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Dear Mr. Mills: 
 

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution, and Article II, Section 8 of the State Finance Law, we have audited the State Education 
Department’s efforts to encourage and monitor cost-effective practices in New York State’s public 
school system in compliance with Section 215-c of the State Education Law.  Our audit covered the 
period January 1, 1998 through February 28, 2002. 

 
A. Background 
 

Public schools in New York State are administered by about 700 local school districts.  
District operations are overseen by the State Education Department (Department), and are funded by 
a combination of local property taxes and State aid.  The New York State Board of Regents 
(Regents), who are appointed by the State Legislature, direct and oversee the activities of the 
Department.  To promote cost-effectiveness in district operations, the State Legislature enacted 
Section 215-c of the State Education Law in 1996.  As a result of this legislation, the Department 
was required to: (1) identify current structures, policies, laws and regulations that hinder cost-
effectiveness in schools and school districts; (2) identify cost-effective school districts that have 
demonstrated improvement in resource allocation in all areas related to education; (3) determine 
cost-effective practices and programs that can be replicated in other school districts; and (4) develop 
cost-effective ways to recognize and reward academic improvement and success in school districts.  

 
Section 215-c of the Education Law also requires the Commissioner of the Department to 

consult with school district administrators, teachers, school board members, parents, students, and 
school support personnel in determining cost-effective programs; and to disseminate information to 
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school district administrators, school board members and other interested parties describing how 
cost-effective practices can be used in school districts, individual schools and the classroom.  The 
Commissioner was required to report to the Governor and Legislature by January 1, 1998, and 
periodically thereafter, on the status of the Commissioner’s and the Department’s efforts to enhance 
cost-effectiveness in the public school system.   

 
To accomplish the activities required by Section 215-c of the Education Law, the Department 

established the Commissioner’s Advisory Sub-Committee on Cost Effectiveness (Sub-Committee).  
The Sub-Committee was composed of Department staff, school district administrators, 
administrators from the various boards of cooperative educational services (or BOCES, which are 
regional not-for-profit organizations that provide education and support services to school districts), 
and representatives of the New York State Association of School Board Officers (NYSASBO) and 
the New York State Council of School Superintendents (NYSCSS).  The Sub-Committee was also 
directed by the Commissioner to discuss and implement the recommendations contained in a 1995 
study on cost-effectiveness in New York’s public schools that was undertaken at the request of the 
New York State Board of Regents. 

 
The Sub-Committee convened in 1996 and disbanded in August 2001.  In August 2001, the 

Sub-Committee submitted a report to the Board of Regents recommending that (1) the Department 
improve its ability to manage the information it collects and make it available in a timely manner to 
all school districts; (2) districts become more proficient at systematically addressing educational 
priorities over a longer period of time; and (3) school leaders increase their efforts to work with 
leaders in other districts to develop strategies for consolidating useful information and incorporating 
this information into long-range planning and decision-making.  Sub-Committee members also 
concluded that future efforts to enhance cost-effectiveness should focus on the training of school-
level managers to help them improve their administration of general school operations.  The 
Department’s present strategy is that ongoing initiatives aimed at improving specific aspects of 
school district administration and classroom performance can also result in compliance with 
requirements of Section 215-c of the Education Law.  However, no discrete administrative 
mechanism with close ties to the school districts, such as the Sub-Committee, is presently directing  
and monitoring efforts to achieve compliance with the Law.   

 
General operating costs for the nearly 700 school districts in New York State increased from 

$19 billion for the 1989-90 school year to $30.2 billion for the 1999-2000 school year, and the 
amount of State aid provided to the school districts for the 2000-01 school year totaled nearly $13.7 
billion.  Section 215-c of the Education Law is intended to promote cost-effectiveness in New York 
State’s public school system.  Considering the magnitude of the State and local government 
investment in the school system, the issue of cost-effectiveness needs to be given sufficient priority. 

 
B. Audit Scope, Objective and Methodology 
 

We audited the Department’s efforts to encourage and monitor cost-effective practices in 
New York State’s public school system for the period January 1, 1998 through February 28, 2002.  
The objective of our performance audit was to determine whether the Department complied with 
Section 215-c of the State Education Law.  To accomplish our objective, we interviewed officials 
from the Department, ASBO, NYSCSS and selected school districts.  We also reviewed pertinent 
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documentation regarding the Department’s actions to promote and monitor school district efforts to 
improve cost-effectiveness.  

 
We conducted our audit in accordance with generally accepted government auditing 

standards.  Such standards require that we plan and perform our audit to adequately assess the 
operations of the Department that are included in our audit scope.  Further, these standards require 
that we understand the Department’s internal control structure and compliance with those laws, rules 
and regulations that are relevant to the operations included in our audit scope.  An audit includes 
examining, on a test basis, evidence supporting transactions recorded in the accounting and 
operating records and applying such other auditing procedures as we consider necessary in the 
circumstances.  An audit also includes assessing the estimates, judgments and decisions made by 
management.  We believe that our audit provides a reasonable basis for our findings, conclusions 
and recommendations.  

 
We use a risk-based approach when selecting activities to be audited.  This approach focuses 

our audit efforts on those operations that have been identified through a preliminary survey as 
having the greatest probability for needing improvement.  Consequently, by design, finite audit 
resources are used to identify where and how improvements can be made.  Thus, little effort is 
devoted to reviewing operations that may be relatively efficient or effective.  As a result, our audit 
reports are prepared on an “exception basis.”  This report, therefore, highlights those areas needing 
improvement and does not address activities that may be functioning properly. 

 
C.  Results of Audit 

 
We found that the Department initiated some of the actions required by Section 215-c of the 

Education Law, and took other actions that were consistent with the overall objectives of this 
legislation.  However, the Department did not initiate all the required actions, and generally did not 
follow through to complete the actions that were initiated.  We therefore conclude that the 
Department has not accomplished many of the clear directives contained in Section 215-c of the 
Education Law, such as identifying current policies, laws and regulations that hinder cost 
effectiveness.  

 
We acknowledge the value of ongoing Department initiatives to improve school district 

administration and classroom performance.  However, these initiatives already have multiple, high 
priorities.  Therefore, we question whether the Department can accomplish Section 215-c 
requirements through such initiatives without also providing for a discrete administrative mechanism 
with close ties to the school districts, such as the Sub-Committee, to direct and monitor efforts to 
comply.  Accordingly, we recommend that the Department consider reestablishing a discrete 
administrative entity in support of compliance efforts for Section 215-c of the Education Law. 

 
D. Sub-Committee Activities 

 
The Sub-Committee met twelve times between 1996 and 2001.  During this period, the Sub-

Committee became involved in a number of activities.  It developed a working definition of cost-
effectiveness, developed and tested a tool (the Assessment Model for Cost-Effectiveness) that was 
intended to help school district administrators evaluate the cost-effectiveness of their districts’ 
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educational programs and services, and addressed other aspects of cost-effectiveness in New York 
State’s public schools.  We examined the actions taken by the Sub-Committee and found that, while 
the actions were consistent with the requirements contained in Section 215-c of the Education Law, 
they generally did not fulfill those requirements.   

 
For example, in 1999, the Sub-Committee developed and tested the Assessment Model for 

Cost-Effectiveness (Model).  The Model is a set of instructions that are intended to help school 
district officials identify opportunities for cost savings by evaluating district programs and services 
in relation to the district’s budget.  The Model, which should be used separately for each program or 
service being assessed, includes instructions for:  

• identifying the program or service to be assessed and stating why there is need for the 
assessment (for example, the microcomputer repair/maintenance fees paid by neighboring 
school districts could be assessed to determine whether an acceptable level of service could 
be obtained at a lower cost if the services were shared by the districts),  

• reviewing the laws and regulations pertaining to the program or service, 

• collecting data that will facilitate formal analysis of the resources needed to provide the 
program or service and the outcomes expected from the program or service, and 

• comparing the expected outcomes of the program or service to the cost of providing the 
program or service to determine whether the program or service is cost-effective.  

 
To determine whether the Model could be effective in helping administrators identify 

opportunities for cost savings, the Sub-Committee asked administrators in 38 BOCES to test the 
Model.  In performing the test, the administrators were expected to use the Model to assess two 
programs or services in their region in which cost savings either could be realized or had recently 
been realized.  In response to its request, the Sub-Committee received 42 examples in which the 
Model was successfully used, as it either identified potential cost savings or confirmed that past 
improvements had resulted in cost savings.  For example, in one of the 42 responses, officials from 
the Southern Westchester BOCES indicated that the following cost savings had been realized:  

 
• Prior to the 1994-95 school year, several school districts in the area served by the Southern 

Westchester BOCES contracted separately with private bus companies to transport more 
than 2,700 students to and from school at an annual cost of about $1.8 million.  In the 1994-
95 school year, these districts began sharing their contracted bus services, as the services 
were provided by a newly formed transportation consortium that was managed by the 
Southern Westchester BOCES.  By the 1997-98 school year, the transportation costs for 
these students had been reduced by about $300,000 a year.  

 
To promote the use of the Model statewide, the Sub-Committee, in conjunction with 

NYSASBO, conducted a series of workshops for school district superintendents and business 
officers.  At the workshops, which were held in 1999, the administrators learned about the benefits 
of the Model and were instructed in how to use it.  About 265 school district administrators attended 
these workshops. 
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In developing, testing and promoting the Model, the Sub-Committee advanced a practice that 
could address many of the requirements contained in Section 215-c of the Education Law.  The 
Model could help administrators identify current structures, policies, laws and regulations that 
hinder cost-effectiveness; could help Department officials identify cost-effective practices that can 
be replicated in other districts; and could provide a basis for the exchange of information about cost-
effective practices among the Department, the school districts, and other interested parties.  

 
However, when we contacted seven of the administrators (from seven different school 

districts) who participated in the workshops, we found that only two of the seven had attempted to 
use the Model.  In general, these administrators stated that they did not have enough time or 
personnel to perform the tasks prescribed by the Model.   Moreover, the administrators told us that 
the Department has done little to follow up on, or actively promote, the issue of cost-effectiveness 
since the workshops were held in 1999.  We note that the Department has not provided training in 
the use of the Model since the workshops were held in 1999, and has not followed up with district 
officials to determine whether the Model is being used.  We further note that, while the Sub-
Committee formally tested the Model, neither the Sub-Committee nor the Department formally 
assessed the results of the test to determine whether changes were needed in the design of the Model. 
We therefore conclude that, while the Model has the potential to promote cost-effective practices in 
public schools, the Department has not followed through on this initiative to ensure that its potential 
benefits are being realized.   

 
We also note that the Department did not publish, or otherwise share with other districts, any 

of the 42 examples of cost savings that were obtained during the test of the Model, even though 
Section 215-c of the Education Law explicitly requires the Department to identify cost-effective 
practices that can be replicated in other districts.  When we asked Department officials why they had 
not shared any of these examples with other districts, they told us they wanted to validate the 
examples before they were shared to ensure that the cost-saving practices were viable, but lacked the 
resources to perform the validation.  While we recognize the benefits of such validation, we also 
note that it is unclear when, or even if, the Department will have the resources to validate the cost-
saving practices in the examples.  We therefore recommend that the Department assess the viability 
of these cost-saving practices, share with other districts the practices that appear to be viable, and 
inform the districts that the practices have not been validated.  (We reviewed several of these 
examples, and most of the examples we reviewed appear to contain viable cost-saving practices.)  If 
the Department does not share some of these potentially cost-saving practices with other districts, it 
will lose an excellent opportunity to promote cost-effectiveness in the very manner required by the 
Education Law.   

 
Section 215-c of the Education Law also requires the Department to identify current 

structures, policies, laws and regulations that hinder cost-effectiveness in schools and school 
districts.  In 1996, the Department conducted a survey of school district officials to determine their 
perspectives on cost-effectiveness.  Among other questions, the survey requested district officials to 
identify laws, rules, regulations or policies that hinder cost-effectiveness.  Department officials told 
us they received responses to this question, but neither the Department nor the Sub-Committee 
compiled the responses for further study or dissemination.  We analyzed and summarized the 
responses and noted that of the 480 responses that were received, 90 or more districts addressed 
problems with the Labor Law, Capital Programs, Special Education and the Education Law in 
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general.  Thus, we conclude that the Department initiated an action that could have fulfilled a 
requirement in Section 215-c of the Education Law, but did not follow through to complete the 
action. 

 
Section 215-c of the Education Law also requires the Department to identify cost-effective 

school districts that have demonstrated improvement in resource allocation, and to develop cost-
effective ways to recognize and reward academic improvement and success in school districts.  We 
found that neither the Department nor the Sub-Committee fulfilled these requirements.  While the 
test of the Model did obtain a number of examples in which districts reported cost savings, a 
systematic process was not developed for identifying such districts.  Section 215-c further requires 
the Commissioner (or the Department) to consult with, and disseminate information to, school 
district administrators, school board members and other interested parties regarding cost-effective 
practices.  While the Department has complied with this requirement to some extent (e.g., in the 
composition of the Sub-Committee, the development and testing of the Model, and the creation of a 
website relating to cost-effectiveness), additional actions could be taken to ensure that this kind of 
communication is maintained on an ongoing basis.  For example, an entity like the Sub-Committee 
could be maintained on an ongoing basis. 

 
Section 215-c of the Education Law also requires the Department to report to the Governor 

and Legislature by January 1, 1998, and periodically thereafter, on the status of its efforts to enhance 
cost-effectiveness in the public school system.  In January 1998, the Department complied with the 
initial reporting requirement by submitting a report called Cost-Effectiveness in Education: A First 
Report.  The report highlighted the work of the Sub-Committee and indicated that the Department 
would make a long-term commitment to promoting cost-effectiveness.  The report stated that a 
Department unit would be made responsible for coordinating efforts to promote cost-effectiveness in 
the school districts.  (Subsequently, the Department assigned responsibility to the Facilities, 
Management and Information Services Unit.  We concluded, however, that little activity took place 
to formally coordinate efforts to promote cost effectiveness in the school districts.)  Also, the 
Department would add a new website pertaining to cost-effectiveness (this was done after we 
initiated our audit).  The report also indicated that the Sub-Committee would (1) continue to collect 
information on cost-effective initiatives; (2) consult with pertinent groups to study individual 
strategies for achieving greater cost-effectiveness (including further development of techniques to be 
used in the Model); and (3) periodically report to the Governor and the Legislature on its progress.   

 
While the Department complied with the initial January 1998 reporting requirement, it has 

yet to comply with the second part of the reporting requirement (“and periodically thereafter”), 
because it has not subsequently reported on the status of its efforts to promote cost-effectiveness.  In 
addition, even though the report submitted in 1998 stated that the Sub-Committee would continue to 
collect information on cost-effective initiatives and continue to consult with pertinent groups, the 
Sub-Committee was disbanded in 2001.   

 
When we asked Department officials why they disbanded the Sub-Committee before the 

requirements contained in Section 215-c of the Education Law had been fulfilled, they stated that the 
cost-effectiveness effort is too broad to be undertaken as a single discrete project.  Rather, the 
Department has tried to incorporate a general focus on cost-effectiveness within routine school 
operations through program initiatives that are aimed at improving specific aspects of school district 
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administration or classroom performance.  We acknowledge the value of ongoing Department 
initiatives to improve school district administration and classroom performance as well as the 
objective to create a focus on cost-effectiveness in routine school operations.  However, programs 
for improving school district administration and classroom performance include multiple, high 
priorities. Therefore, we question whether the Department can accomplish Section 215-c 
requirements through such initiatives without also providing a discrete administrative mechanism 
with close ties to the school districts, such as the Sub-Committee, to direct and monitor efforts to 
comply.  We therefore recommend that the Department consider reestablishing such a mechanism in 
support of compliance efforts for Section 215-c of the Education Law. 

 
E. Other Department Initiatives 

Department officials maintain that foremost among urgent issues is improving academic 
performance in the State’s large and small cities.  They further state that two years of performance 
data for every public school building in the State presents a compelling case for focusing resources 
and energy to reform urban education.  The Department has concluded that current strategies to 
close the student performance gap between high need urban districts and the rest of the State’s 
districts must be intensified, resources targeted, and new State and local partnerships forged. 

Concerning Section 215-c, Department officials stated that they focus on cost-effectiveness 
in a number of areas.  They stated that their goal is to minimize duplication of effort, leverage 
interdepartmental resources and incorporate cost-effectiveness in their core work.  The Department 
accomplishes this through a review of existing and emerging processes/initiatives and the 
development of new processes/initiatives that respond to the legislation.  Officials believe that the 
following programs should lead to improved cost-effectiveness of the school district operations. 

• In the mid 1980s, the Department developed a program called Sharing Success.  
Performed largely through the work of a contractor, Sharing Success evaluates 
research-based educational programs and disseminates information on successful 
programs that districts might be able to replicate.  Department officials indicate that 
Sharing Success has helped some low performing schools to improve student 
achievement on the statewide standardized tests for assessing competency in basic 
skills such as reading, writing and math. 

 
• In 1997, the Department developed the Comprehensive District Education Plan 

(CDEP) for school districts outside New York City and the District Comprehensive 
Education Plan (DCEP) for school districts in New York City.  The objective of 
CDEP and DCEP was to consolidate into a single plan some of the many complex 
plans that school districts are required by the Department to prepare, and thereby 
eliminate much of the paperwork associated with the preparation of the many 
individual plans.  According to Department officials, the preparation of CDEPs and 
DCEPs compels district officials to assess programs and their related costs more 
carefully.  Officials added that both program and fiscal staff at districts must work  
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• together to prepare a CDEP or DCEP, and thus, must develop a broader 
understanding of how dollars are spent. 

 
• In 2001, Department officials developed new automated procedures that districts can 

use to enhance their procurement functions.  This initiative identified problems in 
district purchasing and provided possible solutions.  The new procedures are in the 
process of being tested and evaluated. 

 
• The Department continues to publish the school report card to measure public school 

performance.  The annual statewide school report cards provide data on school 
expenditures and academic performance that permits local communities to make 
judgments about the relative cost-effectiveness of their schools.  In addition, the 
report card is used to direct funding and the Department’s limited resources for 
technical assistance and monitoring. 

 
We acknowledge that programs such as these can help districts operate more effectively, and 

may result in cost savings.  However, while these programs may be consistent with the overall 
objectives of Section 215-c of the Education Law, they do not fulfill the specific requirements 
contained in the Law. 

 
Recommendations 

 
1. Consider having a discrete administrative entity similar to the Sub-Committee, to direct and 

monitor strategy for complying with Section 215-c of the Education Law’s requirements for: 

• the identification of structures, policies, laws and regulations that hinder cost- 
effectiveness in schools and school districts;  

• the identification of cost-effective school districts that have demonstrated 
improvement in allocating resources;  

• the determination of cost-effective practices and programs that can be replicated in 
other school districts;   

• the development of cost-effective ways to recognize and reward academic 
improvement and success in school districts;  

• ongoing communication between the Department and affected parties in the school 
districts about cost-effective practices; and  

• periodic reporting to the Governor and Legislature on the status of the Department’s 
efforts to promote cost-effectiveness in the public schools.   

 
(Department officials agree in part with recommendation number 1.  They indicate that the 
Office of Facilities, Management and Information Services is charged with promoting and 
coordinating the Department’s initiatives for cost effectiveness.  Also, officials state that  
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cost-effectiveness of public education is best improved by incorporating cost-effectiveness 
into public education’s core mission.) 

 
2. Update, formally review and summarize the 1996 survey responses that identified structures, 

policies, laws and regulations that hinder cost-effectiveness in schools and school districts.  
Assess the need for changes to the structures, policies, laws and regulations identified, and 
take action to bring about changes, as appropriate. 

 
(Department officials disagreed with recommendation number 2 stating the Regents have 
already taken positions on several relevant policies, laws and regulations.) 
 
Auditor’s Comments:  It is not evident that the results of the survey were taken into account 
in establishing these positions. 

 
3. Assess the viability of the cost-saving practices described in the responses obtained during 

the field test of the Model.  Share with other school districts the practices that appear to be 
viable, and, as necessary, inform the districts that the practices have not been validated.   

 
(Department officials agree in part with recommendation number 3.  They state that a 
majority of the responses lacked the quantitative fiscal data necessary to determine the 
degree of cost-effectiveness.  However, officials indicate that they will consider the 
feasibility of using a consortium to develop a valid and reliable method to survey and assess 
cost-effective practices.) 

 
4. Formally assess the results of the Sub-Committee’s field test of the Assessment Model for 

Cost-Effectiveness.  If the test results indicate that changes are needed in the design of the 
Model, make the needed changes and retest the Model.  On an ongoing basis, monitor the 
use of the Model and formally evaluate its effectiveness in promoting cost-effective practices. 

 
(Department officials agree with recommendation number 4.) 

 
We provided a draft copy of this report to Department officials for their review and 

comment. We considered their comments in the preparation of this report and have included them in 
Appendix A. 
 

Within 90 days after final release of this report, as required by Section 170 of the Executive 
Law, the Commissioner of the State Education Department shall report to the Governor, the State 
Comptroller and the leaders of the Legislature and fiscal committees, advising what steps were taken 
to implement the recommendations contained herein, and where recommendations were not 
implemented, the reasons therefor. 

 
Major contributors to this report were Jessica Feltman, Alex Marshall, Donald Wilson, 

Arthur F. Smith, Brian Mason and Dana Newhouse. 
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We wish to thank the management and staff of the State Education Department for the 
courtesies and cooperation extended to our auditors during this audit. 

 
      Very truly yours, 
 
 
 
 
      Jerry Barber 
      Audit Director 

 
cc:  Ms. Deirdre Taylor 
 Mr. Richard Cate 
 Mr. Thomas Sheldon  

 



Appendix A 

* See State Comptroller's Notes, Appendix C 
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