December 1, 2015

The Honorable Edward J. Kasemeyer The Honorable Maggie Mcintosh
3 West Miller Senate Office Building 121 House Office Building

11 Bladen Street 6 Bladen Street

Annapolis, MD 21401 Annapolis, MD 21401

The Honorable Sheila Hixson
131 House Office Building

6 Bladen Street

Annapolis, MD 21401

RE: Hunger Free Schools Act (MSAR #10574)
Dear Senator Kasemeyer, Delegate MciIntosh, and Delegate Hixson:

This letter is submitted in accordance with Section 2 of Chapter 291 of 2015 — the Hunger-Free
Schools Act of 2015 (HB 965). The Act requires that the Maryland State Department of
Education (MSDE), the Department of Budget and Management (DBM), and the Department of
Legislative Services (DLS) submit a report on the use of free and reduced price meal (FRPM)
eligibility as a proxy for identifying economically disadvantaged children in the State’s
compensatory education funding formula as well as the impact of the Community Eligibility
Provision (CEP) of the federal Healthy, Hunger-Free Kids Act of 2010.

The federal CEP program allows schools (and school systems) where 40% or more of students
are directly certified as eligible for meal benefits to provide free meals to all students in the
school or school system. The federal meal reimbursement calculation for CEP-participating
schools is the direct certification rate multiplied by 1.6. Participating schools and school systems
are not allowed to collect the official federal meal benefit applications, which for many states,
including Maryland, are also used to determine the student count that drives the compensatory
education funding formula.

Adequacy of Education Funding in Maryland — Proxy for Economic Disadvantage

The statewide study of adequacy of education funding includes a requirement to evaluate the use
of FRPM eligibility as a proxy for identifying economically disadvantaged students in State aid
formulas and the impact of the federal CEP program on State aid formulas.

Augenblick, Palaich & Associates, Inc., the research team conducting the study, completed the
evaluation and the report, Evaluation of the Use of Free and Reduced Price Meal Eligibility as a
Proxy for Identifying Economically Disadvantaged Students: Alternative Measures and
Recommendations, is enclosed.
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The research team was required to examine alternate proxies for identifying economically
disadvantaged students, including those used in other states. A state-by-state listing of the
indicators of low-income status used in other state funding formulas is available on page 33 of
the report. Across the country, only one state is not participating in CEP.

The research team identified three broad categories of alternative approaches to identifying low-
income students. These are (1) alternate application forms; (2) a hybrid model based on direct
certification and federal meal benefit applications for non-CEP participating schools combined
with a multiplier to estimate the number of eligible students in CEP-participating schools; and
(3) alternate indicators. To further evaluate options in each category, the research team ran
nine simulations based on the use of either FRPM applications or an alternate indicator. The
four FRPM-based simulations use the federal applications and direct certification in non-CEP
schools and a multiplier for the CEP schools. The five alternate indicator simulations use
different proxies for economic disadvantage. Table 10 on page 25 of the report provides a
comparison of the FRPM simulations, and Table 11 on page 28 of the report provides a
comparison of the alternate indicator simulations.

The research team considered the ability to provide an individual indicator of low income, a
required component of the State’s education accountability system in its evaluation of the
nine options. Additionally, each option was evaluated for accessibility, predictive validity, face
validity, and distributional effects. Accessibility relates to local school system access to relevant
data for the indicator. Predictive validity represents the strength of an indicator’s correlation to
census poverty. Face validity is a measure of how recognizable the indicator is to the public.
Distributional effects show school district shares of each indicator to the FRPM counts.

The research team made two recommendations to the State. The first recommendation is to use
eligibility for FRPM captured through federal meal benefit applications, direct certification, and
alternate application forms in CEP schools. The report cites this option as the best proxy for
identifying economic disadvantage. The measure has an individual indicator, has precedent in
many states, and school districts have experience collecting the data. The research team
recommends that the State collaborate with local school districts to identify strategies for
improving the response rates for alternative forms.

The second recommendation is to use direct certification counts only. The research team
recommends including children served through Medicaid or the Children’s Health Insurance
Program in the direct certification process. Although there is a relatively high rate of
successfully matching social services recipients with public school enrollment records in the
State, it varies widely across school systems.

The research team recommends social service agencies and local school systems review the
matching procedures and develop opportunities to improve the process. If the State selects the
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direct certification option, it would represent a major shift in the State’s compensatory education
formula. Therefore, the research team recommends phasing in this change.

Impact of CEP and Trends in Compensatory Education Student Counts

CEP was piloted in Maryland in the 2013-2014 school year with five schools in Washington
County and the Seed School. Currently, two school systems have implemented systemwide CEP
(including Baltimore City) and six other school systems have implemented CEP in one or more
schools.

MSDE used historical FRPM compensatory education counts and projected counts for fiscal
2016 through 2020. The following assumptions were used in preparing these estimates:

J FRPM count estimates used September 30 enrollment (as defined by Education
Avrticle 5-202) increased by the same percentage change by county as per the Maryland
Department of Planning estimates, multiplied by the historical FRPM percentage of full-
time equivalent (FTE) enrollment projected using the most recent four years of FRPM
percentages of FTE.

J HB 965 estimates used K-12 enrollment increased by the same percentage by county as
per the Maryland Department of Planning estimates, multiplied by the percentage of
FRPM eligibility for the system for the year prior to opting in to CEP.

MSDE notes the following in the trend data:

J The most significant impact of HB 965 will be for those school systems who have
implemented systemwide CEP; estimated FRPM counts are slightly greater than previous
estimates which did not include alternative counts or the hold harmless provision.

° Between October 2006 through October 2013 (year of data used to calculate
compensatory education for fiscal 2008 and 2015, respectively), there was a 37.7%
increase in the number of students eligible for FRPM, statewide.

° Somerset County elected to implement systemwide CEP and to use direct certification
and alternative forms in all 10 schools. The FRPM counts in Somerset County increased
by 30.7% between October 2006 and October 2013. Unlike in Washington County, there
was a decrease of 4.8% between October 2014 and the estimates for October 2015.
While the change cannot be directly attributed to the implementation of CEP, it is
interesting to note that this decline occurred the year of implementation. Based on the
available data, MSDE believes the hold harmless component of HB 965 will restore
some, if not all of the decline in Somerset County.
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J Washington County elected to use direct certification and alternative forms in the five
CEP schools. The FRPM counts in Washington County increased by 40.4% between
October 2006 and October 2013. There was an additional 1.2% growth between
October 2014 and the estimates for October 2015 and 3% projected growth over the next
two years.

J Baltimore City implemented CEP systemwide in spring 2015. The school system has
elected to use direct certification only. Therefore, utilizing the hold harmless component
in HB 965 will ensure the school system does not experience a decrease in student
counts.

] MSDE projects that the statewide student counts used to calculate compensatory
education based on the implementation of HB 965 in fiscal 2017 and 2018 will not differ
significantly from projected student counts.

The chart below shows actual and projected student counts used to calculate the Compensatory
Education Program (2006 through 2018) for fiscal 2008 through 2020. The impact of HB 965 is
shown in fiscal 2017 and 2018.
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Departments’ Recommendation

MSDE, DBM, and DLS preliminarily recommend using a form of direct certification as the
proxy for identifying economically disadvantaged students, primarily because direct certification
relies on income eligibility certification by a third party. However, making this change now
would have major implications for calculation of the compensatory education formula and the
distribution of State education aid. With the results of the larger adequacy study due in fall
2016, which will include a new per-student base funding amount as well as weights for special
needs programs including compensatory education, MSDE, DBM, and DLS believe it is too
early to implement any changes to the proxy at this time. Thus, we recommend that the General
Assembly wait to act on this component until the results of the entire study are known and more
comprehensive actions may be taken.

If you have questions or need additional information, please contact Kristy Michel, Deputy
Superintendent for Finance and Administration of MSDE, at (410) 767-0011 or by email at
kristy.michel@maryland.gov. Nathan Bowen and Rachel Hise, with DBM and DLS respectively,
collaborated with MSDE on this report.

Sincerely,


mailto:kristy.michel@maryland.gov
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Errata Sheet for:

Evaluation of the Use of Free and Reduced-Price Meal Eligibility as a Proxy for
Identifying Economically Disadvantaged Students. Alternative Measures and
Recommendations

Title Page: The spelling of the last name of the third author was corrected from Checovish to Checovich.

Page i: In the Suggested Citation, the form used for listing the second author was changed from
King Rice, J. to Rice, J. K.

Pagei: The spelling of the last name of the third author was corrected from Checovish to
Checovich.
Page 3: In the last line of the last paragraph, the percentage of all eligible schools in Maryland

adopting the Community Eligibility Provision of the Healthy, Hunger-Free Kids Act of 2010
was corrected by replacing 16 percent with seven percent.

Page 4: In the first line of the first paragraph, the percentage of eligible high-poverty schools in
Maryland adopting the Community Eligibility Provision of the Healthy, Hunger-Free Kids Act
of 2010 was corrected by replacing seven percent with two percent.



Evaluation of the Use of Free and Reduced-Price Meal Eligibility

The Maryland General Assembly enacted Chapter 288, Acts of 2002 — the Bridge to Excellence in Public
Schools Act, which established new primary state education aid formulas based on adequacy cost studies
using the professional judgment and successful schools methods, and other education finance analyses
that were conducted in 2000 and 2001 under the purview of the Commission on Education Finance,
Equity and Excellence. State funding to implement the Bridge to Excellence Act was phased-in over six
years, reaching full implementation in fiscal 2008. Chapter 288 required a follow up study of the
adequacy of education funding in the State to be undertaken approximately 10 years after its enactment.
The study must include, at a minimum, adequacy cost studies that identify a base funding level for
students without special needs and per pupil weights for students with special needs to be applied to the
base funding level, and an analysis of the effects of concentrations of poverty on adequacy targets. The
adequacy cost study will be based on the Maryland College and Career-Ready Standards (MCCRS)
adopted by the State Board of Education and include two years of results from new state assessments

aligned with the standards, which are scheduled to be administered beginning in the 2014-2015 school
year. :

There are several additional components mandated to be included in the study. These components
include evaluations of: the impact of school size, the Supplemental Grants program, the use of Free and
Reduced Price Meals eligibility as the proxy for identifying economic disadvantage, the federal
Community Eligibility Program in Maryland, prekindergarten services and funding, the current wealth
calculation, and the impact of increasing and decreasing enrollments on local school systems. The study
must also include an update of the Maryland Geographic Cost of Education Index.

Augenblick, Palaich and Associates (APA), in partnership with Picus Odden and Associates (POA), and

the Maryland Equity Project (MEP) at the University of Maryland, will submit a final report to the
State no later than October 31, 2016.

This report, required under Section 3.2.3.1 of the Request for Proposals (ROOR4402342), describes the
approach APA and its partners took to evaluate the use of free and reduced-price meal eligibility as a
proxy for identifying economically disadvantaged students, including the consideration of alternative
measures of economic disadvantages, for calculating compensatory aid. More specifically, it describes
the indicators of economic disadvantage currently being used by state school funding formulas across
the nation, including how states are addressing the changes in the collection of family income data as a
result of the Community Eligibility Provision (CEP) of the Healthy, Hunger-Free Kids Act of 2010, and it
simulates the effects on school district shares of state counts of economically disadvantaged students

for nine different proxies. The report concludes with a discussion of the tradeoffs associated with each
model.

Suggested Citation: Croninger, R. G., Rice, J. K. & Checovich, L. (2015). Evaluation of the Use of Free
and Reduced-Price Meal Eligibility as a Proxy for Identifying Economically Disadvantaged Students.
Alternative Measures and Recommendations. Denver, CO: Augenblick, Palaich & Associates.
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Introduction

Many state aid formulas for public schools include some form of compensatory funding. While states
consider a range of student characteristics to calculate compensatory aid, a primary consideration is the
number of students from economically disadvantaged households who are enrolled in a school district.
Low-income status is often used as a proxy for students with learning challenges because poverty
strongly correlates with many of these challenges. Because of this, a majority of states and the District
of Columbia provide additional funding for low-income students through their compensatory aid
formulas to provide additional education services (Education Law Center, 2013; Ushomirsky & Williams,
2015). Compensatory aid “compensates” school districts for the number of economically disadvantaged
students they serve, usually providing an additional amount of per pupil aid for each low-income
student enrolled in the school district. Thirty-nine states plus the District of Columbia currently provide
some form of compensatory aid for each enrolled low-income student to school districts as part of their
school funding formula (Verstegen, 2015).

While some states identify specific categories of students thought to require additional educational
resources (e.g. pregnant teenagers or students living in foster care), most states rely heavily on existing
student counts administered for means-tested federal programs to estimate the number of
economically disadvantaged students in a school district (Carey, 2002). As means-tested federal
programs require individuals and families to meet well-specified eligibility requirements, they provide
states with well-established public standards to identify students as low-income or economically needy.
Across state school funding formulas, the number of students eligible to participate in the National
School Lunch Program and School Breakfast Program (operated by the U.S. Department of Agriculture
and state education agencies) is the most-used indicator of the number of low-income students.
Twenty-two states use the number of students eligible to receive free and reduced-price meals (FRPMs)
through the National School Lunch and National School Breakfast programs as part of their state funding
formulas. Maryland is one of these states (Verstegen, 2015).

A student in any school can qualify for FRPMs through an application process or by direct certification.
The application process requires a parent or guardian to report household income and related
household data to determine if a student is eligible to receive free or reduced-price meals at school. A
student, however, can also qualify categorically without an application if her economic and social
situation places her in a category of students considered vulnerable to hunger or malnutrition. To
identify students who qualify categorically, social service agencies and school administrators match the
agencies’ records with school enroliment records, identifying students who have received services and
are enrolled in specific schools. “Identified students,” as they are referred to in federal guidelines,
include homeless children, children in foster care, children participating in Head Start, migrant children,
and children living in households receiving services from the Supplemental Nutritional Assistance
Program (SNAP), the Food Distribution Program on Indian Reservations (FDPIR), or the Temporary
Assistance for Needy Families (TANF) program (Hewins & Levin, 2014).
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To be eligible to receive free or reduced-price meals through direct application, a student’s household
income must not exceed 185 percent of the federally designated poverty threshold for a comparable
size family living in a similar geographic area. Students living in households with incomes that do not
exceed 130 percent of the poverty threshold are eligible to receive free meals, while students living in
households with incomes between 130 percent and 185 percent of the poverty threshold are eligible to
receive reduced-price meals (U.S. Department of Agriculture, Food and Nutrition Services, 2015).
Although identified students (e.g. students who qualify categorically) do not have to report household
income to receive free or reduced-price school meals, eligibility requirements for programs such as
SNAP or TANF are roughly 130 percent of the poverty threshold (Hewins & Levin, 2014), making direct
certification of eligibility by social service agencies and school administrators a good proxy for students
who live in economically disadvantaged households (Carey, 2002).

Student eligibility to participate in school meal programs has been used as a primary indicator of low-
income status since the 1990s (Carey, 2002). However, new eligibility requirements, such as the
Community Eligibility Provision (CEP) included in the 2010 Healthy, Hunger-Free Act (HHFKA), have
forced states to reconsider their formulas for compensatory aid (Center on Budget and Policy Priorities,
2015; Hewins & Levin, 2014). Moreover, as the number of students eligible for school meals programs
has increased, some policymakers have questioned whether FRPM eligibility accurately differentiates
between economically disadvantaged students and economically advantaged students (Cowan et al.,
2012; Harwell & LeBeau, 2010; Sparks, 2014). Approximately 44 percent® of students attending
Maryland Public Schools were FRPM-eligible during the 2013-2014 school year, up from 22 percent in
1990 (Sunderman & Dayhoff, 2014). Nationwide, 51 percent of students attending public schools were
eligible to receive free and ‘reduced-prite meals during the 2014-2015 school year, making “low-income”
or “economically disadvantaged” students a majority in the nation’s public schools for the first time
(Southern Education Foundation, 2015).

This report examines the efficacy of using FRPM eligibility as a proxy for economically disadvantaged
students and alternative indicators that could be used to determine compensatory aid for school
districts in Maryland. First, the report describes changes to federally-funded nutrition programs,
specifically CEP (included in the HHFKA), and explains how those changes affect state funding formulas
that, like Maryland’s formula, rely on the number of students eligible for free or reduced-price meals to
calculate compensatory aid for school districts. Next, the report identifies a range of plausible “work-
arounds” proposed by states and policy analysts to address CEP-created changes in requirements for
school meal program applications, as well as a range of non-FRPM based indicators of the number of
low-income students attending school districts being used in other states. Then, using Maryland’s 2013-
2014 enroliment data, the report simulates the effect of nine alternative indicators of low-income status
on school district shares of the estimated state count for that indicator. The report concludes with a
discussion of these simulation results and the strengths and weaknesses of each indicator.

! Based on October 2013 program enroliment data provided by the Maryland State Department of Education.
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Healthy, Hunger-Free Kids Act

In 2010, Congress passed the Healthy, Hunger-Free Kids Act (HHFKA), reauthorizing a series of federally-
funded nutrition programs. The Act had two broad goals: 1) to improve the nutritional standards
associated with the meals provided by food programs and 2) to enhance the “hunger safety net” so that
fewer children would go hungry across the nation (Healthy, Hunger-Free Kids Act, 2010). The federal
government began piloting provisions of HHFKA in schools during the 2011-2012 school year and phased
in states through the 2014-2015 school year, at which time the U.S. Department of Agriculture
implemented the new policies nationwide. Maryland piloted the policies during the 2013-2014 school
year and implemented them statewide during the 2014-2015 school year.

A major provision of HHFKA simplifies the application process for free and reduced-price meal programs.
Under CEP, every student in a school is eligible to receive free meals if social services and school districts
have identified 40 percent or more of the students as eligible through direct certification (Center on
Budget and Policy Priorities and Food Research and Action Center, 2013; Levin & Neuberger, 2013).% In
other words, if 40 percent or more of students in a school were categorically identified as being
vulnerable to hunger during the spring of the prior school year, then the school can opt to use the
community eligibility provision to provide free meals to all students starting in the fall of the next school
year. Vulnerable students, as identified in HHFKA, include homeless children, children in foster care,
children participating in Head Start, migrant children, and children living in households receiving services
from the SNAP, FDPIR, or TANF programs (Hewins & Levin, 2014).

If a school opts to use CEP, students who attend the school automatically qualify to receive free meals
for four years. Schools that opt into the provision are, under HHFKA, no longer permitted to collect
federal applications from students for the purpose of determining their eligibility for the school meal
program during this period. This HHFKA requirement was created to reduce the administrative burden
on schools and to reduce the amount of paperwork low-income parents have to complete to gain access
to meal services. Proponents of CEP claim that the provision dramatically reduces the paperwork burden
for schools, especially schools that serve high concentrations of poor and low-income children.
According to the Center on Budget and Policy Priorities, in such schools, “little purpose is served in
devoting resources to identify the few children who don’t qualify for free or reduced-price meals” (2015,
p.1).

While the first full implementation year of HHFKA increased student participation in the nation’s free
and reduced-price meals program, not all schools eligible to use CEP opted to do so. Nationwide, 45
percent of eligible schools (schools with 40 percent or more identified students) adopted CEP; among
high-poverty schools (schools with 60 percent or more identified students), 63 percent of eligible
schools adopted the provision. In Maryland, the rates of adoption are substantially lower, at seven

2 Under the school meals program, all school districts are required to identify students as eligible to receive free and reduced-
price meals through direct certification, regardless of whether a school qualifies for CEP or not. In non-CEP schools the total
number of students eligible to receive free and reduced-price meals is the number of students identified through direct
certification and the number of students identified through the appliéation process.
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percent of eligible schools and two percent of eligible high-poverty schools, respectively. States that
piloted HHFKA prior to the 2014-2015 school year have shown steady growth in adopting CEP, with the
highest rates of growth in lllinois, New York, Ohio and Kentucky. In other states, schools and districts are
taking a “wait and see” approach to the provision to more fully understand the effects of adoption
(Center on Budget and Policy Priorities, 2015).

One of the challenges schools and districts face in implementing the new CEP option is that many state
funding formulas use data from the school meal program applications to calculate compensatory aid.
Thus, even when schools and districts want to encourage the use of CEP to qualify more students for
school meal programs, administrators worry that adopting CEP will jeopardize their compensatory aid
(Center on Budget and Policy Priorities, 2015; Hewins & Levin, 2014). While the elimination of the meal
program applications simplifies paperwork and reduces the administrative load associated with
qualifying students for school meals, it creates other challenges for school and district administrators.
Namely, it can be challenging to obtain the individual income data required to determine compensatory
aid in CEP schools, especially if parents do not see a direct benefit to providing these data to school
personnel. Moreover, education accountability policies require individual indicators of income, so that
achievement data can be disaggregated by students who receive free and reduced-price meals and
students who do not. Although CEP serves the laudatory goal of providing more students with access to
healthy meals, it creates challenges in states that use these individual income data to determine

compensatory aid, determine eligibility for other programs, and hold schools accountable for low-
income students’” achievement.

State Funding Formulas and Alternative Indicators of Low-Income
Status

State funding formulas use a range of indicators to identify students as economically disadvantaged. A
table presenting the indicators of low-income status used in different states’ public school funding
formulas is provided in the Appendix. Information for the table comes from Verstegen’s 2015 survey of
school finance policy. In reviewing the survey, the study team focused on how states described the
indicators used to calculate compensatory aid designated for “at-risk students.” Because this report is
only interested in indicators of economically disadvantaged students, the table does not include other
state-identified indicators of risk, such as the number of English Language Learners (identified as an
indicator of risk in California) or the number of high school students who are more than a year older
than expected for their grade (identified as an indicator of risk in the District of Columbia). If and when
information on the survey was ambiguous, the study team examined state-sponsored websites to clarify
the indicators being used in a state’s formula. The study team also searched for recent news about
changes in state funding formulas so as to update, where necessary, the information provided in
Verstegen’s survey. (This was the case for Indiana and Massachusetts.)
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As noted previously, a total of 39 state school funding formulas and the District of Columbia’s school
funding formula include some kind of indicator of low-income status to calculate compensatory aid.?
The most frequently used indicator is eligibility for the free and reduced-price meals program: Twenty-
two states use the full count of students eligible to receive free and reduced-price meals as the sole
indicator or as a major indicator in their compensatory aid formulas, while seven states restrict the
count to those students eligible for free meals (Michigan combines this count with other categories of
eligibility). Another nine states and the District of Columbia use some form of direct certification
associated with students who participate in various public assistance programs (e.g. SNAP, TANF, and
Medicaid) and/or categorical criteria to identify vulnerable students (e.g. homeless students, students in
foster care, or pregnant teenaged students) to calculate compensatory aid for school districts. Three

states use Title | counts and two states use U.S. Census estimates of numbers of children in poverty in
school districts.

While virtually all of these indicators rely on data from means-tested federally-funded programs (with
the possible exception of categorical designations such as the number of children in parenting and teen
pregnancy programs or juvenile delinquents), they use different income thresholds to designate
whether a household is low income or economically disadvantaged. States that use eligibility for the free
and reduced-priced meal program as their indicator of low-income status set the income threshold at
185 percent of the poverty threshold. States that use eligibility for free meals only (not reduced-priced
meals) or direct certification based on participation in various social service programs set the threshold
at approximately 130 percent of the poverty threshold. States that use the poverty rate itself as part of

their formula are the most restrictive, setting the threshold at or below the poverty line as its indicator
of low-income status.

Of the 39 states and the District of Columbia that use some form of low-income status indicator to
calculate compensatory aid, 29 will need to make some accommodation to their funding formula for
schools using CEP. The only state funding formulas that will not require an accommodation are those
that use direct certification or categorical eligibility only as a low-income status indicator or those that
use school district poverty rates as an indicator. While there is no comprehensive national survey of how
states are adjusting their formulas to accommodate CEP requirements, several organizations (e.g. the
Center on Budget and Policy Priorities and the Food Research and Action Center) have provided
information and recommendations to state policymakers about alternatives to school meal applications
for estimating the number of economically disadvantaged students in schools, especially CEP schools.
These actual and recommended state policies, which are still evolving, fall into three broad categories:
1) use of an alternative form, funded through school districts and the state, to determine household

® A number of states that the study team designates as having no indicator for low-income status stated that they provide
“supplemental grants” to schools for at-risk students. (This was the case in Arizona.) However, these grants appear to function
more as “block grants,” which school districts can use for multiple purposes. Most of these states also indicated that the grants
are not designated specifically for “at-risk students” in their school funding formula.
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income, 2) use of a hybrid model that relies on direct certification and federal school meal applications
in schools that do not qualify for CEP, and relies on prior data or a multiplier to estimate the number of

low-income students in schools that do adopt CEP, or 3) use of alternative indicators, including direct
certification counts in all schools.

Use of Alternative Forms

In states that use school meal program eligibility as part of their funding formulas, the most common
work-around is to continue to collect individual income data from households through an alternative
household income form, sponsored and paid for by school districts and states.* Although HHFKA does
not permit the collection of individual income data for the purpose of qualifying students for school
meals, school districts and states can use an alternative form to collect individual income data for use by
other programs. California has adopted this approach by developing five different alternative forms and
translating the forms into multiple languages.® Just as in non-CEP schools, where direct certification and
the federal application are used to identify low-income students, an alternative form can be used in CEP
schools to gather individual income data for the purposes of accountability or to determine whether a
student is eligible for other programs.

Although the use of an alternative form creates some additional paperwork for school districts, it also
creates an opportunity to develop clearer, less burdensome forms than those required by the federal
meals programs’ applications. For example, while federal regulations require families to provide a Social
Security number, an alternative form need not include such a requirement. Moreover, the use of
alternative forms can be restricted to only those students who are not identified through direct
certification in CEP schools. This approach resulted in directly collecting income data from only about
one-third of families in CEP schools in Detroit, Michigan; Buffalo, New York; New York City; and
Rochester, New York (Hewins & Levin, 2014).

There is major concern among school officials that families may not complete the alternative form if
they do not receive any direct benefit (e.g. qualifying their child for food services) for completing it.
Unfortunately, there is little systematic data on alternative form response rates in school districts with
CEP schools. The Food Research and Action Committee reports response rates of 98 percent in Floyd
County, Kentucky, one of the pilot states for HHFKA, and in Chicago Public Schools (Hewins & Levin,
2014), but these data are at best anecdotal.

Hybrid Models

Other states have adopted hybrid models to estimate the proportion of students in a school that would
be eligible for free and reduced-price meals. In these states, non-CEP schools use direct certification and
the federal application for the school meals program to identify low-income students and CEP schools
use a work-around other than an alternative income form. A major distinction between the hybrid
models and the use of an alternative income form is that many hybrid models do not provide individual

* personal correspondence from Jessie Hewins, Food Research and Action Committee, February 5, 2015.
* For examples of household income forms used in California, see http://www.cde.ca.gov/fg/aa/lc/Icfffagq.asp#PROV2and3.
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income data about students. These models may not resolve the problems associated with using

individual measures of low-income status for accountability purposes or to qualify students for other
programs.

Texas, for example,-uses the national multiplier for reimbursement (number of identified or directly
certified students, multiplied by 1.6) to estimate the share of students eligible for free and reduced-
priced meals in CEP schools.® The multiplier is a national estimate of the ratio of the total number of
public school students who qualify for free and reduced-price meals to the total number of direct
certified or identified students eligible to participate in school meals. Although the estimate is not an
exact number of eligible students, it has been promoted as a reasonable proxy for the number of eligible
students enrolled in a school, if federal applications were still taken (Hewins & Levin, 2014; Levin &
Neuberger, 2013). Federal guidelines state that the U.S. Department of Agriculture may adjust the
multiplier to a number between 1.3 and 1.6 in the future, if it deems that adjustment more accurately
reflects the actual ratio of free and reduced-price meals students to direct certified students. However,
after such an adjustment, CEP schools may continue to use the 1.6 multiplier through their current four-
year period of eligibility.

Arkansas has proposed “freezing” the percentage of students who qualified for free and reduced-price
meals the year prior to a school becoming eligible for CEP. Arkansas would then adjust the percentage
every five years if the national multiplier of 1.6 times the number of identified students differed from
the “frozen” percentage by more than five percentage points.” The Maryland General Assembly also
passed a bill (Hunger-Free Schools Act, 2015) that included both an alternative form option and a
“freeze” option. School districts can use either 1) the counts derived from the federal application in non-
CEP schools and the counts derived from an alternative form in CEP schools or 2) the counts derived
from the federal application in non-CEP schools and the counts derived from multiplying the percentage

of students eligible for the school meals program in the year prior to adopting CEP by the current
enrollment in CEP schools.

Alternative Indicators

In the nine states and the District of Columbia that do not use eligibility to receive free and reduced-
price meals or free meals only as part of their school funding formula, no work-around or special
accommodation needs to be made for CEP schools. In these states, calculations for the purpose of
compensatory aid can be the same in every school or district, regardless of whether a school adopts
CEP. In the case of states that identify low-income students through direct certification and/or
categorical criteria, individual indicators can also be used to disaggregate achievement data for the

See http://www.squaremeals.org/Programs/NationalSchoolLunchProgram/CommunityEligibilityProvision.aspx for an

explanation of how Texas adjusts enroliment in CEP schools to estimate students eligible for free or reduced-price meals.
"Fora description of the proposed legislation, see

http://adesharepoint2.arkansas.gov/memos/Lists/Approved%20Memos/DispForm2.aspx?1D=1488&Source=http%3A%2F%2Fad
esharepoint2%2Earkansas%2Egov%2Fmemos%2Fdefault%2Easpx.
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purpose of accountability. These individual indicators can be used to qualify students for other programs
as well, such as waivers from specific fees (Hewins & Levin, 2014).

Simulations

To explore the consequences of using different indicators of low-income students for the state’s funding
formula, the study team ran nine simulations using 2013-2014 program enroliment data for Maryland.
Because the recommended funding formula will not be known until the completion of the assessment of
the current funding formula, the study team focused on how different indicators of low-income students
affected a school district’s share of the total state count for that indicator. ® For example, if the number
of FRPM-eligible students is used as the indicator for the state funding formula, what percent of the
state count (share) is represented by the number of FRPM-eligible students in each school district? How

does the percent of the state count change for each school district if a different proxy is used to identify
disadvantaged students?

The simulations fall into two broad categories: a) FRPM-based simulations that use different “work
arounds” to estimate the number of students eligible for free and reduced-price meals in non-CEP and
CEP schools and b) alternative indicators that use an indicator other than FRPM eligibility to estimate
the number of economically disadvantaged students in schools. FRPM-based simulations use free and
reduced-price meals as the primary indicator of low-income status. These simulations propose a “work
around” for how to estimate the number of students eligible for free and reduced-price meals in CEP
schools. Alternative indicators propose a different proxy for identifying low-income students — one that
is the same for students in non-CEP and CEP schools. The nine simulations are:

FRPM-Based Simulations

e Hybrid All. School districts use direct certification and the federal application for free and
reduced-price meals in non-CEP schools and count all students in CEP schools as low income.
The total number of low-income students equals the sum of the number of students identified
as low-income through direct certification and the federal application in non-CEP schools and
the total enrollment of students in CEP schools.

e Hybrid 1.8. School districts use direct certification and the federal application for free and
reduced-price meals in non-CEP schools and multiply the number of direct certified students by.
Maryland’s statewide average multiplier of 1.8% in CEP schools. The total number of low-income
students equals the sum of the number of students identified as low-income through direct
certification and the federal application in non-CEP schools and the product of the number of
identified or direct certified students and 1.8 in CEP schools.

® The research team did not simulate the effects on school district shares of Maryland’s recently passed Hungry-Free Schools
Act, 2015. The Act allows schools districts to estimate the number of FRPM-eligible students in CEP schools through the use of
an alternative income form or through calculating the product of the FRPM rate the year prior to adopting CEP and the current
enrollment. These shares are unlikely to differ from the baseline model with use in these simulations.

% 1.8 is the ratio of the number of students eligible for free and reduced-price meals to the number of direct certification
students statewide in Maryland. The study team used 2013-14 program enroliment data to calculate the ratio.
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Hybrid 1.6. School districts use direct certification and the federal application for free and
reduced-price meals in non-CEP schools and multiply the number of direct certified students by
the national reimbursement rate of 1.6 in CEP schools. The total number of low-income students
equals the sum of the number of students identified as low-income through direct certification
and the federal application in non-CEP schools and the product of the number of identified or
direct certified students and 1.6 in CEP schools.

Hybrid 1.4. School districts use direct certification and the federal application for free and
reduced-price meals in non-CEP schools and multiply the number of direct certified students by
Maryland’s CEP-eligible average multiplier of 1.4'° in CEP schools. The total number of low-
income students equals the sum of the number of students identified as low-income through
direct certification and the federal application in non-CEP schools and the product of the
number of identified or direct certified students and 1.4 in CEP schools.

Alternative Indicator Simulations

Free Only. School districts use direct certification and the federal application for free and
reduced-price meals in non-CEP schools and direct certification and an alternative household

‘income form in CEP schools to determine the number of low-income students. However, only

students eligible for free meals are counted as economically disadvantaged. The total number of
low-income students equals the sum of the number of students identified as eligible for free
meals through direct certification and the federal application in non-CEP schools and the total
number of students identified as eligible for free meals through direct certification and an
alternative household income form in CEP schools.

Direct certification (DC). School districts use the counts derived from direct certification in non-
CEP schools and CEP schools. Students are identified as low-income only through direct
certification. The total number of low-income students equals the total number of students
identified through direct certification in non-CEP and CEP schools.

Title I. School districts use the counts derived from students who receive Title | services or
attend Title I schools. Students are identified as low-income only using Title | criteria. The total
number of low-income students equals the total number of students identified as Title |
students in non-CEP and CEP schools.

U.S. Census Estimates of Poverty. The state uses estimates of poverty for children ages five to
17, obtained from the U.S. Census Bureau, to calculate compensatory aid. The total number of
low-income students in a school district equals the school district’s enroliment multiplied by the
county poverty rate.

Weighted U.S. Census Estimates of Poverty. The state uses estimates of poverty for children ages
five to 17, obtained from the U.S. Census Bureau, to calculate compensatory aid. However, the
total number of low-income students in a school district equals the school district’s enrollment

191 4 is the ratio of the number of students eligible for free and reduced-price meals to the number of direct certified students
in CEP-eligible schools statewide in Maryland. This ratio is smaller than the statewide average because CEP schools have a
higher proportion of their students directly certified as eligible for free and reduced-price meals than students statewide.
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multiplied by the square of the county’s poverty rate divided by the state poverty rate. The

weighted U.S. estimate of poverty modifies counts in school districts relative to the state’s
poverty.

All simulations are based on data provided by the Maryland State Department of Education or the U.S.
Census Bureau. The study team used program enrollment data reported in October 2013 and March
2014 to estimate the number of students in each school eligible for free and reduced-price meals, either
through direct certification or through an alternative form. The study team adjusted these estimates for
the number of pre-kindergarten students enrolled in schools and for the number of pre-kindergarten
students receiving school meals, based on March 2014 enrollment data.™ Census Bureau estimates of
children living in poor households, by county, come from 2013 Census data and can be obtained at
http://www.census.gov/did/www/saipe/downloads/sd13/index.html.

When running the FRPM-based simulations, the study team used October 2013 program enroliments to
identify schools with 40 percent or more students eligible for school meal programs through direct
certification. The study team identified a total of 317 schools eligible to adopt CEP for the 2014-2015
school year. To estimate the count of low-income students in school districts with non-CEP eligible and
CEP eligible schools, the simulation used program enrollment data to identify the total number of
students eligible for free and reduced-price meals in non-CEP schools and added the number of students
identified as eligible using the hybrid model in CEP schools. For the 1.8, 1.6 and 1.4 multipliers, the study
team capped the product of the multiplier and number of direct certified students to the total school
enrollment minus prekindergarten children in each CEP school.

The study team used free and reduced-price meal counts as the baseline for each simulation to estimate
how a different indicator would affect a school district’s share of the state count. The baseline assumes
that the state would continue to determine the number of low-income students through direct
certification and the use of the federal application in non-CEP schools and the use of direct certification
and an alternative household income form in CEP schools. The total number of low-income students
equals the unduplicated sum of the number of students identified as low-income through the federal
application, the number students identified as low-income through the alternative income form, and the
number of students identified as low-income through direct certification.

The results of the simulations are shown in Tables 1 through 9. The first column identifies the county,
with the exception of the last row that provides statewide counts and percentages. The second and
third columns present the estimated count associated with the hybrid or alternative indicator, along
with the percent of total enrollment represented by that count. Columns four and five present the

" The study team’s final estimate of the total enrollment and the free and reduced-price meal enrollment is within .003 percent
of the statewide figures reported in Exhibit 3.8: Compensatory Education Formula Calculation, Fiscal 2015, included in the 2014

Legislative Handbook: Education in Maryland (Library of Information Services, Office of Policy Analysis, Legislative Services,
2014, p. 99).
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estimated 2013 free and reduced-price meals count, followed by the percent of the total enroliment
represented by that count. Column six presents the share of the state count represented by the
estimated hybrid count or alternative indicator count for each county. Column seven presents the share
of the state count represented by the FRPM count for each county. The last column presents the
percentage point difference between the hybyrid or alternative indicator share and the FRPM share. A
positi\}e pertent indicates an increase in share; a negative percent indicates a decrease in share.*

As these simulations indicate, school district shares of the state count of low-income students vary with
the proxy used to identify economically disadvantaged students. The smaller changes occur for the
FRPM-based simulations, while larger changes in shares occur for alternative indicator simulations.
These shifts in shares, however, cannot be interpreted as percent shifts in the compensatory aid that
school districts would receive using a particular model. For example, each of the alternative indicators
results in a reduction of the state count for low-income students, because each of these indicators is
based on a more restrictive threshold for identifying economic need; without any adjustment these
proxies would result in lower levels of compensatory aid for all school districts. While school district
shares of the state count provide a good picture of how students identified as low-income for each
proxy are distributed across the state’s school system, the actual effect of these proxies on
compensatory aid depends on the specifics of the funding formula used, including the compensatory
allocation per pupil, wealth adjustment and minimum grant or hold harmless provision.

Hybrid-All vs. Free and Reduced-Price Meals

Table 1, below, presents a comparison of using a hybrid model that identifies all students in CEP schools
as low-income versus using FRPM counts to identify low-income students in non-CEP and CEP schools.
The overall state count for low-income students increases by 3.3 percentage points using this model,
from 42.9% low-income students to 46.2% low-income students. Ten school districts see an increase in
their share of the state count compared to their share of the state count using FRPM eligibility; eight
school districts see a decrease in their share of the state count. Baltimore City has the largest increase
(0.9 percentage points), followed by Wicomico County (0.4 percentage points). Montgomery County and
Prince George’s County have the largest decreases in shares (-0.9 percentage points, each). Most
changes in shares are less than one half of a percentage point. In general, the Hybrid-All model increases
the state share of low-income students in school districts with larger CEP eligible enrollments and
decreases the state share of low-income students in school districts with smaller CEP enrollments.

= Using Table 1 as an example, the estimated number of low-income students in Allegany County using the Hybrid-All model is
6,271. Allegany’s share of the state count for that model is 1.6% (6,271/390,038). Allegany’s share of the state count for
students eligible for FRPM is 1.3% (4,634/361,741). Allegany’s share of the state count would increase by 0.3 percentage points
if the state used the Hybrid-All model to estimate the number of low-income students in the state.

11
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Table 1: County Shares of State Hybrid-All (H-All) and State Free and Reduced Price Meal
(FRPM) Counts Using 2013-14 Enrollment Data’

Alicgany 6,271 : 739% 46 4 546% 16% 13% 03%
Anne Arundel 24,652 319%| 23674 30.6% 63%|  65%|  -02%
BaltimoreCity | 76730 |  950%) 67904 Bil% |  197%|  188% )  09%
Baltimvore >53,196 ’50.1% 49,037 ' 46.2% 13.6% 13.6% 0.1%
Calvert - 3,769 245%| 3769 | 245% 1.0% 10%|  -01%
Caroline 3,149 61.4% 2,8'59 55.7% 0.8% 0.8% 0.0%
Carroll 4998 | 192%| 4788 | = 184% 13% 13%|  0.0%
Cecil 7,552 526%| 6470 45.1% 1.9% 1.8% 0.1%
Charles 8,775 236% . Rd4s | 323% 22% 23%|  01%
Dorchester 3,798 83.0% 2,905 63.5% ‘ 1.0% 0.8% ‘ 0.2%
Frederick _ 10358 |  259%| 10040 |  251%|  27%|  28%|  -01%
Garrett 1,8v98 47.9% 1,898 0.5% 0.5% 0.0%
Harford 11,642 31.1% d1047 F C BO0%b 3% 049
Howard 9,846 18.8% 9,683 2.5% 2.7% -0.2%
Kent 1802 | e41%| 1037 51.0% 0300 |+ 1 B39 0.0%
Montgomery 48,950 33.0%| 48525 32.7% 12.6% 13.4% -0.9%
Prince George's | 74,678 618% | 1AL 60.0% 19.1% 20.0% - -09%
Queen Anne’s 1,899 25.0% 1,896 24.9% 0.5% 0.5% 0.0%
st. Mary’s 5957 343% ol 30.3% 1.5% st 0%
Somerset 2,733 98.3% 1,969 70.8% 0.7% 0.5% 0.2%
Talbot 1,805 40.5% 1,768 39.7% 0.5% 0.5% | 0.0%
Washington 12,034 554%| 10,772 49.6% 3.1% 3.0% 0.1%
Wicomico 10,511 755% 17 Bisy 58.6% 2.7% 23% 0.4%
Worcester 3,535 54.8% 2,738 42.5% 0.9% 0.8% 0.1%
Statewide 390,038 46.2% | 361,741 42.9%| 100.0% | 100.0% 0.0%

1

Hybrid-All counts every student in a CEP eligible school as being economically disadvantaged. The total count equals all

students in CEP eligible schools plus all Free and Reduced Price Meal students in all non-CEP eligible schools. Counts
estimated using October 2013 program enrollment data. Counts subtract estimates of prekindergarten enroliment based on

March 2014 program enrollment data. Reported percentages rounded to a tenth of a percent.
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Hybrid-1.8 vs. Free and Reduced-Price Meals

Table 2, below, presents a comparison of using a hybrid model that identifies low-income students in
CEP schools by multiplying direct certification counts by 1.8, the statewide ratio of FRPM counts to
direct certification counts, versus using FRPM counts to identify low-income students in non-CEP and
CEP schools. Although 1.8 is the statewide ratio in Maryland, under this simulation, the state count of
low-income students increases by 1.9 percentage points, from 42.9% to 44.8%. Eight school districts see
an increase in their share of the state count, while eight school districts see a decrease in their share of
the state count. Baltimore City has the largest increase in shares (1.2 percentage points) followed by
Wicomico County (0.3 pércentage points). Prince George’s County has the largest decrease in state
shares (-0.7 percentage points), followed by Montgomery County (-0.6 percentage points). Changes in
state shares are roughly the same or smaller comparing the Hybrid-All model to the Hybrid 1.8 model,
with the exception of Baltimore City. '

Table 2: County Shares of State Hybrid-1.8 (H-1.8) and Free and Reduced Price Meal
(FRPM) Counts Using 2013-14 Enrollment Data’

Anne Arundel 24,049 ; 31.1% 23,674 30.6% 6.4% 6.5% -0.2%
BaltimoreCity | 75422 |  93.4%

Baltimore S 50,337 47.4% 49,037 46.2% - 13.3% 13.6% -0.2%

Caroline

Somerset 2,623 94.3% 1,969 70.8% 0.7% 0.5%1L 0.1%
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Talbot I 178 - 401% 3979 | . 05061 05061 000
Washington 11,553 53.1% 49.6% - 3.1% ‘ 3.0% 0.1%’
Wicomico . | 9480 | eBI%.  &isc | Seel | 2ol 280l 03%
Worcester | 3183 |  494%| 425%|  08%|  08%|  0.1%
Statewide | 378113 |  44.8% | 3¢ 429% |  1000%| 1000%|  00%

! Hybrid-1.8 estimates the number of economically disadvantaged students in CEP eligible schools as being equal to the

number of directly certified students times 1.8 in each CEP school, the state ratio of the Free and Reduced Price Meal count
to the Direct Certification count. The total count equals the estimated count in CEP eligible schools plus the count for Free
and Reduced Price Meal students in all non-CEP eligible schools. Counts estimated using October 2013 program enrollment

data. Counts subtract estimates of pre-kindergarten enroliment based on March 2014 program enrollment data. Reported
percentages rounded to a tenth of a percent.

Hybrid 1.6 vs. Free and Reduced-Price Meals _

Table 3, below, presents a comparison of using a hybrid model that identifies low-income students in
CEP schools by multiplying direct certification counts by 1.6, the national reimbursement multiplier,
versus using FRPM counts to identify low-income students in non-CEP and CEP schools. Using this
model, the state count of low-income students still increases, but only slightly, from 42.9 percent to 43.9
percent (an increase of 1 percentage point). Six schools districts see an increase in state shares while
seven school districts see a decrease in state shares. Once again, Baltimore City has the largest increase
in state shares (1.1 percentage points), followed by Wicomico County (0.2 percentage points). Prince

George’s County and Montgomery Count have the largest decreases in state shares (-0.5 and -0.4
percentage points, respectively).

Table 3: County Shares of State Hybrid-1.6 (H-1.6) and Free and Reduced Price Meal
(FRPM) Counts Using 2013-14 Enroliment Data’

Allegany. 1| 5801 | e1a% 0 el | naesl tdwl 13%) 0d%
Anne Arundel 23,724 307%]| 23674 30.6% 64%|  65% -0.1%
BaltimoreCity | 73421 |  909%| 670504 |  841%|  198%|  188%|  11%
Baltimore 48,874 46.1%| 49,037 T 462% 13.2% 13.6% 0.4%
Calvert . 3760 |\ | 2Bwl . sgee | PARUl L HO% L LO%E . D0W
Caroline 2,925 57.0% 2,859 55.7% 0.8% 0.8% 0.0%
Carroll - 48 875 agme | 8400 G3m 0 13% 1 . 009
Cecil 6,802 47.4% 6,470 451%|  18%|  1.8% 0.0%
Charles 0 aam1 | os%l a3 | 328% 1 g3ml . 23% 1 00%
Dorchester 3,384 74.0% 2,905 4 63.5% ‘ 0.9% 0.8% 0.1%
Frederick 9924 '  248%! 10040 | 254%| @ 27% 28%|. . 0d%
Garrett 1,898 47.9% 1898 |  47.9% 0.5% 0.5% 0.0%
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Harford 11,078 296%| 11,047  29.5% 3.0% 31% -0.1%
Howard 9,715 18.5% 9,683 18.4% 2.6% 2.7% -0.1%
K T T sEoR oe |ty o os e e 00w
Montgomery 48,195 32.4% 13.0% 13.4%  -04%
Prince George’s | 72220 | 598%| 7 | 95wl 200% | 0 05%
Queen Anne’§ ’ 1,897 | 24.9% | 1896 0.5%7 0.5% 0.0%
st.Mary's - Erod 31.7% 5055 0 9030 F i5opl o 160 0.0%
Somerset 2,430 87.4% 1,969 70.8% 0.7% 0.5% 0.1%
Talbot 1,775 39.9% 1,768 39.7% | 058% = o 05%F . 00%
Washington 11,176 51.4% 10,772 49.6% 3.0% 3.0% 0.0%
Wicomico . = | 8997 - 64.6% 8159 | . 5869\ . 24%) . 23%| . 02%
Worcester 3,009 46.7% 2,738 ‘ 42.5% 0.8% 0.8% k 0.1%
Statewide 370,385 43.9%| 361,741 |  429%| 100.0%| 1000%|  0.0%

! Hybrid-1.6 estimates the number of economically disadvantaged students in CEP eligible schools as being equal to the

number of directly certified students times 1.6 in each CEP school, the national reimbursement rate. The total count equals
the estimated count in CEP eligible schools plus the count for Free and Reduced Price Meal students in all non-CEP eligible
schools. Counts estimated using October 2013 program enrollment data. Counts subtract estimates of pre-kindergarten
enrollment based on March 2014 program enrollment data. Reported percentages rounded to a tenth of a percent.

Hybrid 1.4 vs. Free and Reduced-Price Meals

Table 4, below, presents a comparison of using a hybrid model that identifies low-income students in
CEP by multiplying direct certification counts by 1.4, the statewide average multiplier of FRPM counts to
direct certification counts in CEP schools, versus using FRPM counts to identify low-income students in
non-CEP and CEP schools. This Hybrid model more closely approximates the state share of low-income
students using FRPM counts, 42.6 percent compared to 42.9% (a difference of only -0.3 percentage
points). Only four school districts see an increase in state shares, with Baltimore City seeing an increase
of 0.5 percentage points. All of the other increases are no greater than 0.1 percentage point. Baltimore
County sees that greatest decrease in state shares (-0.4 percentage points) followed by Prince George’s
County (-0.2 percentage points). All other decreases in state shares are no greater than 0.1 percentage
points. Of the four hybrid models, this model most closely approximates the shares based on the free
and reduced-price meal eligibility.
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Table 4: County Shares of State Hybrid-1.4 (H-1.4) and Free and Reduced Price Meal
(FRPM) Counts Using 2013-14 Enrollment Data’

miegany. U] agn saew|  Lsw| o iaw| 0%
Anne Arundel 23339 30.6% 6.5% 6.5% 01%
BaltimoreCity | 69,148 | 841wl 1oool 0 dBB | HEYL
Baltimore 47,355 46.2% 13.2% 13.6% -0.4%
Calvert 3,769 v e e
Caroline 2,828 55.1% 2,859 55.7% 0.8% 0.8% 0.0%
carroll 4811 185% d7es | qRassl - aswle s T3l 00%
Cecil 6,526 45.5% 6,470 45.1% 1.8% 1.8% 0.0%
Charles 8,412 322%| . 8443 |  323% 2.3% | V230 0.0%
Dorchaster 3,132 68.5% 2,905 63.5% 0.9% 0.8% 0.1%
Frederick 9,751 244%| 10040 |  251% 2.7% 28% -0.1%
Garrett 1,898 47.9% 1,898 47.9% 0.5% 0.5% 0.0%
Harford 10830 289% | 11047 | 2950 3.0% | 3.1% - 0.0%
Howard 9,688 18.5% 9,683 18.4% 2.7% 2.7% 0.0%
1076 | s30%| oy | stow|  03%|  o3%|  oo%
Montgomery 47,959 32’.3%4 48,525 32.7% 13.3% 13.4% -0.1%
Prince George’s 71,286 59.0% 12471 . 60.0% | 19.8% . 20009 -0.2%
Queen Anne’s 1,896 24.9‘% 1,896 24.9% 0.5% 0.5% 0.0%
St. Mary’s 5324 | - 307%| . 525 | = 3039 1.5% 15%|  0.0%
Somerset 2,133 ' 76.7% 1,969 70.8% 0.6% 0.5% 0.0%
Talbot 1,766 3979 . 1768 | . 39704 0.5% 0.5% - 0.0%
Washington 10,717 49.3% ‘10,772 49.6% 3.0% 3.0% 0.0%
Wicomico 8,370 60.1% 8,159 58.6%  2.3% 23% . | 0%
Worcester 2,835 44.0% 2,738 42.5% 0.8% 0.8% 0.0%
Statewide 359,678 42.6% | 361,741 42.9% | 100.0% | 100.0% 0.0%

Hybrid-1.4 estimates the number of economically disadvantaged students in CEP eligible schools as being equal to the
number of directly certified students times 1.4 in each CEP school, the state ratio of the Free and Reduced Price Meal count
to the Direct Certification count in CEP schools only. The total count equals the estimated count in CEP eligible schools plus
the count for Free and Reduced Price Meal students in all non-CEP eligible schools. Counts estimated using October 2013
program enroliment data. Counts subtract estimates of pre-kindergarten enrollment based on March 2014 program
enrollment data. Reported percentages rounded to a tenth of a percent.
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Free Only vs. Free and Reduced-Price Meals

Table 5, below, presents a comparison for using free only counts versus the free and reduced-price
meals counts to identify low-income students in all schools. Because the income threshold for qualifying
for free meals is lower than the income threshold for qualifying for reduced-price meals, this model
reduced the state count of low-income students from 42.9% to 37.0%, a decrease of 5.9 percentage
points. Nonetheless, shifts in state shares are relatively small for most school districts. Two school
districts see an increase in state shares, with Baltimore City seeing the greatest increase (1.5 percentage
points), followed by Wicomico County (0.2 percentage points). Seven school districts see decreases in
state shares. Montgomery County has the largest decrease (-0.9 percentage points), followed by Anne
Arundel County (-0.3 percentage points) and Baltimore County (-0.2 percentage points). All other
decreases are no greater than 0.1 percentage points. In general, this model increases the state shares of
school districts with a higher ratio of students who qualify for free meals to students who qualify for
reduced-price meals; the model decreases the state shares of school districts with a lower ratio for
these students.

Table 5: County Shares of State Free Only and Free and Reduced Price Meal (FRPM)
Counts Using 2013-14 Enrollment Data

Dorchester

Garrett

15.1% 9,683

Howard

48,525 32.7% 12.5% 13.4% -0.9%

Montgomery 26.3%
Prnes Geo %
Queen Anne’s .0%
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St.Mary’s 4534 | . 761%| .spss | 303%] 15061 qpohl . 00%
Somerset 1,814 65.2% k : 6.6% 7 0.5‘5/0 0.0%
et L LR e e 0wl 0s%l 00%
Washington T 9353 | 430%]| 3.0%|  30%|  0.0%
Worcester 2,439 37.8% 0.8% T 0.8% 6..0%
Statewide 312,283 |  37.0%| 361,741 |  429%| 1000%| 1000%|  0.0%

Free Only and Free and Reduced Price Meal counts estimated using October 2013 'program enrollment data. Counts subtract

estimates of pre-kindergarten enrollment based on March 2014 program enroliment data. Reported percentages rounded to
a tenth of a percent.

Direct Certification vs. Free and Reduced-Price Meals

Table 6, below, presents a comparison for using free and reduced-price meals counts versus direct
certification counts to identify low-income students in all schools. Because the direct certification uses a
lower income threshold to identify low-income students, the direct certification count is substantially
lower than the FRPM count, from 42.9% to 24.2%, or 18.7 percentage points lower. However, using this
model, seventeen school districts see an increase in shares of the state’s low-income count. Baltimore
City has the largest increase (6.2 percentage points), followed by Wicomico County (0.6 percentage
points), and four school districts have increases of 0.4 percentage points (Allegany, Cecil, St. Mary’s and
Washington counties). Prince George’s County has the largest decrease (-5.9 percentage points),
followed by Montgomery County (-3.2 percentage points) and Baltimore County (-0.4 percentage
points). Using direct certification as the indicator for low-income increases, the share of the state count
for school districts that have a higher ratio of direct certified students to students who qualify for free
and reduced-price meals — that is, school districts with a higher proportion of more severely
economically disadvantaged students.

Table 6: County Shares of State Direct Certification (DC) and Free and Reduced Price
Meal (FRPM) Counts Using 2013-14 Enrollment Data’

Allegany 3411 40.2% | H46nl 7 . . M
Anne Arundel 12,964 168%| 23,674 "~ 30.6% 63% 6.5% -0.2%
BaltimoreCity | 51,068 | =~ 633%| 67904 | = B41%|  250%|  188%|  62%
Baltimore 26,951 25.4‘%‘ 49,037 1T 46‘.27%“ — 13‘.2‘% '1-3-6%' —0;4%
Calvert = . . 2423 0 o (1B0% 306901 20| IO e 10% 1 0%
Caroline 1,731 33.8% 2,859 55.7% T 0.8% 0.8% T01%
carroll . 3009 & o800l ages 0 (BAUL . d6% L aB%l L DRn
Cecil 4398 |  285% 6,470 4'5.'1%% 2.2% 1.8% 0.4%
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Charles 5,025 19.2% 8,443 323%|  25% 23%| = 01%
Dorchester 2,216 48.3% 2,905 63.5% 1.1% 0.8% 0.3%
Fredeick = | 6032 | = d5101 o040 | & ohqml . 3ol o ggesl f 029
Garrett . 951 24.0% 1,898 47.9% 0.5% 0.5% -0.1%
Harford . | 5963 | 1500h1 11047 | 2050661 | Doos| 31%|  -01%
Howard 4,920 94%| 9,683 18.4% 2.4% 27%|  03%
Kent @ 757 | 373% 0 4037 [ 5109 04%|  03%|  01%
Montgomery 20,894 14.1%| 48,525 327%|  102% 13.4% -3.2%
Prince George's 28918 | 239% . AT} 60’,0%;; 14200 000% ) 59%
Queen Anne’s 1,225 1,896 24.9% 0.6% 0.5% 0.1%
St.Mary’s . 3:685 o 1.2% 7 5,255 = 303% 7 ":1'8%, e 15% ’ = 0} 4%
Somerset . 1,528 54.9% 1,969 70.8% 0.7% 0.5% 0.2%
Talbot = 1 idde 266%[ @ a7es | 3097%l 0% - 08% © 01%
Washington 6,857 | 31.5% | 10,772 49.6% 3.4% 3.0% | 0.4%
Wicomico 5,928 426%| 8159 |  586% 2.9% 23% 0.6%
Worcester » 1,966 30.5% 2,738 42.5% 1.0% 0.8% 0.2%
Statewide | 204,207 24.2% | 361,741 42.9% 100.0% 100.0% 0.0%

' Direct Certification and Free and Reduced Price Meal counts estimated using October 2013 program enrollment data. Counts

subtract estimates of pre-kindergarten enroliment based on March 2014 program enroliment data. Reported percentages
rounded to a tenth of a percent.

Title 1 vs. Free and Reduced-Price Meals

Table 7, below, presents a comparison for using Title | counts versus free and reduced-price meals
counts to identify low-income students in all schools. Using this model, the state count of low-income
students is 20.3%, a decrease in the state count of 22.6 percentage points compared to the state FRPM
count. Eleven school districts have an increase in state shares while thirteen school districts have a
decrease in state shares. Once again, Baltimore City has the largest increase (9.2 percentage points). All
other increases are relatively small, less than one percentage point. For example, Caroline County has
the next largest increase in state shares (0.9 percentage points), followed by Kent County (0.5
percentage points). Anne Arundel Count and Montgomery County have the largest decreases in state
shares (-3.3 and -3.0 percentage points, respectively), followed by Harford County (-1.5 percentage
points) and Washington County (-1.4 percentage points). Title | counts increase the share of the state
count for school districts that have higher numbers of students identified as low income, particularly
school districts that have more schools with higher concentrations of low-income students (40 percent
or more) that qualify for schoolwide programs.
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Table 7: County Shares of State Title | and Free and Reduced Price Meal (FRPM) Counts

Allegany

Using 2013-14 Enrollment Data’

_ 13%]  04%
Anne Arundel 5,511 : : 6.5% : -3.3%
BaltmoreCity | 47999 | 595% i1%|  280%|  1se%|  92%
Baltimore 23,610 22.3%| 49,037 46.2% 13.8% 13.6% 0.2%
Calvert 2 b sies . dRoll 01%|  1.0% - -0.9%
Caroline 2,835 55.3% 2,859 55.7% L7% 0.8% 0.9%
Carroll 1051 40%| 4788 | 184% 0.6% | 13%!  -07%
Cecil 3,528 24.6% 6,470 45.1% 2.1% 1.8% 0.3%
Charles 254 113%| 8443 |  323% 1.7% 2.3% -06%
Dorchester 1,862 40.7% 2,905 k 63.5% 1.1% 0.8% 0.3%
Frederick 3,569 89%| 10040 |  251% 21% 28%|  -07%
Garrett 784 198%| 1,898 47.9% 0.5% 05%|  -01%
Harford 2649 71%| 11,047 29.5% 1.5% - 31% - -15%
Howard 4,709 9.0% 9,683 18.4% 2.7% 2.7% T 0.1%
Kent 1,334 65.6% 1037 | | 51.0% 08%|  03% 0.5%
Montgomery 17,827 12.0% 48,525 32.7% 10.4% 13.4% -3.0%
Prince George’s 34,052 282% | 72411 60.0% 19.9% |  200%| @ -02%
Queen Anne’s 522 6.9% 1,896 24.9% 0.3% 0.5% -0.2%
St. Mary’s 12,392 128%| 5255 | 303% 1.4% 15% -0.1%
Somerset 1,466 52.7% 1,969 70.8% 0.9% 0.5% 0.3%
Talbot 1,179 26.5% 1,768 39.7% | 0.7% - 05% 0.2%
Washington 2,775 12.8% 10,772 49.6% 1.6% 3.0% -1.4%
Wicomico 4,614 33.1% 8,159 58.6% 2.7% 23% 0.4%
Worcester 1,209 18.8% 2,738 42.5% 0.7% 0.8% -0.1%
Statewide 171,534 203% | 361,741 42.9% | 100.0% |  100.0% 0.0%

1

Title | counts based on March 2014 program enrollment data; Free and Reduced Price Meal counts based on October 2013

program enroliment data. Counts for Free and Reduced Price Meal subtract estimates of pre-kindergarten enrollment based
on March 2014 program enrollment data. Reported percentages rounded to a tenth of a percent.

County Poverty Rates vs. Free and Reduced-Price Meals
Table 8, below, presents a comparison of using U.S. Census estimates of children living in poverty in
each county versus free and reduced-price meal counts to identify low-income students in all schools.
Because the Census poverty rate uses a lower threshold than all the proxies to identify children as low-
income, the Census count of low-income students in the state is substantially lower than the FRPM
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count of students in the state, roughly 30.9 percentage points lower (12.0% vs. 42.9%). Using this model,
the state share increase in seventeen school districts and decreases in six school districts. The largest
increase in state shares is for Baltimore City (4.3 percentage points) while the largest decrease in state
shares is for Prince George’s County (-5.1 percentage points). No other increase in state shares exceeds
0.5 percentage points (Wicomico and Worcester counties). Baltimore County has the next largest
decrease in state shares (-1.5 percentage points) followed by Anne Arundel and Montgomery counties (-
0.7 percentage points, each). As with the use of direct certification counts, this model increases the

share of the state count for school districts with greater numbers of students at higher levels of
economic need.

Table 8: County Shares of State Poverty and Free and Reduced Price Meal (FRPM)
Counts Using 2013-14 Enrollment Data’

vllve'ga"n'y

Anne Arundel

Baltim ,; 0 8% :
Baltimore 12,732 12.0% 49,037 46.2% 12.1% 13.6% | 15%
TS e e e TR pE e EE T R ,} — ,1.‘._‘0.%: T
Caroline T 1128 22.0% 2_,859 55.7% 11%|  08%| 0.3%
caroll = 1,561 . 60% 4,788 184%| 15ul - (3% 00y
Cecil 1,866 13.0% 6,470 45.1% 1.8% 1.8% 0.0%
Charles: = . 2612 ~ 10.0% ea43 1 s aosesl e osg e 930l 0y
Dorchester » 1,235 27.0% 2,905 63.5% 1.2% 0.8% 0.4%

Garrett

Harford

Howard

Keet = = | 406

Montgomery 13,370

Prince George's | 15704 | 130%| 72471 | @ 60.0%)|  149%|  200%|  51%

Queen Anne’s 685

SafnaEses 918 33.0% 1,969 70.8% 0.9% 0.5% 0.3%
Talbot | " I 668 | 150% 17es | 397% ) | 06%| 05wl 0%
Washington 3,260 |. 15.0% 10,772 49.6% 3.1% 3.0% 0.1%
Wicomico | 2924 |  21.0%| 815 |  586% 2.8% 23%| 05%
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Worcester 1,289 20.0% 2,738 42.5% 1.2% 0.8% 0.5%
Statewide | 105201 |  120%| 361,741 |  429%| 100.0% | 100.0%]  00%

1 Poor count based on 2013 U.S. Census Bureau estimate of the number of children ages 5-17 living in poverty in each county;
FRPM count estimated using October 2013 program enroliment data. Counts for Free and Reduced Price Meal subtract

estimates of pre-kindergarten enrollment based on March 2014 program enroliment data. Reported percentages rounded to
a tenth of a percent.

Weighted County Poverty Rates vs. Free and Reduced-Price Meals

Table 9, below, presents a comparison of using a weighted count based on U.S. Census estimates of
children living in poverty in each county versus free and reduced-price meal counts to identify low-
income students in all schools. The difference between this model and the previous model is that it
weights the county’s estimated poverty count by the square of the ratio of the county’s poverty rate to
the state’s poverty rate. The weight increases the poverty count in school districts that have a poverty
rate greater than the state’s rate and decreases the poverty count in school district’s that have a poverty
rate lower than the state’s rate. Using this model, the state poverty count increases to 20.1% compared
to the previous simulation, still lower than the state FRPM count by 22.8 percentage points but nearly
double the poverty count without the weight. State shares increase in ten school districts and decrease
in thirteen school districts. Baltimore City has the largest increase in state shares (28.7 percentage
points), followed by Wicomico County (3.0 percentage points), Dorchester County (1.9 percentage
points), Allegany County (1.5 percentage points) and Caroline County (1.4 percentage points). Prince
George’s County and Montgomery counties have the largest decreases in state shares (-9.2 and -9.0
percentage points, respectively). Noticeable decreases in state shares occur also for Baltimore County (-
6.1 percentage points), Anne Arundel County (-4.9 percentage points), Harford’s County (-2.3
percentage points), Frederick County and Howard County (2.2 percentage points, each). Of all the
models, this model affects the distribution of state shares the most, shifting more shares to school
districts with the greatest economic need.

Table 9: County Shares of State Weighted Poverty and Free and Reduced Price Meal
(FRPM) Counts Using 2013-14 Enrollment Data’

Allegany | 4717 | 556%| 463 | S46% o
Anne Arundel 2,748 3.6% 23,674 30?6% 1.6% ’6.5% V -4.9%
BaltimoreCity =~ | 80,738 |  1000%| 67904 |  841%|  475%|  188%|  287%
Baltimore 12,732 12.0%| 49,037 T 462% 75%|  13.6% -6.1%
Colver 0 B | Bew sl b deswl om0 070
Caroline | 3,793 ‘ 73.9% 2,859 ’ 55‘3%‘ ‘ 2.’2‘% 0.8% 1.21%
Grol | s | usw| ams | tews| Uew|  isw| ik
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Cecil 2,190 15.3% 6,470 45.1% 1.3% 1.8% -0.5%
Charles 1,814 6.9% 8,443  323% 1.1% 23%|  -13%
Dorchester 4,575 100.0% 2,905 63.5% 2.7% 0.8% 1.9%
Frederick. . | . | 0 95 | 24%| q0040 | L 9BA% 1. . 06% | L 2B% 0 . 209%
Garrett 2,546 64.3% 1,898 47.9% 1.5% 0.5% 1.0%
Harford . 1330 3.6% 11,047 29.5% 08%| 3.1% -2.3%
Howard 787 1.5% 9,683 18.4% 0.5% 2.7% -2.2%
Kent 1,129 55.6% 1,037 51.0% - 07% 0.3% 0.4%
Montgomery 7,521 5.1% 48,525 32.7% 4.4% 13.4% -9.0%
Prince George’s 18,430 15.3% 72,471 60.0% 10.8% | 200%|  -92%
Queen Anne’s | 385 51% 1,896 24.9% 0.2% 0.5% -0.3%
StMarys . 0 1206 | Boml o nis L B0 0o 15%i . 0T%
Ssomerset 2,781 100.0% 1,969 708% 1.6% 0.5% 1.1%
Talbot 1,044 23.4% 1,768 39.7% 0.6% - 05%|- . 01%
Washington 5,094 23.4% 10,772 49.6% 3.0% 3.0% 0.0%
Wicomico . 8955 64.3% 8,159 58.6% 53% 230 3.0%
Worcester 3,581 55.6% 2,738 42.5% 2.1% 0.8% 1.3%
Statewide | 169985 |  201%| 361,741 |  429%| 1000%| 100.0%| - 0.0%

1. Poor count based on 2013 U.S. Census Bureau estimate of the number of children ages 5-17 living in poverty in each county;
FRPM count estimated using October 2013 program enrollment data. Weighted poverty count is the count equal to the
estimated poverty county times the square of the ratio of the county percent poverty to the state percent poverty. Counts
for Free and Reduced Price Meal subtract estimates of pre-kindergarten enroliment based on March 2014 program
enroliment data. Reported percentages rounded to a tenth of a percent.

Discussion & Recommendations

Tables 10 and 11, below, compare the indicators of economically disadvantaged students by
accessibility, predictive validity, face validity, and distributional effects. Table 10 compares proxies that
are FRPM based, while Table 11 compares the alternative indicators that use the same method for
estimating the number of low-income students for non-CEP and CEP schools.

Each table has six columns. The first column identifies the proxy for economic disadvantage. The next
four columns compare indicators by accessibility, predictive validity, face validity, and distributional
effects. The final column provides additional comments addressing other aspects of the strengths and
weaknesses of each indicator as a proxy for economically disadvantaged students. For the purpose of
comparison, the study team defines accessibility as the ease with which Maryland school districts and
the state could acquire data relevant to the indicator. Predictive validity refers to how strongly an
indicator correlates with the U.S. Census Bureau’s estimates of children living in poverty for each county
and the City of Baltimore, another measure of economic need. Face validity is a more subjective trait,
referring to the extent to which the public and policymakers are likely to see an indicator as a legitimate
or meaningful indicator of economic need. Distributional effects are based on Tables 1 through 9 and
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show, compared to CRPM-eligible counts, school district shares of the of the state count of low-income
students for each indicator.

FRPM-Based Simulations

Table 10, below, compares the counts for the four simulations of FRPM-based methods for estimating
economically disadvantaged students in non-CEP and CEP schools: Hybrid-All, Hybrid 1.8, Hybrid 1.6 and
Hybrid 1.4. The baseline for these simulations is the free and reduced-price meal count, the current
proxy for identifying economically disadvantaged students in the state. Each of these simulations

estimates the number of students eligible for free and reduced-price meals, using a different estimation
method in non-CEP and CEP schools.

Accessibility. The data for each of the FRPM-based indicators simulated by the study team are
reasonably accessible to school districts and to the state. School districts in Maryland already use an
alternative form to collect household income for students in CEP schools, though the state may want to
consider ways to improve the forms and enhance the response rate for the collection of household
income data. The hybrid counts have the advantage of not requiring the collection of household income
through an alternative form, especially the Hybrid-All model, which designates all students in CEP
schools as economically disadvantaged, and the Hybrid 1.6 model, which is a multiplier set by the U.S.
Department of Agriculture. Only the Hybrid 1.8 and Hybrid 1.4 models would require periodic collection
of household income using an alternative form in CEP schools to adjust these models to reflect any

changes in the ratio of free and reduced-price counts to direct certified counts in the state and in CEP
schools.

Predictive Validity. Each of the FRPM-based indicators has strong predictive validity as judged by each
indicator’s correlation with the U.S. Census Bureau’s 2013 estimates of children living in poverty in the
counties. Because the poverty rate provides a broadly accepted estimate of economic need, the study
team used the correlation of each indicator with the poverty rate as a measure of predicative validity.
Pearson r ranges between .91 and .95, indicating a very strong positive correlation between the
indicators and the corresponding county poverty rates. Differences in the correlation coefficients for the
different indicators are negligible, meaning each indicator provides a strong proxy for poverty or
economic need in a school district. These correlations are similar to those reported by other researchers
for other states for the relationship between the percent of students eligible for free and reduced-price
meals and school district poverty rates. In general, roughly 90% of the variation in FRPM counts can be
“explained by” the variation in children’s poverty rates (Baker, 2013, p. 3).

Face Validity. School administrators have long expressed fears that the FRPM counts underestimate the
number of low-income students in schools because not all households complete the federal application
for the meals program. This is especially of concern in schools that serve poorer neighborhoods. On the
other hand, as the proportion of students identified as eligible to receive free and reduced-price meals
continues to grow in the state and in the nation, public confidence in eligibility for free and reduced-
price meals as an indicator of low-income status may begin to erode. In a number of states, most
recently Indiana, which eliminated the use of FRPM-eligibility counts for the school funding formula,
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policymakers have argued that eligibility to participate in the National School Lunch Program over-
estimates the number of students with economic need (Baker, 2011, 2013). None of the hybrid models
address these concerns directly. The use of an alternative form to collect household income is likely to
have more face validity than any of the hybrid models, because it provides an actual count of students
(and not an estimate) in CEP schools. The one exception is the Hybrid-All model that counts every
student as economically disadvantaged in CEP schools.

Distributional Effects. When compared to current practices — the use of free-and reduced price meals as
a proxy for economic disadvantage — the hybrid models have only modest effects on the distribution of
state shares. The largest distributional effects are associated with the Hybrid-All model, which increases
shares for school districts that have larger CEP enroliments. Hybrid 1.4 has the smallest distribution
effects, both in terms of the range of change in state shares (0.5 to -0.2 percentage points) and the
number of affected school districts (nine).

Additional Comments. Although U.S. Department of Education (2015) guidelines permit the
classification of all students attending CEP schools as low income for the purpose of accountability,
doing so means that low-income students will be identified differently in non-CEP and CEP schools.
Students classified as low income in non-CEP schools are likely to come from households that have
slightly lower incomes than students classified as low income in CEP schools. Only the use of an
alternative form to collect household data would ensure that the same classification of low-income

students for the purpose of accountability or defermining eligibility for programs within and across
school districts in the state.

Table 10: Comparison of Indicators Based on Free and Reduced Price Meal (FRPM)
Count

Correlation

between school bl T
. s Traditional No change in share | enhanced
negliilesitice bF district percent indicator of low- | of state count sollectin
FRPM Count alternative form FRPM and . ; procedures to
. ) income in state | between school encourage
in CEP schools. county or city : i g
: and nation. districts. completion of
percent poverty alternative form.
(r=.91).
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between school | Determination
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| Increases shares - If ” d
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S : usedfor
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: : Daes not require
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, = sEae shares for eight = | purposes, .
ot (e |eand - \deenncee ot | Bl o
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Correlation Ratio of FRPM Incre.ases shares If all CEP students
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Alternative Indicator Simulations

Table 11 compares the results for the five simulations of alternative indicators for estimating counts of
economically disadvantaged students in non-CEP and CEP schools: Free Only, Direct Certification, Title |,
Poverty and Weighted Poverty. The baseline for these simulations is the same baseline used for the
FRPM-based simulations, the FRPM count. Unlike the hybrid models, each of these simulations
estimates the number of economically disadvantaged students using the same method in non-CEP and
CEP schools. Each alternative indicator also results in a lower state count of economically disadvantaged

students, because each indicator relies on a more restrictive income threshold to identify students who
come from low-income households.

Accessibility. As with the FRPM-based indicators, the data for the alternative indicators simulated by the
study team are reasonably accessible to school districts and to the state. The most burdensome
indicator would be the use of free-meal eligible students as the proxy for economically disadvantaged
students, because this proxy requires the continued use of an alternative household income form in CEP
schools (a requirement that could be dropped if one of the other proxies was used for the compensatory
funding formula). Direct Certification counts require social services agencies and school districts to link
social service program data with enroliment data, but these linkage procedures are not new and are
required by federal regulations. The same is true for Title | reporting. Data for Poverty counts and the
Weighted Poverty counts are readily available and school districts and the state can acquire them at any

time, and at no cost, online, through the U.S. Census Bureau’s Small Area Income and Poverty Estimates
program (SAIPE).

Predictive Validity. Each of the alternative indicators has strong predictive validity as judged by each
indicator’s correlation with the U.S. Census Bureau’s 2013 estimates of children living in poverty in the
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counties. Pearson r ranges between .85 and .98. Although differences in the correlation coefficients are
greater for the alternative indicators compared to the FRPM-based indicators, each indicator still
provides a strong proxy for poverty or economic need in a school district. The slightly lower correlation
between Title | counts and children’s poverty rates likely reflects the fact the Title counts are not
exclusively based on economic need but also include students classified as at risk of failure.

Face Validity. Each of the alternative indicators has reasonable face validity, though each may also raise
concerns about whether the indicator underestimates the number of students with economic rieed.
While a strength of the alternative indicators is that they use more restrictive, though generally
accepted, income criteria for identifying students as economically disadvantaged, these indicators also
reduce the state count for students identified as low income. * The use of Free Only counts may raise
some of the same concerns associated with FRPM eligibility — that is, concerns about whether the self-
reporting of income by families under- or over-estimates needs, and the use of Title | counts confounds

economic and educational needs. Nonetheless, each of these indicators is used by other states as part of
their compensatory aid formula.**

Counts of students identified through direct certification have an advantage in that they require
documentation of students’ eligibility for various social services and social services agencies evaluate
this documentation. However, not everyone eligible to receive social services applies for such services,
because of the stigma attached to being a recipient of public assistance or the burdens that federal
regulations place on recipients of public assistance. Moreover, because public services may be
contingent on the recipients’ legal status, a student’s household may not be able to participate in
specific programs despite meeting the income eligibility requirement.*

Estimates of children in poverty provide the most direct indicator of economic need, but even this
indicator may raise some concerns. Only poverty rates estimated using decennial census data are based
on actual counts of individual children and family members and reported household income. SAIPE’s
estimates of poverty, though demonstrated to be reliable, are based on economic and demographic
statistical models without new data collection. Moreover, in school systems surrounded by well-

established private schools, the actual poverty rate in a school district could be higher than that
reported for the county.

Distributional Effects. When compared to FRPM-based models, the alternative indicators have stronger
effects on the distribution of state shares. The smallest distributional effects are associated with the
Free Only model, which increases shares for school districts that have larger proportions of students

B Although not the focus of this report, a higher weight could be used in the compensatory aid formula to compensate for a
lower state count if one of the alternative indicators was used as the proxy for economically disadvantaged students. According
to Baker (2013), more restrictive or stringent count methods require larger weights than less restrictive or stringent methods.
' seven states use Free Only counts while three states use Title | counts.

' Five states and the District of Columbia use Direct Certification counts in their compensatory aid formula.

*® Maples J., & Bell, R. (Undated). Evaluation of school district poverty estimates. Predictive models using IRS income tax data.
Retrieved from http://www.census.gov/did/www/saipe/publications/files/asa05finalmaples.pdf
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eligible for free meals than reduced-price meals. This model affects the state shares of nine school
districts, ranging from an increase in state shares of 1.5 percentage points to a decrease in state shares
of -0.9 percentage points. All of the other models affect state shares in 23 of the school districts. In the
case of Direct Certification counts, Poverty counts and Weighted Poverty counts, the indicators clearly
increase the state shares in school districts that enroll students with greater economic need. The
distributional effects are greatest for the Weighted Poverty counts, which increases state shares by 28.7

percentage points in one school district and decreases state shares by -9.2 and -9.0 percentage points in
in two other school districts.

Additional Comments. Free Only counts, Direct Certification counts and Title | counts permit the
classification of individual students as low income for the purpose of accountability or qualification for
programs. These indicators have the advantage of uniform classification methods within and across
school districts in the state. Match rates for direct certification are relatively high in Maryland, though
some counties are more successful matching social service records with school enroliment records (the
range is 79 % to 100%). Poverty rates do not provide an individual indicator for the purpose of
accountability or determining eligibility for other programs, so school officials and policymakers would
still need to decide how to classify students as low income if the Poverty count or Weighted Poverty
count indicators were adopted. Decennial Census results could also require substantial adjustments to
these counts and Title | counts, which are partially based on decennial census data. However, any
disruption caused by new estimates of poverty for each county could be addressed through a “hold
harmless” provision, which would limit the annual change in compensatory aid for school districts.

Table 11: Comparison of Alternative Indicators of Economic Disadvantage

i ‘Increases shares
Co :

Free Only

Requires use of
alternative form

in CEP schools.

between school
district percent
FRPMand
county or city

(r=.92).

| More restrictive

classification of .

| economic need.
| Precedent U in
| percent poverty

six states.

for two school
districts; decreases
shares for seven
school districts
(Range of change =
1.5t0-09

percentage points).

May require
enhanced
collection

| procedures to

encourage
completion of
alternative form.

Does not require

Correlation
between school

More restrictive
classification of

Increases shares
for seventeen
school districts;
decreases shares

Counties and city

. B ; vary in match rates
Direct : district percent economic need. : ;
e use of alternative A for six school for direct
Certification . FRPM and Precedent in e e
form in CEP - ; districts (Range of | certification
Count county or city five states and b . _
schools. S change =6.2 to (Range in rates =
percent poverty | District of
. -5.9 percentage 0.79 to 1.00).
(r=.94). Columbia. :
points).
- | Correlation haea Increases shares .
: Combines =~ 3 : Decennial Census
Does not require | betweenschool .| =7 =7 | for eleven school : ;
3 Geemi economic and sl may require
. use of alternative | district percent .~ Idistricts; decreases | e
Title | Count : o ileducational 2 Tl - | substantial
form in CEP FRPM and e d Bl shares for thirteen SdieteRtein
schools. county or city San e school districts adl ,

percent poverty

| in three states.

 (Range of change =

count.
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(r=.85).

9.2t0-3.0

percentage points).

U.S. Census
Poverty
Estimate for
Children Ages
5-17

Estimates

Census Bureau.

provided by U.S.

Not Applicable

More restrictive

| classification of

economic need.
Not actual
count most
years.
Precedent in
two states.

Increases shares
for seventeen
school districts;
decreases shares
for six school
districts (Range of

change=4.3to0o-5.1

percentage points).

Does not provide
individual
indicator for
purpose of
accountability;
decennial Census
may require
substantial
adjustments in
count.

Weighted U.S. Eégﬁihétes"', :

Correlation

| Wi :’”htsAsich‘ozol;
relation | district counts
| between school | |

relative to state -

Increases shares
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districts; decreases |
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| individual
| indicator for -

purpose of
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; | one state. . - | adjustmentsin
= ‘ count.

Recommendations

All nine indicators examined in this report have strong predictive validity, so each provides a reasonable
proxy for economic need or low-income status in school districts and across the state. Although for each
of the hybrid models, all students in CEP schools could be classified as low income for the purposes of
accountability and determining eligibility for programs, doing so results in a different method of
classification for non-CEP and CEP schools. Only Free and Reduced-price Meal counts, Free Only counts,
Direct Certification counts and Title | counts provide an individual indicator of low-income status, so the
study team believes these four options are superior to each of the hybrid indicators and the Census
estimates of poverty rates that were examined. Of the three hybrid indicators, the Hybrid 1.4 count
provides the best estimate of what the free and reduced-price meals count would be in a CEP school if
the federal application for school meals were used. However, the Hybrid 1.4 count still fails to provide
an actual individual indicator of low-income status for students that would be the same in all schools.

Of the four options that provide an individual indicator of economic need, the study team considers the
continued use of free and reduced-price meals and the use of Direct Certification as being the best
proxies for identifying economically disadvantaged students. Neither free meal eligibility nor Title |
counts provide a distinct advantage over the current practice of using FRPM-eligibility counts to
determine compensatory aid to school district. The study team’s first option, continuing to use eligibility
for free and reduced-price meals, maintains the status quo and has precedent in 20 states that use this
indicator exclusively in their compensatory aid formula. School districts already have experience
collecting income data using the federal application in schools. As more schools opt for CEP, school
districts will have more experience collecting income data with alternative forms.
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If the state continues to use FRPM eligibility as a proxy for economically disadvantaged students, the
study team recommends that the state collaborate with school districts to develop strategies for
improving response rates for alternative forms. The state could facilitate the sharing of best practices
across school districts and experimentation with collection protocols. A repository of alternative forms
and collection strategies could be created online, much like the California State Department of
Education’s repository. Creating this sort of repository would provide guidance to school districts on
developing clear household income forms and efficient collection procedures, particularly for schools

that serve poorer neighborhoods. This seems to be the most prevalent response to HHFKA and CEP by
states across the nation.

The study team’s second option, l]sing direct certification counts to determine compensatory aid, would
represent a major change in the state’s funding formula. Although less common across the nation, the
use of direct certification as the primary indicator for determining compensatory aid has been adopted
by five states and the District of Columbia, most recently Massachusetts. Given the distributional effects
reported in Table 6, shifting from free and reduced-price meals counts to direct certification counts
would have to occur over time, with provisions to limit the annual shifts in compensatory aid to school
districts. The study team recommends that the number of social services used to identify low-income
students be expanded to include children in households that receive Medicaid support or participate in
the Children’s Health Insurance program. This would help to capture a larger number of students who
qualify for means-tested social services. Efforts could also be made to improve the matching procedures
social service agencies and school districts use to directly certify students’ eligibility for school meals.
Although the successful matching rate is relatively high in the state (91 percent), the rate varies across
school districts, Montgomery County reports a matching rate of 99 percent while Baltimore County
reports a matching rate of 79 percent. While shifting to direct certification, over time, would disrupt the

status quo, it would also direct greater aid to school districts that serve more economically needy
students.
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Appendix

Indicators of Low-Income Status Used by State Funding Formulas'

Alabama

Free and Reduced-Price eal count

Alaska

None

No indicator of low-income status used in state school funding
formula.

Arizona

No "ndlcator of Iow ‘ncome status used in state schoo| fundmg
ntal fundmg'p Vlded‘f broad categones of

Arkansas Freg and Reduced:Priceivieal count Memos/Attachments/1488/Draft%20Community%20Eligibility%20
%20Provision%20(CEP)%20National%20School%20Lunch%20(NSL)
%20Procedures%20(3).pdf

Draft legislation designates all students in CEP schools as
economically disadvantaged for the purpose of accountability.
http://adesharepoint2.arkansas.gov/memos/Lists/Approved%20

California

Free Vand:i{édvucv:ed_-Pri:;:é Meal count

: ://www.tde ca gtﬁv/Fé_/ééﬂc}lsf)"'faqb..asp#?RO\fza563 :

http://www.colorado.gov/cs/SateIlite?blobcol=ur|data&bIobhead

Colorado Free only count er=application%2Fpdf&blobkey=id&blobtable=MungoBlobs&blob
where=1251699592646&ssbinary=true
Connecticut | Title I count | http//www.cga.ct.gov/2012/rpt/2012-R-0101htm
No indicator of low-income status used in state school funding
Delaware None

formula. Supplemental funding provided for broad categories of
compensatory aid.

District of
Columbia

Supplemental Nutnt:onaerssvstance

or Temporary A55|stance for Needy =

A hments/ Freq entlv%ZOAsked %ZOQuestlons%ZOProposed%ZOF

‘"(15%20UPSFF%ZOWIth%ZOappe"ud:ces pdf

- ,Famxhes ‘ - 7 -
. No indicator of low-income status used in state school funding
Florida None
formula.
. | No indicator of low-income status used in state school funding
Georgia . " . i

Hawaii

Free and Reduced-Price Meal count

idaho

. No mdlcator of low—mcome status used in state schoo! fundmg
- ;formula - -
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Unduplicated count of children who
receive services from Medicaid,
Supplemental Nutritional Assistance,

lllinois : ) http://www.isbe.net/funding/pdf/gsa overview.pdf
Children’s Health Insurance Program :
or Temporary Assistance for Needy
Families services.
Unduplicatéd count of children who :
FSCENE senvices Tl pUpPiensiita) :'httb ://in.chalkbeat.org/2015/04/30/wealthiest-schools-thrive-
. Nutritional Assnstance, Children’s -
Indiana under-new-state-budget-while- -pOOr-ones- -mostly- get—
RH Health Insurance Program, foster care | :
: Iess/# VWcyOGTBWXA
or other (unspecuﬁed) pubhc :
; ass:stance,progra_ms,
lowa Free and Reduced-Price Meal count
. . i Transitioning to supplemental funding for broad categories of
Kansas Free only count ‘compensatory aid. http://www.kansas.com/news/politics-
| government/article16333310.html
Kentucky Free only count
Louisiana Free and Reduced-Price Meal count
Miiine Free Shid R aliEsa e Tanl catine http://www,pressherald.com/201§/12/11/educ}at|on committee
hopes to introduce school funding reform bill /
Maryland Free and Reduced-Price Meal count
Unduplicated count of children who
receive services from Supplemental
Massachisetts Nutritional Assistance, Transitional Recently adopted.
Assistance for Families with http://www.doe.mass.edu/infoservices/data/ed.html
Dependent Children, foster care and
MassHealth (Medicaid).
Unduphcated count of abused
children, pregnant teens, homeless v : _
children, migrant children, children
s o 5 : S http //www michigan. gov/documents/Sectlon 31a Legislation 3
Michigan who have |mm|grated within the last 7026 7.pdf
three years or children who receive —'——L
free lunches.
Minnesota Free and Reduced-Price Meal count
Mississippi Free only count
Missouri Free and Reduced-Price Meal count
Montana Title | count
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Nebraska

Free only count

Nevada

None

No indicator of low-income status used in state school funding
formula. '

New Hampshire

Free and Reduced-Price Meal count

New Jersey

Free and ﬁeduced«PEicé Meal count

; ht'tﬁ'://WwW.njfgov/education/sté’ﬁéaid/1213/rébort.ndf

New Mexico

None

No indicator of low-income status used in state school funding
formula.

 NewYork

Free arftd Reduced-PriCé;Meﬂ count

| 012.pdf

http's:/}stateaid7tivks;'e'd.govlbdbliéétions/handbooké/handbbok 2

North Carolina

Title | count

North Dakota

Free and Reduced-Price Meal count

Supplemental grants provided for low-income counties.
http://www.dpi.state.nc.us/fbs/allotments/state/

Ohio

Weighted U.S. Census estimate of
children’s poverty rate. Equal to the
estimated poverty count in a school
district times the square of the
poverty rate in a school district
divided by the poverty rate in the
state.

https://education.ohio.gov/getattachment/Topics/Finance-and-
Funding/State-Funding-For-Schools/Traditional-Public-School-
Funding/SFPR-Funding-Form-Line-by-Line-Explanation-FY2014-
1.pdf.aspx

Oklahoma

Free and Reduced-Price Meal count

Oregon

Count of students who receive
services from parenting and
pregnancy programs, neglected or
delinquent youth, foster care or

Not capped by school enroliment.

_Pennsylvania

identified as living in poverty.

None

. No indicator of low-income used in state school funding formula.

Rhode Island

Free and Reduced-Price Meal count

South Carolina

Free and Reduced-Price Meal count
and Medicaid eligibility count

httpé://ed.sc.gov/ggencv/ rda/Povertylndex.cfm

South Dakota

None

No indicator of low-income status used in state school funding
formula.
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Texas Free and Reduced-Price Meal count
Utah Poverty and mobility rates Funding restricted for use in a gang prevention program.
Count of children who receive
services from Supplemental
Nernn: Nutritional Assistance Program.
Virginia Free only count
Washington Free and Reduced-Price Meal count
i i No indicator of low-income status uséd in state school funding
West Virginia None ’ i Cainen . ol : D
L formula. Lol o '
Used primarily to offset wealth adjustments and provide
Wisconsin Free and Reduced-Price Meal count supplemental funding for achievement programs in districts with
high concentrations of low-income students.
: Unduplicated free and reduced-price
Wyoming :

meals count and mobile students
(grades 6-12) count. :

! Unless stated otherwise, information drawn from D. A. Verstegen, A quick glance of school finance: A 50 state survey of

school finance policy (2015). Retrieved from https://schoolfinancesdav.wordpress.com/.
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