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KI S FI RS Chairman Farrell, Chairman Kruger and other members of
the Legislature’s Fiscal Committees:

)
l I am Robert Lowry, Deputy Director of the New York State Council of
g School Superintendents.

The nearly 700 superintendents and other school district leaders we
serve respect the hard choices before you and Governor Paterson.

They face similar challenges for the communities they serve along
with you. They too must balance needs against resources, trying to
match what schoolchildren need with what taxpayers can afford.

Today I want to explain the choices school district leaders have been
making and the choices confronting them now in considering the state
aid cuts proposed for their schools in the Governor’s budget.

A year ago, both state and school leaders were contemplating some of
the same hard choices as now. Congress and President Obama
delivered a partial rescue in the form of the American Recovery and
Reinvestment Act, the federal stimulus plan.

That help from federal leaders enabled you to avert a steep cut in state
aid and hold Foundation Aid flat. We are grateful for their help and
yours.

At the local level, school district leaders then had to balance
competing pressures:

- From their local taxpayers and voters: avoid or hold down
property tax increases.

- From Washington: use the federal aid to save jobs and improve
education.

There was also our enduring imperative — to give every child an
education promising them the skills and knowledge they will need to
thrive in life beyond school.

School leaders did their best —

- Statewide, we had the lowest average school tax increase in seven
years, despite the smallest state aid increase in six years.

- At the same time, official statistics indicated that the primary
federal fiscal relief enabled New York schools to save or create
18,000 education jobs.
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Voters supported school leaders’
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permitted them to adopt without voter
approval. Nearly half proposed spending
increases below 2 percent.

While the federal stimulus aid did save jobs, we know that thousands of school jobs were still
cut. Over three-quarters of New York superintendents responding to a national survey reported
eliminating positions in their budgets for the current year.

There are probably as many different budget scenarios in the choices confronting school leaders
as there are districts. Superintendents serving poor communities expect the toughest choices.

For example, one superintendent leading a high need small city district put it this way,

“Last year we scrubbed the budget in an effort to reduce taxpayer burdens. We set as
a goal, do no harm to children and we were pretty much able to avoid direct impacts
on services to children. That drawer is now empty.”

A superintendent of a poor North Country district wrote,

“When I came here ... we were a district in need of improvement. Our test scores have
risen dramatically. I worry that we will have to dismantle the programs ... that have
made such a difference for our children. If this continues or gets worse after federal
stimulus, we will do great harm to children... The past two years and the next couple
will have the effect of totally undoing the CFE [Campaign for Fiscal Equity]
settlement. The return of extreme inequity is upon us.”

That last point is one of the most discouraging. The school finance reforms you enacted in 2007
were having a real impact. Equity in funding was improving, better programs were leading to
better results, and at the same time, the rate of local tax increases across the state had been cut
by half from three years before.
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Budget choices ahead
Even last spring, a universal theme from all districts was that budgeting choices were going to be
harder for the year ahead. Some of the reasons are identical to those facing you as state leaders:

- we cannot eliminate the same job or program a second time; and

- our pension costs are again surging in the aftermath of the stock market downturn.

Last year, spending in proposed school budgets rose by an average of 2.3 percent outside the Big
5 cities. But for the coming year, average school spending would rise by about 4 percent just by
applying the assumptions for salary, pension, and benefit cost growth used for state employees
in the Governor’s budget.

Under similar circumstances in 2003 — the last time School Aid was cut — school districts
proposed local tax increases averaging 10 percent. We don’t foresee that happening this year.
Instead, there will be more spending cuts.

One of my key points today is that school districts are uniquely democratic institutions, and that
status is one of the considerations shaping the choices school leaders would make to
accommodate potential state aid cuts.

Outside the five large cities, school districts must submit their operating budgets for voter
approval every year, a requirement not imposed on local governments. To win approval for
budgets, school leaders must satisfy the desires of parents whose support is essential, while also
respecting the tolerance for property taxes among all voters.

Because schools are democratic institutions, costs will be contained. That happened this past
year, even with the pressure to save jobs, and will again in the coming year, as carefully as school
leaders can within the constraints under which they operate.

Superintendents have not yet had much time to work with their boards and their communities
to weigh the cuts that might be needed to offset proposed state aid reductions. But most of the
superintendents who have responded to us so far say they expect their boards to aim for tax
increases similar to those proposed a year ago — usually no more than 4 percent, and often
lower. Most of those currently contemplating bigger tax increases serve poor communities
whose schools have little left to cut that is not mandated.

Hard to spare personnel and instruction from cuts
State aid and property taxes are the primary
revenue sources for almost all districts. So School spending -- by purpose
coupling state aid cuts with property tax Districts outside of New York City
restraint will force schools to make Maintenance &
programmatic reductions. [[anshor ation

Operations,

The nature of school spending makes it hard to
avoid cuts to personnel and instruction.
Measured by purpose, 74 percent of school
spending is for instruction. Measured by object
of expense, 70 percent goes to personnel —
salaries and benefits.
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SOURCE: NYSCOSS analysis of NYSED 2007-08 school district fiscal profiles
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Even before the threat of cuts in state aid became real, more districts were expecting to
eliminate jobs in their budgets for next year — 89 percent of the New York superintendents
responding to the national survey last fall expected to do so.

Virtually all the districts reporting to us since the state budget was proposed now expect to
eliminate jobs. In a few cases the reductions could be drastic — 5 to 10 percent of staff — if not
offset by significant tax increases.

School leaders will always try to avoid cuts that affect classrooms. Our motto, “Kids first — in
every decision” is a promise on our part, not just a request to you.

When we asked superintendents a year ago what steps they had been taking to cut costs,
conserving energy, reducing health insurance costs, and sharing administrative services with
neighbors all ranked well ahead of staffing reductions.

But as the need for cuts accumulates, it becomes impossible to spare personnel. School districts
have essentially no ability to unilaterally reduce personnel costs, except by cutting positions.

Pension costs are set by public retirement systems and salaries and other benefits are
determined through collective bargaining. Commentators implore boards to bargain harder
with the unions, but the nature of bargaining is that you always have to give something to get
something. Also, “step” increases guaranteed by the Triborough law typically drive up payroll
costs by around 2 percent, even when no collective bargaining agreement is in place.

The national survey I cited showed that New York superintendents who responded were four
times as likely to say that federal stimulus aid permitted them to save classroom jobs, as
opposed to administrative positions.

But there are practical limits to how much schools can cut from administrative and overhead
functions.

Schools have relatively few managers:

In fact schools have fewer managers relative #of employees per administrator

t th . tot 1 kf th t t . Information N 3.6

O their total workiorce than most enterprises. Public Administration s 4.4
Manufacturing IS 5.6

Spending on district administration averages Utilities e 5.7
only 2.2 percent in school systems outside _ Construction NN 6.5
. v Transportation & Warehousing
New York City; school building-level Health Care & Special Assistance
administration typically adds another 3 to 5 Elementary &Secondary Schools 15.2

percent. Source: Educational Research Service, Inc. Answering the Critics of
School Administration: What Are the Facts? (2005)

Think about a typical elementary school. It will commonly have two dozen or more classroom
teachers, plus physical education, music, and art teachers, classroom aides, a nurse, a librarian,
food service workers, custodians, secretaries and one administrator — the principal.

In small upstate districts, superintendents often wear many hats — CEO, CFO, instructional
leader, personnel director, transportation director, food service manager, student disciplinarian,
and sometimes even back-up bus driver.
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Schools are in the business of teaching and learning. That is where roughly three-quarters of
their spending goes and what most of their employees do. So again, when the need for cuts
accumulates, it becomes impossible to spare classroom personnel. That forces larger class sizes,
less extra help for students who need it, and fewer options for advanced classes.

How the state cuts are allocated
This year’s state budget would impose one big cut upon schools — the Gap Elimination
Adjustment, or GEA — and a relatively small number of other cuts.

The GEA would reduce total aid for most districts by between 4 and 14 percent, with cuts
generally scaled based on student need and district ability to pay. Low need districts tend to
face larger cuts as a percentage of aid but there are startling exceptions. Over one-third of below
average wealth districts would suffer double-digit percentage losses in aid.

Also, when the GEA is measured as a cut to the total district budget, or in terms of the tax
increase needed to offset it, the impact is generally much greater for poor districts.

For example, just to offset the GEA, the poorest 20 percent of districts would require tax
increases averaging nearly four times greater than those the wealthiest 20 percent would need
(15.8 percent vs. 4.0 percent).

The Governor proposes to freeze the Foundation Aid formula for another year and extend its
phase-in to 10 years. If the Executive Budget is enacted, we will be $4.2 billion below the level
promised in the Campaign for Fiscal Equity resolution. We support an effort to restart
implementation of the Foundation Aid formula, as the Regents recommend.

There are other cuts we oppose:

- Shifting $85 million in summer school-age special education costs from the state to school
districts;

- Shifting some preschool special education costs from counties to schools; and

- Redeploying State Police now serving as school resource officers.

All these actions would shift costs from entities with larger tax bases on to school districts,
which are also the only entities required to seek voter approval for their operating budgets.

Mandate Relief
Governor Paterson has also proposed a series of mandate relief initiatives. We support nearly
all of them.

Streamlining reporting requirements would save some clerical costs, but more importantly, it
would save leaders’ time for activities that can make a real difference for schoolchildren and
taxpayers, especially superintendents leading small districts with little help.

We support allowing districts to use Employee Benefits Accrued Liability Reserve (EBALR)
funds to offset state aid reductions, if not needed to pay for accumulated leave time for former
employees. We also support Comptroller DiNapoli’s proposal to give districts and local
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government a lawful means to save for retiree health insurance costs, which at least three-
quarters of the districts studied in the Comptroller’s EBALR audit were attempting to do.

Of course we support exempting schools from the Wicks Law, requiring the Education
Department to give greater consideration to the fiscal consequences of its mandates, and
adopting a moratorium on unfunded statutory mandates. We are also grateful for the policy of
Senator Oppenheimer and Senator Saland before her in assuring that the Senate Education
Committee does not report bills imposing unfunded mandates.

We also support the proposal to encourage regional student transportation systems. We favor
broader efforts to promote sharing of administrative and overhead functions through more
aggressive use of BOCES, Boards of Cooperative Educational Services.

On the other hand the Governor’s proposal to adjust the contingency budget cap does not offer
enough help. It would set the cap at zero, requiring districts to freeze spending if they are
unable to gain voter approval. But pension cost increases mandated by the state would alone
drive school spending up by 2 percent for many districts. Instead, we favor the proposal
sponsored by Assemblywoman Nolan and Senator Oppenheimer which would set the cap for the
next year at a figure tied to average consumer inflation over the past five years.

Altogether, however, the Governor’s proposals would not come close to offsetting the state aid
cuts he has proposed.

When we ask our members what they have done to control costs, few mention special education.
When we ask what the state could do to help them, many target that area. The discrepancy is
significant. It indicates that school district leaders feel their hands are tied by state mandates.
Other states produce better results for students with disabilities at far less cost to their
taxpayers. We should study their experiences and apply the lessons.

Finally, some of our members advise that the “55-25” retirement incentive promised in the Tier
V pension legislation could make a huge difference for their districts. But if prospective
participants wait until June or later to give notice of their intent to retire — as the bill now in
print would allow — the incentive would have little value in averting the need for school layoffs.

Conclusion
Again, we respect the hard choices before you and Governor Paterson in attempting to construct
a state budget. We will not minimize your challenges, please do not minimize ours.

The Governor suggests that schools have ample reserves to accommodate his proposed cuts. It
seems there is a tendency to look at schools through a funnel and miss the bigger picture. In fact
schools operate with far more limited “rainy day” funds than most enterprises.

Schools are allowed to maintain an unreserved, unappropriated fund balance of no more than 4
percent of their budgets. What is the limit for local governments? They have no percentage
limit; they are permitted to maintain a “reasonable” level. In fact, the average for town
governments in New York State in 2008 was over 20 percent.
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The Government Finance Officers Association recommends an unreserved fund balance of 5 to
15 percent of expenditures. So what schools are permitted as a maximum is less than what
experts deem adequate as a bare minimum.

More generally, we know that whatever you may do to improve upon the Governor’s proposed
budget, it will not be the end of hard times.

Comptroller DiNapoli warns of the funding cliff facing schools when federal stimulus aid expires
after this year. To be blunt, we are all heading for that same cliff, the state and the schools, and
exhausting all reserves now would send more schools over the edge sooner.

We are grateful for your past support. It has helped New York develop some of the finest public
schools anywhere, to provide better opportunities students with various disadvantages, and to
produce better outcomes for more students.

But we still have too far to go to deliver on our constitutional promise of a sound education for
all children. Cutting School Aid would put us further behind, especially in the poorest
communities, whose districts already struggle to offer the opportunities we would all insist upon
for our own children.

We all face difficult choices in the months ahead. The choices you make on the coming year’s
state budget can enable school leaders to give their voters better choices for the schoolchildren
and taxpayers they serve.
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