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SCHOOL SUPERINTENDENTS

Property tax relief has clearly become the hottest political issue in Albany. Governor Spitzer has
appointed a commission to study property tax burdens and declared that he will propose a property tax
cap. Property tax relief has been the top priority of State Senate Republicans for several years; they
have proposed allowing local voters to opt-in to a system to phase-out the residential property tax in
exchange for state funding of schools. Both Democrats and Republicans in the Assembly have
convened discussions on overhauling or replacing the property tax. Bills have also been advanced to
have the state reduce property tax pressures by taking over the costs of pension contributions or new
teacher compensation.

This document provides talking points on school cost and tax pressures and on the problems that
property tax caps would cause.

Impact of Current State Initiatives

e STAR Didn’t Fail -
STAR did result in lower local taxes. Statewide, local tax increases were close to flat during the phase-in
years. Since then, STAR has offset a continuing share of the local tax burden — without it, local property
taxes would be higher.
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Overall, the chart reveals a pattern: increases in local tax levy and state funding tended to mirror
each other, with tax increases smaller when state aid increases were greater, and vice versa.

¢ The school aid increase and property tax rebates in this year’s state budget did have
an impact —
This year’s state budget provided a record aid increase and $1.3 billion in property tax rebates. Those
actions had an impact. Statewide, proposed property tax increases were down significantly (averaging
3.8 percent). The rebates aren’t reflected in school taxes. When they are factored-in, some taxpayers
actually saw their tax burdens go down.
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Over the years, changes in state aid and local taxes have tended to mirror each other. Tax increases are
greater when state aid is lower and vice versa.

Over the past two years, the state-funded property tax rebates were paid directly to taxpayers and
were never received by school districts as revenue so they would not result in lower reported tax
rates.

School Costs

Costs Schools’ Struggle to Control —

In recent years, schools have struggled with the same costs as the rest of America — pensions, health
insurance, and energy. But schools have less latitude in controlling those costs than many other
organizations. Pension costs are set by the state. Health insurance costs are determined by providers and
collective bargaining. School districts can’t cut those costs on their own.
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Teacher and administrative costs are growing modestly —

Teacher salaries and administrative costs are prominent targets when school spending comes under
assault but they have actually been declining as a share of school spending. Central administration is a
tiny part of school spending, around 2 percent.

e Over the last 12 years, the median salary of
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e 2" Costliest Special Education System in the Country
A State Education Department review of the ways that our special education mandates diverge from
federal requirements filled over 30 pages.

Schools could save more than S1.3 billion for other uses — or for property tax relief — if the share of
personnel cost devoted to special education were reduced just to the national average.

THE COUNCIL and other education leadership
groups have struggled to persuade policymakers
to resist piling on more costly special education
mandates. But there appears to be little or no

recognition of how far New York diverges from Special Education Practices: Where New
practices elsewhere. A compilation of the ways in York Ranks Among the States
which state special education laws and regulations

diverge from federal requirements runs to 31 2" _Special education salaries as % of all
Dages. instructional salaries.

New York’s rate of classifying students into special

education is somewhat higher than the U.S. 3" - Ratio of special education personnel to
average but our approach to services drives costs students with disabilities.

much higher, as the box to the right suggests.
That higher spending is not producing markedly
better results — our graduation rate for students
with disabilities is below the U.S. average.

4™ - Percentage of special education
students in regular classrooms less
than 40% of week.

Schools could save more than $1.3 billion for
other uses — or for property tax relief — if the
share of personnel cost devoted to special
education were reduced just to the national
average. But all the legislative movement seems
to be in the opposite direction — witness this
year’s bill to assign schools the burden of proof in special education disputes and another intended
to comply with federal special education law that extended statutes of limitation for bringing
complaints and further complicated due process rules amid other troublesome new requirements.
A commission may be needed to build understanding that special education policy needs to change
and consensus on how to change it.

4™ - Percentage of special education
students served in separate schools.

One Response 7 Property Tax Caps

While the Commission appointed by Governor Spitzer is directed to study the root causes driving school
taxes — including unfunded mandates, he is not waiting for their analysis before prescribing a cure. The
Governor is calling for a property tax cap. Below are some observations about the harm property tax
caps could cause and why they are the wrong response.

e Governor Spitzer was right when he was a candidate. He said: “Albany should not impose arbitrary
spending caps that take decision-making power away from local voters. If the residents of a school district
want to use additional funding to improve their children's education, they should be permitted to do
so...we should instead find ways to make a high-quality education more affordable."

o New York already has a school spending cap. When school districts fail to gain voter approval for a
budget, most of their spending is limited by a cap tied to the inflation rate. No other organization gives
the public as many opportunities into decision-making or so much data on its performance as do New
York’s public schools.
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Caps on spending or taxes don’t change the demand for services — changes in general enrollment or in
students requiring special education or other extra help.

Caps do nothing do bring down costs that the state inflicts on schools — pension cost increases, mandated
obligations, and compensation costs that arise from collective bargaining laws that favor unions.

Caps put each community’s schools at the mercy of the state. If the state falters in its support for schools,
a community can’t act to preserve its schools, even if it wants to.

Caps tend to lock-in existing disparities. As a result, they are most likely to hurt school districts in poor
communities. In many districts, a 1 or 2 percent tax increase raises no more the amount of a single
teacher’s pay, if that. Other districts can cover more costs within the same percentage cap.

Caps have had disastrous effects on school quality in some states. California’s education system is said to
have gone from “first to worst” after Proposition 13.

New York has a strong public education system, it’s one of the state’s competitive advantages. We lead
the nation in Advanced Placement participation. We’re outpacing most states in closing achievement
gaps. Year after year, we dominate Intel’s Science Talent Search. This year, New York students account
for more than a third of the national semi-finalists. State policymakers should avoid short-term actions
that will cause long-term damage.

Cost Containment

It is certainly possible to make economies in school district spending without affecting the quality of
educational programs as the list below illustrates. But none of these savings can be achieved without
changes in current state laws.

1.

Functional consolidation through BOCE®ermit BOCES to act as a more entrepreneurial public
agency by offering services to school districts, but also to other municipalities such as towns and
small cities:

- Shared payroll processing

- Shared purchasing

- Shared technology purchasing/consulting/maintenance
- Internal Audit Functions

- Transportation — One BOCES estimated that they could save $1 million (over 5%) by
coordinating transportation and letting a single contract.

State Financed Health InsuranceHaving the state assume the costs of health care for school
employees would have a number of cost-saving advantages:

- Aligns payer with dedion maker-- Legislators would be forced to pay directly for the costs of
sweetener legislation rather than passing the costs along to the districts.

- SinglePayer Savings As the current experience in Buffalo demonstrates ($10 million a year
saved by the City, $25 million a year saved by Erie County), there is a great deal of money to
be saved in health insurance by streamlining offerings.

- Removes issue from bargaining tabteManagement would be able to concentrate on salaries,
working conditions, and management prerogatives.
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No one in New York State government has put forward ideas to rein in health insurance costs.
Pennsylvania’s governor recommended putting all school employees under one health insurance
plan.

Have State Assume Pension CosfBension enhancements enacted at the height of the markets’
“Irrational exuberance” were estimated to have cost TRS between $2 and $4 billion, funds which
have since had to be made up by school districts. Having the state assume pension costs:

- Shields districts from volatility in contribution rates.

- A state takeover of pension costs would have the side benefit of forcing the state to assume fiscal
responsibility for its choices when it enriches benefits, presumably restraining future growth.

- A “tier 5” would restore employee contributions for new hires past their first 10 years of service.
Whatever the merits of these ideas, the immediate savings is apt to be limited.

Require further energy savingsThe SMEC in Erie 1 BOCES (School-Municipal Energy Cooperative)
has saved over $6 million in energy costs. A SMEC at BOCES in the Syracuse area has achieved
similar savings.

Special Educatioq Offer services to children consistent with national averages and Federal
requirements. A State Education Department analysis of the ways in which New York exceeds
Federal special education requirements runs to 31 single spaced pages. While New York leads the
nation costliness of service, it is impossible to quantify the net impact of all these additional
mandates. However, , even if NYS cut $1.3 billion per year in special education spending it would
only drop to the national average (even after accounting for higher regional costs).

Coordinate social services delivegyBecause social services are county-controlled and school districts
are not co-extensive with counties, coordination of services is almost non-existent. There is an
opportunity to serve children far better (and save long term remediation costs through prevention)
by using BOCES to coordinate services with Counties for the school districts within their
boundaries.

Level the collective bargaining playing fiedThe Taylor law specifically prohibits school districts from
sharing information about their collective bargaining strategies. The union has no such prohibition.
As a result, they can play districts against one another through regional negotiations strategies.

Consolidate school district debt servieglf the state aggregated all of the existing school district debt
and refinanced it over longer periods, it could lower annual costs to schools and to the state.
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Impact of State Efforts

o STAR did result in lower local taxes. Statewide, local tax increases were close to flat during the phase-in years.
Since then, STAR has offset a continuing share of the local tax burden ¢ without it, local property taxes would be
higher.
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go down.

e Over the years, changes in state aid and local taxes have tended to mirror each other. Tax increases are greater
when state aid is lower and vice versa.

School Cost Pressures

¢ In recent years, schools have struggled with the same costs as the rest of America ¢ pensions, health insurance, and
energy. But schools have less latitude in controlling those costs than many other organizations. Pension costs are
set by the state. Health insurance costs are determined by providers and collective bargaining. School districts
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o Teacher salaries and administrative costs are prominent targets when school spending comes under assault but
they have actually been declining as a share of school spending. Central administration is a tiny part of school
spending, around 2 percent.

o A State Education Department review of the ways that our special education mandates diverge from federal
requirements filled over 30 pages.

¢ Schools could save more than $1.3 billion for other uses ¢ or for property tax relief ¢ if the share of personnel cost
devoted to special education were reduced just to the national average.

Property Tax Caps
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that take decision-making power away from local voters. If the residents of a school district want to use additional
funding to improve their children’s education, they should be permitted to do so...we should instead find ways to
make a high-quality education more affordable."

o New York already has a school spending cap. When school districts fail to gain voter approval for a budget, most of
their spending is limited by a cap tied to the inflation rate. No other organization gives the public as many
opportunities into decision-making or so much data on its performanceasdob S ¢ |, 2 NJ Q& LJzof A O & OK
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requiring special education or other extra help.

o Caps do nothing do bring down costs that the state inflicts on schools ¢ pension cost increases, mandated
obligations, and compensation costs that arise from collective bargaining laws that favor unions.
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o Caps tend to lock-in existing disparities. As a result, they are most likely to hurt school districts in poor
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that. Other districts can cover more costs within the same percentage cap.
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national semi-finalists. State policymakers should avoid short-term actions that will cause long-term damage.



