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In May 1996, the Legislative Audit Commission directed us to eval uate selected aspects of
specia education in Minnesota, focusing particularly on overall costs, approaches to cost-
control, and the impact of state and federal regulations.

Minnesota school districts spent about $693 million on special education servicesin fiscal
year of 1995. We found that over the last two decades, the percentage of all students
receiving special education services has risen from 7.4 to 10.9 percent. In addition,
specia education expenditures have risen about twice as fast as total education spending
since 1988, and the state now spends about twice as much to educate students who
receive special education services than those who do not.

We also found that Minnesota’ s special education regulations are more extensive and
more specific than required by the federal government and that the state provides special
education to a broader array of students than federally required. We examined several
approaches currently used by school districts to control costs or improve services, and we
suggest alternative funding methods that might help to keep costs down while ensuring
that students' needs are met.

Our report was researched and written by Marilyn Jackson (project manager). Daniel
Jacobson, and Jo Y os, with the assistance of Amy Zimmer and Lilja Dandeske. We
received the full cooperation of the Minnesota Department of Children, Families &
learning. We are also grateful for the assistance from the state’ s special

education directors and teachers, parents, and school district administrators.
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SUMMARY

dren. The Legidature enacted its special education program in the

1950s, more than 20 years before Congress mandated a free, appropri -
ate puniic education for every child. There is widespread agreement that, because
of theseinitiatives, policy makers accomplished the major social goal of ensuring
that children attend school regardless of disabilities.

M innesota has a longstanding commitment to public education for all chil -

Special education policy initially focused on the mechanics of the system,
for ex -ample, identification of eligible children and the responsibilities of
federal, state, and local governments. As the system has evolved, policy
makers increasingly have turned their attention to the results, costs, and
problems associated with spe -cial education. In April 1996, the Legislative
Audit Commission directed us to study special education and to focus on
the following questions:

e How much does special education cost? How doesthetotal cost per
child for special education compare with regular education?

» What accountsfor theincreased cost and use of special education over
time? How hasthe population of special education students changed?

* What doesthe federal government require of school districts? What
additional requirements hasthe state imposed on school districts?

* What more could be doneto contain special education costs? How
could laws, rules, and practices be changed to encour age greater
economy and efficiency?

To answer these questions, we collected data and interviewed staff from the De -
partment of Children, Families & Learning and the U.S. Department of Education.
We reviewed the work of two legidatively mandated special education task forces
and visited school districts where we saw special education services delivered first -
hand. Our study included a detailed comparison of federal and state laws and
rules, correspondence with special education interest groups, research on other
states special education funding methods, and a survey of the state's special edu -
cation directors. We did not evaluate how well the Department of Children, Fami -
lies& Learning regulates special education, potential variationsin school districts
use of statewide special education criteria, the quality of special education serv -
ices, nor the outcomes of those services.
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Overall, we found that Minnesota school districts spent $1.1 billion, or about 21
percent of their total budget, on specia education studentsin fiscal year 1995.

This amounted to $12,100 per specia education student, or about 2.1 times the
cost per regular education student Between 1988 and 1995, schooal districts' total
expenditures rose 11 percent compared with 22 percent for specia education serv -
ices, after adjusting for inflation and increased student enrollment. The mgjor rea -
son for increased special education spending was a decline in the number of

special education students per staff member, particularly aides and support staff.

Although Minnesota provides specia education for students besides those that the
federal government requires, we found that the state's percentage of special educa -
tion studentsis dlightly lower than national and regional averages. State laws and
rules have recently been revised, partly to relieve local districts' administrative
burdens, but state and local policy makers could take additional stepsto contain
costs and make special education more efficient.

SPECIAL EDUCATION POLICIES

Specia education policy in Minnesotais based on federa law, particularly the In
dividuals withDisabilities Education Actof 1975. The act defines disabilities, es -
tablishes identification procedures and service plans, and gives parents and
students special legal rights. States establish eligibility criteria, monitor anden -
force local compliance with special education laws and rules, and arrange for dis -
pute resolution. In fiscal year 1995, federal categorical aid paid about 6 percent of
the cost of designated special education services, state categorical aid 37 percent,
special education property tax levies 17 percent, and school districts general
funds about 40 percent.

Federally required individual education plans specify in detail how school districts
must individually serve each child who is assessed and found eligible for special
education. A case manager and team of educators carry out various parts of the
plan, which includes specific goals and objectives. Parents play amajor rolein de -
veloping and revising such plans but have no formal obligation to help with their
children's education.

A guiding principle of special education is that students must receive servicesin
the least restrictive environment, that is, alongside their nondisabled peers as
much as possible. In this context, education is broadly defined to include nonaca -
demic activities such as lunch, recess, study skills, making friends, and other ac -
tivities where learning may occur. Academic learning objectives vary depending
on the students' individual abilities, regardless of their age or grade in school.
Typicaly, the students advance annually from one grade to the next, but they may
remain as high school seniorsif necessary until age 22.
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NATIONAL CONTEXT

Policy makers have for the past several years sought better, less expensive ways to
provide special education. Last fell, Congress debated the issue but failed to reach
agreement needed to reauthorize the Individual s with Disabilities Education Act.
Although the basic outline of special education is not expected to change when the
act is reauthorized, the U.S. Department of Education has proposed amendments
that would put greater emphasis on student performance. * Another proposed
change, which passed the U.S. House of Representativesin modified form, would
be to base federal funds on the total number of children per state, rather than the
number of special education students. In addition, federal proposals would encour -
age school districts to use regular education more effectively and rely less on spe -
cial education.

STUDENTS

Infiscal year 1996, Minnesota's public schools provided special education to

about 101,000 students, or 10.9 percent of Minnesota's total elementary and second -
dary school enrollees. Each student is categorized with one of 13 primary disabili -
ties, although they may also receive services for other problems. Overall:

« Just over half of Minnesota's special education students had
learning disabilities (38 percent) or emotional/behavioral
disorders (17 percent) in fiscal year 1996.

Another 19 percent of the students were in special education primarily because of
speech or language impairments. Ten percent had some degree of mental impair-
ment, also called menta retardation, and 9 percent had developmental delays or
learning problemsin early childhood. The remaining 8 percent of special educa -
tion students were in seven low-incidence categories of disability: hearing, physi -
cal, and visual impairments, autism, traumatic brain injuries, deaf-blindness, and
other health impairments.

Although the federal government defines various disabilities, states can expand
upon these definitions and adopt criteria to determine which specific children qual -
ify for special education. We found that:

« Minnesota makes special education available to a broader
population than is required by federal law.

For example, Minnesota allows special education for students who may only have
behavior problems. It isimpossible to say how many special education students

1 According to the U.S. Department of Education, the educational achievement, postsecondary
school attendance, and employment rate of students with disabilities are all less than satisfactory, es-
pecially for students with learning disabilities and emotional disorders. See U.S. Department of Edu-
cation, Individuals with Disabilities Education Act Amendments of 1995 (Washington, D.C., August
29,1995).
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have either or both behavioral and emotional problems, but the federal govern -
ment does not require special education for students who have behavior problems
but not "serious emotional disturbances. " In addition, Minnesota provides special
education to children ages 3 through 5 who have developmental delays, for exam -
plein walking, although the federal government requires only that states serve
children of this ageif they have physical or mental disabilities. Also, Minnesota
provides special education for infants and toddlers through age 2 if they have iden -
tifiable physical or mental conditions or developmental delays. The federal gov -
ernment does not require any special education for infants and toddlers.

Despite Minnesota's broader spectrum of special education students, our study
showed that

e Infiscal year 1995, Minnesota's per centage of special education
studentswas dightly lower than other Midwestern statesand the
nation asawhole.

We estimated that 10.7 percent of Minnesota's public and private studentsre -
ceived special education servicesin 1995, compared with an average of 11.2 per -
cent for the nation. Because states adopt various eligibility criteria, caution must
be taken in state-to-state comparisons. However, we found an overall average rate
of 11.2 percent of studentsin special education in ten Midwestern states. Of these
states, five had higher rates than Minnesota, and five had lower rates.

ENROLLMENT TRENDS

The number of specia education students in Minnesota rose 43 percent, from
70,765 in fiscal year 1977 to 100,931 in 1996. To adjust for enrollment changes
over this period, we calculated the percentage of special education students among
all school enrollees and found:

* The percentage of special education studentsincreased from 7.4
percent in fiscal year 1977 to 10.9 per cent in 1996.

More than half of this growth occurred in the late 1970's as the federal Individuas
with Disabilities Education Act took effect. Between fiscal years 1977 and 1980,
Minnesota's percentage of special education students rose from 7.4 to 9.4 percent.
Over the next 16 years, the percentage grew much more slowly, from 9.4 in 1980
to 10.9 percent in 1996.

Our study revealed that 91 percent of the initial growth in the special education
population between 1977 and 1980 was due to an increase in the number of stu -
dents with learning disabilities, which were then just gaining widespread recogni -
tion. Between 1980 and 1996, 93 percent of the increased population of specia
education students was due to increased numbers of students with emotional/be -
havioral disorders.
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COST PER STUDENT

The cost of educating special education students varies greatly and includesregu -
lar education, transportation, and all of the usual costs of public education besides
special education services and equipment Considering all of these costs, we esti -
mated:

« Onthe average in fiscal year 1995, Minnesota public schools
spent about 2.1 times as much on special education students
($12,100) as on regular education students ($5,800).

Our method of estimating the cost of special education per student was similar to
but more conservative titan that used in national research. Studies over the years
have shown that schools have spent 1.9 to 2.3 times as much on special education
students compared with regular education students.

Of course, average figures mask extremely low- and high-cost cases, and thereis
great variation from one student to the next although both may have the same type
of disahility. Unfortunately, existing data did not permit us to estimate the median
or range of costs per student nor cost figures for students within the state's 13 dis -
ability categories.

A little more than half of the $12,100 per-student estimated cost of specia educa -
tion was for services specifically designated for special education. Another 15 per
cent of the per-student cost was for the students' instruction through regular
education, and about 8 percent was for the students' transportation. Overall, we es -
timated that:

* Special education students accounted for about 21 per cent of school
districts' total expendituresin fiscal year 1995.

SPENDING TRENDS

In raw numbers, spending designated for special education services rose from

$396 million in fiscal year 1988 to $693 million in 1995. During the same time
period, the index of state and local government inflation rose by 26 percent, and to -
tal school enrollment increased 13 percent. After correcting for inflation and en -
rollment growth, we found that:

» Between fiscal years 1988 and 1995, spending designated for special
education increased by 22 percent in constant dollarswhiletotal
education spending increased by 11 percent

2 Mary T. Moore, E. William Strang, Myron Schwartz, and Marie Braddock, Patternsin
Special Education Service Ddlivery and Cost (Decision Resources Corporation Washington,
D.C., 1988), and Stephen Chaikind, Louis C. Danielson, and Marsha L. Braven, "What Do We
Know about the Costs of Special Education: A Selected 'Review, "Journal of Special Education
26(4) (1993): 344-370.
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Looking at changes overtime in the type of specia education services that school
districts provided between 1988 and 1995, amost half of the increased spending
was related to emotional/behavioral disorders. Over the same time period, the
population of special education students with emotional/behavior disorders rose
by 42 percent. All of the specifically designated |ow-incidence disability services
together accounted for about 16 percent of the spending increase between 1988
and 1995.

REASONS FOR INCREASED SPENDING

Existing, comparable data allowed us to analyze the trend in spending since fiscal
year 1988, but only for services specifically designated for special education. We
also determined the amount of increase in the cost of these services that was due
to changes in the student population, student-staff ratios, staff salaries, and other
objects of expenditure. The results showed:

* A declining number of students per staff explained about 66 per cent of
the growth in spending on designated special education services
between fiscal years 1988 and 1995, after adjusting for inflation and
enrollment growth.

Overdl, there were 6.6 special education students per staff member in 1988 com -
pared with 5.2 in 1995. The staff increases were mainly for aides and support

staff rather than teachers or administrators. Another 11 percent of the increased
spending was due to the increased population of special education students. Addi -
tional factors included equipment, supplies, and miscellaneous (8 percent), special
transportation services (8 percent), and fringe benefits (5 percent). However, our
analysts showed that staff salaries had a negligible effect on increased spending

for special education services over the 1988-95 time period.

Other hard-to-measure factors may also have affected the trend in special educa -
tion spending. Among them could be the increased frequency of litigation, the
state's deinstitutionalization policy, demographic changes, social change, high
technology, medical advances, parents heightened awareness of special education,
and changes in regular education.

SPECIAL EDUCATION SPENDING IN 1995

To estimate the total amount of spending on special education students, we added
the amount specifically designated for specia education services to the estimated
cost of regular education services used by special education students. Results
showed:

» Duringfiscal year 1995, Minnesota school districts spent
approximately $1.13 billion for special education students, including



SUMMARY

Statesare
constrained by
federal law, but
they can set
broader
eligibility
criteria and
impose special
requirements
on school
districts.

XV

$693 million that was designated for special education servicesand
$432 million for regular education and indirect services.

Nineteen percent of the $693 million was for services to help with learning dis -
abilities, 18 percent for emotional/behavioral disorders, 17 percent for mental im -
pairments, 9 percent for speech/language impairments, and 8 percent for early
childhood special education. Hearing, visual, physical, and other health impair -
ments, autism, and traumatic brain injuries collectively accounted for about 8 per -
cent of the $693 million. Another 20 percent of this amount was for special
transportation, special education administration, and services used by students
with any category of disability.

STATE VERSUSFEDERAL REQUIREMENTS

Generally speaking, the federal government provides the framework for each
state's system of special education. Federal requirements involve basic eligibility,
legal protections, individual education plans, services that may be needed, and the
settings where special education can occur. States follow these requirements as a
condition for receiving federal funds. They are free to define unique populations
of special education students but must ensure local compliance with laws and
rules.

We compared the federal requirements under the Individuals with Disabilities
Edu -cation Act to the requirements placed on school districts by the state.
We found more than 50 ways in which Minnesota laws and rules differ from
or are more spe -cific than federal requirements. Of these differences, the
most significant was pre -viously mentioned, namely that Minnesota makes
special education available to a broader population than is federally required.
We found also that:

¢ Minnesota imposes mor e administrative tasks and deadlines on special
educatorsthan the federal government.

For example, state regulations call for at least two instead of one annual meeting
to discuss students' individual education plans. Another example isthe statere -
quirement for districts to assess all students within 30 school days of parent con -
sent and to produce a written summary of assessment results for all students who
are assessed. Thereis no federal deadline for completing assessments, which
must be summarized only for students tested for learning disabilities (38 percent
of Minnesota's special education students are classified as learning disabled). In
addition, the state, but not the federal government, requires a written summary for
some individual studentswho no longer need special education.

Such reguirements may make special education in Minnesota more expensive than
necessary, but the opposite could also be true. Through the additional meetings,
for example, education plans might be improved, misunderstandings avoided, and
compliance with federal rules enhanced. And documentation is critical in the
event of litigation, which we found has increased. In general, the specia educa -
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tion system is fraught with paperwork and regulation because (1) awritten planis
the basis of every student's special education, and (2) parents have due process
rights that the state and federal government must ensure.

One distinction between state and federal requirements that may or may not help to
hold down future increases in specia education spending isthat Minnesotare -
quires regular teachersto try two different approaches to help students before send -
ng them to be assessed for special education eligibility. Federa regulations do

not place such requirements on regular teachers although the U.S. Department of
Education has recommended greater reliance on regular education to help students
with learning difficulties. It isimpossible to say whether this difference between
state and federal regulations has any relationship to Minnesota's somewhat low
percentage of specia education students compared with other Midwestern states.

LOCAL CONCERNS

Specia education directorsin our survey identified various aspects of special edu -
cation that, in their opinion, waste school districts money. One such concernin -
volved the state's criteria for determining students' eligibility for special

education. The directors and others have questioned the clarity and precision of

the criteria, particularly for emotional/behavioral disorders, learning disabilities,
and other health impairments which include attention deficit and hyperactivity dis -
orders. A task force recommended changes to the criteria, but the Legislature has
not yet responded.

Another area of the directors' concern was the state's many specific deadlines and
administrative requirements to ensure due process for students and parents. For
example, Minnesota and not the federal government requires administrative hear -
ings within 30 days of parents request. Directors also were concerned about ad -
ministering the state's due process requirements because:

» Legal disputesbetween parents of special education students and
school districtshaveincreased in the past few years.

We found 32 formal complaintsin fiscal year 1990, or arate of 39 per 100,000
special education students, compared with 68 complaintsin 1995, arate of 70 per
100,000. There were 7 administrative hearings in 1995 compared with amaxi -
mum of 4 per year between 1990 and 1993. In addition, parents and districts can
pursue disputes through hearing reviews, conciliation conferences, mediation, and
state or federal court.

LOCAL INNOVATIONS

We asked specia education directors statewide whether they have adopted any
new practices or procedures to help contain special education costs or improve
services for parents and students, Most of the special education administratorsin



SUMMARY XVii

our survey said that they have recently taken stepsto try to contain special educa -
tion costs or improve services.

L The directors mentioned many specific innovations that fell into afew genera
School districts strategies. These were to use staff more efficiently, adhere more closely to laws
have taken and rules, reexamine local policies and practices, coordinate services with other
many stepsto agencies, and obtain third party reimbursement for providing health-related serv -
contain costs. ices. Our study showed that about 20 percent of school districts obtained third
party payments in the past few years.

Some of the school districts have made a concerted effort to improve special edu -
cation through experimental programs. Among school districts now running such
programs arc Minneapolis, St. Paul, St. Cloud, Elk River, and White Bear Lake.
The main focus of the experimental programsis to better serve students who have
or arelikely to develop learning disabilities or emotional/behavior disorders.

Unfortunately, because of limited participation and the recent implementation of
most of these programs, it isimpossible to judge overall results. However, the St.
Paul district's "prevention” program has been the subject of evaluation since it be -
gan in 1990, and results suggest that it has reduced teachers administrative time,
improved students' mam and reading skills, and reduced the rate of referralsto spe
-cial education. In general, the prevention program allows the district to provide
specialized instruction to low-performing students without first finding mem for -
mally eligible for specia education.

STATE FINANCING OF
SPECIAL EDUCATION

About two-thirds of all states have recently tried or succeeded in changing the
way that they finance specia education. Most have tried to contain rising costs by
removing fiscal incentives for districts to identify students as disabled or place
them in more expensive, restrictive settings.

States generally use one of four funding approaches, each of which has strengths
Minnesota uses and weaknesses. These are; flat grants, percent reimbursement, resource based,
acom p| ex and pupil weighting systems. The 11 states using the flat grant approach appropri -
fundi ng ate a fixed amount of special education funding per student based on either total
method that enrollment or special education enrollment. Ten states, including Minnesota, use

a percent reimbursement approach where funding is based on a certain percentage
a(_jds_to ) of expenditures. Ten other states use aresource based system in which funding is
districts based on resources allocated to special education, such as teachers or classroom
paperwor Kk units. The remaining states use pupil weights where special education students
burden. generate various multiples of the amount allowed for regular students.

The easiest to administer is the flat grant approach, which pegs funding to student
enrollment but in practice provides special funding for high-cost cases. When
based on total enrollment rather than special education enrollment, the flat grant



XViii

State and local
policy makers
could do more
to contain
special
education costs
and improve
Services.

SPECIAL EDUCATION

approach also has the advantages of (1) disbursing a predictable level of funding,
and (2) neither discouraging nor encouraging districts to place students in special
education. In contrast, the percent reimbursement, resource based, and pupil
weighting approaches are complex and may create incentives to identify special
education students and serve them in more expensive settings.

States also differ in the degree of flexibility they give school districtsin spending
special education dollars. About half the states, like Minnesota, generally restrict
special education funding to programs for students who are formally eligible. The
remaining states allow districts some latitude to spend money on students who
may not have been formally assessed for special education. For example, school
districtsin Vermont can spend special education aid on remedial or compensatory
instruction for regular education students. Besides recognizing local control, such
flexibility can help to reduce paperwork and discourage school districts from un-
necessarily placing studentsin specia education.

Overall, our examination of special education funding policies suggested that Min -
nesota's policies are more restrictive and burdensome than some other states. With
minor exceptions, school districts are reimbursed only for services provided

to special education students. Also, Minnesotas reimbursement-based funding
formula requires its own accounting system and lacks clear incentivesto contain
long-term spending.

CONCLUSION

State policy makers have done much to encourage economy, efficiency,
and ex -perimentation in local delivery of special education. The
Legislature has commis -sioned task forces, authorized experimental
programs, amended laws, changed the special education funding formula,
and required the Department of Children, Families & Learning to give more
help to school districts. Most districts have also taken steps to contain
costs and make the system run more smoothly. Among other steps that the
Legislature could take to help districts contain future costs and improve
special education services are to act upon task force recommendations,
give districts greater administrative freedom in delivering services and
spending money, continue to encourage the use of regular education and
other alternatives to special education, and adopt a simpler funding
system.
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n May 1996, the Legislative Audit Commission directed our office to evaluate

selected aspects of special education in Minnesota. According to state law,

“Every school district shall provide specia instruction and services, either
within the district or in another district, for children with a disability who areresi —
dents of the district and who are disabled.” *

Specia education policy in Minnesotais grounded in both state and federal law.
The federal Individuals with Disabilities Education Act (IDEA) provides fundsto
participating states to help ensure that all children with disabilities receive a free
and appropriate education, as set forth by individual education plans. ? It mandates
that children with disabilities be served in the |east restrictive environment, which
means that special education students should receive services with nondisabled
peers to the extent possible. The act aso establishes due process procedures for
parents to help ensure that their children get appropriate special education services.

We were asked to look at special education for three main reasons. First, special
education represents a significant and growing portion of state spending for educa -
tion. As such, legislators and other policy makers are interested in ensuring that
specia education funds are spent wisely. Second, local administrators are faced
with many demands on their general education funds, including paying for specia
education services that are not reimbursed by the state or federal government.
This has led to some tension on the local level as different education programs
compete for limited resources. Third, legislators in Minnesota and across the na -
tion are concerned about the quality, price, and outcomes of education in general
and special education in particular, now that 20 years have passed since the federal
government enacted IDEA.

When Congress enacted its first major pieces of legislation dealing with special
education, policy makers and advocates focused on establishing categories, proce -
dures, standards, and safeguards to help ensure that children receive afree, appro -
priate public education regardless of disabilities. The fact was that unknown
numbers of children had been kept at home or in institutions. Now that thereis
widespread agreement that amajor objective of IDEA has been accomplished--to
publicly educate all children-policy makers' attention has turned to results, costs,

1 Minn. Sat. §120.17. 2
2 P.L.94-142.
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and needed changes.® Thus, our evaluation of special education addresses the fol -
lowing questions:

* How much does special education cost? How doesthetotal cost per
child for special education compare with regular education?

e What accountsfor theincreased cost and use of special education over
time? How hasthe population of special education students changed?

*  What doesthefederal government require of school districts? How
have state policy makers chosen to differ ?

« What more could be done to contain special education costs? How
could laws, rules, and practices be changed to encourage greater
economy and efficiency?

To answer these questions, we collected data and interviewed staff and consultants
from the Department of Children, Families & Learning and the U. S. Department
of Education. We surveyed the state's special education directors, corresponded
with parents and interest groups, consulted with special education experts, andre -
viewed state and federal laws and rules. In addition, we visited school districts
throughout Minnesota to see firsthand how special education services were deliv -
ered to students and met with teachers and administrators.

Our study did not evaluate the regulatory activities of the Department of Children,
Families& Learning. Neither did we evaluate potentia variation in school dis -
tricts use of special education criteria as we did in our 1984 report, the quality of
special education services that school districts provide, nor the effectiveness of
those services. Finally, we did not evaluate the nature or extent of special educa.-
tion services that are sometimes provided outside school settings, for examplein
court-ordered treatment facilities. The Legislature's 1995 special education task
force recommended rule changes to address problems in this area along with dligi -
bility criteriaand other items.

Instead we focused on providing decision makers with descriptive information
that they can use in making policy decisions about special education. We further
focused on matters that are within state and local rather than federal control.
Through our study, we identified a number of measures that could make special
education more economical and efficient.

3 According to the U.S. Department of Education, the educational achievement, postsecondary
school attendance, and employment rate of students with disabilities are all less than satisfactory, es -
pecially among students with learning disabilities and emotional disorders. See U.S. Department of
Education proposal, Individuals with Disabilities Education Act Amendments of 1995 (Washington,
D.C., August 29, 1995).

4 Thefederal government completed an evaluation recently. See U.S. Department of Education,
1994 Review of the Minnesota Department of Education's Implementation of Part B of the Individu-
als with Disabilities Education Act (Washington,D,C.,December 1994). The report indicates that
the department failed to correct two deficiencies that had been identified in 1991. One was to ensure
that school districts take corrective actions when needed, and the other was to resolve complaints
within 60 days.

5 Office of the Legislative Auditor, Evaluation of Special Education (St. Paul, 1984).



INTRODUCTION

This report has three chapters. Chapter 1 summarizes special educationin Minne -
sota, describes special education students and services, estimates the cost of spe -
cial education per student, and analyzes spending increases over time. Chapter 2
describes the legal requirements that school districts must meet in serving special
education students and identifies areas where Minnesota laws and rules differ

from those of the federal government Finally, Chapter 3 recounts changesand in -
novations that school districts and other states have adopted and suggests addi -
tional ways to contain costs and improve special education in Minnesota.



Students and Spending

CHAPTER1

cation Act (IDEA), which provides federal funds to help states provide afree

and appropriate public education to students with disabilities. Previously,
Minnesota had provided special education to students with disabilities, but the fed -
eral law formalized the process of specia education and imposed new standards on
school districts. Also, the Minnesota Department of Education (now the Min -
nesota Department of Children, Families & Learning) became responsible for
monitoring and enforcing special education standards statewide. Recently, policy
makers have become increasingly concerned about the cost of special education.

I n 1975, the federal government enacted the Individuals with disabilities Edu -

This chapter provides background information on the history and funding of spe -
cial education in Minnesota, describes special education students and services, es -
timates the cost of special education, and examines trends in specia education
since the federal law took effect in 1977. We asked:

« How hasthe population of special education students changed over
time? How do special education students compare with other
students?

e Overall, how much did special education cost in fiscal year 1995? How
was the money spent?

* What wasthe cost per student to educate special education students?
How does this cost comparewith regular education?

* How have special education expenditures changed over time, after
adjusting for inflation and enrollment growth? What factor s account
for the changes?

To answer these questions, we collected data from the Department of Children,
Families & Learning, reviewed national studies on the cost and incidence of spe -
cial education, and interviewed state agency and school district officials. Weesti -
mated the most recent year's total spending on specia education students and
analyzed the trend in spending for special education services between fiscal years
1988 and 1995. We examined trends in Minnesota's specia education population
over the past 20 years.
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SPECIAL EDUCATION

Overall, we found that the percentage of students served by special education has
grown from 7.4 percent in fiscal year 1977 to 10.9 percent in fiscal year 1996. *
More than half of this growth occurred during the late 1970s, following the federal
government's enactment of the Individuals with Disabilities Education Act. Dur -
ing fiscal year 1995, we estimate that school districts spent about $12,100 per stu -
dent to educate K-12 specia education students, about 2.1 times as much as they
spent on regular education students. Between fiscal years 1988 and 1995, spend -
ing on special education increased by 22 percent, after adjusting for inflation and
enrollment growth. Most of thisincrease was due to decreased numbers of special
education students per staff member and higher spending on services for emo -
tional or behavioral disorders.

A BRIEF HISTORY OF SPECIAL
EDUCATION

Minnesota has alongstanding commitment to the education of children with dis -
abilities. As early as 1955, the L egislature created a commission to study the edu -
cational needs of handicapped and gifted children and, in 1957, the Legidature
adopted a broad new program of specia education in the state. However, not all

of the eligible children went to school and those that did sometimes did not re -
ceive appropriate services.

Since the mid-1960s, parents of children with disabilities have strongly asserted
themselves through their advocacy groups to define needed services and ensure
that children with disabilities have access to those services in education programs.
The U.S. Congress, the Legidature, and the federal courts have all played impor -
tent rolesin defining the rights of children with disabilities and the obligations of
school districts.

The rights of children with disabilities are grounded in the equal protection clause
of the 14th Amendment to the United States Constitution, Two landmark court de -
cisions provided the framework for later legislation that would ensure children
with disabilities a broadly-defined free, appropriate public education. During the
early 1970s, the federal courts held that schools could not discriminate against
children on the basis of disability and that parents had specific due process rights
regarding their children's education. Education in this case refers not only to aca -
demic instruction, but also social, emotional, and physical development.

By 1973, 45 states, including Minnesota, had adopted some form of legislation
that required school districts to educate children with disabilities. However, spe -
cial education advocates claimed that the majority of such children acrossthe na -
tion were still being denied an appropriate education. According to estimates
presented at 1975 congressiona hearings, 3.5 million of the nation's 8 million

1 Thefiscal year for the state and school districts begins on July 1 and ends the following June 30.
Fiscal year 1995 refers to the year ending June 30, 1995.
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children with disabilities were being served in inappropriate programs whilean ad -
ditional 1 million were not being served at all. 2 In 1973 and 1975, Congressre -
sponded by enacting two pieces of legislation, one concerned with discrimination
and the other with education.

In 1973, Congress passed Public Law 93-112, the Rehahilitation Act, that outlaws
discrimination in general. Section 504 of the law requires that all recipients of fed -
eral funds, including local school districts, end their discrimination against people
with disabilities. Although seldom used for many years after it was passed, the

law gave parents the right to pursue legal remedies against school districts that dis -
-criminated against children with disabilities. * In 1990, Congress further expanded
the rights of persons with disabilities by passing the Americans with Disabilities
Act which outlaws discrimination in employment, public accommodations, trans -
portation, and telecommunications.

Congress addressed the educational needs of children with disabilitiesin 1975
when it passed Public Law 94-142, the Education for All Handicapped Children
Act, since renamed the Individuals with Disabilities Education Act. Frequently re -
ferred to and pronounced simply as IDEA, the law provides some federal funding
to help states provide children with disabilities a free, appropriate public educa -
tion. Although states are not required to participate in IDEA, the law is"a compre-
hensive scheme set up by Congress to aid states in complying with their
Constitutional obligations to provide public education for children with disabili -
ties."* To date, all states have applied for and receive some federal support for

their special education programs.

Although federal appropriations for IDEA increased from approximately $250 mil -
Thefederal lionin itsfirst year to more than $2 billion in 1995, the law has never been fully
funded by Congress. Beginning in 1980, the act itself authorizes Congressto ap -

gover nment propriate an amount equal to the number of special education students times 40
Sets t.he basic percent of the average per pupil expenditures for the nation's elementary and sec -
requirements ondary public school students. However, in practice, federal appropriations have
for special ranged from only 8 percent of authorized funding during the 1980s to 12 percent
education but during the late 1970s. In fiscal year 1995, federal appropriations forthe nation
fundsonly were about 10 percent of authorized funding. The federal government funded
about 6 percent about 6 percent of Minnesota's special education servicesin fiscal year 1995.

of the cost

When first passed, IDEA required that participating states serve school-age chil -
dren with disabilities, that is, children 6 through 17 years of age. In 1985, the Min -
nesota L egislature required that school districts extend their special education
services to children ages 3 through 5. ®> Congress followed suit in 1986 and
amended IDEA so that all children with disabilities became eligible to receive
services from school districts at age 3.

20 USC Sec. 1400 (b).

Congress included no funding and no monitoring of Section 504 when it was passed.
Smith v. Robinson, 468 U.S. 992 (1984).

Minn. Laws (1st Spec. Sess., 1985) Chap. 12, Art 3, Sec. 2.

a A W DN
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In addition, 1986 amendments created the Handicapped Infants and Toddlers Pro -
gram. Commonly referred to as Part H, the program provides federal grantsto par -
ticipating states to help them serve infants and toddlers from birth through age 2
who have (1) physical or mental conditionsthat are likely to result in adisability,

or (2) developmental delays. These grants are intended to act as an incentive for
states to create comprehensive, interagency, family-centered systems of early inter -
vention services. Although some school districts were aready serving infants and
toddlersin their special education programs, Minnesota elected to formally partici -
pate in the federal infant and toddler program and mandate such services statewide
in 1987.

SPECIAL EDUCATION INCIDENCE

In December 1995, Minnesota's public school system provided specia education
services to about 101,000 students ages birth through 21, or 10.9 percent of Minne -
sota's public and private school students. ® If we included only special education
students who were in kindergarten through twelfth grade, they would be about 10
percent of public and private enrollment. Minnesota recognizes 13 general types

of disability that may formally qualify students for special education. For pur -
poses of accounting to the federal government, each special education student is
assigned one "primary "disability of the 13 possible types.

Table 1.1 shows the primary disability of specia education students, except early
childhood special education students, whose primary disability typically isundes -
ignated. Students who receive services for more than one disability are catego -
rized only by their primary disability, as determined by their educators and

parents. We found that

» Just over half of Minnesota's special education students had learning
disabilities (38 percent) or emotional/behavioral disorders (17 percent)
in fiscal year 1996.

Another 19 percent of the students were in special education primarily because of
speech or language impairments. Ten percent had some degree of mental impair -
ment, commonly known as mental retardation, and 9 percent were early childhood
special education students with undesignated disabilities. Eight percent werein

one of Minnesota's seven low incidence categories, which include other healthim -
pairments, hearing, physical, and visual impairments, autism, traumatic brain inju -
lies, and deaf-blindness. Of these low-incidence categories, other health
impairments was the largest, involving about 4 percent of special education stu -
dents. It includes attention deficit disorders, hyperactivity, and avariety of other
conditions.

Each state isresponsible for establishing its own eligibility criteriafor the various
disabilities, and Minnesota's are summarized in Figure 1.1. The figure also sum -

6 Weincluded private school students in the base because public schools are responsible for pro-
viding special education services to public and private school students with disabilities.
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Table 1.1: Special Education Incidence in Minnesota
oy Primary Disability, December 1, 1995

Special Education Percent of
Students Public and
Private
Primary Disability Number Percent Enrollment
Learning disabilities 37,924 37.6% 4.1%
Speech or language impairments 18,727 18.6 2.0
Emotional or behavioral 16.891 16.7 1.8
Mental impairments
Mild-moderate 7.711 7.6 0.8
Moderate-severe 2,760 7 0.3
Early childhood 8,647 8.6 0.9
Other health impairments 3,613 3.6 0.4
Hearing impairments 1,843 1.8 0.2
Physical impairments 1,483 1.5 0.2
Autism 726 0.7 0.1
Visual impairments 422 0.4 0.0
Traumatic Brain injuries 161 0.2 0.0
Deaf-blindness 23 0.0 0.0
Total 100,931 100.0% 10.9%
Total Public and Private Enrollment 928,563

Source: Minnesota Department of Children, Families, & Learning, Unduplicated Child Count Report,
December 1, 1995, fan public school enroliment reports, non-public school enrollment reports, and
home-school enrollment reports.

marizes the specia education servicesthat are typically provided. However, it is
important to note that the designation of any one disability as "primary" may have

Learning
d|Sab_ ilitiesand have individual education plans that may call for the combined services of regular
emot| Qnal/ teachers, paraprofessionals, specialized teachers, school psychologists, physical
behavior therapists, school nurses, school social workers, speech pathologists, and equip -
pr oblems ment designers, among others. Second, students in the same category may be
pr imari |y mildly, moderately, or severely disabled. Third, the choice of a primary disability
affect 55 label depends much on educators opinions and parents' preferences. Educators

t of vary in their professional approach to disahilities, and some parents prefer one dis -
g)eregg; 0 ability label over another for social reasons.
education Figure 1.1 further suggests that some disabilities pose more serious, longer-lasting
studentsin learning problems than others. For example, students may learn very successfully
Minnesota. when their main problem is impaired speech, physical limitations, or illness, but

not when their genera intelligence or ability to respond is severely lacking, as

may be the case with severe mental retardation and autism. On the other hand, stu -
dents with learning disabilities and emotional or behavioral disorders have suffi -
cient intelligence and ability to respond but for various reasons have fallen behind
when provided only with regular instruction.
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Figure Summary Description of Prompting Special

1.1: Disabilities

Educatio Services Minnesota

Medical

Disabilitv Diaanosis

Type Required? Basic Criteria Typical Services

Learnina No Academic achievement sianificantlv Intensive instruction for an aver-

Disability below ability in math, reading, writ- age of one hour daily reinforcing
ina. speakina and/or listenina due to reaular curriculum plus conina
problems usina or gainina Informa- skills to offset potential weak-
tion. Not learnina at adeauate rate. nesses in readina. spellina. arith-
unrelated to family circumstances, metic, organization, and
quality of previous instruction, or test-taking.
other disability.

Speech or No Speech is inarticulate, abnormal- 3-5 weekly small aroup sessions

Language sounding, and/or non-fluent such as with pathologist for speech prob-

Impairment stutterina, not due to aage, family cir- lems, mainly in elementary
cumstances, or influence of a for- school. For lanquaae problems,
eign language. Or student has teach vocabularly and how to
trouble understanding lanquage make words into ideas, construct
and/or serious difficulty expressing sentences, paragraphs, and
needs or ideas. unrelated to aae. themes.
family circumstances, or influence of
a foreign language.

Emotional or No Physical aggression, impulsiveness, Reward systems such as points,

Behavioral unhappiness. withdrawal. moodi- stickers. and praise when stu-

Disorders ness, and/or unusual behaviors that dents listen, behave well, avoid
Impede learning and cause poor re- angry outbursts, cooperate, and
lationships with peers and teachers. help to solve problems. Some-
Mav be due to mental iliness but is times individual or aroun counsel-
not related to cultural background, ing sessions with school
other disabilities, or age. psvcholoaists or social workers,

focused on buildina friendships
and coping with frustration.

Mental Nn Relnw-averane neneral intellinence Three haiire dailv faciisina nn cim-

Impairment causing limited ability to care for ple readina and math, vocational
self. relate to others. read. use num- skills. livina skills. social skills. al-
bers, tell time, and hold a job. Com- ternative communication sys-
monly called mental retardation. tems, and problem solving.

Earlv Childhood Sometimes For children from birth to aae 7. anv Teacher visits 1-2 hours weeklv at
disabilitv defined in this fiaure. a home combined with 4-6 visits
medical condition known to impede from various aaencies and/or spe-
normal development (such as fetal cialists, depending on problems
alcohol syndrome, maternal drug to be addressed. Beginning at
use), and/or delayed mental or physi- age 3, preschool several days
cal development weekly. More specific services as

child grows.

Other Health Yes Health conditions if they hurt aca- Medication, structured teaching

Impairment

demic performance or increase ab-
senteeism. such as AIDS. asthma.
lead poisoning, cancer, diabetes, epi-
lepsv. attention deficit disorder. and
hyperactivity.

approach, and orderly settings for
those students who have trouble
paying attention and/or keeping
still. Other conditions mav re-
quire personal assistants, physi-
cal and occupational therapv.
special equipment to offset lim-
ited strenath, vitality, or alertness,
spoon feeding, oxygen, and
nurses' care at school.
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Figure 1.1: Summary Description of Disabilities Prompting Special
Education Services In Minnesota (continued)

Disability
Type

Hearing
Impairment

Physical
Impairment

Autism

Visual
Impairment

Traumatic
Brain Injury

Deaf-
Blindness

Medical
Diagnosis
Required?

Basic Criteria

Yes

Yes

Yes

Yes

Yes

Yes

Reduced sensitivity to sound that
limits use and understanding of spo-
ken words and may cause low
achievement in reading and writing,
and/or limited social skills, despite
use of hearing aids.

Serious physical problems such as
paralysis, cerebral palsy, bone dis-
ease, and severe bums that slow
down or limit mobility, make it hard
for students to organize study materi-
als, and interfere with educational
performance.

Numerous problems usually before
age 3, such as unawareness of oth-
ers, not seeking friends, not playing,
not smiling, blankly repeating words,
repeated aimless movements, dis-
tress over trivial changes such as
moving a book, preoccupation with
specific objects or parts of objects,
e.g., wheels, and insistence on un-
changing routes and schedules.

Little or no sight, despite corrective
lenses, that limits use of printed ma-
terials, signs, chalkboards, and com-
puters, requires adaptations in
posture or distance, causes visual fa-
tigue, or variations in visual ability
due to lighting, color, and contrast

Serious head Injury that disrupts pre-
vious academic achievement and im-
pairs cognitive abilities, such as
judgment, concentration, and mem-
ory, plus communication, mobility, vi-
sion, hearing, social, emotional, and
behavioral skills such as self-control,
and functional skills such as eating,
unrelated to family circumstances or
pre-existing disabilities, if any.

Both visual and hearing impairments
as defined above.

Typical
Services

Teach alternate communication
methods such as sign language
and lip reading. Teachers inter-
pret and translate tests, instruc-
tions, and study materials to
offset limited vocabulary.

Help with routine tasks and move-
ments necessary to complete
class work independently and on
time, such as walking, writing,
note-taking, and communicating.
Modifications to physical features
of school such as ramps.

Personal assistant may repeat
teacher's words, transport stu-
dent from room to room, provide
alternative activities when class-
room cannot be tolerated, encour-
age communication and social
exchanges. Attempts to keep stu-
dent on task, using food rewards.

Large print, close-up seating,
audio recordings, Braille instruc-
tion, and assistant if needed to
navigate, fetch materials, trans-
late tests and work sheets, set up
models and adapt experiments.

Re-education where necessary,
using adapted materials, personal
assistant and nurse depending on
extent of injury and stage of re-
covery. Speech-language re-train-
ing, extra help to learn and
remember new things, physical
and occupational therapy, coun-
seling to help with adjustment.

Combined educational tech-
niques for the two conditions.

Source: Office of the Legislative Auditor summary of criteria and reports by Department of Children, Families & Learning.
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What do special educators do in response? For the most common disabilities,

such as learning disabilities, special education techniques are similar to those used
in regular education, but teachers have the time to repeat, reinforce, and adapt les -
sonsto individual learning styles. At the same time, special educators teach stu -
dents how to study, organize their work, and otherwise try to offset their
disabilities. When necessary, specia educators also teach students skills needed to
conduct socia relationships, feed and care for themselves, be physically active,
make purchases, obtain help, and hold ajob.

State and National Comparisons

We compared the percentage of students served by special education in Minnesota
with the national average and with other Midwestern states. Interstate compari -
sons can be problematic because the accuracy of some of the datais not known,
particularly for private school students. ” We estimate that:

e In December 1994, Minnesota provided special education services to a
slightly lower percentage of studentsthan in the Midwest or the nation
asawhole.

As Table 1.2 shows, about 10.7 percent of Minnesota's public and private students
received special education services, compared with 11.2 percent for 10 other Mid -
western states and 11.2 percent for the nation. Among Midwestern states, five
states had higher rates than Minnesota and five had slightly lower rates. Using dif -
ferent methods, the Minnesota Department of Children, Families & Learning also
found that Minnesota's special education programs served a smaller percentage
man several other Midwestern states.

Special Education Incidence Trends

Changes in the population of special education students over time were apparent
by our examination of enrollment data from fiscal years 1977through 1996. How -
ever, some fluctuations in the trends for specific disabilities may be due to
changes in classification practices rather than changes in Minnesota children. The
number of special education students in Minnesota grew from 70,765 in fiscal

year 1977t0 100,931 in fiscal year 1996, an increase of 43 percent. ® To adjust for
changesin total enrollment, we calculated special education incidence as a percent
of public and private enrollment, including home school students. These percent -
ages would be somewhat lower if we excluded special education students who
were not yet enrolled in kindergarten. We found:

7 Private enrollment for fiscal year 1995 was estimated based on sample data for fiscal year 1994.
Also, the number of specia education students ages birth through 2 was based on data for fiscal year

8 During fiscal years 1977 through 1995, these figures do not include special education studentsin
state operated facilities, including state hospitals, the Minnesota State Academies for t he Deaf and
Blind, and state correctional facilities. The state, not local school districts, is mainly responsible for
providing special education services to these students. The number of such students has declined
from 1,323 in fiscal year 1977 to 375 in fiscal year 1995.
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The greatest
increasein
Minnesota's
population of
special
education
students came
befor e 1980.

Table 1.2: Special Education Incidence: Minnesota
Compared with Other States, December 1, 1994

Special Education Students

Percent of
Public and Private

Number Enrollment

Minnesota 96,411 10.7%
United States 5,480,745 11.2

Midwestern States

Indiana 131,339 12.4
Missouri 118,913 11.9
lowa 64,997 11.8
Illinois 256,464 11.6
Nebraska 38,778 11.5
Kansas 52,548 10.6
Wisconsin 105,235 10.5
South Dakota 16,041 10.5
Michigan 185,907 10.3
North Dakota 12,371 9.8

Sources: U.S. Department of Educatlon, Office of Special Education Programs , Special Education
Child Count Prom for Minnesota and the Nation, 1996; U.S. Department of Education, To Assure the
Free Appropriate Public Education of all Children with Disabilities, 1995; U.S. Department of Education,
National Center for Education Statistics, Digest of Education Statistics, 1995.

* Between fiscal years 1977 and 1996, the per centage of special
education studentsincreased from 7.4 percent to 10.9 per cent

Table 1.3 and Figures 1.2 and 1.3 illustrate the trend in special educationinci -
dence for Minnesota. As shown:

e Thepercentage of special education students grew rapidly during the
late 1970s, following passage of the federal I ndividuals with
Disabilities Education Act. Since 1980, the per centage of special
education students has continued to grow, but at a much slower rate.

More than half of the growth in the percentage of special education students be -
tween fiscal years 1977 and 1996 occurred between 1977 and 1980, when the per -
centage of students served by special education reached 9.4 percent. The main
reason for this rapid increase probably was the Individuals with Disabilities Educa -
tion Act, which took effect in 1977.

Learning disabilities explain most of the enrollment growth in special education
during the late 1970s. Between fiscal years 1977 and 1980, the percentage of stu -
dents with learning disabilities grew fiom 2.2 to 4.1 percent, accounting for 91 per -
cent of the growth in the percentage of special education students. One reason for
this rapid growth was that learning disabilities was just becoming recognized as a
disability category by educators during the 1970s.
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Figure 1.2: Special Education Students as a
Percentage of Enrollment, 1977-96
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Figure 1.3: Special Education Incidence by Primary
Disability, 1977-96
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From fiscal years 1980 to 1996, specia education incidence grew from 9.4 to 10.9
percent of total enrollment. About 93 percent of thisincrease was within the emo -
tional/behavioral disorder category, which grew from 0.45 percent in 1980 to 1.82
percent in 1996. In the early 1980s, the federal government cited Minnesota for
not serving enough students with emotional or behavioral disorders. Other catego -
ries with growing rates were other health impairments, autism, and early child -
hood special education, which became a category in 1988.

During the same time period that the rate of emotional/behavioral disorders was
increasing, the rates of speech/language and mental impairments declined. Be -
tween 1980 and 1996, speech/language impairments declined from 2.68 to 2.02
percent and mental impairments went from 1.65 to 1.13 percent. Possible reasons
for these declines include reluctance of parents or educatorsto label children as
mentally impaired, classification changes due to the creation of the early child -
hood category in 1988, and the establishment of statewide eligibility criteriain fis-
cal year 1992.

The overall percentage of studentsin special education increased between fiscal
years 1980 and 1987, declined until 1991, then increased again through 1996, It
grew from 9.4 percent in fiscal year 1980 to 10.4 percent in 1987, less than one
fourth the rate of increase during the late 1970s. The growth between 1980 and
1987 was driven by increases in two disability categories - learning disabilities
and emotional/behavioral disorders.

The percentage of students served by specia education declined from 10.4 percent
infiscal year 1987 to 9.6 percent in 1991. During this period, most of the decline
occurred in three categories - learning disabilities, speech impairments, and men -
tal impairments.®

One possible reason for the decline is that the state reduced the share of school dis -
trict special education expenditures it reimbursed during the mid and late 1980s
and the early 1990s. Aswe discuss later, the state first imposed caps on the

amount of each individual's salary that could be reimbursed in fiscal year 1986.
Between fiscal years 1987 and 1991, the Legidature reduced the reimbursement
percentage from 70 percent to 60 percent and reduced the maximum reimbursable
salary from $19,500 to $16,727.

Staff of the Minnesota Department of Children, Families & Learning told us that
they also attribute the decline between 1987 and 1991 to public concern over the
increased number of children identified as learning disabled and schools anticipa -
tion of statewide eligibility criteria. The 1989 Legislature directed the department
to develop statewide criteria. The department's proposed criteria were circul ated
among school districtsin 1990, though the department did not formally adopt
them until fiscal year 1992, after the actual decline occurred.

9 Inpart, the decline in these three categories was due to changes in labeling practices when the
early childhood category was established in fiscal year 1988. However, since early childhood 'sinci-
dencein 1991 was less than half of the combined decline of the above three categories, the new cate-
gory explains less than half of this decline.
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Sincefiscal year 1991, the total percentage of special education studentshasin -
creased each year, going from 9.6 percent in fiscal year 1991 to 10.9 percent in
1996, an increase of 1.3 percentage points over five years. While there werein -
creases in most disability categories, most of the increase was due to increased
numbers of students with emotional/behavioral disorders, other health impair -
ments, and learning disabilities. During these five years, the percentage of stu -
dents with emotional or behavioral disordersincreased from 1.45 to 1.82 percent.

Other health impairments typically include attention deficit and hyperactivity dis -
orders, which have been medically diagnosed and treated only recently. Alsoin -
cluded are medically fragile children, who are sometimes sustained only by
sophisticated medical technology. The percentage of students with other health
impairments grew from less than 0.1 percent in fiscal year 1991 to 0.4 percent in
1996,making it the fastest growing category, percentage-wise, of the 1990s. The
percentage of students with autism also grew rapidly during the 1990s, going from
0.02 percent in 1991 to 0.08 percent in 1996, although the number of children with
autismis still small. Meanwhile, the percentage of students with learning disabili -
ties declined to 3.72 percent in fiscal year 1992, its lowest rate since the 1970s,

but then increased to 4.08 percent in 1996. However, thisrate is less than its peak
level of 4.63 percent in fiscal year 1987.

CHARACTERISTICS OF SPECIAL
EDUCATION STUDENTS

It isuseful for policy makersto know what type of students are served by special
education. As part of our study, we asked the Minnesota Department of Children,
Families & Learning to provide descriptive information about special education
students compared with the remaining population of students who received only
regular education services in fiscal year 1995.%°

Results are shown in Table 1.4. Overall, nearly 70 percent of the special educa -
tion students were boys, compared with about half of regular education students,
and black, Hispanic, and American Indian students were more likely to receive
specia education services than their Asian or white classmates. In addition, there
were dightly smaller percentages of special education students at the beginning
and ending grades of school and slightly larger percentages of special education
students in grades 4 through 9. Finally, similar proportions of special and regular
education students attended schools in the Twin Cities and outstate Minnesota.

In 1992, the Department of Education found that black and American Indian stu -
dents were much more likely than white or Asian students to be in special educa -
tion programs for emotional/behavioral disorders, learning disabilities, and mental

10 Special education students were defined as those who were formally evaluated and received serv-
ices under an individual education plan at some point during fiscal year 1995. Regular education stu-
dents were those who did not receive any such servicesin 1995. The population of regular educa-
tion students includes 5,725 who were assessed but did not qualify for special education aswell as
256 who qualified but did not receive special education servicesin 1995.
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Table 1.4: Special and Regular Education Student
Characteristics, 1995

Special Regqular
Gender
Male 68.9% 49.2%
Female 31.1 50.8
Racial or Ethnic Background
American Indian 3.1 1.7
Asian 2.2 4.0
Hispanic 2.1 1.7
Black 7.3 4.2
White 85.2 88.3
Grade Level
Pre-K-Grade 3 28.1 314
Grades 4-6 28.6 23.2
Grades 7-9 245 23.9
Grades 10-12 18.8 21.5
Region
Twin Cities Area 49.5 49.2
Outstate 50.5 50.8
12th Grade Graduation Rate 62.6 90.2

Source: Department of Children, Families & Learning, Minnesota Automated Reporting Student
System.

impairments.  Subsequently, because of parents and advocacy groups concerns
about the overrepresentation of black students in programs for emotional/behav -
ioral disorders, the U.S. Department of Education sampled student records and
found no reason to question the approriateness of the students' placement in spe -
cial education.”?

We further analyzed data on Minnesota's special education students for fiscal year
1995 and found that boys were consistently overrepresented, particularly among
students with autism, emotional or behavioral disorders, learning disabilities, other
health impairments, and speech or language impairments. In terms of race or eth -
nicity, black studentsin 1995 were more likely Than other studentsto receive serv -
ices due to teaming disabilities, mental impairments, emotional or behavioral
disorders, and autism. Larger percentages of American Indian students received
special education because of emotional/behavioral disorders, learning disabilities,
and deaf-blindness. In contrast, Asian students were generally underrepresented

in special education but were more likely man other students to have hearing and
visual impairments, including deaf-blindness. In terms of student grade level, stu -

11 Memo to Superintendents from Gene Mammenga, Commissioner of Education, entitled "Repre-
sentation of Minority Studentsin Special Education Programs, "February 15,1992, and draft report
by Chariotte A. Ryan, Minority Representation in Special Education in Minnesota School Districts
1989-90 (Department of Education, February 28, 1992)

12 Letter to Commissioner Linda Powell from Thomas Hehir, Director, U.S. Office of Special Edu -
cation and Rehabilitative Services, undated, and Office of Soecial Education Program Monitoring
Report 1994 Review of the Minnesota Department of Education's Implementation of Part B of the
Individuals with Disabilities Education Act (Washington, D.C., December 1994).
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dents with emotional or behavioral disorders were markedly older than other stu -
dents, and students with speech or language impairments were younger.

We also requested information on specia education students' graduation rates but
found that currently existing data offer only approximations.”® Statisticians at the
department provided two aternative types of information on graduation rates, but
thisinformation must be used cautiously: (1) the number of twelfth-grade special
education students who graduated in fiscal year 1995, and (2) the number of stu -
dents age 14 or older who stopped receiving special education servicesin 1995 for
various reasons including graduation. Overall, the department's data show that
about 63 percent of special education students who were in twelfth grade gradu -
ated in 1995, compared with 90 percent for regular education students. However,
this does not mean that all of the others dropped out or failed to graduate eventu -
ally. If they did not graduate as twelfth graders in 1995, they could have contin -
ued in the same grade until they graduated in a future year. Thus, the
twelfth-grade graduation rate may underestimate the number of special education
students who eventually graduate. On the other hand, it may overestimate the per -
centage of students who graduate because it does not include students who
dropped out of school before reaching twelfth grade.

Our analysis of the second type of graduation-related data from the Minnesota De -
partment of Children, Families & Learning shows that about one-third of specia
education students who stopped receiving servicesin fiscal year 1995 moved out

of the district. Of the remainder, 58 percent graduated, 32 percent dropped out,

and 9 percent returned to regular education. Students with emotional or behav -
ioral disorderswere most likely to drop out, while students with speech or lan -
guage impairments were most likely to return to regular education. This does not
mean that students who dropped out in 1995 did not return to school in the future
and eventually graduate. No data are available to show what happened in future
years to students who dropped out of school.

EDUCATIONAL SETTING

Special education students are taught in avariety of educational settings, reflect -
ing their diverse educational needs. One of the objectives of special education has
been to include special education students in school activities with students who
do not have disabilities whenever appropriate. The settings range from regular
classrooms, where most of the students are not disabled and are taught by aregu -
lar education teacher, to separate facilities where students have little opportunity
to be with non-disabled peers. In some regular classrooms, a specia education
teacher or paraprofessional may assist with the instruction. Often, special educa -
tion students are removed from the regular classroom for part of the school day
and taught one-to-one or in small groups by special education teachers. Examples
of separate facilities include day schools for students with emotional or behavioral
disorders and the Metro Deaf School.

13 Through the Department of Children, Families & Learning's new database, it may eventually be
possible to determine whether and when individual students graduate.
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We examined where students spent most of their school day in December 1994
based on the classifications shown in Figure 1.4. The results, shown in Table 1.5,
include only children ages 6 through 21. We found that:

» During fiscal year 1995, most of Minnesota's special education students
received their education primarily in regular classrooms.

Figure 1.4: Instructional Settings for Special
Education Students Ages 6 through 21

Regular Class: Students receive special education services outside the
regular classroom for up to 20 percent of the school day.

Resource Room: Students receive special education services outside the

Separate Class: Students receive special education services outside the
regular classroom for more than 60 percent of the school day. This
does not include students who are placed in separate day schools or
residential facilities.

Separate Day School: Students receive education services in a separate day
school for more than 50 percent of the school day.

Residential Facilities: Students receive education services in residential fa
cilities for more than 50 percent of the school day.

Homebased/Homebound/Hospital: Students receive education services in
homebased, homebound, or hospital programs.

Table 1.5: Educational Setting of Special Education Students Ages 6-21,
by Disability, Minnesota, December 1, 1994

Disability Category Number of Separate

Students Regular Resource Separate Day Residential Hospital

Ages 6-21  Class Room Class  School Facility or Home
Learning disabilities 36,370 69.9% 27.1% 2.1% 0.7% 0.2% 0.0%
Emotional or behavioral disorders 16,237  48.7 22876 10.8 13.0 41 0.7
Speech or language impairments 14,029 91.2 41.1 0.8 0.3 0.0 0.1
Mental impairments 9,904 21.4 28.7 8.0 0.5 0.3
Other health 2,752 69.8 24.1 3.8 1.3 0.3 0.8
impairments Hearing 1,607 60.5 15.7 7.7 6.2 9.8 0.1
impairments Physical 1,335 66.6 25.8 49 2.0 0.1 0.6
impairments Autism 493 30.6 22.5 35.3 9.7 1.6 0.2
Visual impairments 364 679 14.0 25 2.2 13.5 0.0
Traumatic brain 109 45.9 26.6 18.3 6.4 1.8 0.9
injuries Deaf-blindness 19 31.6 31.6 26.3 10.5 15.8 0.0
Total 83,219 63.1% 24.2% 7.2% 4.1% 1.2% 0.2%

Source: Minnesota Department of Children, Families & Learning, Unduplicated Child Count R eport, December 1, 1994.
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In fiscal year 1995, 63 percent of special education students age 6 through 21

were taught in the regular classroom setting, meaning they received special educa -
tion services outside the regular classroom for less man 21 percent of the school
day. Consequently, thisincludes students who received special education services
outside the regular classroom for small periods of time as well as studentswho re -
ceived specia education servicesin the regular classroom. Table 1.5 shows that
special education students were also taught in resource room settings (24.2 per -
cent), separate classes (7.2 percent), separate day schools (4.1 percent), residential
facilities (1.2 percent), and hospital or homebound settings (0.2 percent).

Students with the two most common disabilities (speech/language and learning
disabilities) were more likely man other special education students to be taught in
the regular classroom setting. As shown by the table, 91 percent of students with
speech or language impairments and 70 percent of students with learning disabili -
ties were taught in the regular classroom for at least 80 percent of the school day.
Most students with visual, hearing, physical, or other health impairments were
also taught in the regular classroom setting.

Overall, 4,642 special education students ages 6 through 21 were taught in facili -
ties apart from school buildings attended by regular education students, including
separate day schools, residential facilities, hospitals, and homes. These facilities
are the least inclusive educational environments. We found:

¢ Most of the school-age special education studentsthat weretaught in
separate facilities wer e students with emotional or behavioral
disordersor mental impairments.

About 62 percent of the students ages 6 through 21 who were taught in separate fa -
cilities were students with emotional or behavioral disorders. Another 19 percent
had mental impairments as their primary disability.

We compared the educational settings of special education studentsin Minnesota
with the nation based on the most recent data available. As Table 1.6 shows:

e Compared with the national averagein December 1993, Minnesota
had a higher percentage of school-age special education studentsin
regular classrooms but also a higher percentagein separate facilities.

Table 1.6: Educational Settings of Special Education
Students Ages 6-21, Minnesota Compared With the
Nation, 1993-94 School Year

Minnesota Nation
Regular class 61.0% 43.4%
Resource room 25. 294
Separate class 7.7 22.7
Separate day school 3.6 31
Residential facility 15 0.7
Homebound, hospital 0.3 0.6

Source: U.S. Department of Education, Seventeenth Annual Report to Congress on the Implementa-
tion of the Individuals with Disabilities Education Act (Washington, D.C., 1995).
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In December 1993, Minnesota school s taught about 61 percent of special educa -
tion students ages 6 through 21 in the regular classroom, compared with 43 per -
cent nationally. Also, about 5.6 percent of Minnesota's special education students
were taught in separate facilities, including separate day schoals, residential facili -
ties, hospitals, and homes, compared with 4.5 percent in the nation.

SPECIAL EDUCATION SPENDING: FISCAL
YEAR 1995

One reason for our study was the public concern over specia education spending
and its relationship to regular education spending. To the extent that the cost of
educating special education students exceeds the average cost of educating regular
education students, school districts must obtain additional revenue from state or
federal aid, local property taxes, or district general funds. In this section, we first
estimate how much Minnesota's school districts spent on special education serv -
ices. Then, we estimate the total cost of educating special education students and
compare the total cost per student with the cost of educating other students. The
total cost of educating specia education students includes the cost of providing
regular education services to these students as well as the cost of special education
services.

Spending on Special Education Services

We estimate that in fiscal year 1995, Minnesota school districts spent about $693
million on specia education services, which was about 62 percent of the total spent
on specia education students. These services include personnel expenses

for special education staff, equipment and supplies, and special transportation serv -
ices. They do not include the regular education services received by specia educa -
tion students such as instruction by regular classroom teachers nor indirect costs
for categories such as physical plant, general administration, and support services.
Asshownin Table 1.7, personnel salaries and fringe benefits constituted about 83
percent of spending on special education servicesin fiscal year 1995.

Table 1.8 summarizes specia education expenditures for fiscal year 1995 by type
of service.™ The types of services are for 13 disability categories, special trans -
portation, and general services such as those provided by special education admin -
istrators, school social workers, and school psychologists who work with students
with avariety of disabilities.

As shown, about 54 percent of special education spending went for servicesre -
lated to learning disabilities (19 percent), emotional/behaviora disorders (18 per -

14 Special education students commonly receive services for more than one type of disability. For
example, speech services are often provided to students with a variety of other disabilities such as
physical disabilities, learning disabilities, and others. In such cases, expenditures are categorized ac-
cording to the type of service provided rather than the type of the student's primary disability. Asa
result, these expenditure date cannot be used to calculate an average cost per student for each disabil-
ity group.
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Table 1.7: Estimated Special Education Expenditures
by Object of Expenditure, Fiscal Year 1995

Amount
(in thousands) Percent
Salaries
Teachers $298,802 43.1%
Aides 89,969 13.0
Directors, supervisors 7.845 1.1
Other staff
School social worker 23,215 3.4
School psychologist 19,265 2.8
Adaptive physical education specialist 10,885 1.6
Consultant 10.002 1.3
Occupational therapist 9,344 1.3
Physical therapist 4,636 0.7
Secretary 4,040 0.6
Nurse 3.667 0.5
Interpreter for the deaf 3,552 0.5
Certified occupational therapy assistant 1,415 0.2
Audioloaist 1.337 0.2
Other 13.715 2.0
Salaries subtotal 501.689 72.4
Fringe benefits* 105,150 15.2
Special transportation 53,079 7.7
Other (equipment, supplies, tuition 32.944 4.8
Total $692,862 100.0%

Source: Minnesota Department of Children, Families & Learning, Electronic Data Reporting System
for Special Education, and Uniform Financial Accounting and Reporting System.

! About 10 percent of fringe benefits are reported under the salaries category.

cent), or mental impairments (17 percent). Low-incidence disability services
(servicesfor hearing, visual, physical, and other health impairments, autism, and
traumatic brain injuries) collectively accounted for about 8 percent of special edu -
cation spending. Another 20 percent of the spending was for special transporta -
tion services, special education administration, and other services that were
provided to special education studentsin general.

Cost of Special Education Compared with
Regular Education

To compare the cost of special education versus regular education, it is necessary
to estimate the total cost of education per student. Spending for special education
servicesisonly part of the total cost for educating special education students. To
that must be added the cost of providing regular education services to special edu -
cation students as well asindirect costs such as physical plant and general admini -
station.

To estimate the cost of providing regular education services and indirect services
to specia education students, we used similar but slightly more conservative as -
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Table 1.8: Estimated Special Education Expenditures
by Type of Service, Fiscal Year 1995

Service Expenditures Percent
Specific learning disabilities $133,005,954 19.2%
Emotional or behavioral $125,280,165 18.1
disorders Mental impairments 122,079,393 17.6
Speech or language 59,020,775 8.5
impairments Early childhood 51,704,596 7.5
Physical impairments 28,004,216 4.0
Hearing impairments 18,927,363 2.7
Visual impairments 5,575,521 0.8
Autism 4,314,601 0.6
Other health impairments 2,893,539 0.4
Traumatic brain injuries 161,995 0.0
General unallocable® 88,818,722 12.8
Special transportation 53.078.836 7.7
$692,862,676 100.0%

Total special education services

Source: Minnesota Department of Children, Families & Learning, Electronic Data Reporting System
for Special Education, and Uniform Financial Accounting and Reporting System.

'General unallocable services are special education services that are not allocated by type of disability.
They include payroll for school social workers, school psychologists, administrative staff, and various
other staff.

sumptions than in the most recent comprehensive national study of special educa -
tion costs."® This resulted in an estimate that is somewhat lower, but we preferred
thisto apotential overestimate and lacked the resources and data to be more
precise. Our assumptions are as follows (See Figure 1.5 for definition of expense
categories.):

1. The cost of regular education instruction for special education studentsis pro -
portional to the time spent in the regular classroom. For example, if astu -
dent spent half of the school day in regular classes, we assumed that the
regular education instructional cost attributable to that student was one half
of the average instructional cost for regular education students. *°

15 Mary T. Moore, E. William Strang, Myron Schwartz, and Mark Braddock, Patternsin Special
Education Service Delivery and Cast (Decision Resources Corporation: Washington, D.C., 1988).

16 We estimated the amount of time special education students spent in regular classrooms based
on the range of time that students spent in the regular classroom as specified by federal definitions
for each setting, as shown in Figure 1.4. We used the midpoint of the range for the regular class-
room, resource room, and separate class settings. For example, as Figure 1.4 indicates, special edu-
cation students placed in separate classes spend between 60 and 100 percent of their school day in
separate classes. Thus, we assumed that students in separate classes spent an average of 80 percent
of their day in separate classes and 20 percent of their school day in the regular classrooms, incur-
ring 20 percent of the average cost of regular education instruction during that time. The national
study assumed that instructional costs were proportional to time spent in the regular classroom ex-
cept for special education students who were taught primarily in the regular classroom, for whom the
national study assumed that the regular education instructional cost was the same as the cost for the
average regular education student
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Figure 1.5: Education Expense Categories

Regular and vocational education instruction: teachers, instructional aides, supplies, and equipment

Physical plant, debt service: maintenance, repair, and debt service for physical plant, facilities, and
grounds of the school district.

Transportation: operating expenses for transporting students to and from school and between schools.

Instructional and pupil support: staff development, libraries, counseling, health, social work, and food
services.

Administration: school board, superintendent, assistant superintendents, principals, directors of instruc-
tional areas, and their support staff.

District support services: finance services, human resources, data processing, legal services, commu
nity relations, printing, and research.

Exceptional education other than special education: Assurance of Mastery programs, limited English
proficiency programs, gifted and talented programs, and other programs for students who are edu-
cationally disadvantaged (such as Title I).

Source: Minnesota Department of Children, Families & Learning, Uniform Financial and Accounting Reporting System.

2. The cost of general administration and district support servicesis similar for
all students.

3. Theschool districts' cost of instructional and pupil support, physical plant,
and debt service is allocated equally among all students who attend public
schoals.

4. School districts do not incur significant regular education instructional costs
for educating special education students who are homebound, in hospitals,
or who attend separate day schools or residential facilities.

5. Spending for exceptional education instruction (other than special education)
attributable to special education studentsisin proportion to special educa-
tion students' share of students served by Title I, limited English profi -
ciency, and gifted and talented programs.

Table 1.9 summarizes the results. " Overall:
* Weestimatethat in fiscal year 1995, on average, Minnesota schools

spent about 2.1 timesas much per K-12 special education student
($12,100) asfor regular education students ($5,800).

17 To estimate how much school districts spent on special education servicesin fiscal year 1995,
we mainly used the department's Electronic Data Reporting System for Special Education. Expendi-

salaries, contracted services, equipment, and supplies, but not all expenditures for fringe benefits nor
substitute teachers because these expenditures are not reimbursed under the state's special education
funding formula. In these instances, we used Minnesota's Uniform Financial Accounting and Re-
porting System (UFARS). We estimated school district spending on transportation services for spe-
cia education from another database within the department, namely disabled student transportation
services. Because department staff estimated that special education students account for at least 95
percent of these expenses, we used 95 percent of these expenses in our estimate.
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Table 1.9: Estimated Cost per Student of K-12 Special Education
Compared with Regular Education, Minnesota, Fiscal Year 1995

_Special __Education __ Reqular Education

Amount Percent Amount  Percent
Expense Category
Special education services $6.731 55% $0 0%
Regular and vocational education instruction 1,981 16 2,725 47
Physical plant, equipment, debt service, other 1,272 10 1,303 23
Transportation 734 6 256 4
Instructional and pupil support 709 6 726 13
Administration 334 3 334 6
Support services 258 2 258 4
Exceptional education (other than special education) 113 1 174 3
Total $12,132 100% $5,776 100%

Source: Office of the Legislative Auditor analysis of data provided by the Department of Children, Families & Learning.

In other words, on average, schools spent about $6,300 more per special education
student than for regular education students. Of course, this average figure masks
extremely low and high cost individual cases. The extra cost may vary from less
than athousand dollars per year for a student who needs only some equipment or
occasional assistance to tens of thousands of dollars for students with severe dis -
abilities who require constant individual attention and expensive equipment.

Our estimate that K-12 specia education students cost about 2.1 times as much to
educate as regular education studentsis similar to findings of national studies.
The most recent comprehensive national study estimated that in the 1985-86
school year, schools nationwide spent, on average, 2.3 times as much on special

It costs about
twice as much

to educate education students as on regular students. *® Other national studies indicate that
studentswho the cost of educating special education students during the 1960s and 1970s was
receive special about 1.9 to 2.2 times the cost of educating regular education students. *°
education _ o _ o

services as for We esfl mate that in 'f|sca| year 1995, an&ota school districts also spent about
those who do $50 million on specia education services for students who were not yet enrolled

not in kindergarten. Altogether, we estimate that

e Infiscal year 1995, Minnesota school districts spent atotal of about
$1.13 billion on special education students, including about $693
million on special education services and about $432 million on

18 Mary T. Moore, E. William Strong, Myron Schwartz, and Marie Braddock, Patterns in Special
Education Service Delivery and Cost.

19 Stephen Chaikind, Louis C. Danielson, and Marsha L.Braven, "What Do We Know About the
Costs of Special Education: A Selected Review," Journal of Speciai Education, 26(4), 1993, 344-
370.
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regular education and indirect servicesfor special education
students.”

In addition,

* Weestimatethat in fiscal year 1995, about 21 percent of school
districts total expenditureswerefor special education students.

Expenditures for special education services have been commonly reported asbe -
ing about 12 percent of total education expenditures. 2* Since special education
students make up between 10 and 11 percent of the student body, these figures
have suggested to some that special education costs are roughly proportional to
regular education costs. Thisis not correct because the 12 percent cost figure does

not include the cost of educating special education studentsin regular education
classes nor the students' share of general administrative and physical plant expen -
ditures.

SPECIAL EDUCATION EXPENDITURE
TRENDS

We examined spending trends for special education services by Minnesota school
districts between fiscal years 1988 through 1995. % We did not examine trends for
total spending on special education students because spending dataon regular edu -
cation services for special education students were not available prior to fiscal

year 1995.

Table 1.10 presents the spending trends by type of service, after adjusting for infla -
tion and growth in total public and private enroliment. Overall, we found:

» Between fiscal years 1988 and 1995, Minnesota school districts total
expendituresrose by 11 percent, compar ed with 22 percent for
spending on special education services, after adjusting for inflation
and enrollment growth.

In unadjusted numbers, school districts spent $396 million for special education
servicesin fiscal year 1988, compared with $693 million in fiscal year 1995, anin -

20 To analyze thefinancial impact of specia education on school districts, we aso estimated the
"extra' or margina cost of specia education, that is, the difference between the total cost of
educating special education students and the cost of educating the same number of regular education
students. The results showed that the extra cost attributable to special education was about $620
million in fiscal year 1995. Thisfigureisless than the $693 million spent on special education
services because it recognizes that special education students receive less regular education services
than regular 