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OF THE UNITED STATES

!

Education Block Grant Alters
State Role And Provides
Greater Local Discretion

The Omnibus Budget Reconciliation Act of 1981 consolidated
numerous federal programs into the education block grant and
shifted primary admiristrative responsibility to states. States have to
develop a formula to distribute 80 percent of their block grant funds
tolocal education agencies, which have virtually complete discretion
in deciding the use of funds. While states do not control the vast
majority of funds, they have wide latitude in using fhe remaining 20
percént. : '

Enroliment was a key factor for distributing funds to local agencies,
but the formulas developed by the 13 states GAQ visited varied
greatly. Local education agencies spent oyer half of their school year
1882-83 funds on instructional materials and equipment. Of those
funds retained by the states, over 55 percent were reportedly used
for education improvement and support services--essentially the
same areas that were supported by the prior categori~al programs.

States made limited changes to organizational structures and
procedures for managing the block grant. Overall, local education
officials viewed the block grant as a more desirable way of funding
education programs, while most interest groups that provided GAQ
tnformation viewed it as less desirable. State officials were divided
concerning the desirability of the block grant concept over the
categorical approach.
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To the President of the Senate and the
M Speaker of the House of Representatives ,
Various committees of the Congress requested that the’ W
General Accounting Office review the implementation of the block
grants created by the Omhibus Budget Reconciliation Act of 1981,
The enclosed report provides vcmprehensive information concern-
. ing the progress states are making in implementing the education .
block grant. It is one of several reports belng 1ssued on block
grant lmplementatlon. . ~
. Coples of this report are being sent to the appropriate
House and Sehate committees; the Secretary of EqQucation; the-
Director, Office of Management and Budget; and the governors and

. ' leglslatures of the staLes we v151ted.
N o \ . .
, ¢
: %@/4 ' |
‘ . Lomptroller General .

of the United States
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. ‘COMPTROLLER GENERAL'S * _ EDUCATION BLOCK GRANT\ALTERS
REPORT- TO THE CONGRESS' . STATE ROLE AND PROVIDES

] i ., GREATER LOCAL DISCRETION

-~ DIGEST T

) 'The Omnibus Budget Reqonéiliatidn Act of 1981
- substantially changed the administration of var- e
- ] < iclis federal domestic assistance programs by |
— * consGlidating numerous federal categorical pro-
grams into block grants and shifting primary
. administrative responsibility to the states.
) ' This report focuses om one of those block
gxants-—elementary and secondary eéﬁcatlon--and
" is one Qf a series GAO is issuing to glve the-
Longress a status, report on block grant imple-
. " mentation. , .

.+ GAO did its_ work in 13 states: California,’
Colorado, Florida, Iowa, Kentucky, Massachu-
sétts, Mlch;gan, MlSSlSSlppl, New York, Penn-

: sylvania, Texag, Vermont, and Washington.

- ' © Together these states received 45 percent of the '
: . national education block grant allocation and

} account for an equivalent portion of the na-

- * tion's population» While these states represent

~ % a diverse cross=section, .the results of GAO'S

wafk cannot be projected for the entire country.
\ ;

BLLOCK GRANT -MERGES NUMEROUS g ) v

PROGRAMS AND ALTERS FUNDING LEVELS

Major federal involvement in elementary and
' secondary education came in 1965, when the Cong
' gress passed the Elementary and Secondary Educa-
tion Act. This act doubled federal aid and es-
tablished programs to help the educationally
disadvantaged, provide inst¥uctional materials,
promote ingovation and research, and assist - .
state education agencies. Between 1965 and 1981
the number of federal programs targeted for
. particular educational needs continued to ex-
pand. (See pp. 1 and 2.)

In 1281, Title VvV, Subtitle D, of the 1981 act
significantly altered federal education pro- -
grams. Chapter 2 of the act consolidated 38 ,
categorical programs into the education block
grant. The objectives of the education block

" grant are to reduce the administrative and

b
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paperwork burdens associated -with federal pro-
gramg and to.give states greater administrative

responsibility. Also, the education block grant

authorizes local. education agencies to design

and implement programs ass;sted with block grant

funds. (See pe 2.) ,

" Federal aid distributed to states for the educa-”

tion block grant was $440 miiljon' in 1982 and
$450 mlllion in 1983, down from a total of .
$510 million provided for the categorical pro-
grams in 1981. However, each state did not ex-.
perience a proportional funding change because
the block grant introduced a new method for dis=-
tributing funds which differed from the various
categorical approaches prev;ously used. Between
1981 and 1983, funding changes in the 13 stdtes
ranged from a 23-percent increase in Vermont'to
a 35-percent decrease in New York. . (See

b

While the block grant legisl. tion expanded
states' administrative .invoivement, it limited
their authority to determine how the vast major=-
ity of funds are spent. States are required to
pass at least 80 percent of their block grant
allocation to local edvcation agencies, which
have virtually complete discretion in decidlng
the use of funds. Asg a result, states' funding
decigions focused on deVisiﬁE a formula to dis-
tribute “the requlred.funds to local education
.agenC1es and determining How to use the remain-
ing 20 percent. (See pp. 9 to 11.) :

STATES ADOPT WIDELY VARYING v
DISTRlBUTION FORMULAS :

The block grant legislation requires states to
base their distribution formulas on the relative
enrollment of public and noqpublic students
within a local education agency's school. dis-
trict. These amounts are to be adjusted to pro-

vide higher per pupil allocations to' local edu-

cation ‘agencies having the greatest numbers or '
percentages of children whose education imposes
a hlgher than average cdst, such as children
living in sparsely populated areas. However,
the act does not provide an all inclu31ve list

- of high ceost factors.

ii-
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The formulas developed.by the 13 states to dis-
— . tribute funds, to local education agencies varied
, greatly. Enrollment was a key factor in each _ -
v o 2% . - .- state's formula, but the portion of funds dis- -
‘ tributed based on enrollment ranged from 40 per-
. cent in Massachusetts 'to 95 percent in Missis-
- sippi for those 10 states where such data were
— ) ~ ' available. The 13 states  also included at least
.1 of 16 high cost factors in their formulas. -
. However,  the number of such factors used by
, states varied from one 'in Massachusetts to six
in New York. The most frequently used factors
' were numbers of students eligible for federal’
‘" assistance to meet the special needs of certain
- . disadvantaged children (five states), population /
- : sparsity measured By students per square mile
" (five states), and limited English speaking ca-
pability (five states). (See pp. -1ll to 14.)

.ALMOST ALL OF THE 13 STATES
. RETAIN THE MAXIMUM PERMISSIBLE
- - AMOUNT FOR THEIR OWN USE

L

Eleven of the 13 state education agencies re-

. tained the full 20 percent of the states' block
“ grant allocation to use at their own discretion
in schéol year 1982-83, and the other 2 gtates
retained nearly the full amount. State offi-
cials estimated that over 55 percent of these
funds were used for educational improvement and
support services, such as guidance, counseling,
and testing programs, which were similar to.
those funded under the prior categorical pro-

) grams. The remaining 45 percent was spread

. : . across 'd wide variety of activities. (See

- pp. 15 and 16.)

/F

Although the 13 states generally retained the
maximum permissible amount of education block
-grant funds for their own discretionary use,

: 8 states did choose to provide a portion of
these funds to local education agencies and
other entities. The percentage distributed to
local education agencies ranged from 5 percent

- ‘ of the funds retained by -Colorado to 52 percent

Vv=>"1in Texas. 'In total, the eight states distrib-

- uted over $9 million dollars to local education
agencies-=-29 percent of the funds they retained
for discretionary use. (See p. 16.)
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PROGRAM 'ACTIVITIES .

d"
]

LOCAL AGENCIES LONTINUE TO SUPPORT

. PRIOR’PROGRAM.ACTIVITIES o

‘Logal education agencxes in the 13 states gen-.

erally used prior categorical and block grant”

- funds to support a.range of program adtivitdes,

includ;ng (1) student support services, such as ¢
libraries and codnseling: (2) classroodm instruc-
tion;° (3) staff development, sugh as on-the-job
tralning, (4) curriculum development; (5) stu~ °
dent need and/or performance, such as diagriostic

and proficiency testing; and (6) desegregation-w }

related activities (e%g., offering-dpegial cur-
riculums to attract students of different raqial

backgrounds). . _ .
. . o

‘as shown in the follow1ng chart, the. percentage

of local education agencies us{gg federal funds
to support each ‘of these activities increased
between school years-1981~82 and 1982-83 and
then remained rélatlvely stable for the 1983 84
school year. (See pp. 20 and 21.)

LEA USE OF FEDERAL FUNDS IN
SCHOOL YEARS 1981 THRU 1988

- e
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“However, the level of support provided to the, . .
program activities via federal funds changed - oo
under ‘the block grant. Of the local education Y '
- agencies that, used, education block grant funds ° :
to continue to support the same- program activi- y
ties durlng ‘the first -year of block grant imple-
. : mentation, at least 80 percent said they in- - .
‘ P creased or maintained their:level of 'support in.
all but one program activity--desegregation. .
About 2 percent of the local education agencies . '
supported desegregation activities with prior -
categorical funds and. continued to use , block , .

- grant funds for this purpose. More than half of .
' these 1lbdcal education agencies decreased their
. level of support. (See P. 22.) :
. MOST FUNDS USED FOR. INSTRﬁCTIONaL . ' s
_MATERIALS XIALS AND EQUIPMENT ) oot e L
¥ * Within the’ prégram activities, local education ﬂ”;
. agencies in the 13 states reported that over .

half of their school year 1982-83.education
block grant funds were spent on instructional
.materials &nd equipment, 'including books, compu-
ter equipment and programs, and ‘audio-visual
equipment. As shown below, hoWever, the largest
single expenditure area was saiarles, and the S
larger local education agencies accounted for . :
the vast majority of salary expenditures. (See -
pp. 22 and 23.) . "

) -

s

I

LEAs USE OF CHAPTER 2 FLNDS
"IN 'SCHOOL YEAR 1982-1983

”
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. STATES. CARRY OUT PROGRAM' L S
: MANAGEMENT RESPONSIBILITIES -, .
N Co. N . : " . .
. The adminidtrative invoivement states had with
. the prior categorrcal programs minimizéd the _
need for major organizatxonal changea.under the \.
"educatlon block grant’. ~"The . few organizaQﬁonal . o
' changes made were generally to consolidateécatej T ,
. gorical program offices. Although‘'different ap-: 4 ,
' proaohes ‘and emphéses were noted, states were Co
T carrylng out their management role ,y implement- .
o ing. fqgeral requirements, mofitoring’ '

L1
-

providing .
technidal assigtance, collectin§ data,-and.ar- Lo
ranging for audits. (See PP. 25 to 34. )

Follawing blocﬁ grant 1mplementatlon, according
to state officials, 9 of .the 13 states made .’ .
~ efforts: to standardlke ‘or change administrative . R
Y proiSdures and requlnements, 10" spent less time L : ’ N
, ' and ‘effort preparing applications-.and réports, , °~ ' " . | |
and 5 improved planning and budgeting. While- - )
there were numerous lndléatlons of admlnlstra-'
. cive. 91mpl;f1catlon, speaific cost saG&ngs could ‘
- not ke qgantlfled. (See pp.. 35 to 4l.) - o . b
_ Ooverall, 73 percent of the 'local education agen- | : n
i T *oies said ‘the educaﬁion block grant provided '
' . ' moYe flexibility in’allocating funds &nd settlng
: - priorities. Flfty-elght ‘percent said state-
imposed requirements were less burdensome, while
4, percent viewed the requirements as mbdre bur-
‘densome. The remaining 3&%.percent viewed the
P state-imposed requirements as equally burdensome,
. o as those imposed under the prior federal cate- C o
gorlcal programs. (See-pp. 37 and 38 ) d : B
LIMITED INVOLVEMENT IN PROGRAM DECISIONS
BY STATE OFFICIALS AND LEGISLATURES

ot .

State educatlon agency officials belidve - there
has been jincreased involvement with federal edu-
_ _ ; cation funds by some governors and the majority
e of leglslatures. Overall, however, thdir level
of involvement is .low when compared with other
block grants.bécause most state ‘education agen-
cies are independent of gubernatorial Qr 1egls-'
lative control. . Chief school officers in 11 of
the 13 states are elected or appointed by a’

.
L.
1 ‘(0\

¢ .

' separate board of education and 4o, not report to f N
- : K "the governor. (See pp.,42 to 45.) . .
‘e ~ . - .- ' ! N *
. - 3
vi .
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,(Seé\pp. 50 to 53.)

SATISFACTION WITH STATE EFFORTS

TO OBTAIN PUBLIC INPUT-VARIES

States used gevera. methods to obbain’gitiZen

input on how to use and distribute education
block grant funds. Twelve reported holding exe-
cutive or legislative hearings, and all 13 made
draft plans available for public comment. Also,
each state reported making great.use of state
advisory committees. (See pp. 46 to 49.)

Interest group satisfaction with state efforts
to obtain input wvaried. *lthough.not a repre-
sentative sample of all the concerned public

interest groups, about 64 percent of those who

provided 'GAO information were satisfied with.

their access to state officials. Also, most ..

groups reported satisfaction with the composi-
.t;on and, role of advisory committees. Howeve?r,

mgst were dissatisfied with the availability of-
information before hearings. Interest, groups
that participated in different aspects of the
public input process, such as testifying at
hearings, were more satisfied.than those not
actively involved. Also, the jnterest groups .
were almost evenly split. in their satisfaction
with state responses tq, their key concerns.’

&

\ P . v :
OVERALL PERCEPTIONS :-DIFFER - : 4

Overall, local education agency officials viewed
the block grant as nmore flexible and:less bur-
densome than the prior programs and found it to
be a mare desirable way of funding educatior
programs. However, state education officials’
opinions were more mixed. ‘
f : . o

Of the 11 sﬁgtes where education officfals pro=-

‘vided their views, six states reported that the

-

to 54.) ©

block grant was a more desirable funding mecha-
nism than the ‘prior categorical programs. These
same.officidls generally said that the block,
grant was more flexible and less burdensome than
thé prior categoricals.’ In the other five
states, one officiwl sdw no difference between
the block grant and the categorical approach,
while four believed the block grant was less .

‘deeirable. One state attributed this toc the

lfmitations piaced on the states' ability* to:
control the local use’ of funds. _(See pp. 53

P e ~




§1xty-four peroent of the interest groups that .
provided GAO "information viewed the block grant
as a less desirable method of funding education
programs, - while .21 percent found it preferable.
The remaining 15 percent viewed the block grant
and categorical approaches as equal. Dissatis-
fied interest groups were primarily those that
believed state deaisions on the allocation and
use of funds had adversely affected the groups
or individuals they represented. (See p. 54.)

AGENCY COMMENTS

t
¢ L J

»

Department of Education officials commented
that this report provided useful information on
state implementation of the education block
grant. oT§e¥mProvided oral comments, which were
generally limited to technical matters, and,

‘these were incorpérated, .where approprlate, in

this report.

)
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CHAPTER 1 R

INTRODUCTIOL

The Omnibus Budget Reconciliation Act of 1981 (public Law
97-35) substantially changed the administration of various fed-
eral domestic assistance' programs by consolidating numerous fed-
eral >ategorical programs into block grants and shifting primary
administrative responsibility to the states. Of the nine block
grants enacted, four reiate to health services, one to social
services, one to low ircome energy assistance, one to education
one to community development, and one to community services.
- The 1981 act gives states more administrative control for
all the programs consolidated into the block grant. Generally,
it permits states to, within certain legislated limits, deter-
mine programmatic-needs,, set priorities, aliocate funds, and
establish oversight megHAnisms.  Since the act was passed, the
Congress, as well as the public and private sectors, has been
greatly interested in how the states have exercised their addi-
tional djiscretion and. what changes the block grant approach has
held for services provided to the people. 1In August 1982, we
- provided the Congress an initial "assessment of. the 1981 legisla-
tion in our report entitled Early Observations on Block Grant
Implementation (GAO/GGD-82-79, Aug. 24, 1982).

- e .

*r %

Subsequently, we -embarked on a program designed to provide
the Congress with a series of comprehensive, updated reports on
states' implementation of these programs. This report addresses
the implementation of the elementary and secondary education
' block grant, commonly referred to as "Chapter 2." Previously

issued repotts in our block grant series are listed in
appendix 1I. . ' : '

BACKGROUND OF THE ELEMENTARY

AND SECONDARY EDUCATION PROGRAM

A major change in federal aid to education came in 1965,
when the Congress passed the Elementary and Secondary Education
Act (ESEA).: The original legislation authorized programs of
federal assistance in five titles: (1) Title I--Educationally
Deprived Children; (2) Title II--School Library Programs: (3)
Title III--Supplementary Education Centers and Services; (4)
Title IV--Educational Research and Training; and (5) Title V--
Strengthening State Education Agencies. The act doubled the
federal share of elementary and secondary education expenditures
and estahlished a new pattern of intérgovernmental”felationships
in education. Programs were funded to aid the educationally
disadvantaged, provide instructional materials, promote educa-
tional innovation, support educational research, and assist

state education agencies. {SEAs).




In the last two decades, the federal .government has ex-
panded its commitment to elementary and secondary education by
increasing' federal funds from $477 million in 1960 to $8 billion
in 1981. These funds have been primarily earmarked for specific
categories, such as vocational education, consumer education,

' ands metric education.

EDUCATION CONSOLIDATION
AND IMPROVEMENT ACT OF 1981

Title V of the Omnibus Budget Reconciliation Act of 1981
relates to education programs. Subtitle D, referred to asg the
Education Consolidation and Improvemént Act (ECIA) of 1981, &ig-
nificantly ‘affected elementary and secondary education psograms.
Chapter 1 of ECIA replaced Title 1 of ESEA, and Chapter 2 con-
golidated 38 categorical education programs authorized under the
remaining titles of ESEA as well as certain other programs into
a block grant program.1

The broad objectives of Cﬁapher 2 are to reduce administra-

tive and paperwork burdens, support the educational needs and

priorities of SEAs anrd local education agencies (LEAs), transfer
responsibility for program administration from the federal gov-
ernment to SEAs, and vest responsibility for the{ design and ¥m-
plementation of programs assisted under Chapter 2 to LEAs. The
consolidation was effective on July 1, 1982, for all but the

Follow Through Program, which was to be phased into the’consoli-

dation by October 1, 1984. .

To receive funds, a state must file an application with the
Secretary 6f Education which (1) designates the SEA as the '
agency responsible for administering and supervising activities
supported with block grant funds; (2) provides for consultation
between the.SEA and the state advisory committee (SAC) appointed
by the governor: (3) sets forth the planned .allocation of funds
reberved for state use; (4) provides for the dissemination of
information about fund use and advisory committee recommenda-
tions; (5) provides for an annual evaluation pf programs begin-

- ning in fiscal year (FY) 1984; and (6) contains assurance of

compliance with federal law. The state must also agree to Kkeep
such records and. provide ‘such information as the Secretary of
Education may reasonably require for fiscal audit and program
evaluation, and assure it will nct influence the LEAs' decisicn-

making process.regarding the expenditure of funds.

3

lased on the Office of Management and Budget's September 22,
1981, listihg of Catalog of Federal Domestic Assistance Pro-
grams replaced entirely or in part by the block grant. (See

app. 11.) :
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For an LEA to reéeive Chapter 2 funfls, ‘it must file an_ ap-
plication with the SEA which (1). sets forth the planned alloca-
tion of funds among Subchapters A, B, and C of Chapter 2 and for
authorized programs which it intends .to support; (2) provides
assurance that private, nonprofit school students will receive.
' > an equitable share of block grant funds; and (3) provides for
systematic consultation primarily with parents, teachers,:.and.
administrative personnel. The LEA must also agree ,to maintain
such records and provide such information as the SEA may
reasonably require for fiscal audit and{program evaluation,

\ Both SEAs and LEAs have .virtually complete discretion con-
cetrning how to umse their share of education block grant funds.
They may support activities under one or all three broad cata-
gorlies referred to as subchapters. ' These subchapters include
(1) Subchapter A-~Basic Skills Developmenty (2) Subchapter B--
Educational Improvement and Support Services; and (3) Sub~
chapter C--Special Projects. (See pp. 14 ahd 15.) -,
FUNDING OF ELEMENTARY AND <L s . |
SECONDARY EDUCATION . PROGRAMS - X " ) .

\ .

Table 1.1 shows the trend in. total feder;i,'state, and
local support for education programs bqueen'school year (SY)
1981-82 and SY 1983~84. As the table shows, the block grant
comprises a very small portion of the total funds available.
When considering just federal funds available for education, the

block grant accounts for about 5 percent. - -
- Table 1.1 | .
Total Funding for Elementary and Secondary o -
. Education Programs ‘
- ® sy 1981-82 SY 1982-83 - Sy 1983-84 . .
- Percent - ° v Percent T Percent
. _ Amount of total Amount of total Amount of total
(billions)’ (billions) -(billioris) |
State $ 55.10 48.6 ' § 58.33 48.4, $62.57 ' -  49.0
Ilocal 50.00 "\ 0 . . 53.95 f44.8 : 56.82 44,5
mock grant .516 \ 04 044 , 04 045 04
Other 1 ' '
‘ federal 7092 700 7071" 6.4 7075 601
b i .- ' - )
$113.53 -100.0  $120.43 100.0  $127.59 100.0
’ Eo—— Ty =

aFuhding for SY 1981-82 represents total funding for the categorical programs
consolidated into the education block grant. ' '

-
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Also, table 1.1 shows that as combined .federal funds declined
trom 7.4 to 6.9 pércent of total funding over the 1981-83
.- period, state.and local,K funds maintained or increased thelr

share of total funding. o

]

.
3
n

. Block' grant implementation brought' an, approximate _
+ " l2-percent decrease ih*funding from the categorical programs' -
- levels, but that decrease was not distributed equally to the
statés. For the 13 states in our review, state allocations.
varied ¢onsiderably, ranging from ‘a 23-percent increase in
Vermont to-a 35-percent decrease in New York, as shown in ap-
pendix III. -The variation was partly attributed to (1) the in-
stitwtion of a single method for determining the amounts to be
distributed as compared to the various apprdaches used undér the
prior categorical programs and (2) provisions in-the block grant
legislation requiring fiinimum. state funding levels.

Under Chapter 2, the Seczetary must.distribute 93 percent
. of the funds appropriated to the states. Of the remaining,

7 percent, 6 percent is to be used to fund the Secretary's dis-
cretionary program and 1 percent is to be used to make allot~-
ments to territories and pogssessions.' The Secretary's discre~’
tionary fund, supports activities that would help SEAs and LEAs
improve elewentary and secondary school programs. Part of the
fund must be used to support three? mandated programs: (1) the
Inexpensive Book Distribution Program, (2) the Arts in Education -
Program, and (3) the Alcohol and Drug Abuse Education Program.
In addition, the Cohgress has+directed the Secretary to continue
‘support for the National Diffusion. Network ‘and to conduct evalu-
ations and studies of:,Chapter 2. As shown belowy the total a

W amouiit of funds available for the Secretary's discretionary pro-
gram has increased slightly since block grant ifmplementation.

Secretary's Discretionary Fund

i _ FY 1981  FY 1982 " pY 1983 FY 1984.
' et ———— (miliions)—--;-~---;--r-;~'
Mandated programs $10.7 $10.7 $10.7 H$1.2.5
) Other projects - 14.8 17.5 . 18.0 16,2
Total $25.5 $28.2 " §28.7 $28.7

= e S ]
:

“w

- - e -

2public Law 98-312, dated June 12, 1984, added the law-related
education program that was formerly, authorized by part G of
, Title III, ESEA. This program provides funds. for educational
- programs that enable students to become informed about -the
legal process and system and its fundamentak principles.

: Q ‘ - ‘ ) ‘ . ’ ) , | 2 () 3




. OBJECTIVES, 'SCOPE, AND METHODOLOGY ' R

. Our primary objective in work on- all block grants is to
provide theé Congress with comprehensive reports ‘on the states'
progress in implementing them. The information presented in
this report was developed for the purpdse of describing the .

: . status of the education block grant implementation and was not
intended to evaluate states' effectivehess in devising or manag-

. .

“ing ‘programs. ,To do that, ‘as shown on-the map on the following
page, we'did our work in 13 states: California, Colorade, '
Florida, Iowa, Kentucky, Massachusetts, Michigan, Mississippi,
New York, Pemnsylvania, Texas, Vermont, and Washington. , Thése
states were selected to attain-geographic balance and to include
states with (1) differing fiscal conditions and varying ranges’
. ) of per capita incomes, (2) varying degrees of involwement by
. State executive and legislative branches in overseeing and ap-
propriating federal funds; and (3) varying education delivery
systems. At least 1 state was' selected in every standard fed-
eral region, and in total, the 13 states accounted for approxi-
mately 45 percent of all block grant funds and an equivalent
- ‘portion of the nation's population. 1In addition, these states

received gbout 45 percent of the education block grant funds
distributed and accounted for 38 percént of .the nation's LEAs.
Also, according to public schobl enrollment data, .11 of the

. 20 largest.school districts in the nation are located in .the
13 states. Our sample of 13 states was a judgmental selection
and not intended for projection purposes. ' '

Our review focused on how states are implementing the edu-
cation block grant.and what changes, particularly those related
to the block grant, havé occurred since the corrsolidation of the
prior gategorical programs. Infomation was obtained at three
levels: Department 6f Education headquarters, the state, and
LEAS * » ’ -

, At the federal level, we-obtained financial data for fiscal '
years 1981, 1982, 'and 1983 and certain program information..
Also, we discussed with headquarters officials the Department's
policie’s for implementing and monitoring the program.

&

At the state and local levels, we used a wide variety of
data collection ingtruments and approaches to obtain information
from two overall sources: (1) individuals or organizations re-
sponsible for or having an interest in a single block grant and
(2) individuals or organizations resporisible for or having an
interest in multiple block grants. These instruments were de- * -
signed to gather censistent -information across states. and across
block grants where reasonable and practical.
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The first set of information sources included state proyram
- officials responsible for administering the education block

grant and LEA officials. The instruments we.used to obtain in~
formation’ from these sources were a state’program officials
questionnairé, financial information schedules’

-%mwmww~~guide;~awtocat“educétiﬁﬁ“éfﬁiéiéls questionnaire, and an

‘

administrative cost.guide. " . ‘ | .

Almost identical vexsions of the program officials ques=
‘tionnaire and administrative cost guide were used for all block®
grants. The other three instruments had to’be-tailored to each

block grant because of differences in' the ,tybes of programs and -

L Y4

services provgded under each block grant and the manner in which

financial information had jo be dollected. ,

.8 ‘e Yo oo T !
To gathef informpation on the education block grant on LEas,
we mailed a questionnaire to a representative sample of the

2,500 LEAs with enrollments gxceeding. .50 students lbqptediin the”

13 states. Our sample was designed so that the results could bé

projected to all LEAs in the 13 states with.a sampling error : -

that ‘did not exceed +3 percent at a 95-percent confidence-level.
(see app. IV.) : , L ¢

The gecoﬁa"set of information sources included représenta-
tives from the governér's office, various officials from the,

~stat§f1egiéléture, and public interest groups.-.To -obtain infog-

mation from these sources, we used questionnaires which gener-
ally asked about the respondents' specific erperience with block
grants-and obtained perceptions concerhing the block grant con-
Cept o ) b ’ o

?

‘The questionnaires sent to public interest é;oups'soLicfted

their views concerning how.the state in which the group,ig’lo- ‘.
e »

cated had implemented and ‘administered- the block grant. .
idengified interest groups through several sources, such as
about 200 national level organizations; staff from a private

“organization with gxtensive. knowledge about block grants-~-the

visited. Although not a representative sample of all concerned
publjc interest groups, we mailed out’'1l,662 questionnaires and
received 786 responses,,-of .which 179 indicated having at least
some knowledge ©f their state's:implementation of the education
block grant. "

Coaliti¥n om Block' Grants: and officials ia the states we

- O R 1

A detailed discussion of the content, source of informa-
tion, and method of‘'administration for each data collection
instrument is included in appendix V. Our work was done in
accordance with GAD's "Standards for Audit of Governmental
Organizations, Programs, Activities, ‘and Functions."

4

, a ‘state audit

<y

. -
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- ) All questlonnalres were pretested and subjected to external ‘o
.o review prior to their use. The extent-of pretest and fevzew‘ o
varied, but~1n each case one or more knowledgeable staff offi- ,
cials or’ otHer orxganizatigns prOVLded*thelr comments concernlng .
... the questlonnalne”or,completed the,questlonnasre and. dlscussed e e e
their observations wdth use .. . . . :
. Our fieldwork:on the eduéation block grant was primarily
“carried out between OctobeXr 1983 and June 1984.° At the conclu-- _
. sion of our work, a summary was prepared contaiping the data b
developed, using the financial information schgdule’s, the pro- '
gram oﬁf1c1als questlonnatre, and the stdte audit gulde. We.
. briefed state officials. on the information contalned in the sumw .
v mary gnd.gave. them‘an oppbrtuni to comment on’ its accuracy ‘and
- '~ eompleteness. Our summaries were modified, where. ‘appropriate, .,
' based or the comments prov16bd by state official's. The .final
. summaries, together with 1nformatlon received dir ctly from .
N questionnaire respondents, “were used to prepare t 1s report. R
Addltlonally, we obtdined 1nformatlon on state plans fo; o o
auditing pyrogram expend:.tures° Because. states 'were, just begln—. . "
o ‘'ning their audits at the time of our fieldwork, it was too early
to evaluate the adequacy of the audits. Therefore, we concens [
trated on determining the status of state efforts to arrange ﬁbr ",

.audits of block grant ‘funds. . T : . :

*  "The following chapters focus on how funds were used under oo }’
the education block grant, the changes that have been made at - BRRE
the state and LEA levels, the changes that have been made to
state organlzatlon and management, as well as the ‘extvent to ;
which citizens, state elected officials, and interest groupS'
have been involved 'in processes that led to dec191ons oR how
block grant funds would be used. . . <

: # . : . ] 8 . .
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CHAPTER 2 '

'
A

STATES' DECISIONS INCLUDE . ;o o

A
t

DETERMINING EUNDING PRIORITIES
¢ " e —
- AND FUND DISTRIBUTION
) ) . N . .
. -Chapter 2 of ECIA gives 'states greater involvement in « &
. administering -elementary and secondary education programs than _ o
-7 the’ prior categorical programs. However, even though they have
assumed ‘greater administrative responsibility, they are r.guired.
' to pass 80 pexcent of -the state's Chapter 2 allocation on to '
= LEAs, which have virtudlly complete discretion on. how to use the
: ' funds. As a result, state program\decisions primerily’focus on
R determining how tb use the retaihed funds and devising a formula -
- to distributg Chapter 2 funds to LEAs. _ " a L
‘ . , % - . b , . . : \.
' ', Almost all the states are retaining for their own use the '
maximum amount of funds permitted by law--20 percent. These ! ;
funds are being used to support program activities which are T
. essentially. consistent ®ith the state boards of education - -
. priorities and:rare similar to those funded under® the prior C o
) . categorical programs. Also, states have developed a wide . S
. variety of distribution formulas which are esgentially based to :
A " varying degrees on enrollment. . ° | o | .

‘s N = w

] 1

STATES' USE OF RETAINED CHAPTER 2 S - e
FUNDS_REFLECTS. OVERALL . E o L -
STATE EDUCATION PRIORITIES - , T

L. ‘Although Chapter 2 expanded state involvement in federally Cy
. fundéd ‘education programs, the block grant legislation limits "~ - "
' state "authdrity over planning how the majority of funds will. be " -
", lsed. Each state is resporsible for developing a formula for’
distributing at least 80 percent of its Chapter 2 allocation to
" BEAs, (see pp. 1l1-to 14); however, the SEA is prohibited from '
specifying or influencing how LEAs spend the funds. As a re-~ . ° :
Qo .sult, SEAs can determine the use of only the .Chapter 2 funds v
‘ ' shey retadn--up to 20 percent. , ’ . .
Officials in'9 of the 13 éﬁates!told~us that state dgci-
. slons on how to use their share of the Chapter 2 funds were in= .
r cluded in the overall state education .planning process. Offi-
Cy cialg in these statds indicated that they génerally followed . = .
- + priorities developed for. state-funded activities in determining
' the.use, of their portion of the Chapter 2 funds.-: ?

S‘\"'-: - '~Also,:in 10 of the~’l3 states the priorities determined :
> . through the planning process were consistent with state board of

K
¢




educatlon priorities. For example, one objective of Colorado's
use of retained block grant funds was to support state board of
education priorities not being met by state or federal categori-
cal programs. Similarly, one objective of New York's use of re-
tained Chapter 2 funds was to address priorities established by
the. Board of Regents, such as extending educational services to
@opulatlons with special needs. In Massachusetts, the state
-portion of the Chapter .2 funds was used for staff salarlies.

Thid ehabled the SEA to continue some programs and operations
previously funded by the prior categorical grants and adopted by
the state board as priorities.

Although state decisions on how to use retained Chapter 2
-funds are included in the overall state planning process, each
state s governor appointed a SAC as required by law to advise
the SEA on the use of Chapter 2 funds. As discussed on page 46,
the SACs had a major role in developing states' distribution
formulas and in deciding how to use the states' portions of
Chapter 2 funds. X '

States considered a number of factors when establishing
priorities for using their portion of the Chapter 2 funds, as
shown in chart 2.1. The majorlty of states considered the most
imp {tant factors to be changes in the level of federal block
grant funding and the desire to integrate their portion of the
Chapter 2 funds with the priorities of state~funded programs.

| ' CHART 2.1 .
PROGRAM OFFICIALS/OPINIONS ABOUT SELECTED
FACTORS THAT WERE CF SREAT IMPORTANCE IN

OREAT .
Bm QREAT ~ SETTING CHAP"ER 2 PRIORITIES

CHANGES IN FUNDING LEVEL

.
2

INTEGRATE WITH STATE PRIORITIES ﬁ;ﬂﬂﬁﬁ

PROGRAMS FOR PROTECTED SROUPS

SERVE TARSETED SROUPS

T T ! T T T
%) 2 4 6 8 18 12

NUMBER OF STATES
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‘ At the time the education block grant was implemented, all
states experienced changes in the level of federal funds avail-
able as compared .to levels of funds provided under the prior
. categorical programs. (See p. 4.) As a result of such changes
. in federal funding, three SEAs told us they increased the use of
> state funding to support activities not funded with ‘Chapter 2
B funds. For example, in New York, the_ state legislature in-
creased its funding of magnet schoolsl from $7 million to .
§13 million between 1983 and 1984 to help offset the decrease in
support. for desegregation activities (see p. 14)." In the )
remaining 10 states, officials reported that no state funds were
used to support education programs included in the block grant
during the first 2 years following implementation.

Aside from changes in funding levels, program officials
said that the degire to integrate block grant funds with state-
funded program priorities was an important factor in using their
portion of Chapter 2 funds. For example, a Michigan official
explained that the state has the flexibility to use block grant
funds as a source for state programs. Pennsylvania officials .
said that they had used prior categorical funds for normal LEA;
Pplanning purposes, including needs assessments and monitoring,
and had decided to complete the funding of the current planning.
period with Chapter 2 funds.

STATES' DISTRIBUTION FORMULAS . ‘
VARY GREATLY

‘ SEAs are required to distribute at least 80 percent of
their Chapter 2 funds to LEAs. The distribution is to be based
on the relative enrollment of public and nonpublic students
within an LEA's school district, adjusted to provide higher per
pupil allocations to LEAs having the greatest numbers or per-
centages’ of children whose education imposes a higher than aver-
age cost. The block grant legislation provides examples of
children that are regarded as "high cost”: children from low- .
income families, childrén living in economically depressed urban
and rural areas, and children living in sparsely populated '
areas. These examples are not all inclusive, however, and each
SEA cah identify its own high cost factors to be included in i:s
formula.

e e T T b P

1A magnet school is a school or education center that offers a
special curriculum capable of attracting substantial numbers of
students of different racial backgrounds. -

11




To comply with this requirement, all. 13 states develqgped
distribution formulas for use during SY 1982-83, and 12 states
used the same'formula for SY 1983-84. New York amended its for-
mula by reducing from 8 to é percent a set aside for districts
operating special programs to overcome racial isolation and
poverty. .

"All 13 states except Florida used a separate formula to
distribute education block grant funds to LEAs. Florida essen-
tially used the same formula used to distribute state education
~ funds because it was believed to be an equitable method for dis-

tributing Chapter 2 funds. Basically, it included such factors
as (1) total full-time eguivalent student membership of each
program by school and district, (2) program cost factors based
on relative cost differences between programs, and (3) distrlct )
cost ilfferentlals.

. . k)

Although Vermont used a separate formula to distribute
Chapter 2 funds to LEAS, the formula was not developed specifi-
cally for the block grant. Vermont used the formula originally
employed to distribute funds under the Instructional Material
and School Library Resources categorlcal grogram. Program offi-
cials stz ed that they saw no need to change the formula.since
it was in place, working re]atively well, and understood by the
LEAS.

The Chapter 2 distribution formulas varied ‘greatly among
the 13 states. While all were based on enrollment as required
by the block grant legislation, the percentage of Chapter 2
funds distributed to LEAs based on this factor varied greatly.
For 10 of the 13 states where data were available, the percent-
age of funds distributed based on enrollment ranged from 40 per-
cent in Massachusetts to 95 percent in Mississippi. Table 2.1
shows the percentage of Chapter 2 funds distributed based on.en-
rollment versus the amount distributed based on thé high cost
factors included in the formulas. . - :

12
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Table 2.1

&

Percent of Funds Distributed Based on
Enrollment and High Cost Factors

State? ' Enrollment High cost factors
Colorado , 83 ’ 17
Iowa " _ 75 25
Kentucky . -84 - ' 16
Massachusetts 40 ' ; 60
Michigan 58 : . 42
Mississippi 95 5 .
Pennsylvania 60 : .40
Texas 73 ' 27
Vermont : 60 - 40
Washington ° ' ' 50 _ . 50

aThe other three states (California, Florida, and New York) ‘made
allotments based on a weighted per=-pupil formula whose mathe-.
matical structure.does not explicitly identify the percentage
of furds distributed based on high cost factors and -enrollment.

Although the extent to which states used enrollment varied,
it was the most influential factor in determining the distribu~
tion of Chapter 2 funde to LEAs in most of the 13 states. As
table 2.1 shows, 7 of the 10 states 'distributed at least 60 peir=-
cent of the Chapter 2 funds based on this factor. Nationally,
the Department 'of Education found that during SY 1982~83, 37
states distributed at least 60 percent of their Chapter 2 funds
based, on enrollment, with 28 states distributing between 70 and
90 percent based on this factor.

In addition to enrollment, states used a wide variety of
high cost factors in their distribution formulas. The 13 states
used 16 of 19 high cost factors identified in a nationwide study
completed by a Department of Education analyst, The factors
most frequently used were (1) students kligible for Elementary
and Secondary Education Act' Title I funds directed toward educa-
tionally disadvantaged children (five states), (2) sparsity
(students per square mile) (five states), and (3) limited
Engligh speaking students (five states). These factors were
generally consistent with those cited in the Department's
nationwide study as the most frequently used . high cost factors.
Other factbrs less frequently used included (1).gifted and tal-
ented students, (2) speciak¥ education students, and (3) students
needing basic 'skil}! remediation. , -

The number of high cost factors used by the 13 states ranged

from 1 in Massachusetts to 6 in New York. States offered vari-
ous reasons why specific high cost factors were included in

\
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their formulas. For example, Massachusetts officials said they
used the Aid to Families with Dependent Children low-income
index factor because it tended to concentrate block grant funds
in older. cities most affected by a statewide referendum that re-
duced property taxes which support education. Michigan offi-
cials wanted to provide funds to agencies with greater educa-
tional needs as demonstrated by low achievement scores and to
agencies in sparsely populated areas because a larger proportion
of each school dollar is devoted to nonprogrammati¢ expenditures
than in mo¥e densely populated areas. New York officials wanted
to provide proportionally more assistance ta LEAs in greater
need aé reflected by the numbers of 'certain high cost students,
such as handicapped studehts, rural students, and pupils with
special educational needs. They also wanted to consider a com-
"'munity's wealth based on property values. o

Three states--California, New York, and Michigan--also
included a factor to .often the impact of losing categorical
‘funds from thé former Emergency !School Aid Act, which supported
desegregation activities and accounted for about 30 percent of
the funds consolidated into the education block grant. For ex-
ample, to encourage the continuation of desegregation activities
in SY 1982~-83, New Yor& set aside 8 percent of the total LEA al-
location for distribution to districts operating special pro-
grams to overcome racial isolation ahd poverty. California's
formula included desegregation factors, such as students in
magnet schools, to help minimize the loss of Emergency School
Aid Act money going to 29 school districts funding desegregation
activitiés. ‘ ",

FUNDS RETAINED BY THE SEAS - )
ESSENTIALLY SUPPORT ACTIVITIES .
SIMILAR TO ANTECEDENT PROGRAMS | ,

The block grant legislation permits state educatioh agen-
cies to retain up to 20 percent of their state's Chapter 2 allo-
cation for their own usge. The only restriction is that funds
be used for activities that are consistent with the purposes of
Chapter 2. These activities, which are outlined in Subchap-
ters A, B, and C of the block grant legislation, include:

L4

Subchapter A: Basic Skills Development

SEAs can uéeQChapter 2 funds to develop and im-
plement a comprehensive and coordinated program to
improve elementary and secondary instruction in the
basic skills of reading, mathematics, and written and
oral communication.

-3

