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State Budget — No Child Left Behind (NCLB)
Act 200, HB 200, HD 1, SD 1, CD 1, Part III, Section 43

Report on identified needs of funding, positions, organizational
schemes, facilities and equipment and statutory/constitutional
amendments necessary to maintain compliance with NCLB.

The Department of Education entered into a Memorandum of
Agreement (MOA) with the Hawaii Educational Policy Center
(HEPC) at the University of Hawaii to provide estimated new
marginal costs of simple compliance implementation of new
provisions in No Child Left Behind Act of 2001 (formerly
Elementary and Secondary Education Act). HEPC independently
contracted a firm with cost analysis expertise, Augenblick, Palaich
and Associates Inc. (APA) to conduct the cost analysis study. A
copy of the APA report is attached.

The Board of Education expressed concerns regarding the
“marginal cost” approach documented by APA, because the
Department of Education’s basic NCLB operational needs have
not been fully funded. Therefore, in the Board’s view, it is
premature to calculate marginal costs at this time. The attached
report does state that, to determine the amount of resources needed
to ensure that each student will meet the student performance
expectations of NCLB and state accountability requirement, the
State would need to undertake an adequacy study. In response to
that comment, the Board of Education and the Department of
Education have initiated a project which includes an adequacy
study. This report is expected to be completed by February 2005.
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Executive Summary

In January 2004, the Hawaii Education Policy Center (HEPC) at the University of
Hawaii awarded a contract to Augenblick, Palaich and Associates, Inc. (APA) to study
the costs that Hawaii might incur to implement No Child Left Behind (NCLB), the 2001
federal legislation that reauthorized the Elementary and Secondary School Act of 1965
(ESEA). APA is a Denver-based consulting firm that specializes in school finance and
governance.

The costs of NCLB can be addressed on several different levels, from a focus on
those aspects of NCLB that are “new” (additions to ESEA, including those dealing with
accountability) -- to administering the entire Act -- to those actions states, and/or schools,
feel they need to take to successfully meet the Act’s student performance expectations.

The focus of APA’s analysis is on implementing the new aspects of NCLB, excluding both
the administration of the traditional ESEA programs (such as Title 1) and the actions that
might be taken to avoid the consequences of not meeting student performance
expectations. Our analysis of NCLB cost is not an “adequacy” study, which, as 1t has
been done in other states, would include the cost of actions states and school districts take
to improve student performance so that there would be a higher likelihood that all
students could meet performance expectations.

As part of its work, APA reviewed other studies states have undertaken to
estimate the costs of NCLB. Some of the studies focused on particular aspects of
NCLB’s accountability requirements, such as testing, while others were adequacy
studies. Our conclusion was that the studies differed to such a large extent in purpose,
methodology, focus, and time period that it was impossible to directly compare results.
As a result of our analysis, we designed a new approach to estimate NCLB costs in
Hawaii.

APA’s approach is “activity-based.” It is designed to estimate costs by: (1)
specifying the tasks people are undertaking to implement the new aspects of NCLB; (2)
developing a set of templates to identify the resources that might be expended in
completing the tasks; (3) using a procedure to guide people in completing the templates;
and (4) costing out the identified resources. Many of the tasks were identified by Hawan
Department of Education (HDOE) staff and complex area staff; the tasks are grounded in
the state’s federally-approved Consolidated Plan. Since Hawaii had created an education
accountability plan prior to NCLB, the templates asked respondents to distinguish costs
that are attributable to the state’s accountability system from those attributable solely to
NCLB. Ultimately, we were looking for the marginal costs of NCLB, above and beyond
those the state would have incurred in implementing its own accountability system. We
focused on the 2003-04 year although we also attempted to distinguish “developmental”
costs from “ongoing” costs, where developmental costs are one-time costs (most, but not
all, of which have already been incurred) and ongoing costs are incurred annually
(through 2007-08).
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Our estimate of the new, marginal costs of NCLB is $31.5 million in 2003-04.
The ongoing costs in future years are estimated to be: $29.9 million in 2004-2005; $36.2
million in 2005-2006; $45.8 million in 2006-2007; and $47.6 million in 2007-2008 (not
including an undetermined amount for the science assessment contract in that year).
Developmental costs were $24.6 million. A major determinant of future ongoing costs is
the number of students who are projected to receive supplemental education services and
the number of schools that will enter one of five NCLB “status” categories (which means
that they do not meet NCLB student performance requirements and must take some kind
of specific action). In 2007-08, for example, HDOE projects that 227 schools will either
be “in corrective action,” “preparing for restructuring” or “restructuring.” At the same
time, HDOE projects that 188 students will be pursuing the option of school choice while
over 6,100 students will be receiving supplemental services.

These cost figures exist in a variety of contexts. For example, the cost of
providing technical assistance to NCLB “status” schools grows from about $6,000 per
school “in need of improvement - year 17 to $29,400 per school “in need of improvement
- year 2” to almost $94,000 per school in “corrective action” or “preparing for
restructuring.” The cost of providing supplemental education services drops from about
$1,800 per student in 2003-2004 to about $1,300 per students in 2007-2008 as more
students participate in the program. The cost of school choice is modest at about $300 per
student over the period.

Another way to think about these costs is in relation to total spending in Hawaii.
Our estimate 1s that the new, marginal costs of NCLB are about $170 per student in 2003-
2004, rising to about $260 per student in 2007-2008; this means that such costs represent
between 2 and 3.5 percent of per student spending in Hawaii.

There are several questions this study does not address. One question is: What
amount of resources is needed to ensure that each student will meet the student
performance expectations of NCLB and state accountability requirements? To answer
this question, the state would need to undertake an adequacy study. A second question is:
does the state have the revenue needed to pay the new, marginal costs of NCLB? The
analysis required to answer that is best undertaken by the HDOE and/or the state
legislature. It should be noted that the study was not designed to distinguish personnel
expenditures from other kinds of expenditures and cannot be used to track the time spent
by individuals or groups of people in the HDOE.
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