,894,000 570,110,000 -15%
Michigan 208,403| 7,330 611,038,000 524,842,000 -14%
\Wisconsin 116,328 7,318 340,515,000 292,960,000 -14%
V ermont 12,709| 7,166 36,429,000 32,006,000 -12%
Maine 34,294| 6,975 95,680,000 86,366,000 -10%
Oregon 69,919] 6,920 193,536,000 176,084,000 -9%
Illinois 283,698| 6,481 735,459,000 714,465,000 -3%
Indiana 146,559| 6,420 376,364,000 369,094,000 -2%
\West Virginia 49,934] 6,412 128,071,000 125,754,000 -2%
\Wyoming 13,333| 6,386 34,058,000 33,578,000 -1%
Minnesota 106,194| 6,365 270,370,000 267,439,000 -1%
Ohio 230,155| 6,275 577,689,000 579,622,000 0%
New
Hampshire 27,502| 6,240 68,645,000 69,261,000 1%
\Washington 114,144] 6,155 281,023,000 287,460,000 2%
Hawaii 20,551] 6,146 50,523,000 51,756,000 2%
Kansas 58,425| 6,069 141,833,000 147,138,000 4%
Nebraska 43,400] 6,043 104,906,000 109,299,000 4%
Montana 18,797| 5,847 43,962,000 47,338,000 8%
lowa 70,958] 5,806 164,793,000 178,701,000 8%
Kentucky 87,973| 5,746 202,197,000 221,551,000 10%
Florida 345,171| 5,731 791,270,000 869,279,000 10%
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Estimated Estimated
Special ed. funding at 40% [funding at 40% | Difference between
students | State | of state APPE of national state and national

State 1998-1999 |APPE (in $000) APPE (in $000) APPE
Colorado 75,134] 5,713 171,696,000 189,217,000 10%
Georgia 155,754| 5,665 352,939,000 392,251,000 11%
Missouri 131,565| 5,663 298,021,000 331,333,000 11%
\Virginia 153,716| 5,623 345,738,000 387,118,000 12%
Texas 486,749| 5,567| 1,083,893,000| 1,225,829,000 13%
California 623,651| 5,565| 1,388,247,000] 1,570,603,000 13%
Nevada 33,319| 5,429 72,356,000 83,911,000 16%
North Carolina 165,333| 5,367 354,937,000 416,375,000 17%
Louisiana 95,245] 5,209 198,452,000 239,865,000 21%
South Carolina 99,033| 5,204 206,147,000 249,405,000 21%
South Dakota 15,702| 4,929 30,958,000 39,544,000 28%
Oklahoma 80,289| 4,928 158,266,000 202,200,000 28%
North Dakota 13,181] 4,841 25,524,000 33,195,000 30%
Arizona 88,598| 4,819 170,782,000 223,125,000 31%
Idaho 27,553 4,808 52,990,000 69,389,000 31%
Alabama 99,813| 4,681 186,890,000 251,369,000 35%
Tennessee 128,273| 4,672 239,717,000 323,043,000 35%
New Mexico 52,113| 4,662 97,180,000 131,241,000 35%
Arkansas 59,110] 4,497 106,327,000 148,863,000 40%
Mississippi 61,778| 4,129 102,033,000 155,582,000 52%
Utah 55,252 4,049 89,486,000 139,147,000 55%
Puerto Rico 54,158| 3,105 67,264,000 136,392,000 103%
U.S. Totals 6,109,787]$6,296]|$15,583,969,000|$15,386,888,000 —

Source: CRS calculations based on unpublished datafrom NCES and Table AA1 from the Twenty-
second Annual Report to Congress on the Implementation of the Individuals with Disabilities
Education Act.

Possible Interim Steps or Alternatives to “Full Funding”

As Congress debates the level of funding for IDEA, there are various policy
options for providing interim steps to full funding or aternatives to full funding.
Although it is beyond the scope of this report to examine all policy aternatives in
depth, the following are brief overviews of possible alternatives.

Increase Funding for Prevention. Virtualy all the increase in IDEA
funding over the last few years has gone to Part B grants to states. Funding for
preschool programs for children with disabilities and for infants and toddlers with
disabilitieshasgrown at amuch slower pace. Most recently, FY 2001 funding for the
Part B grantsto states programs rose 27% over the FY 2000 funding while funding
for the preschool program remained level (at $390 million) and the infants and
toddlersfunding increased by about 2% (to $384 million). Increased funding for the
these programs could arguably decreaseincidences of some disabilities. For example,
Lyon and others argue that early intervention, if properly implemented, could
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ameliorate, if not prevent, reading learning disabilities.?® Reducing the numbers of
children entering school needing special education could significantly reducethe costs
to statesand LEAs.

Of coursesmply increasing funding for early interventionwill not ensurethat the
incidence of certain disabilities will decrease. Funding has to support effective
programs for this to happen. In addition, the full impact of early intervention on
reducing the costsof specia education (by reducing the numbersof childrenrequiring
specia education) will take years to achieve. In the meantime, states and LEAS
would continueto need to fund and provide specia educationfor those older children
who did not benefit from more intense early intervention.

Supplement Funding for Expensive Disabilities. Asnoted above, the
costs of providing specia education and related services vary greatly depending on
the nature of the disability. 1n some cases the requirements under IDEA to provide
afreeappropriate public education (FAPE) can be met at acost only somewhat above
the cost of educating anondisabled child. In other cases, providing special education
and related services can be several timesthe average per pupil expenditure. Insmall
or medium size school districts, the presence of even one severely disabled child can
strain the district’s budget because the district is legally obligated to provide afree
appropriate public education for that child. Supplementing funding to LEAS with
extremely high special education costs could lessen the burden on these districts.

Onedifficulty noted inthisapproachisdetermining which children’ scostswoul d
be considered and how much payments would be. One approach that Congress has
considered and enacted deals with certain LEAS educating children of parentsin the
military. As a supplement to funding under the Impact Aid Program, the Floyd D.
Spence National Defense Authorization Act for Fisca Year 2001 (P.L. 106-398,
Section 363) authorizes the Secretary of Defense to make payments on behalf of
certain children with severedisabilities. The determination of severity isbased onthe
cost of achild's educational and related services. If the LEA is paying for services
by another provider (for example, aprivate school placement), the cost must be “five
timesthe national or State average per pupil expenditure (whichever islower).” If the
LEA servesthe child, the cost must be at least “ three timesthe State average per pupil
expenditure.” Paymentswould be determined after taking into account state, IDEA,
and other fundsfor the child’ seducationand related services.?’ It isworth noting that
this approach could provide incentives to classify children with disabilities as more
severely disabled.

%See, for example, Fletcher, Jack M., and Reid G. Lyon. Reading: A Research-Based
Approachin What’ s GoneWrongin America’ sClassrooms, edited by Williamson M. Evers.
Hoover Ingtitution Press, 1998, p. 70.

Z'\Whileauthorizing thesesuppl ementary payments, the Act does not appear to providefunding
for these payments.
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Change the Calculation of “Full Funding”. As discussed above, the

appropriationand distributionof a‘full-funding’ amount based on the assumptionthat
specia education is, on average, twice as expensive as education for nondisabled
children might not solve the funding problems in dl the states and in all the LEAs.
Other discussed policy optionsinclude:

Change the full-funding premise by taking into account possible increases in
the costs of special education since 1975. Such a change would, of course,
make achieving “full funding” even more difficult because it would raise the
necessary amount from nearly $17 billion for FY 2001 to $20 billion or more
depending on what assumptions were used to adjust for cost increases.
Continue calculating the full funding total based on the national APPE but
distribute funds to states based mostly on population and poverty (as the
current formula does) even when the full funding level isreached. Thiswould
avoid any incentive to over-identify children with disabilities and target funds,
to some extent, based on a measure (share of school-age population in
poverty) of need and perhaps incidence of disability.

Determine and distribute full funding based on state APPEs rather than a
national average. Thisprobably would not significantly changetheoverall cost
of full funding but would gresatly change how funds are distributed among the
states — a potential political concern for Members of Congress.®

Formulas authorized under Title !, Part A of the Elementary and Secondary Education Act
(ESEA) for grantsfor disadvantaged children usemodified state APPES. For adiscussion of
the Title | formulas, see CRS Report RL30491, Education for the Disadvantaged: ESEA
Titlel Allocation Formula Provisions, by Wayne Riddle.



