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PREFACE

This report has been prepared by Dr. Stephen M. Barro of SMB Economic Research
Inc. for the National Assessment of Vocational Education (NAVE). It was funded through a
subcontract from Decision Resource Corporation (DRC) under DRC's prime contract 300-87-
00 II with the U. S. Department of Education. Its purposes are to review and assess the
resource allocation and targeting provisions of the Carl D. Perkins Vocational Education Act of
1984 and, where appropriate, to identify and evaluate promising policy options. The report
offers conceptual and logical analyses of the designs of two major types of grants supported
uncl,:r the Perkins Act: the grants for handicapped and disadvantaged vocational students
authorized under Title IIA of the Act and the grants for program improvement, innovation,
and expansion authorized under Title IIB. As such, it complements the surveys and case-study
research that NAVE has undertaken of implementation of the Perkins Act at the state and
local !eve's.

The author wishes to express his appreciation to Dr. John G. Wirt, Director of the
National Assessment, for his detailed comments on an earlier draft of the report and to
Dr. Lana a Muraskin for her advice on numerous analytical and policy issues. He is also
grateful to the fifteen individuals who agreed to be interviewed for this study and who
provided valuable insights regarding the origins, interpretations, and implications of the
Perkins provisions and the arguments for and against various alternatives. Their anonymity has
been preserved in the report, but they include present and former officials of the Office of
Vocational and Adult Education (OVAE), which administers the Perkins Act; present and
former officials of other offices within the U.S. Department of Education; present and former
Congressional staff members who were involved in drafting the Perkins legislation; interest
group representatives; and scholars who have studied federal vocational education policy
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EXECUTIVE SUMMARY

Under the Carl D. Perkins Vocational Education Act of 1984 (P.L. 98-524), the Office
of Vocational and Adult Education (OVAF) of the Department of Education (ED) now
distributes over $900 million per year in federal grants for vocational education. These grants
are the principal tools available for accomplishing the federal government's main goals in
vocational education, which Congress has defined as (1) improving access to, or opportunities
in, vocational education for cer_;in underserved or special-need populations, and (2) raising the
quality of vocational programs and helping to make good programs more widely available. In
pursuit of the first .goal, the Act provides grants to support vocational education services for
the handicapped, the disadvantaged, and other "target groups." In furtherance of the second, it
provides grants for program improvement, innovation, and expansion activities. These grants
are distributed first to states and then to local education agencies (LEAs) and postsecondary
institutions within each state, to be used for the designated purposes.

A prerequisite for achieving the aforesaid goals is that grants must be targeted
properly--that is, federal funds must be directed to the specified activities or beneficiaries
and, more precisely, must translate into net additions to the resources that would otherwise
have been available for the stated purposes. This means that the grants intended to expand
vocational education opportunities for special-need students must add to the total resources--
federal, state, and local--that would otherwise have been provided to serve those students, and
that program improvement grants must add to the tot:;: outlays that would otherwise have been
1.,rthcoming to support program improvement efforts in vocational education. Only if, and to
the extent that, federal aid is "fiscally additive" is it likely that the purposes of the Act will be
accomplished.

Bat long experience with categorical grant programs in education (and in other fields)
has shown that proper targeting of federal aid cannot be taken for granted. State and local
priorities do not necessarily mirror federal priorities, and the purposes for which Congress
earmarks federal funds are often not the ones on which the grantees themselves would choose
to spend marginal dollars. Where priorities diverge and circumstances permit, grantees are
likely to spend federal funds to replace (supplant) rather than augment state and local outlays
for the federally designated target groups or activities. This "frees up" nonfederal funds for
other purposes, effectively converting the nominally categorical federal grants into general aid.
Such substitution is particularly likely in vocational education c:.ause federal aid
2,)nstitut,..; a Small fractionperhaps t.) percentof total :)ca edL,:ation spending.
making it to reallocate nonfederal 7und7 in response the .1\ .11!b 4 '1 -1

.1 1 r`.

`-ederal aid for vocational education has flowed for many yean':-. and !.f.-_-,:orne a

egular sour..' of support far ongoing programs. !...rider .:_..)nditions, merely 2artnarking
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federal funds for certain purposes is insufficient to produce the desired fiscal and allocative
effects.

Recognizing that there is this targeting or additivity problem, Congress has attached to
Perkins grants certain requirements intended to ensure that federal aid is used to advance
fecLral purpose; I not merely to augment the general budgets of states, LEAs, and
postsecondary institutions. These include, for example, the requirements that federal funds
must "supplement, not supplant" funds from state and local sources, that grants for
the handicapped and disadvantaged may ty. used only to pay for the "excess costs" of
"supplemental services" for such students, that the same grants must be distributed within states
according to federally specified formulas, that program improvement grants may not be used
to "maintain existing services," and that aid recipients must match federal grants with equal
amounts of nonfederal funds. The roles of these provisions are unappreciated but crucial: the
likelihood that federal aid will affect vocational education as Congress intended depends
strongly on how well they work in directing Perkins funds to the intended uses.

The purposes of this study are, first, to assess the existing resource allocation and
targeting provisions in the Perkins Act and, second, where problems or deficiencies are
identified, to present promising solutions or policy options. The central question in the
assessment is, as indicated above, whether the Perkins provisions are likely to be effective in
ensuring that federal funds are used additively for the purposes stipulated by Congress. In
addition, the study addresses such related questions as whether Perkins funds are distributed
rationally and equitably, whether the federal requirements are necessary or unduly burdensome.
and whether the incentives created by the federal targeting rules may have adverse side effects
on vocational programs. The options considered range from minor revisions of existing
statutory or regulatory provisions to broader changes in strategy and program design (limited,
however, to alternatives compatible with the present federal goals and the general framework
of the Perkins Act). The study focuses on two major types of grants provided under the Act:
grants for the handicapped and disadvantaged and grants for program improvement. Together,
these account for 75 percent of all Perkins basic grants to states.

This is an assessment of the designs of the federal vocational education aid programs
rather than an evaluation of program outcomes. The analyses presented are logical, conceptual.
and theoretical rather than empirical. They are based primarily on examination of pertinent
documents- -the Perkins Act itself. the ovAF ED1 regulations and a;:zet-npani,
interpretationf :Ind guidelines, related OVA E and ED niaterials, C.ongres i(s)nai .:ornnlitt;?e

'The term OVA E. ED is used throughout this report in inst.anc,.:s .here it is no:
whether a particular rule, interpretation, Or policy position 11, attributable O\

m e Other office Or entity 'A i:nin the. Education Department.
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reports, prior analyses of the Perkins Act and its predecessors, studies of vocations{ education
and federal vocational education policy, and general literature on the designs and effects of
federal grants. In addition, the report reflects information obtained from approximately 15
interviews with current and former OVAE and ED officials, Congressional staff members,
interest group representatives, and policy analysts.

The principal limitation of this study is inherent in its nature: a conceptual,
nonempirical inquiry can determine what the federal rules allow, what they require, what
incentives they create, and what responses are likely, but it cannot establish how grantees
actually behave. Thus, while evidence is presented that the extant rules do not ensure or
promote proper targeting of aid, this is not same as proving that aid is actually misused.
Other significant limitations are that the analysis covers only the federal requirements, not any
additional requirements that states may have imposed, and that it examines the Perkins grants
but not other federal (or state) grants aid for related purposes. In these respects, it provides a
less-than-complete picture of influences Jn the local providers of vocational
education services.

PERKINS GRANTS FOR HANDICAPPED AND DISADVANTAGED
VOCATIONAL STUDENTS

Enhancing services for handicapped and disadvantaged vocational students is the most
clearly defined resource allocation objective of the Perkins Act and the one that Congress has
backed up most extensively with specific targeting provisions. The pertinent statutory and
regulatory requirements include the following:

o Definitions of target groups and nci.mitted uses of federal funds,

o Requirements that Perkins grants be used only to pay the federal share
of supplemental services pi ovided to, or excess costs incurred for,
handicapped and disadvantaged enrollees in vocational programs,

o A requirement for 50-50 state-local matching of the federal contribution
to the excess costs of programs,

o A requirement that Perkins grants aid must supplement, not supplant "he
state and local funds that would otherwise have been available to supp.,)rt
the federally aided activities,

o A requirement that handicapped an dna: intaged students
affcrded equal access to the full rai. 2 of -)cational programs,

N t service mandates, requir i';, L As to prole Illy ,:ertain
ce.s to all har:di,:apped and diyad% antaged
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o A fund distribution mechanism, including provisions for apportioning aid
among states, setting aside certain percentages of each state's allotment
for the handicapped and disadvantaged, and distributing the latter among
LEAs and postsecondary institutions within each state.

This report examines each provision in detail: what it is intended to accomplish, whether it is
well-conceived and appropriately designed, how it has been interpreted and implemented, and,
where necessary, how it might be altered or improved.

Definitions of Target Groups and Permitted Uses of Funds

Before assessing the other targeting provisions one must consider the targets themselves.
Who are the students, and which are the activities, for which the Perkins handicapped and
disadvantaged set-aside grants are to be used? These matters are addressed in some detail in
both the statute and the regulations, but not with particularly satisfactory results.

The target groups are, of course, handicapped and disadvantaged vocational students.
The definition of "handicapped" is a standard one derived from the federal Education of the
Handicapped Act, but the definition of "disadvantaged" is peculiar to the vocational education
program. According to the latter, the term "disadvant'aged" covers students who (a) qualify
under any one of five criteria of economic disadvantage, (b) satisfy ally one of three criteria
of general academic disadvantage, or (c) are migrants, limited-English proficient, dropouts, or
potential dropouts, and who "require special assistance to succeed in vocational education
programs." The term "vocational student" is not defined, leaving it up to each state to decide
how broadly or narrowly 'a construe it.

A major problem with these definitions (especially the definition of disadvantaged) is
that they are too broad and elastic either to convey clearly to grantees which students are to be
served or to ensure that the benefits of federal aid accrue to the beneficiaries Congress had in
mind. The definition of "disadvantaged" is expansive enough to embrace a majority of all high
school vocational enrollees- -too large a category to constitute, in any meaningful sense, a
target group. The term "vocational student" can be stretched to cover the vast majority of
secondary and postsecondary enrollees (i.e., anyone who enrolls in even a single vocational
course), not just students enrolled in serious programs of occupational training.

The effects of this definitional looseness are ,K acerbated by the omissio.1 from the
Perkins framework of the principles that ( 1 funds should be concentrated on few enou.il

udents to make a significant cHlicati(..:,a1 difference for participants, and 2

ii n : - .tudtints in :7R':ite.:1 '.\

to 1-03tIvely low -pnority Fe::pients. and there to i_;;.! Wsparilies
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states, LEAs, schools, and programs in the numbers and kinds of students who are served with
federal aid and in the amounts expended per participating student.

There are also certain more basic conceptual problems with the three types of criteria- -

economic disadvantage, academic disadvantage, and "need for special assistance to succeed in
vocational education"--stipulated for iclenti:ying disadvantaged students. The rationale for
including students on the basis of individual economic disadvantage (poverty) is unclear and
the relevance of general academic disadvantage is questionable, since neither criterion
necessarily implies diminished capacity to master vocational skills. The stipulation that
participants must "require special assistance to succeed" is particularly troublesome, both
because it can lead to perverse selections of beneficiaries and because it seems inconsistent
with giving special-need students access to higher-level vocational programs than they would
have been able to enroll in otherwise.

Because the target-group definitions were formulated mainly with LEAs and secondary
schools in mind, they do not apply well to postsecondary students and institutions. There is
confusion over which definitions of "handicapped," "economically disadvantaged," and
"academically disadvantaged" are supposed to be used at the postsecondary level.

There are multiple options for altering the definition of the disadvantaged target group.
One approach is to tighten the criteria of ecorcwic and academic disadvantage - -for instance,
by dropping some of the vaguer criteria (e.g., being a "potential dropout"), lowering the
academic performance thresholds, and specifying preferred indicators of economic and
academic disadvantage for use at the secondary an I postsecondary levels rather than letting
each state choose its own. Another option (applicable to the handicapped as well) is to tighten
the definition of vocational student, perhaps by limiting the category to vocational majors or
concentrators and/or enrollees in organized programs leading to certification in occupational
Fields. A third option is to introduce a concentration rule and the principle of serving those in
greatest need first. All of the above are complementary, and adopting any or all would tend
to focus scarce federal funds Ln a better-defined and more limited set of beneficiaries.

Among the options that invc ve more fundamental changes in the definition of the
Wsadvantaged target group are dropping individual economic disadvantage as a criterion or, to
the contrary, requiring that students have both low incomes and educational problems to be
eligible for federally fundeu services. Another such option is to drop the stipulation that those
served must "require spec:al assistance to succeed in vocational education" in favor of a more
specific. less subjective criter:on at educational need. Eligible students might be .lefined.
..r..\arnrle. those rreparation to perform ,:atisf3,:torill, hi.111-,..;ua:in.

ram 'he programs ;heir ilct:e more
trorn inW :dual tudents to targeting. 1'H'. income latter Vo,illd

to channel :?deral funds to p!a,:es access to high-c;uaiity



viii

while allowing individual participants to be selected on the basis of pertinent educational
criteria.

As to permitted uses of funds, the federal rules are neutral with respect to both the
types of resources or services to be provided and the types of vocational programs to be aided
with Perkins handicapped and disadvantaged set-aside funds. Virtually anything that can be
labeled vocational education, even including "related basic skills instruction" is an eligible
activity. This neutralii. is a matter of concern, first, because it is not clear that all permitted
uses are equally desirable from the federal perspective and, second, because grantees face
certain incentives to favor ancillary services and/or basic skills instruction over vocational
instruction. Spending on basic skills instruction, in particular, is likely to involve supplanting
and to divert resources away from improvement of vocational education per se. The lack of
any provision pertaining to the quality of federally aided programs is also troubling,
particularly considering that 'improved access to high qual;ty programs" is a stated program
goal. Among the options for dealing with these concerns are limiting the fraction of federal
aid that can be spent for activities other than vocational instruction, modifying other federal
requirements to eliminate undesirable incentives, and establishing minimum quality standards
for programs to be supported with Perkins funds.

The Supplemental Serices and Excess Cost Requirements

The statute says that Perkins handicapped and disadvantaged set-aside funds may be
used only to pay the federal share (50 percent) of Cie costs of supplemental services for target,
group members or, where target-group members are educated separately, of costs that exceed
the average per-student outlays in comparable programs for regular students. In the absence
of an operational nonsupplanting rule (see below), these requirements are the main instruments
in the Act for enuring that federal aid translates at least partly into added services for
handicapped ana disadvantaged vocational students. Properly implemented and enforced. these
rules would g Jarantee resource differentials in favor of the handicapped and disadvan-
taged amour ling (by virtue of the 50-50 matching requirement) to at least twice the amount of
earmarked .'ederal aid.

Tiy! effectiveness of the supplemental services and excess cost rules is likely lc
much lowi r in practice than in principle, however. partly tecause compliance vith su rules

Inhcrently difficult to enfo...ce but mainly because OVA E. ED has not issued specific.
t!tliled. ri':4-ous .2uideline,, :is ;'..) hat ,:cinstituto uppiz?rnent:11

r'.1r12\

t)ar. la tilt? "1:t"cir(1F.

;h:In thf (.;r:Intet!!, e ,111 ;!1,!



ix

allow, since each extra dollar so claimed is a dollar transformed from categorical to general
aid. Among the principal "loopholes" in the present sketchy excess cost rules are that ( I )
OVAE/ED has formulated no operational criteria for identifying legitimate supplemental
resources in mainstreamed programs; (2) grantees apparently have been allowed to claim as
"excess" the total costs of certain resources purchased fcr the handicapped and disadvantaged
(especially equipment), not just the portion that exceeds the cost for regular students; (3) an
interpretation that indirect costs may be included in excess-cost computations permits grantees
to spend Perkins funds on services that would have been provided anyway; (4) the lack of any
QVAE /ED guidelines on how instructional personnel and other resources should be priced for
the purpose of cost comparisons creates major opportunities for inflating excess costs; and (5)
vague definitions of the comparable regular programs against which costs of programs for the
handicapped and disadvantaged are to be compared invite grantees to select standards of
comparison that will yield the highest excess costs. In addition, the loose target-group
definitions create opportunities to comply with the excess cost rules without actually spending
federal aid additively. Grantees can minimize their fiscal obligations by selecting students for
whom substantial excess costs would have been incurred even in the absence of the Perkins
Act, such as handicapped students receiving services mandated by the Education of the
Handicapped Act and disadvantaged students receiving remtdial basic skills instruction.

The supplemental services and excess cost rules may also have certain adverse side
effects on educational programs. Although a strong pre-Perkins incentive to serve the
handicapped and disadvantaged separately has been eliminated, weaker incentives favoring
separate programs remain. Concerns about compliance may lead some grantees to spend
federal funds on distinctive, unmistakably supplemental, but perhaps low-value ancillary
services rather than on upgrading vocational instruction. The fiscal and administrative burdens
associated with the rules may even induce some grantees to "opt out" of the Perkins program
for the disadvantaged (an option that, according to OVAE/ED, is available to grantees under
the Act).

Even ;f all the aforementioned loopholes were somehow eliminates, the contributions of
the supplemental services and excess cost rules to the additivity of federal aid would still be
limited in a more fundamental respect: such rules, even in theory, d) not necessarily require
grantees to incur excess costs greater than they would ha'e incurred in the absence of the 1/42:.

Grantees, in demonstrating compliance, may claim credit for excess costs that would ha\ e been
incurred anyway ;e.g.. pursuant to the requirements of other federal or ,tate .17-y

tree. without violating the .!rp.-uriL Ht. Pe: , ;;-1'

to other uses. 1711u. the

non ,Ipp:.inting rNuirenittit.
r a!. ;C. ;t ti) ';r-
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The relevant policy options fall into two categories: options for strengthening the
existing requirements and options for augmenting (or superseding) them with other targeting
strategies. Strengthening the rules means clarifying the definition of supplemental services and
specifying how excess costs are to be measured. OVAE/ED could do the former by issuing
detailed guidelines and providing examples of appropriate supplemental services for the
different target groups. The examples would presumably make clear that augmenting and
intensifying vocational instruction for target-group membersreducing class sizes, providing
teacher aides, adding instructional time, etc.--is not only an acceptable but also a desirable use
of federal aid.

Specifying how excess costs are to be measured is more important and also more
complex. Guideines on the subject would have to (a) identify eligible and ineligible categories
of excess costs, (b) stipulate how educational resources, including the services of teachers and
other staff, are to be valued for the purpose of excess-cost comparisons, (c) explain which
portions of equipment outlays qualify as excess costs, and (d) define the costs of regular
programs, or other standards of comparison, against which costs of serving the handicapped
and disadvantaged should be compared. It should be noted with respect to the last of these
that it is often infeasible to compare costs at the individual program level, and so provisions
should be made in the rules for more aggregative comparisons. These could consist, for
example, of comparisons of average costs incurred for target-group and nontarget-group
students in broad occupational categories, such as business occupations, technical occupations,
and agriculture.

It would be desirable in conjunction with these changes in the rules to specify clearly
the types of records that grantees must keep to demonstrate compliance. These recordkeeping
requirements should probably be differentiated by size of grant to avoid imposing pointless
burdens on recipients of small amounts of aid. (Alternatively, aid thresholds might be
established below which quantification of excess costs would not be required.)

As to broader policy options, there are two alternative methods of promoting the
additive use of Perkins grants, still within the framework of the existing Act, that do not
depend mainly on stronger supplemental services and excess cost rules. One is to make the
Perkins nonsupplanting requirement rather than the excess cost rule the central targeting
provision. The nonsupplanting requirement is useless in its present form, but fully
implemented it would be a more potent additivity-enhancing tool than the inherently limited
excess-cost constraint. The second and more drastic alternative is to shift from the present
aid-targeting strategy to the service mandate strategy reflected emlryonicall ) in Sc.:. 204(,:,

the present Act. Under this option, the emphasis would shift from ensuring that federal
aid is allocated and used properly to establishing that the handicapped and disadvantaged are

11
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being served adequately and according to their needs. Both a ernatives are discussed further
below.

The Matching Requirement

The Perkins Act allows no more than 50 percent of the excess costs of serving the
handicapped or disadvantaged tz. be charged against federal funds; the remainder must be
covered by state or local contributions. In theory, this 50-50 matching requirement, linked to
excess costs, has the potential to make federal aid more additive and, in some cases, to exert a
leveraging effect on state and local outlays for the designated target groups. The likelihood
that these benefits will actually be obtained is greatly diminished, however, by several features
of the present matching requirement. The interpretation that only statewide matching is
required, rather than matching by individual LEAs and institutions, makes it easier for states
to comply without actually adding to their support for handicapped and disadvantaged students.
(The related interpretation that states may "pass through" the matching obligation to grantees
also raises serious equity concerns.) The OVAE/ED doctrine that matching is required only of
spending in the aggregate rather than of spending for particular services or programs reduces
grantees' obligations to contribute to the costs of federally financed supplemental services. The
rule allowing "in-kind" matching of federal aid for the disadvantaged enhances opportunities to
claim as matching contributions expenses that would have been incurred even in the absence of
Perkins grants. Both the elastic target-group definitions and the loose definitions of legitimate
excess costs also make it easy to match federal funds without actually adding to the pertinent
expenditure categories. Although it is impossible to quantify the net fiscal effects of
matching, they are probably quite small and considerably smaller than what would be
ootainable were it not for the aforementioned design problems.

The options for strengthening the matching requirement include requiring direct
matching by states or matching by individual grantees. Under the direct-state-matching
option, each state would be required to appropriate state funds to match the Perkins
handicapped and disadvantaged set-aside grants and then to distribute the combined federal
funds and state matching funds to eligible recipients according to the federally prescribed fund
allocation formulas. This would compel some states to allocate significant new funds to
special-need vocational students. Under the local-matching option, each LEA and
postsecondary institution would be required to match federal aid with nonfederal financial
contributions to the federally aided activities. This would enhance the leveraging effects of
federal aid. but the results would probably be deemed objectionable on equity grounds
the obligation to rnat':h would )e imposed on rich and poor grantees alike) unless there were

prop sions for matching to be 'm a fiscally equalized basis. Certain options of a more
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technical nature, such as requiring matching of specific federally funded activities, eliminating
in-kind matching or limiting its scope, and defining more precisely how matching
contributions are to be valued, would also help to strengthen the matching requirement,
especially if combined with one or the other of the broader changes mentioned above.

The Supplement, Not Supplant Requirement

Tae requirement that federal aid must supplement, not supplant state and local funds is
part of the statute (and has been since 1963), but it contributes virtually nothing to the
targeting of federal aid because OVAE/ED has declined to provide operational definitions and
tests of supplanting or even to acknowledge that the rule applies specifically to Perkins grants
for handicapped and disadvantaged students. Moreover, OVAE/ED has tacitly interpreted the
requirement in a way that severely restricfs its scope and prevents it from interfering
significantly with grantees' abilities to use Perkins grants substitutively. Thus, a potentially
effective provision (more effective, for instance, than the excess cost rule) has been turned
into a "nonrequirement" by the administrative agency's unwillingness to interpret and enforce
it.

Given the OVAE/ED stance, Congress would have to do three things to make the
nonsupplanting provision effective (1) rewrite the requirement to make clear that it applies
separately to each type of Perkins grant--e.g., Perkins grants for the handicapped must not
supplant state-local spending for the handicapped; (2) make clear that the requirement applies
to each level of the state-loca' fiscal system at which supplanting can occuri.e., to
state outlays, to allocations of state aid to loca! units, and to outlays of individual LEAs and
postsecondary institutions; and (3) introduce explicit, operational criteria and tests of
supplanting. Among the pertinent criteria are that supplanting has presumably occurred
whenever (a) there is a decline in state or local support of vocational education for the
handicapped or disadvantaged, (b) a grantee expends fewer nonfederal dollars per handicapped
or disadvantaged vocational student than per regular vocational student, (c) a grantee expends
less nonfederal money per handicapped or disadvantaged student served under the Act than per
comparably handicapped or disadvantaged student not so served or not enrolled in vocational
education, or (d) a state or grantee expends Perkins funds to provide services that handicapped
and disadvantaged students are entitled to under other laws or policies.

An issue related to supplanting that urgently needs clarification is how Perkins grants
are supposed to relate to support for handicapped and disadvantaged st::Jmts provided under
other federal programs and laws: Are the Perkins funds supposed to ado such support, or
may they be used to "free up" non-Perkins funds for other uses? Guiclar;%! is particularly
needed on the proper relationship between Perkins grants for the handicap;'ed and the state-

13



local support to which handicapped secondary students are entitled under the federal Education
of the Handicapped Act. Realistically, it seems meaningless to speak of the former as being
additive to the latter, since the Handicapped Act creates an essentially open-ended entitlement
to "appropriate" services for all handicapped students. Nevertheless, it remains important to
make explicit how the two sources of support should be coordinated. In the cases of
disadvantaged secondary vocational students eligible for se...vices under ECIA Chapter 1 and
postsecondary disadvantaged students eligible for aid under certain higher education programs,
a reasonable option is to stipulate that students who benefit from Perkins grants must receive
their fair (i.e., proportional) shares of services under these other laws. Otherwise, one set of
federal grants is likely to supplant another.

The Equal Access Rule

Section 204(a) of the Perkins Act stipulates that (a) states must guarantee equal access
to handicapped and disadvantaged students in recruitment, enrollment, and placement, and (b)
equality of access must extend to "the full range of vocational programs available to
nonhandicapped and nondisadvantaged individuals." This language notwithstanding, OVAE/ED
has insisted that the guarantee of equal access applies only to the particular vocational
programs supported with Perkins handicapped and disadvantaged set-aside funds. OVAE/ED's
interpretation renders the equal access provision meaningless, since it would guarantee access
only to programs to which access is already assured. It would deny the handicapped and
disadvantaged equal accc..,s even to activities financed with other federal funds, such as Perki,is
grants for program improvement. Through this grotesque reading of the law, OVAE/ED has
interpreted away the protection Congress sought to extend to special-need enrollees in
vocational programs.

Moreover, in addition to derying handicapped and disadvantaged s!...:::!ents protection,
OVAE/ED's interpretation of equal access could do them actual harm. Restricting the right of
equal access to programs supported with Perkins set-aside funds may encourage grantees to
channel such funds into programs in which the handicapped and disadvantaged students are
already concentrated rather than into higher-level programs in which such students may now
be underrepresented. This would run directly counter to Convess' desire to eliminate
practices that relegate special-need students to low-level programs and occupations.

The basic choice facing Congress with respect to the equal access rule is :lear- cut:
either do what is necessary to make the equal access guarantee meaningful or .;_,_juiesce in
OVAL ED'S de facto repeal of this section of the Act. If the decision is to .t.: the latter. it

would seem better to eliminate the provision entirely than to retain the prey it, potentially
harmful OVAL, ED version. If the decision is to make equal access meaningful. there are

1
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several options Congress might consider for creating an effective guarantee One such option,
of course, is to reaffirm with more explicit statutory language that the Perkins equal access
requirement applies to all vocational education programs, federally funded or not, and that
denial of equal access to any program renders an LEA or institution ineligible for federal aid.
Given OVAE/ED's position, however, that alone might not suffice, as the agency might
construe equality of access so narrowly that the requirement would have little effect. One
option for giving the requirement additional force is to incorporate specific standards of
equality of access into the law or the legisiative history. These might cover, for instance,
such matters as nondiscriminatory admission requirements, equal treatment in guidance and
placement, the geograp'.ical distritution of vocational offerings, and requirements for
providing special assistance, where needed, to handicapped and disadvantaged students.
Another option, complementary to the above, is to establish procedures for monitoring equality
of access and/or channels through which individuals who believe they have beer. denied access
can seek relief. So augmented, the equal access requirement might do more to expand
opportunities for special-need students than -the Perkins grants themselves.

The Service Mandates

Section 204(c) of the statute says that each handicapped or disadvantaged student who
enrolls in an LEA's vocational education programs shall receive an assessment of needs; "special
services, L'cluding adaptation of curriculum, instruction, equipment, and facilities," designed
to meet his or her assessed needs; and certain guidance and counseling services. On its face,
this provision Feems to establish for handicapped and disadvantaged vocational students a
broade entitlement to services similar to that created by the mandate in P.L. 94-142 to serve
a11 handicapped students "appropriately"; however, this is not OVAE/ED's view of what the
provision means. Despite the unequivocal statement that students shall receive the specified
services, ( NAE/ED's unwritten interpretation is that LEAs are required to provide such
services o. ly if and to he extent that federal funds are available to pay for them--i.e., LEAs
need not c ntribute additional funds of their own. By taking this position, the agency has
transform_ :d a mandate to provide services into a rule about how grantees should spend their
federal- aid. Also, by failing to specify what falls under the heading of "special services,"
OVAE/ED has 1..4t unimplemented the part of Sec. 204(c) that most clearly seems to create an
open-ended entitlemen*. Thus, through a combination of restrictive interpretation and
inaction, the agency has effectively nullified this portion of the law.

As matters now stand, Sec. 204(c) max' harm r2thr than help intended
beneficiaries. Under OVAELD's interpretation, the parts of Sec. 204(c. mandating nee 1

assessments, guidance, and counseling are operational, while the broader -.1andate to deliver
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"special services" is not (the cost of the latter could not possibly be met with federal funds).
The net effect of the mandate, therefore, may be to draw Perkins funds that could have been
used to strengthen vocational programs into marginally useful assessments and other ancillary
services, and so to diminish rather than enhance services for the target groups.

The choice facing Congress with respect to the service mandates is a difficult one. On
one hand, OVAE/ED's interpretation that the mandates merely specify how Perkins set-aside
funds are to be used is irreconcilable with Cie statute, and the implications of that vie,/, as
noted, may be educationally counterproductive. On the other hand, it is unclear that Congress
really intended to create a new, open-ended service entitlement for disadvantaged vocational
enrollees (the handicapped already have such an entitlement under P.L. 94-142) or that it
would have done so if it had recognized the potentially large fiscal impacts on grantees of an
entitlement approach. Given the unsatisfactory status quo, the issue urgently requires
clan' cation.

One available option is for Congress to determine that it did not (or does not) intend to
create a potentially expensive service entitlement for dLiadvantaged vocational students. If so,
it would probably be better to eliminate Sec. 204(c) entirely than to preserve it in its present
emasculated form. The alternative, of course, is for Congress to reaffirm the mandates and to
restate them with the specificity, clarity, and force needed to m..ke them effective. The key
points that would have to be made explicit, given the current OVAE/ED interpretation, are
that (a) any LEA that accepts 2erkins funds is bound by the mandate, (b) each handicapped or

disadvantaged vocational student: is entitled, under the mandate, to instructional and other
vocational education services appropriate to meet that student's assessed needs, and (c) an
LEA's obligation to provide such services is not limited by the availability of federal funds to
pay for them.

Conceivably, a compromise, or in-between, option can be formulated that preserves the
basic service-mandate approach without affecting the service mix adversely or imposing heavy
fiscal obligations on the service providers. The key principle--substituting service standards
for controls over the uses of federal fundsis very attractive, as it promises both improved
services for special-need students and less intrusive federal rules. Some possible compromise
approaches include setting up limited claims to special services rather than open-ended
entitlements, requiring states to develop service standards of their own, and limiting coverage
initially to small subsets of the porntially eligible special-need population.

The Fund Distribution Mechanisms

The Perkins Act prescribes specific methods for distributing funds for the handicapped
and disadvantaged both among and whin states. The interstate distribution takes place in two

IC
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steps: first, all Perkins funds are distributed among states according to a statutory formula.
The formula is based mainly on state populations ir. various age groups, but with an
adjustment for state per-capita income. Second, fixed fractions of each state's allocation (10
and 22 percent, respectively) are set aside for the handicapped and the disadvantaged.
According to the statute, the resulting state allotments are then to be distributed among LEAs
and postsecondary institutions within each state according to another set of formulas, based
this time on (a) the number of economically disadvantaged students enrolled by each eligible
recipient, and (b) the number of handicapped or disadvantaged students (as the case may be)
served in vocational education. But this is not exactly what takes place in practice.
Many states, acting with OVAE/ED's tacit approval, have added to the process an additional
step, not called for in the statute, whereby federal aid is divided ' sepa. ate "pools" for
different classes of recipients before the statutory formulas are applied. This changes the
distribution of funds substantially. especially between the secondary and postsecondary scctors,
from what t would have been if the formulas had been applied as Congress wrote them.

Both the interstate and intrastate distribution processes have important shortcomings,
but a number of options for correcting them are available. The mai,- problem with the
interstate distribution mechanism is that the combination of a population-based distribution
formula and fixed- percentage set-asides for the handicapped and disadvantaged results in large
interstate disparities in funding relative to numbers of special-need students to be served. One
option for alleviating thi..; problem is to take explicit account in the formula of the numbers of
special-need cudents in each state--e.g., by making the number of low-iicome persons in each
state an important formula factor. Other potentially beneficial formula changes include
replacing the present population factors with better indicators of need for vocational education
services (ideally, in the longer run, mt asures of FTE vocational enrollment), rn' ifying the
ad'ustment for per-capita income, and perhaps adjustiig for other pertinent sta
char icteristics. A second option is to replace the fired - percentage set-asides f the

licapped and disadvantaged with percentages that vary according to the percentages of each
state's enrollees (or, preferably, each state's vocational enrollees) with disadvantages or
handicaps. This alone, however, unaccompanied by a change in the interstate funding
formula, would improve the distributions of Perkins funds for the handicapped and
disadvantaged at the expense of worsening the distributions of other Perkins grants. A third
option is to set aside funds for the handicapped and disadvantaged (and other groups and
purposes) at the national rather than the state le. el and then to distribute the share for each
group among states according to appropriate, group-specific criteria. For instance, the nntionitl
pool of funds earmarked for he disadvantaged might be distributed mainly in proportion to
the number of low-income persons in each state. Of the available options, the last seems best-
suited to match fund allocatIons to educational needs.
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At the substate level, the statutory fund distribution formulas are flawed in several
respects. One of the two formula factors, the number of handicapped or disadvantaged
students served in vocational education, is ill-defined and impossible to measure accurately
with existing data. The other, the number of economically disadvantaged enrollees, is of
dubious relevance to the distribution of funds for special-need vocational students. Both are
manipulable by states and iocal grantees. Unfortunately, the options for improving these
factors are limited in the short run by lack of data. There are no figures on vocational
enrollments, much less handicapped and disadvantaged enrollments, in LEAs and postsecondary
institutions. Congress stipulated in the Perkins Act that such data were to be developed, but
thus far with little apparent effect. Meanwhile, it would probably be better to distribute aid
according to total numbers of handicapped and disadvantaged enrollees than to continue using
the present ad hoc, unreliable, and unverifiable counts of "handicapped and disadvantaged
students served in vocational education." As to other formula improvements, there are reasons
to consider (a) adding certain now-absent factors, such as measures of local economic
conditions and fiscal capacity, (b) modifying the mathematical form of the present formula,
and (c) establishing a lower-bound on grant size to eliminate many of the very small grants
provided under the present rules.

A distributional issue that requires special attention is how funds for special-need
students should be divided between the secondary and postseCondary sectors. Theoretically,
under the statute, the division is supposed to emerge as a by-product of the formula-based
distributions of funds to individual grantees. Actually, in some states, it is determined by
state officials, using the extralegal OVAE/ED-approved fund pool procedure described earlier.
Both methods are unsatisfactory--the former because uniform target-group definitions cannot
be applied validly to both secondary and postsecondary institutions; the latter because it is
arbitrary, subject to abuse, and unauthorized by law. The relevant options include (a)
developing a standard rule or formula for each state to use in divid:ng funds between the
secondary and postsecondary sectors (e.g., division in proportion to FT.L vocational
enrollments), (b) establishing more general guidelines for state-tletermined a!!ocations between
sectors and/or classes of institutions, and (c) making the secondary - postsecondary split at
the federal level and then distributing funds for each sector separately among the states.

Finally, looming in the background i5 the more fundamental question of whether any
federally prescribed intrastate distribution process, no matter how well designed, can be
meaningful when it controls only 32 percent of the available federal funds. \ mze. if ,o
inclined. can offset the t,2de.rally prescribed distributions of the et-asi :; grants
reallocating, in a countervailing manner. either other Perkins (tiy.: 03 pc' 'rit not
controlled by federal formulas) or vocational education funds of its ovri. In re pest.
federal control is an illusion. Possible methods of preventing such offsetting .11tIN. ior include
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prohibiting states from "penalizing" grantees on the basis of their receipts of formula-based
grants or, more drastically, requiring that all Perkins grants be distributed according to federal
formulas. Realistically, however, the federal government cannot expect, by providing only
about 6 percent of all vocational education funds, to exert significant influence over the
distributions of vocational education resources within states.

The Set of Targeting Provisions as a Whole

Although there see.ns, on paper, to be a formidable array of requirements for ensuring
that Perkins grants for the handicapped and disadvantaged are used as Congress intended, the
appearance is deceiving. Some provisions have never been implemented, while others have
been interpreted in ways that dilute or eliminate their effectiveness. Specifically, of the
principal targeting requirements applicable, or potentially applicable, to grants for the
handicapped and disadvantaged,

o the definitions of "disadvantaged" and "vocational student" are too loose
to ensure that Perkins funds go to the intended beneficiaries,

o the supplemental services and excess cost requirements help to ensure that
target-group members receive some extra services, but are weakened by
the lack of specific definitions and rules for measuring excess costs,

o the 50-50 matching requirement has relatively little effect because of the
interpretations that it applies only statewide and to services in the
aggregate,

o the supplement, not supplant requirement is inoperative because it has
never been backed up with specific definitions and tests of supplanting,

o the maintenance of of fort requirement is useless because OV A Ei ED has
said that it covers only fun-is from "state sources,"

o the equal access requirement has been nullified by OVAE, ED's assertion
that it applies only to programs funded with Perkins handicapp.!.d and
disadvantaged grants,

o the service mandates have been rendered ineffective by the interpretation
that they do not oblige LEAs to provide services but merely indicate
how Perkins funds are to be used,

the ;;;:cr.wa:c ;;;:rasta:e llat,e '114 jui
technical and c .:eptual flaws.

In sum, the existrig provi!:.ions offer, at best, only the assurar that the har.,::ii,:arpe:i

and disadvantaged will receive some extra services compared with the nonhandicapped and
nondisadvantaged counterparts. Thee do not guarantee that the extra services will be worth, in

1 9
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the aggregate, anything near twice the amount of federal aid, which is what the statute
theoretically demands. More important, they do not guarantee that special-need students will
receive significantly more supplemental' services than they would have received in the absence
of the Perkins Act. Consequently, much of the money that Congress appropriates each
year, nominally to enrich vocational education for special-need students, is likely to be turned
insicad into general aid to states, LEAs, and postsecondary instiritions.

Although the weakness of the present targeting mechantstr Is due in part to gaps,
ambiguities, and conceptual flaws in the statute itself, it is attributable in considerably greater
part to way in which OVAE/ED has choFen to ir.terpret and implement the law. In
several important instances, the agency has failed to translate potentially effective provisions of
the Act into specific, operational, enforceable, and sufficiently rigorous rules. In others, it has
interpreted statutory provisions (explicitly or tacitly) in ways that appear to distort, undercut,
or contradict Congressional intent. The present statute, flaws and all, could support
considerably stronger resource allocation and targeting rules than are low in effect.
This means that, in theory, OVAE/ED could do a great deal on its own, acting within the
bounds of the present statute, to target grants for the handicapped and disadvantaged more
effectively. Barring a major shift in the agency's orientation, however, such action seems
highly unlikely, and so, as a practical matter, any initiative to improve the targeting of federal
aid will probably have to come from Congress.

PERKINS GRANTS FOR PROGRAM IMPROVENTENT

In what was billed as a major change in federal vocational education policy, Congress
stipulated in the Perkins ACC that federal aid would no longer be provided for general support
of vocational programs. Instead, all Perkins funds not reserved for particular target groups (43
percent of the total) were to be used nenceforth only to support "program improvement,
innovation, and expansion" activities. Unfortunately, this change in the stated purpose of aid
was not backed up with the kinds of provisions needed to make it effective. Consequently,
the program improvement grants authorized under Title IIB of the Act are likely to generate
little additional spending for program improvement in vocational education. Title IIB funds
are about as likely to be used for general support--i.e., to maintain ongoing vocational
programs--as were funds under the previous Vocational Education Act.

Problems in Defining Permitted Uses of Title IITS Funds

When Congress wrote Title 1113, it failed to define clearly either the t:. pes f aCT1% itirs

that qualify as program improvement, innovation, and expansion or the t pes 11'.e
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covered with federal program improvement funds. OVAE/ED, in drafting the regulations,
failed to make the key conceptual distinction between developing, improving, or expanding a
program and operating one. Instead, it tacitly adopted minimally restrictive definitions that
apparently allow grantees (a) to pay the full costs of new or expanded programs (including
ordinary operating costs) with federal aid, (b) to construe liberally the "aspects" of improved
programs that can be federally funded, and (c) to pay for acquiring virtually Any equipment,
whither related to program improvement or not. Consequently, much Title IIB money is likely
to be used for expenses that grantees would have incurred anyway, leaving little to generate
new program improvement activities.

A definition more in keeping with the purpose of Perkins program improvement grants
would limit expenditures of Title LIB funds to the incremental costs of specific, improvement-
related activities, over and above the normal costs of operating vocational programs. Under
this definition, costs incurred specifically to develop and set up new or improved programs
(e.g., costs of curriculum development, teaches training, and initial equipment and materials)
would be payabie with Title IIB funds, by: regular operating costs (e.g., teachers' salaries and
equipment maintenance and replacement) would be excluded. Grantees would have to use
nonfederal funds to cover the costs that would have been incurred to serve the same students
in the absence of program improvement, innovation, or expansior zflorts.

Targeting and Additivity

The likelihood that Perkins Title LIB grants will add significantly to program
improvement outlays or activities is small because of a combination of weak targeti3
provisions and circumstances that make it easy for grantees to use federal aid substitutively.
According to the OVAE/ED rules, programs or services deemed to be new, improved, or
expanded may be financed with Title IIB funds for up to three years. This means that a
typical grantee is likely to have enough qualifying activities underway at any given time to
absorb its Title JIB grant several times over. Two statutory provisions, the nonsupplanting and
matching requirements, should help, in theory, to limit fiscal substitution, but they have been
interpreted in ways that make them ineffective. The nonsupplanting rule is virtually a

"nonrequirement," as it has never been implemented with operational definitions and tests of
supplanting. The matching requirement is weak because it applies only statewide and in theme

aggregate; even if it were stronger, most grantees would be able to comply easily without
Le voting any additional funds of their own to program improvement activities.

The general cnnL:h!sion that emerges from all this is that there is :1 disjun;:tic.;n

the proclaimed goals of Title JIB of the Perkins Act and the instru.nenrs provided to
acc-...umplish them. Federal aid can help to improve vocational education only if and to the
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extent that it adds to the volume of program improvement activity that would otherwise have
been undertaken. Yet only a small fraction of the $300-plus rii';or. in Title IIB funds is
likely to have any additive effect; the remainder constitutes general support for vocational
education, indistinguishable from the general aid provided under the pre-1984 statutes.

Distributional Concerns

States now have essentially total control over the intrastate distributions of Title IIB
funds; yet the Act expresses or implies several federal interests in the distributional outcomes.
There is a contradiction In particular, the statute says that program improvement activities
should be supported "pirticularly in economically depressed urban and rural areas," but there is
no mechanism foi- producing that result.

Effects on the Resource Mix: the Incentive to Buy Equipment

The present rules encourage grantees to spend Title IIB funds on equipment by (a)
making virtually any equipment outlay an acceptable and trouble-free use of federal aid, (b)
defining federally rundable costs more liberally for equipment than for other resources, and (c)
subsidizing equipment purchases more heap fly than other outlays. The likely consequence is a
distorted resource mix in vocational education--that is, one richer in equipment and poorer in
other resources than is educationally optimal..

Policy Options

Broadly speaking, there are three ways for policymakers to respond to the shortcomings
of the Title 113 program improvement grants. One is to do nothing, leaving Title 11B as
essentially an unrestricted block grant, even though it is nominally a program for
improvement, innovation, and expansion. The second is to work within the existing Perkins
framework to make the program more effective. This entails tightening, strengthening, and
augmenting the targeting provisions -ad modifying the fund distribution rules. The third is
to adopt an alternative strategy for accomplishing federal program improvement goals.

Within the present Perkins framework, there are numerous options for increasing the
additivity of Title 1113 Grants (the rate at which federal dollars translate into incremental
program improvement activities). Of these, the most basic is to tighten the definitions of
outlays chargeable to Title 1113 making clear that federal funds may pay only for
incremental costs of upgrading or expanding programs and nor for :my ordinary
program operation. Other potentially beneficial changes include clarifying and narro\k,

list of permitted uses of Title 11B funds, delimiting federally fundable program e\canHun



activities, and placing strict limits on the us of federal aid to purchase equipment. The last is
important not only to focus resources on program improvement but also to counter the
strong pro-equipment bias built into the present Title IIB program.

Other op ions that could contribute to improved targeting of federal aid (in conjunction
with the aforementioned definitional changes) include implementing the existing but now-
inoperative nonsupplanting rule and strengthening the Title JIB matching requirement. The
former would entail defining prohibited supplanting and writing operational tests of
supplanting into the regulations. The latter could take the torms of requiring separate
matching by each recipient and counting as matching contributions only state-local outlays for
specific federally funded activities.

There are also several options for protecting federal interests in the intrastate
distribution of funds. The possibilities include prescribing an intrastate distribution formula,
establishing specifications or guidelines for state-designed formulas or state-administered
nonformula distribution processes, and imposing certain constraints on distributional outcomes.
These options would serve, in varying degrees, to promote distributional equity, to assert
federal priorities, and--a matter of special concern--to prevent states from using Title JIB
funds to offset the federally prescribed distributions of Perkins funds for the handicapped and
disadvantaged.

Outside the Perkins framework. there are at least two strategies of a more radical
nature that the federal government could adopt to upgrade the quality of vocational education
programs. One, the R&D strategy, would emphasize knowledge creation and generalizable.
fundamental, long-term reform of vocational education practice. Concretely, this means
that federal program improvement funds would be concentrated on organized, competitively
selected, relatively large-scale -esearch, development, experimentation, and evaluation efforts
and would no longer be widely dispersed or available for routine program improvements. The
other, the performance incentive approach, would alter the federal role even more drastically.
Title JIB grants would be replaced by performance-based incentive grants, distributed among
institutions or programs on the basis of educational and/or economic outcomes. The
federal government would concern itself with results rather than means, with rewarding
improvement rather than channeling resources to particular program improvement actin Hes
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1. INTRODUCTION

This is the final report of a study of programs of federal aid for vocational education
supported under the Carl D. Perkins Vocational Education Act of 1984 (P.L. 98-524),
conducted by SMB Economk Research, Inc. for the National Assessment of Vocational
Education (NAVE). The study offers an assessment of the relationships between federal goals
and policy instrumena in vocational education. Its purposes are, first, to assess the designs of
the Perkins grant programs and, their suitability for accomplishing Congressionally defined
objectives, and second, where ends and means appear to be mismatched, to formulate and
evaluate promising policy options. The study's main general finding is that the
present program designs are indeed seriously flawed to the extent that most federal vocational
education aid is unlikely to translate into incremental funding for the particular types of
students and the particular vocational education activities that Congress intended to
support. Consequently, much of the report is devoted to spelling out alternative approaches:,
ranging from specific changes in law or regulation to broad shifts in strategy, to developing
more effective instruments of t .deral vocational education policy.

FEDERLL VOCATIONAL EDUCATION GOALS AND THE PROBLEM
OF TARGETING. PERKINS FUNDS

Under the Perkins Act, the Office of Vocational and Adult Education (OVAE) of the
TT.S. Department of Education (ED) now distributes over 5900 million per year in federal
grants-in-aid for vocational education. These grants, created by the Congress and shaped and
administered by the Executive Branch, are the principal instruments available to the Federal
Government for promoting and influencing the vocational education enterprise in the United
States. They are intended to channel resources to certain places, certain types of vocational
education activities, and certain classes of beneficiaries, and thereby to "make a difference" in
how and for whom vocational education is provided.

Although the Perkins Act refers in its preamble to such broad societal purposes as
raising the productivity of the American labor force and stimulating national and regional
economic growth, concretely it focuses on two narrower goals. The first, usually characterized
as the access or opperruizi:y goal, is to expand and strengthen the vocational education services
available to certain underserved or special-need populations. The second, the program
improvement goal, is to raise the quality of vocational education prograrr.s 7enerally and to help
maze good programs more widely available. In pursuit of ft opportunity goal, the Act
,.-11.marks ("sets aside") specific amounts of federal aid for six . ategories of l)eneficiaries,
target groups: the educationally and economically disadvanta the handicapped_ adults,
parents and homemakers, participant:, in sex equity programs, and inmates of correction:11
institutions. In furtherance of the improvement goal. it provides grants for program
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improvement, innovation, and expansion activities. In fiscal year 1989, the amounts of aid
designated for these purposes were as indicated in Table 1. In addition, federal funds were
provided for state administration of the federally aided programs and for certain other
purposes and programs not covered by this study.2

Table 1

Funding of Grant Programs under the Perkins Act, FY 1989

Category of Funds
Appropriation

(S millions)

Funds designated for particular target groups (total) $434.0

Handicapped 76.1

Disadvantaged 167.5
Adults 91.4
Single parents and homemakers 64.7
Participants in sex equity programs 26.7
Inmates of correctional institutions 7.6

Funds for program improvement, innoi,ation, and
expansion 327.4

Funds for stF.te administration 57.3

Other Perkins funds 99.7

Total, all Perkins funds $918.4

Whether the goal is to expand access or improve programs, federal aid must be
"targeted" properly if it is to make the intended contributions. That is, funds must be directed
to the vocational education activities and/or classes of beneficiaries specified by Congress and,
mo-e precisely, must translate into net addition.: to the resources available to support those

-T:ie FY !989 appropriation for basic vocation: ...ducation grants to states was 5819
million. of which slightly more than 7 percent was ..:served for state administration. In
addition to she basic grants, another 5100 million vas appropriated for such things as ci.:nsumer
and homemaking education, support of community eased organizations. set-asides for Indians
and Hawaiian natives, and various national research. demonstration. and data collection
activities (Department of Education b:,-:get summary, August 17. 1988).
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activities or to serve the designated target groups. This means, in the case of grants aimed at
enhancing opportunities for the handicapped, the disadvantaged, and other target
populations, that Perkins dollars must add to the total resourcesfederal, state, and local--that
would otherwise have been provided to serve such students. In the case of Perkins program
improvement grants, it means that federal &Bars must add to-the resources that would
otherwise have been devoted to program improvement, innovation, and expansion efforts in
vocational education. Only to the extent that federal aid increases outlays in the pertinent
categories can it have the bere;fits that Congress intended. Thus, proper targeting of aid, in
the specific, fiscally additive sense defined here, is a prerequisite for accomplishing
the purposes of the Act.

But long experience with categorical grant programs in education (and in other
federally aided fields) has shown that such targeting of federal aid does not occur
automatically and cannot be taken for granted. State and local priorities do not necessarily
mirror federal priorities, and the items for which Congress earmarks federal funds are often
not the ones on which the aid recipients themselves would choose to spend marginal dollars.
Where priorities diverge and circumstances and federal rules permit, grantees are likely to
spend federal funds substitutively rather than additively. That is, they may use federal dollars
to replace rather than augment state and local outlays for the federally designated activities.
This "frees up" nonfederal funds for other purposes and, in effect, converts nominally
categorical federal grants into general aid. Such fiscal substitution is particularly likely to
occur in vocational education because (a) federal aid constitutes only a small fraction -- perhaps
6 percent--of total vocational education spending, making it easy to reallocate nonfederal
funds in response to the availability of federal dollars, and (b) federal vocational money is not
"new" but has flowed for many years and become a regular source of support for ongoing
vocational programs. Under these conditions, merely specifying that federal aid shall be "used
for" certain purposes, or to benefit certain types of students, is insuff cient to produce the
desired fiscal and allocative effects.

RESOURCE ALLOCATION AND TARGETING PROVISIONS

Recognizing that there is a significant targeting problem, the Congress has incorrorated
into the Perkins Act certain requirements and constraints intended to ensure that federal
ocational education aid is used to advance federal purposes and not merely to lugmeat the

general budgets of states, localities. or schools. Some of these provisions appeared in previous
vocational education legislation. some have been adapted from other federal education
programs, and some are new or modified under the Perkins Act. The moat detailed
requirements are those attached to the Perkins grants for handicapped and disadvantaged

31



4

vocational students. Such grants, according to the rules, are to be distributed among local
education agencies (LEAs) and postsecondary institutions within states according to federally
prescribed formulas, to be used only to pay the "excess costs" of "supplemental services" for
students in the designated target groups, and to be matched dollar for dollar with state or local
contributions toward such excess costs. The statute also requires grant recipients to ensure that
handicapped and disadvantaged students have equal access to all vocational programs and, in
the case of LEAs, to provide all such students with certain federally specified servic In
comparison, the "strings" attached to grants for the other Perkins trxget groups are much looser.
The requirement for 50-50 matching does apply to Perkins grants for adults, but otherwise the
main condition is simply that federal aid must be "spent on" students in the specified
categories. As to the large block of Perkins funds designated for "program improvement,
innovation, and expansion," the principal requirements are that such funds mu;t be expended
for types of acivities enumerated in the law, must not be used to maintain existing programs
or services, and must be matched with state or local contributions. In addition, states must
offer assurances that all Perkins grants will be used to "supplement, not supplant" funds from
state and local sources and are supposed to maintain their own levels of fiscal effort to support
vocational education.

The importance of these resource allocation and targeting provisions is not widely
appreciated. Without them, Perkins grants, regardless of how they are labeled, would amount
to little more than general-purpose subsidies to states, LEAs, and pa. secondary institutions.
The likelihood of achieving federal vocational education goals depends strongly on how well
the provisions work in directing resources to the intended uses. Accordingly, this report
examines each provision in detail: what it is intended to accomplish, whether it is well-
conceived and appropriately designed, how it has been interpreted, whether it has been
implemented satisfactorily, and, where necessary, how it might be altered or improved.

ISSUES AND EVALUATION CRITERIA

The study addresses multiple issues concerning the Perkins resource allocation and
targeting provisions, of which the effectiveness issues raised above are the most important.
The following enumeration of the issues also indicates the criteria to be used in evaluating
existing and alternative targeting mechanisms.

Rationality, Clarity and Consistency. Are the Perkins resource allocation and targeting
provisions (as set forth in the statute, the regulations, and less formal CV.AE and ED guidance)
rational, clear, and consistent? ,n particular, are the detailed rules and interpretations
promulgated by the Executive Branch consistent with the letter of the law and , t h
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what Congress intended? What ambiguities are there about what grantees are required or
permitted to do with federal funds?

Potential Effectiveness. How effective can the present types of resource allczation and
targeting provisions be, in theory, in ensuring that resources will be allocated and used in
accordance with Congressional intent? Specifically, assuming that the requirements were fully
implemented and rigorously complied with by states and grantees, to what degree would they
ensure that federal funds are expended additively for the specified purposes and/or the
designated beneficiaries?

Likely Effectiveness in Practice. How effective are the Perkins targeting provisions
likely to be in practice in ensuring that federal funds are used as intended, taking into account
the practical difficulties of implementing such requirements in a multi-tiered (federal-state-
local) government system and enforcing compliance with the letter and spirit of the rules?

Necessity and Burden. Are the present requirements necessary to accomplish federal
purposes in vocational education, or are they unduly restrictive? What administrative and costs
do the Perkins rules impose on states and local units, and are they commensurate with the
potential benefits? Would simpler, more flexible, or less burdensome rules serve to accomplish
the same ends?

Distributional Implications. Taking into account both the explicit fund distribution
mechanisms (formulas) an the other Perkins resource allocation and targeting provisions, are
federal funds likely to be distributed equitably among states, LEAs, and postsecondary
institutions and in a reasonable relationship to needs for federal assistance?

Incentives and Side Effects. What effects are the Perkins provisions likely to have on
state and local decisions about program offerings, student selection and placement, modes of
service delivery, and other features of vocational programs? What are the likely effects of the
provisions (whether intended or inadvertent, desirable or undesirable) on the resource mixes
and designs of vocational programs?

PROBLEMS AND POLICY OPTIONS

The discncsions of policy options in this report are motivated by and directly related to
problems revealed by the assessment of the existing provisions. Examples of the types of
findings that have led to consideration of particular options are that (a) some Perkins
requirements are too loose or too vaguely formulated to produce the intended n.ilocative recu!tc,
(b) certain forms of nonadditive use of federal aid are not covered, or covered adequately, by
the present requirements, (c) "loopholes" in the present rules permit diversions of federal aid to
uses not intended by Congress, and certain rules are like!:, to have uniesirabie
on the substance of vocational programs.

L6
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The options examined span the range from minor revisions and refinements of existing
provisions to broad changes in strategy and program design. At the minor-revision end of the
scale are such things as modifying the criteria for membership in the handicapped or
disadvantaged target groups, n:rrowing the list of federally fundable program improvement
activities, and revising the definition of what qualifies as a state or local matching
contribution. In what one might describe as the mid-range of policy options are such items as
introducing the principle of serving students in greatest need first, establishing detailed rules
for quantifying the excess costs of programs, and restricting the percentage of Perkins program
improvement funds that can be used to buy equipment. At the more urastic end of the scale
are such options as allocating grants for the disadvantaged to particular target schools,
introducing specific tests of compliance with the Perkins nonsupplanting requirement, and
requiring states to allocate program improvement funds as competitive project grants. (Note:
more drastic options, such as abolishing set-asides for target groups or earmarking all Perkins
funds for program improvement are not considered here because they presuppose changes in
the basic federal vocational education goals, not just in the means of carrying them out.)

NATURE, SCOPE, AND LIMITATrONS OF THE ANALYSIS

This is an assessment of the designs of federal grant programs rather than an evaluation
of program outcomes. The analyses presented are logical, conceptual, and theoretical rather
than empirical. In this respect, the study complements the empirical inquiries (surveys, case
studies, and statistic7.1 analyses) undertaken by the National Assessment of Vocational
Education.

Although the assessment focuses on the Perkins statutory and regulatory framework,
and is in that respect "legalistic," it has been guided primarily by economic concepts.
Emphasis has been placed, in analyzing the various resource allocation and targeting provisions.
on the constraints that each provision imposes, the incentives that each provision creates for
states and local grantees, and the likely fiscal and allocative responses of states and grantees to
the combined incentives and constraints. The underlying conceptual framework is that
embodied in the economic theories of state-local fiscal behavior and state-local response to
intergovernmental aid, as developed in the public economics/public finance literature; however.
no formal economic analyses have been undertaken for the study and no explicit economic
models are presented.

The primary information sources for the study have teen the documents that mal:e up
and elucidate the Perkins legal framework: the Perkins Act itself, the Department of
Education's regulations and accompanying interpretations and guidelines. related OV and
Departmental materials, and similar documents pertaining to federal Vocational Education Act

34
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(VEA) that preceded Perkins. Other important sources have included Congressional committee
reports, analyses of the Perkins Act and its predecessors prepared by public interest groups,
policy studies of federal vocational education policy and vocational education generally, and
general literature on the designs and effects of federal grants. Certain specific items of
information have been extracted from NAVE's own draft reports and reports prepared by
NAVE contractors, and some have been furnished directly by members of the NAVE staff.

This report also reflects information and opinions obtained from approximately 15
interviews with persons involved in drafting, interpreting, and administering the Perkins Act
or in implementing Perkins-funded programs. The interviewees include current and former
officials of OVAE and other ET) offices, current and former Congressional staff members,
interest group representatives, and policy analysts. These interviews have been especially
useful for clarifying matters of legislative history and Congressional intent and exploring
alternative interpretations of some of the more ambiguous and controversial Perkins provisions.

The most important limitation of the study is inherent ;~ its nature. A conceptual,
nonempirical inquiry like this one can yield information on what federal. rules require, what
they allow, what incentives they create, and even what responses are theoretically predicted,
but it can never yield findings about how grantees actually behave. In particular, that grantees
may not be effectively constrained to spend federal funds as intended does not rule out the
possibility that they will comply voluntarily with the spirit of the Act, using federal aid
additively for the purposes specified by Congress. All that one can demonstrate with a logical
analysis is that the existing provisions are insufficient to guarantee the proper targeting of
federal aid; to show that funds are actually being allocated or used improperly requires
empirical research.3

Two other important limitations of the study reflect restrictions on its scope. The first
is that the study examines the federal resource allocation and targeting provisions but not any
additional requirements that individual states impose on grantees. It is possible, therefore, that
the LEAs and postsecondary institutions in certain States- -those with committed and activist
state-level administrators--may be more effectively constrained to spend federal aid as
intended than this assessrnent.suggests. The second is that the study deals with federal funds
provided under the Perkins Act but not with aid from other federal programs. This is

'It should be noted, however, that the key targeting issue, whether federal aid adds to
state-local spending on the designated students or activities. is currently not susceptible to
empirical inquiry. One reason is that data on vocational education spending, either in the
agg egate or by type of student. are generally unavailable. A more fundamental reason is that
lef.eral vocational ..duration aid has been available for so long and has become so much a part
of the system that it is unlikely that one could estimate empirically its impact on, or
contribution to. support for vocational programs.
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significant at the postsecondary level, where Perkins grants are small relative to other forms of
federal assistance. It is possible that federal aid as a whole is more effective in accomplishing
federal goals than the analysis of one law, the Perkins Act, implies.

ORGANIZATION OF THE REPORT

The main body of this report is organized, first, around the major grant programs
supported under the Perkins Act and, second, around the individual resource allocation and
targeting provisions. Because there are more provisions, and more complex provisions,
pertaining to Perkins grants for the handicapped and disadvantaged than to all other Perkins
grants combined, the bulk of the report pertains to those two programs.

The chapters on Perkins grants for the handicapped and disadvantaged, include the
following:

o Chapter 2. Perkins grants for the handicapped and disadvantaged:
history, purposes, and key provisions

o Chapter 3. Target group definitions, student selection, and permitted
uses of funds

o Chapter 4. The supplemental services and excess cost provisions

o Chapter 5. The matching requirement

o Chapter 6. The supplement, not supplant requirement

o Chapter 7. The service inandates and equal access provisions

Chapter 8. The interstate and intrastate fund distribution mechanisms

o Chapter 9. The set of targeting pro- :dons as a whole

A single long chapter, Chapter 10, contains the analysis of existing and alternative
designs for the program improvement, innovation, and expansion grants authorized under
Title LIB of the Act.

NOTES ON NOMENCLATURE

There are numerous references in the eport to specific statutory and regulatory
provisions. Unless stated otherwise. ''the ''the statute" refers to the Perkins Act
P.L. 98-524) of October 19. 1984. References to the revulations." unless otherwise indicated

are to the Perkins regulations in Title 34, Parts 400 et seq. in the Code of Ft'icr,;1
(CFR), issued August 16. 1985. Specific regulations are cited by giving the Title number.
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followed by CFR, followed by the pertinent section number--e.g., 45 CFR, Sec. 31 1(a).
References to materials appearing in the Federal Register (FR), which include official
explanations and interpretations of the program regulations, cite the volume number, followed
by FR, followed by the page- -e.g., 50 FR 33201.

The report also refers frequently to views, policies, or actions of the Office of
Vocational Education (OVAE), which administers the Perkins Act, of its predecessor, the
Bureau of Occupational and Adult Education (BOAS), and of the U.S. Department of
Education (ED). In many instances, it is not apparent whether a policy position or
interpretation is attributable to OVAE itself or to some other office or entity within the
Department, such as, e.g., the Office of the General Counsel, In such cases, the interpretation
or position in question is attributed to OVA .E /ED - -a formulation that is meant to indicate that
the views or actions described are those of OVAE or some other part of the Education
Department.
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2. PERKINS GRANTS iOit THE HANDICAPPED AND DISADVANTAGED:
HISTORY, PURPOSES, AND KEY PROVISIONS

The federal role in supporting vocational education for the handicapped and
disadvantaged has evolved dramatically since its emergence in embryohic form in 1963. At the
beginning, Congress did little more than acknowledge that handicapped and disadvantaged
students, too, were entitled to vocational education services. Today, the programs of aid for
such students are the most fully developed of the vocational education grant programs
under the Perkins Act. Compared with the other Perkins programs, they have clearer resource
allocation goals and more specific resource-use and targeting requirements_ But these
adjectives are relative. Although the requirements seem detailed, there are major
uncertainties about what the recipients of grants for the handicapped and disadvantaged are
required or permitted to do, Although they seem prescriptive (excessively so, according to
SOMt state and local officials), it is doubtful that they can produce the allocative outcomes that
Con3ress intended. That the rules are relatively elaborate does not mean that they are well-
designed or effective. As will be seen, there are reasons to doubt that the present mechanism
is adequate to control the uses of federal funds, that it can deliver the desired benefits
to handicapped and disadvantaged vocational students, or that it is having salutary effects on
the substance of vocational programs.

EVOLUTION OF FEDERAL AID FOR VOCATIONAL EDUCATION
OF HANDICAPPED AND DISADVANTAGED STUDENTS

When Congress crafted the Vocational Education Act (VEA) of 1963 P.L. 88-210), it
offered students with special needs little more than recognition and a blessing. The Act
authorized states to spend federal vocational education aid on, among other things, "vocational
education for persons who have academic, socioeconomic, or other handicaps that prevent them
from succeeding in the regular vocational education program" ( P.L. 88-210, Part A, Sec. 4(a)).4
Any federal funds expended for that purpose (and for each other authorized purpose under the
Act) were to be matched dollar for dollar with state and local funds. But although service
special-need students were authorized, they were not required, and no specific amounts of
federal aid were allocated to support them.

4The VEA .dso established a separate program of grants t'or Nsearch, tr` fining.
experimental. 1evelopmental, or pilot programs in vocational education r . :ouths i!ri The
handicaps, p,irticularly in economically depressed communities, and cal d for services to
youths who :lad dropped out of school or were unemployed Sec 4(L. Note that the term
'handicappe(4.." as used in the 1963 Act, refers not just to students vitl) what are now called
handicapping conditions but also to certain categories of students now labeled 'disadvantaged."
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By the time the VEA came due for its first reauthorization in 1968, the federal role in
education had been transformed. The Elementary and Secondary Education Act (ESEA) of
1965 had been passed, and underwriting the education of special-need pupils had become the
most important federal responsibility in the elementary-secondary field. Reflecting this new
and enlarged view of the federal purpose, and responding to findings that handicapped and
disadvantaged students had little access to vocational programs, Congress, in the Vocational
Education Amendments of 1968 (P.L. 90-576), "set aside" substantial fractions of federal
vocational education grants to the states--10 percent and 15 percent, respectively--for services
to su..th students. In addition, the 1968 Amendments established a separately funded program
of aid for vocational services for the "academically and socioeconomically handicapped." The
1963 approach--earmarking certain fractions of federal vocational education aid to states for
handicapped and disadvantaged studentshas remained the basic strategy for aiding these
groups in each subsequent reauthorization, up to and including the Perkins Act.

When the federal vocational education program was next overhauled in the Education
Amendments of 1976 (P-L. 94-482), the requirements for serving the handicapped and
disadvantaged were modified and strengthened in several important respects. The category of
disadvantaged was extended to embrace limited-English proficient (LEP) students, and the
correspon6ing set-aside percentage was increased to 20 percent. The separate special program
for the disadvantaged established in 1968 was retained. A requirement for separate state-local
matching of federal aid for the handicapped and disadvantaged, which had been deleted from
the statute in 1968, was reinstated. The number of special-need students enrolled by each
grantee was designated as a factor to be taken into account in distributing funds within states.
Most important, the concept that federal funds may be expended only for the excess costs of
serving the handicapped or disadvantaged in vocational education was introduced (albeit in
program regulations rather than in the statute itself and in principle more than in practice).

The latest stage in this development has taken place under the Perkins Vocational
Education Act of 1984 (P.L. 98-524). Federal funds for vocational education of the
ha;, iicapped and disadvantaged are now dispensed through what are essentially two separate
grant programs under the Act. These programs feature federally prescribed intrastate
distribution formulas, rules to ensure that federal funds are used to finance supplemental
ser% i:es for the intended beneficiaries, and requirements for 50-50 matching of the federal
contributions to the excess costs of vocational education for handicapped and disadvantaged
students. The funds eiirinarked for the handicapped and disadvantaged now amount to 10
pere;t: ind :2 percent. respectively. of hasic vocational educaL n grants to 'states.
in add.- Al to prf.'scriling how aid is to he allocated and 'used. tlte rec.;u1res

access to ervices for handicapped and disadN antaged students and directs grantees to pro t, :Jo
cert:lin specified services to such students enrolled :a vocational programs. lthone i it



too early to be sure, the last-mentioned statutory requirement, a service mandate apparently
modeled after existing mandates to serve all handicapped children "appropriatAly," could signal
another major evolutionary step in the federal role in vocational education.

INTENDED USES AND EFFECTS OF FEDERAL AID

What the Congress hoped to accomplish for handicapped and disadvantaged students
under the Perkins Act is clear in some respects but uncertain in others. There is little doubt
about the general goals. The most directly applicable purpose stated at the beginning of the
Perkins Act (Sec. 2) is

to assure that individuals who are inadequately served wider vocational
education programs are assured access to quality vocational education programs,
especially individuals who are disadvantaged, who are handicapped, [etc.].

To. emphasize this "acce goal, Congress affixed the name, "Vocational Education
Opportunities Prog, to the part of the Act (Title II, Part A) that authorizes grants for the
handicapped, the disadvantaged, and other target grot.ps. In addition, another stated federal
purpose, "to assist the States to expand, improve, modernize, and develop quality vocational
education programs..." applies to vocational education for the handicapped and disadvantaged as
well as to other vocational programs. It seems fair to say that the general Congressional goals
are to provide (a) more access to vocational education services, (b) more vocational education
services, and lc) better vocational education services to handicapped and disadvantaged
students.

But general statements of purpose do not clarify how Corgress intended Perkins funds
for the handicapped and disadvantaged to be used and what impacts it intended such funds to
have on outlays and services for the designated beneficiaries. One must extract or infer these
more concrete aspects of Congressional intent from the language and logic of the legal
framework. Several different resource allocation objectives, or principles, are implicit in
different parts of the statute. Some are clear-cut but others are vaguer, leaving room for
debate over what qualifies as proper allocation or use of federal aid.

The allocative principle that comes through most clearly in the Per; ins leg.i! framework
is that Congress wants federal aid to augment, or sur.71ement, both the services pr -Nided to
handicapped and disadvantaged students and the funs. available tu pav for 11-TY.e ser' ice!. It

would be contrary to Congressional intent if federal sands were "wed for the in:ended
services and beneficiaries in only an accounting sense without increasing the total ouch.
federal. state. and local combinedde oted try uch acti\ sties. This is the principle ot

: federal funds :It's' supposed to add to. or supplement. the scar' ices \ or the

4 0
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purposes designated by Congress and to be expended only for the excess costs of such services;
they are not supposed to substitute for nonfederal funds nor to relieve grantees of the costs of
serving handicapped and disadvantaged students. Moreover, the presence in the Perkins Act of
a requirement for state-local matching of the federal contribution to excess costs of programs
indicates that Congress hoped to increase spending for the target students not just by the
amount of federal aid but by a multiple of that amount. Whether the Perkins mechanism is
adequate to produce this kind of fiscal additivity is a major consideration in all that follows.

The emphasis on supplemental services in the Perkins provisions for the handicapped
and disadvantaged represents a major departure both from the strategy applicable to other
groups and activities under the Perkins Act and from the approach to aiding special-need
students under earlier legislation. The principle that federal aid must be used additively does
not apply nearly as explicitly to the 68 percent of Perkins funds not earmarked for the
handicapped and disadvantaged, and in some instances it does not apply at 111.6 Most such
funds, therefore, constitute little more than general-purpose federal aid. It did not apply even
to the handicapped and disadvantaged under pre-Perkins statutes, except to the extent that it
was reflected in a limited excess cost rule after 1976.6 The strong r additivity requirements in
the Perkins Act came as something of a shock, therefore, to both the vocational education
community and to OVAE and the Department, and as will be seen, they have not readily been
digested, much less reflected in fiscal or administrative practice.

In its clearest expression of the additivity goal, Congress stated unambiguously in the
Perkins Act its desire to establish fiscal a ,c1 service differentials within vocational education in
favor of handicapped and disadvantaged students. Federally funded supplemental services for
handicapped and disadvantaged vocational students are to be over and above the services
available to "regular" (i.e., nonhandicapped and nondisadvantaged) students in the same or
similar programs (P.L. 98-524, Sec 201(c)). Thus, if federal grants work as intended, total
outlays for vocational education of the handicapped and disadvantaged by each grantee should
exceed outlays for like numbers of regular vocational students by the amount of earmarked
federal aid plus required nonfederal matching funds.

s Although all Perkins grants are nominally subject to the statutory provision that federal
aid must "supplement, not supplant" the state and local funds that would ,)tfierwise have been
expended on federally aided activities, this 7-)rovision, as explained in detail later, has generally
gone unimplemented and unenforced. More ver, Congress has indicated e plici.tiy in
connection with grants for some target grou,', other than the handicapped and disadvantaged.
that grantees need not use federal aid solely to pay for excess costs of federally assisted
pograms.

The excess cost rule, prior to the Perkins Act, appeared in program regulations but not in
legislation, and it applied to costs of serving the handicapped and disadvantaged in
mainstreamed settings but not to costs of serving them in separate programs (see Chapter
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What is less clear in the law is whether Congress also intended federal aid for
handicapped and disadvantaged vocational students to be supplementary in another sense- -
namely, additive to what woul ' have been provided to the same students in the absence of
federal aid. In some instances, this would require much more of state and local agencies than
simply maintaining fiscal and service differentials. For instance, an LEA that routinely
provides certain supplementary services to its disadvantaged vocational students (say, special
guidance and counseling) would be obliged, according to this second concept of additivIty, t)
continue providing such services at its own expense and, in addition, to provide another layer
of ..applementary services with Perkins funds. The presence in the Act of the requirement
that federal funds oust "supplement...State and local funds that would in the absence of such
Federal funds made available..., and in no case supplant such State or local funds" (P.L. 98-
524, Sec. I13(b)(16)) scums to indicate that Congress did intend Perkins funds to be additive in
the second sense as well as the first, but that is not the prevailing administrative interpretation
and considerable ambiguity remains. Here, moreover, the question is not just of Congressional
intent but also of how strictures against supplanting may be interpreted, implemented, and
enforced (these matters are considered in detail in Chapter 6).

A closely related question of purpose is how Congress viewed the relationship between
Perkins grants and the obligations that other federal laws impose on states and LEAs to serve
their handicapped and disadvantaged students. Like the Perkins Act, some such laws, most
notably the Education of the Handicapped Act, require supplementary services for certain
special-need students. Did Congress intend that Perkins funds would provide still more
supplementary services, over and above those already required, or can Perkins funds he used to
defray r he costs imposed by other federal statutes? This is an important issue that has not yet
been resolved.

Perhaps the greatest mystery regarding Congressional purposes under the Perkins Act
revolves around the mandate in Section 204(c) of the Act to provide certain specified services
to all handicapped and disadvantaged vocational students. Views about the proper
interpretation of this provision vary drastically. some who participated in drafting the Act see
in this mandate the birth of a fundamental new strategy, focusing on standards of service
rather than on required uses of funds. Others, including OVAE and the Department, seq. to

see it as an aberration, an afterthought, or a minor appendage to the law. If the former view
eventually prevails, a new kind of service entitlement for disadvantaged enrollees in
vrteltiorri! erliTritinn t ill hn, or-ate-1, and the t_ould be *large. ;11 i

respect. a great deal may on how this question of Congressional intent is decided.
Because there are uncertainties about important aspects of Congressional intent, one

cannot proceed as if all !.-ie resource allocation and targeting provisHns in the :A were
instruments Jesigned to achieve well-defined goals. Instead, one must constantl,, 17e aware.
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while asse.sing the statutory and regulatory provisions, that objectives are ambiguous and
sometimes in dispute. It is important to consider alternative interpretations of goals and the
adequacy of the Perkins mechanism to accomplish each. This necessarily complicates and
extends the assessment and makes some findings conditional on particular readings of what
Congress intended; but short of being arbitrary or reading the collective Congressional mind, it
is hard to see how the problem can be avoided.

RESOURCE ALLOCATION AND TARGETING PROVISIONS

To ensure that federal grants are properly used and distributed and that services of the
desired kinds and in the desired amounts are indeed provided to the designated beneficiaries,
Congress established in the Perkins legal framework a set of resource allocation and targeting
provisions. The bulk of this report is devoted to analyzing these provisions and their efficacy
in producing the intended results. The main provision (with brief observations regarding
pertinent issues) are the following:

Definitions of Target Groups and Permitted Uses of Federal Funds. The statute and the
regulations provide definitions of the two target groups, handicapped and disadvantaged
vocational students, and specify the kinds of re: urces and services that may be procured
with Perkins funds. As will be seen, the target group definitions, especially the definition of
disadvantaged, are very broad and elastic, raising questions about which students and how
many students are supposed to be served with federal aid.

The Supplemental Services and Excess Cost Rules. These rules stipulate that the
Perkins grants earmarked for the handicapped and disadvantaged can be expended only for the
federal share of supplemental services provided to, and excess costs incurred for, handicapped
and disadvantaged enrollees in vocational pr -grams. They are the most explicit and potentially
the most effective provisions in the Act for promoting the additive use of federal funds, but
there are concerns about how they have been interpreted and implemented and, especially,
about how excess costs are to be measured.

The .Matching Requirement. The Perkins Act requires dollar-for-dollar matching, from
state and local funds, of the federal funds expended for excess costs of programs for the
handicapped and disadvantaged. In ihec,i y, this could help to channel additional resources to
target-group students, but it is questioflable whether the particular formulation of matching
under Perkins is suitable for achieving that result.

The Supplement. .vot Supplant Requirement. The stricture against using federal
supplant (substitute for; state and local funds nominally applies to all grants _supported under
the Perkins Act. not just grants for the handicapped and disadvantaged. This provision ;t' the
statute has never been implemented seriously, however. nor applied explicitly to grants for the

43
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handicapped and disadvantaged, so the question is not whether it is effective but how it could
be made effective in the future.

The Equal Access Requirement. The statute requires s grantees to ensure that
handicapped and disadvantaged students have equal access to the full range of vocational
programs and activities, but equal access has not been defined operationally and administrative
interpretations have made the guarantee essentially null and void. The issue, therefore, is
whether and how the promise of equal access might be realized in the future.

The Service Mandates. A statutory provision requires LEAs to provide to each of their
handicapped or disadvantaged vocational students (a) an assessment of needs, (b) special
sere ices designed to meet those needs, and (c) certain guidance and counseling services. The
question is unsettled of whether this provision should be construed narrowly, as one affecting
only grantees' uses of federal funds, or broadly, as establishing an entitlement to adequate,
individually designed vocational education services.

The Fund Distribution Mechanism. The Act pi.escribes formulas both for apportioning
Perkins funds among states and for distributing the funds set aside for I le handicapped and
disadvantaged among LEAs and postsecondary institutions within states. There are concerns
about the rationality and equity of the distributions and also about whether the intrastate
distribution process is workable and being carried out as Congress intended.

All the provisions enumerated z bove are eLam;:ied, individually and in detail, in the
following six chapters of the report. Each chapter describes a provision, or group of related
provisions and explains how it evolved; offers interpretations, including multiple and
conflicting interpretations where necessary; assesses the likely effectiveness of the provision in
promoting the intended uses and targeting of Perkins funds; examines other implications and
effects; identifies problems of cesign, implementation, and enforcement; and discusses possible
changes in, and alternatives to, the existing resource allocation and targeting mechanisms. The
final chapter in this part of the report sums up the main findings and reviews the policy
options, including both options within the existing rerkins framework and broader cha'ges in
strategy.
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3. TARGET GROUP DEFINITIONS, STUDENT SELECTION,
AND PERMITTED USES OF FUNDS

A necessary first step in assessing whether federal funds are likely to be used as
intended i.s to establish what the intended uses are. In the case of aid to the handk. apped and
disadvantaged under the Perkins Act, uses have been defined mainly in terms of the intended
target groups or beneficiaries--that is, by specifying who qualifies as a handicapped or
disadvantaged vocational education student. Only secondarily has Congress attempted to
specify what resources or services federal funds are to buy, and the restrictions in this regard
are very loose. Perkins grants for the handicapped and disadvantaged are categorical, then,
primarily in that they are earmarked for particular categories of students. This chapter
examines the target group definitions, the definitions of permitted uses of federal funds, the
implications for resource allocation and targeting, and a number of policy options.

THE DEFINITIONS OF THE TARGET GROUPS

The funds earmarked for handicapped and disadvantaged vocational students amount to
10 percent and 22 percent, respectively, of Perkins basic grants to states, or about $76 and
$168 million, respectively, in FY 1989.7 An important influence on how these funds are
allocated and used is how the two target groups are defined. The definitions of "handicapped"
and "disadvantaged" are considered first, followed by the definition c.-,f .ocational student."

The Definition of "Handicapped"

The Perkins definition of a handicapped student is essentially the same as the standard
del inition used under the federal Education of the Handicapped Act, except that a clause has
been added to make the definition specifically applicable to vocational education. The
definition given in the Perkins regulations (34 CFR, Sec. 400.4) is that

"Handicapped", when applied to individuals, means individuals who are mentally
retarded, hard of hearing, deaf, speech or language impaired, visually
handicap 7d, seriously emotionally disturbed, orthopedically impaired, other
health impair:d, deaf-blind, multihandicapped, or persons with s ecific learning

'vho by reason thereof require special education and related services,
and who. iecause of their handicapping condition, cannot succeed in the regular

'These percentages, specified in Section 202 of the Act, are of the funds that rema,1 after
states have deducted the amounts permitted for state administration +7 percent, or in some
cases slightly more, of the total funds appropriated for basic state grants) under Section
10:.(a)(1), as amended in the Technical Amendments of November 1. 19851,
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vocational education program without special educational assistance (emphasis
added).8

Although this definition is intended to civer both secondary and postsecondary handicapped
students, there are necessarily differences in applying L. at the two levels because the
procedures already in place for identifying the handicapped in LEAs have no direct
counterparts in postsecondary institutions.

At the secondary level, deciding which students have the impairments enumerated in
the definition is generally not the responsibility of vocational educators. States and LEAs are
required under the Education of the Handicapped Act to identify all handicapped elementary
and secondary school students, and special education staff and other specialists (e.g., medical
personnel and psychologists) are supposed to participate in making diagnoses, Such
determinations are made without regard to whether a student enrolls in vocational education or
in an academic or general program.

Where vocational educators may play a role is in making the determination called for
by the emphasized clause in the definition quoted above--namely, whether a student with a
handicapping condition who enrolls in a vocational program requires special assistance to
succeed. It is not clear how decisive this role can be. Handicapped students who enroll in
vocational programs, like all other handicapped secondary students, are entitled to individual
education plans (IEPs) setting forth the services they are to receive. The procedures for
developing IEPs, specified by regulation, require the participation of parents, teachers, and
special educators.1° The Perkins Act stipulates that services provided under the Act are to be
included, when appropriate, in the IEPs and that "vocational education planning for handi-
capped individuals will be coordinated between appropriate representatives of vocational
education and special education" (P.L. 98-524, Sec. 204(a)(3)). The latter seems to mean that
vocational educators should participate in developing the IEPs for students who enroll in

The definition given here is the same in most respects as the general definition given in
regulations under the Education of the Handicapped Act (34 CFR, Sec. 300.5(z.)), except for
the addition of the emphasized clause. Other differences include the substitution of "speech
and language impaired" in Perkins for just "speech impaired" and an explicit reference in
regulations under the Handicapped Act to procedures for evaluating children. The latter
reeuiations. however. supplement the general definition with specific. more detailed definitions
or all the individual handicapping conditions (34 CFR, Sec. 300.5(b)).

The regulations pertaining to the Education of the Handicapped 'set forth a variety
procedural safeguards for ensuring that the interests of handicapped are protected in
the evaluation and identification process; see 4 CFR. Secs. 300.530-300..5:,2

10These requirements are spelled out in detail in 34 CFR, Secs. 300.340-_'00.3-16.
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vocational programs." Thus, vocational educators may have a voice, but not necessarily the
deciding voice, in determining which enrollees need special assistance and thereby qualify as
handicapped vocational students uncle' Perkins.

That there is a federally prescribed process for identifying the handicapped does not
imply, however, that the number of handicapped vocational students in a state or LEA is
predetermined by the federal rules. State and local authorities have discretion to set
evaluation standards and practices (subject to the "due process" protections of the Education of
the Handicapped Act). Interstate variations in the percentages of children identified as
handicapped and, especially, in percentages identified as having particular impairments, such as
"specific learning disabilines," indicate that these practices are nonuniform and that states can
influence their counts of handicapped students.12 Perhaps most important, states and LEAs
can influence the rates at which handicapped students enroll in vocational programs, both
directly through guidance, recruitment, and placement and indirectly through decisions about
progrzm offerings and prow= designs.13 Thus, there is clearly not a "given" population of
handicapped, vocational, secondary school students to be served with federal funds.

How the definition of handicapped applies at the postsecondary level is uncertain.
Postsecondary institutions generally are not subject to the same 'obligations as LEAs to identify
and evaluate all their handicapped students, to operate special education programs, or to
develop IEPs. Thus, the simple operational definition of a handicapped student that applies at
the secondary level--a student receiving special education services under an IEPis not
meaningful at the postsecondary level. Moreover, while the definitions of some handicapping
conditions, such as visual, hearing, and orthopedic impairments, can be carried over unchanged
to the postseronthiry level, other categories do not have as obvious counterparts. For instance.

o this is supposed to work is a little mysterious, since it is within the IEP process
that decisions would presumably be made about whether a particular handicapped student will
enroll in vocational courses. It is unclear, therefore, at what point vocational educators are to
become involved in designing programs for handicapped individuals who may or may not
become vocationtZ students.

12 Data on percentages of students identified as handicapped are presented in detail (with
breakdowns by type of handicapping condition and type of-placement) in annual reports to
Congress prepared by the Department of Education. See, e.g., U.S. Department of Education.
Office of Special Education and Rehabilitative Services (1988).

13Reyuire-inentS in the Perkins Act that handicapped and disadvantaged students and their
parents be informed of vocational education opportunities (Sec. 204(b)) and that such students
be afforded equal access in recruitment, enrollment, and placement (Sec. 204(a)) can ce viewed
as enhancing the power of such students and their parents to decide about enrolling in
vocational programs. To the extent that these provisions are implemented. they are likely to
reduce the influence of vocational educators and administrators over how many handicapped
individuals become vocational students.
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more than two-thirds of all the elementary and secondary students identified and served as
handicapped are classified as having either speech impairments or "specific learning
disabilities," but student classifications and services under these headings are far less common
in postsecondary institutions. Two reasonable inferences, given the lack of formalized,
mandatory identification procedures and the limited transferability of the definitions of
some handicapping conditions, are that (1) there is greater definitional flexibility at the post-
secondary level, and (2) smaller percentages of postsecondary than secondary students are likely
to be labeled handicapped."

The Definition of "Disadvantaged"

The Perkins definition of disadvantaged, unlike the definition of handicapped, is
peculikr to the federal vocational education program. The definition given in the regulafions
is (from 34 CFR, Sec. 400.4):

"Disadvantaged" means individuals (other than handicapped individuals) who
have economic or academic disadvantages and who require special services and
assistance in order to enable them to succeed in vocational educational programs.
The term includes individuals who are members of economically disadvantaged
families, migrants, individuals who have limited English proficiency and
individuals who are dropouts from, or whu are identified as potential dropouts
from, secondary school. For the purpose of this definition, an individual who
scores at or below the 25th percentile on a standardized achievement or aptitude
test, whose secondary school grades are below 2.0 on a 4.0 scale (where the
grade "A" equals 4.0), or fails to attain minimal academic competencies may be
considered "academically disadvantaged." The definition does not include
individuvls with learning disabilities.15

The term "individuals who are members of economically disad antaged families" in the

foregoing definition is itself defined in the same section of the regulations as follows:

14Another reason that the percentage handicapped is likely to be smaller at the
postsecondary level is that many postsecondary enrollees who might qualify as handicapped
may prefer to be considered and treated as regular students and therefore may nf..: apply for
special services to which they might be entitled by virtue of handicapping cone.i!lons.

15The statutory definition P.L.( 98-.574, Sec. 521) does not include the thy-,,e specific
criteria of academic disadvantage cited here. These were listed as suggested riteria in the
report of the House-Senate conference committee on the Perkins Act (Ccrilert.nce Report on
H,R. 4164, Congressional Record--House, 98th Congress, 2nd Session, H and
incorporated by OVAE/ED into the regulations.
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"Economically disadvantaged family or individual" means a family or individual
which the State board identifies as low income on the basis of uniform methods
that are described in the State plan. A State must use one or more of the
following standards as an indicator of low income:
(I) Annual income at or below the official poverty line established by the
Director o: the Office of Management and Budget.
(2) Eligibility far- free or reduced-price school lunch.
(3) Eligibility for Aid to Families with Dependent Children or other public
assistance programs.
(4) Receipt of a Pell Grant or comparable State program of need-based financial
assistance [sic].
(5) Eligibility for participation in programs assisted under Title II of the JTPA
[Job Training Partnership Act].16

Thus, the class of individuals potentially eligible for services financed with Perkins
grants for the disadvantaged includes all enrollees in vocational programs who belong to any
one or more of the following categories:

o Students from economically disadvantaged families, identified by any one
or more of the five criteria listed above,

o Migrants

o Individuals with limited English proficiency

o Dropouts, and individuals identified as "potential dropouts"

o Academically disadvantaged individuals, identified by low scores on
standard tests, low secondary school grades, or failure to attain minimum
academic competenc iesI7

The definition of disadvantaged also includes essentially the same qualifying clause as
the definition of handicapped: students must not only fall into one of the above-listed
categories but must also "require special services and assistance...to succeed in vocational

16The statutory definition says only that economically disadvantaged means "families or
individuals who are determined by the Secretary to be low-income according to the latest
available data from the Department of Commerce" (P.L. 98-524, Sc.- 521(20)). In its notice
announcing the final Perkins regulations, ED justified the establisnment of multiple standards.
some not based on Department of Commerce data, by citing precedent in using substitute data
under the VEA, language in a Senate report endorsing flexibility the use of existing
student counts, and considerations of administrative feasibility (50 FR 33270-711.

17In a response to a comment on the ulations. ED indicated that (1) a state must use
one or more of the three criteria of academic disadvantage contained in the definitior, and
States ma set the cut-off points of the criteria lower but not higher than the levees stated i
the definition- -that is, a state may use a test-:,;ore cut-off point at or below the :5th
percentile and a GPA cut-off point at or below 2.0 on a 4.0 scale (50 FR 332-0
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educational programs." State and local authorities can apply this standard more flexibly to the
disadvantaged than to the handicapped, since decisions about the disadvantaged are not subject
to IEP procedures or other federal procedural rules. One OVAE official interviewed for this
study explained that deciding who is disadvantaged often boils down, in practice, to
identifying students who are "having trouble" in their vocational education courses. This
suggests that vocational educators enjoy very broad discretion to decide which enrollees with
disadvantaging conditions will actually be deemed eligible to receive Perkins-funded services.

There seems to be some confusion in the Perkins Act regarding how, when, at:c1 by
whom determinations are to be made as to which students potentially classifiable as
disadvantaged (or handicapped) need special vocational education services. In particular, there
is an inconsistency between the official definition of "disadvantaged" in Sec. 521 of the Act
and the use of the same term in Sec. 204, which says that every disadvantaged (and
handicapped) individual who enrolls in a vocational program is entitled to certain specified
services, including information on vocational opportunities and an assessment of needs.
According to Sec. 521, someone is disadvantaged if he or she has at least one of the academic,
economic, or other disadvantaging conditions enumerated in the regulation and if he or she
requires special services or assistance. However, the logic of Sec. 204(c) requires that certain
services, especially the aforementioned assessment, must be made available to students with
disadvantages before a determination has been made of which students require special
assistance in vocational education. Presumably, Congress intended to require assessments for
all vocational students with disadvantaging (or handicapping) conditions. Making this explicit
would help to clarify the procedure for deciding who is eligible for services for the
disadvantaged under the Act.

The Definition of "Vocational Student"

To define the target groups, one must establish not only which students are
handicapped or disadvantaged but also which qualify as vocational students, or enrollees in
vocational programs. The statute and regulations refer to such students in several ways:
Sec. 201(c) of the Act refers to "individuals in vocational education"; Sec. 204(c) uses the
phrase "each student who enrolls in vocational education programs"; and Sec. 203, which
prescribes intrastate fund distribution formulas, refers to handicapped and disadvantaged
:tudents "served in vocational education programs." Unfortunately, none of these terms hnc
',een given a precise definition. In particular, it is not clear whether the label "vocational
student" is to be reserved for those who enroll in coherent, occupationally oriented programs

"concentrate" to some specified degree in vocational studies or whether it also .1op. ers those
whose invok ernent with vocational studies is more limited and casual.

50
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The statutory definition of "vocational education" provides a hint as to how Congress
may have intended "vocational student" to be defined, but this hint was not taken by the
regulation writers. According to Sec. 400.4 of the Act,

"Vocational education" means organized educational programs which are directly
related to the preparation of individuals for paid or unpaid employment, in such
fields as agriculture, business occupations, home economics, health occupations,
marketing and distributive occupations, technical and emerging occupations,
modern industrial and agricultural arts, and trades and industrial occupations, or
for additional preparation for a career in those: fields, and in other occupations
requiring other than a baccalaureate or advanced degree....

Furthermore, the only services that are considered part of an "organized education program"
according to this definition are those covered by the phrase, "instruction, including career
guidance And counseling, related to the occupation or occupations for which the students are in
training or instruction necessary for students to benefit from that training" (ibid). One could
infer from this language thgt the intended beneficiaries of Perkins funds are students enrolled
in organized educational programs aimed at training for occupations, not those who merely
enroll in individual courses labeled "vocational" or who pursue such rionoccupational purposes
as developing personal or leisure skills. OVAE/ED has not made this interpretation, however,
nor any other. Instead, it has left it to each state to decide who is a vocational student.
According to several current and former OVAE officials with whom the issue has been
discussed, this means that a state could choose to include every student who enrolls in even a
single vocational course (even, say, a high school typing class) and thus to count as "vocational
enrollees" all but a minor fraction of the state's high school population.

THE DEFINITION OF PERMITTED USES OF FUNDS

The Perkins Act places only minimal restrictions on the types of resources or services
on which federal aid for handicapped and disadvantaged vocational students may be expended.
The main statutory (and identical regulatory) language on the subject is that funds shall be
used

only' for the Federal share of expenditures that are limited to supplemental or
additional staff, equipment, materials, and services that are not provide I to
other individuals in vocational education and that are essentiai for hand.
[disadvantaged) individuals to participate in vocational education (P.L. ;,":-4,c.

The phrase "stat . 2,..raiprnenr. materials, and services.' exclu.:!t's trv, few

The only items thai paid t r ihe
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handicapped and disadvantaged are "construction, acquisition, or initial equipment of buildings,
or the acquisition or rental of land" (P.L. 98-524, Sec. 521(32)).

As to types of services, "vocational education" is defined in Sec. 4C0.4 of the Act to
include

(1) instruction, including career guidance and counseling, related to the
occupation or occupations for which the students are in training or instruction
necessary for students to benefit from that training; and
(2) the acquisition, including leasing, maintenance, and repair, of instructional
equipment, supplies, and teaching aids.

The regulations also provide that a grantee

may use no more than the amount of funds from each award that is necessary
and reasonable for the proper and efficient administration of the projects,
services, and activities for which the award is made (34 CFR, Sec. 401.93(a)(2)).

In addition, it appears to be the view in some quarter- although there is disagreement on the
point, that grantees may also expend Perkins grants for the handicapped and disadvantaged for
indirect costs of programs, charged at state-approved indirect cost rates.

The apparent restriction that the staff, equip; etc. referred to in Sec. 201(c) must
be specifically for supplemental vocational education services is eased by language elsewhere in
the law that allows Perkins funds to be expended for

basic skills instruction for vocational education students which is related to their
instructional program, if the State board determines that the instruction is
necessary to carry out the purposes of the Vocational Education Opportunities
Program (P.L. 98-524 Sec. 201(11)(1); 34 CFR 40l .58(a)(1)).

Thus, funds may be used for instruction in vocational courses or in "related" basic skills
subjects, for guidance and counseling, for equipment and materials, for administration of all
the above, and possibly for other categories of indirect costs. In sum, except for the ban on
construction and certain other capital outlays, decisions on what resources and services to
provide to handicapped and disadvantaged vocational students are left entirely to the states,
LEAs, and postsecondary institutions that receive federal grants.

The other kinds of restrictions contained in the statement of permitted uses in Sec,
201(c)-- in particular, that he resources or services provided must be "supplemental or
additional' and -not prove to other individuals in vocational education.' are m..re signifioant
for targeting. The,.. :Ire nsidered separately and in detail in the di:r.oL: or, the

supplemental ser..ices and -noess cost requirements in Chapter .4.



IMPLICATIONS FOR RESOURCE ALLOCATION AND TARGETING

How the eligible beneficiaries and the permitted uses of federal aid are defined
obviously affects the targeting of Perkins funds. In particular, the elasticity of the target-
group definitions, most notably the definition of disadvantaged, is an important consideration
in judging the likelihood that the persons who receive Perkins-funded services will be the
ones Congress intended to help. This discussion addresses some of the major problems raised
by the present definitions and, where appropriate, suggests possible definitional changes and
other policy options. Some additional implications of the definitions are discussed in later
chapters in connection with particular Perkins fund allocation and targeting provisions.

Definitional Elasticity and State-Local Di, retion

That the definitions of the target groups are elastic means, first of all, that Perkins
funds set aside for the handicapped and disadvantaged have not been earmarked for
predetermined, federally designated sets of beneficiaries. Congress has defined handicapped
and, especially, disadvantaged vocational students so flexibly that state and local authorities
have broad discretion to decide which students and how many students will be deemed eligible
to receive federally funded services. This complicates the task of assessing the provisions for
controlling the uses of federal funds under the Act. It means that one must consider not only
hether the Perkins rules are adequate to channel federal funds to particular target groups but
also whether the target groups themselves are likely to be defined as Congress intended, given
the degree to which the definitions are under state control. In other words, the make-up of
each target group must be viewed as a program outcome rather than as some of the "givens"
that the program is to address.

The present federal definition of disadvantaged is so flexible that a state may be able
to label, at its discretion, anywhere from a minor fraction (20 percent or less) to a substantial
majority (say, 60 percent) of its vocational students as falling into the disadvantaged category.
To see why, consider the options available to states that would like to construe the definition
either as narrowly or as broadly as possible (various incentives for narrowing or broadening the
definition are discussed later). To keep the number of secondary-school disadvantaged
students small, a state would pick only one of the narrower of the five authorized criteria of
economic disadvantage--most likely, eligibility for AFDC, which would cover perhaps one out

cecond,ry sttHents.18 In aHdition. the statc would choose only one of the

of the figures used to make the calculations in this se.tion were ,;upplied
members of the NAVE staff. They are not precise, and some are only rough estimates. but
that is sufficient to support the order-of-magnitude comparisons presented here.
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three criteria of academic disadvantage and apply a low threshold le-el to that criterion. For
example, the state might choose the criterion of scoring in the lowest decile on a standard
achievement test. The same state would also define narrowly (or ignore) the vague "potential
dropout" category. Taking into account the overlaps among low-income, ic;w-performing, and
LEP students, this approach would probably yield a total disadvantaged count of only about
one-fifth of high school-level vocational enrollees. Moreover, once students with economic or
academic disadvantages have been identified, the number qualifying for Perkins-funded
services can be reduced by applying the condition that beneficiaries must require special
services or assistance to succeed in vocational education. A state wanting to minimize the
number of eligible students could adopt a stringent, near- literal definition of that requirement.
An LEA or a postsecondary institution, in the absence of state rules to the contrary, could do
the same. Thus, there is effectively no floor under the percentage of vocational enrollees that
states and grantees may label "disadvantaged" r ,.der Perkins.

A state wanting to designate a high percentage of secondary vocational students as
disadvantaged would behave oppositely in each respect. It wuuld apply multiple criteria of
..conomic disadvantage and all three criteria of academic disadvantage, setting the cut-off
points for the latter at the upper bounds allowed by the regulations. It would encourage LEAs
to be creative in identifying potential dropouts; it would interpret liberally the criteria for
labeling students "LEP"; and, of course, it would construe "requiring special services or
assistance" loosely, so that few otherwise-eligible students would be screened out. To
appreciate how many students could be considered disadvantaged, consider that a single
criterion, having a grade-point average (CPA) below 2.0 on a 4.0 scale, covers more than one
quarter of all high school students nationally, and probably a larger percentage in states with
heavy concentrations of poor and mincy.ity pupils. This percentage could be expanded, perhaps
by another 5-10 percentage points, by including sti.dents with GPAs better than 2.0 but who
score below the 25th-percentile level on standard achievement tests and/or fail state minimum
competency tests. It could be inflated further by counting Audents who have dropped out or
who qualify under a loose definition of potential dropouts, perhaps to a total of 40-50 percent
in some states. The target grour) could then be enlarged further by adding students who are
not academically disadvantaged but who are eligible for free or reduced-price school lunch or
for AFDC and who are migrants or have limited proficiency in English. Assuming,
conservatively, that the nonacademic criteria add another 10-15 percentage points to the group

led academically disat'iNaiitaed. it is apparent how the so-caiied ciisacivantagect
.id be expanded to include a clear majority of some states' vocational enrollees.

It is not clear ho"' the criteria of disadvantage apply to postsecondar:, students. as

set.:m to have been iormulated mainly with high school students in mind. The regulations
not stipulate, for example, whether a state must select the one criterion economic

5 4
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disadvantage that applies specifically to the postsecondary level, receipt of a Pell Grant,
or whether it may choose only criteria that apply mainly or exclw.ively to secondary students,
such as eligibility for free or reduced-price school :c.nch. The latter interpretation would
allow a state tc claim zero economically disadvantaged postsecduaary students, if it so chose.

The Pell-grant criterion, incidentally, has an important flaw as an indicator of
economic disadvantage. Whether a student oualifies for a Pell grant depends not only on the
student's (or the student's family's) income but also on the cost of the institution that the
student attends. Because of the role played by the latter factor, receiving a Pell grant does not
necessarily indicate thai a student comes from an economically disadvantaged background.
Therefore, the Pell criterion may bring into the target group students not in the low-income
stratum intended to benefit from Perkins disadvantaged set-aside funds.

As to academic disadvantage, one can read the rules to permit the use at the
postsecondary level of criteria analogous to those specified for the secondary leve1.19 C3unting
both students with CPAs below would and students who fail to maintain minimum academic
competencies (somehow defined) would bring in a substantial (but unknown) fraction of post-
secondary vocational enrollees. If the state were interested in maximizing its count of post-
secondary disadvantaged, it could use these academic Criteria in combination with the criterion
of receiving a ?ell Grant. The latter covers about 12 percent of all junior college enrollees,
and probably a larger percentage of vocational enrollees, many of whom would probably not
be included under the low-GPA criterion. Thus, it might be possible to include a fairly large
fraction, though not as large as one-half, in most cases, of postsecondary vocational students in
tht. disadvantaged :,ategory.

The elasticity of the definition of "disadvantaged" is reinforced by the elasticity of the
category of "vocational students." A state that chose to include in the latter anyone enrolling
in one or more vocational courses in a given year could classify as many as 80 percent of all
secondary students as "enrollees in vocational education." In contrast, it has been estimated
that only about 36 percent of high school students take as many as 6 credits of vocational
education, (National Assessment of Vocational Education, 1988). Therefore, the choice between
an all-inclus've definition or one limited to vocational "concentrators" could alter by more
than factor of two the number of students potentially eligible for Perkins-funded services.
Moreover, since the individuals who qualify under a lool,e definition of vocational student are
unlikely to be distriLuted among LEAs and postsecondary institutions in the same manner as

19In response to a suggestion that the regulatory definition of disadvantaged be change,1
deal specificoily postsecondary students. ED stated that this change was unnecessary
because "the riteria in the definition of 'disadvantaged' are sufficiently broad that States may
adjust the criteria tu apply to either secondary or postsecondary settings" (50 FR. 33:69).



30

individuals who qualify under a more restrictive definition, the choice of a definition is also
likely to affect the distribution of Perkins funds under the prescribed intrastate distribution
formula.

That the definitions are elastic means that grantees are likely to choose their target
groups in light of the consequences thereof, specifizally including consequences stemming from
other provisions of the Act. It follows that one cannot assess these other provisions (or
alternatives to the present provisions) adequately without taking into account how they
influence state and local behavior in identifying target students. For example, the Perkins
excess cost and ir,7--tching rules may induce grantees to label large numbers of students
disadvantaged so that excess costs can more easily be identified, while the service mandate
provisions in Sec. 204(c) of the Act may induce LEAs to keep the number of disadvantaged
small to minimize service obligations (these incentives are discussed in Chapters 4 and 7,
respectively).

The present definitional looseness is problematic in several respects. The potential
breadth of the disadvantaged target group is too great to make clear to interested parties which
types of students are supposed to be helped with Perkins disadvantaged set-aside grants. State
and local officials have wide discretion to decide which students and how many students to
serve Euid possibly to choose participants to whom Congress would not assign high priority.
That each state and, to a large extent, each grantee can define the target groups for itself also
allows major disparities and inequities in access to federally funded services. In addition, as
will be shown later, the elasticity of the definitions allows grantees to select target students in
ways that defeat the purpose of other Perkins targeting provisions.

A number of steps could he taken to reduce the present definitional elasticity and to
clarify for grantees who the intended beneficiaries are of the Perkins set-aside grants. The
possibilities listed here reflect the assumption that both economic and academic criteria be

retained for identifying target-group members. They include options for tightening the
definitions of economic disathantage, academic aisadvamage, and vocational student.

The definition L f economic disadvantage could be narrowed and standardized by
specifying preferred indicators for use at the secondary and postse,;ondary levels. Instead of
allowing each state to select one or more indicators of low income from the present list of
five, the ruler would specify the indicator to be used at each level, and alternative indicators
would be allowed only where data on the preferred indicator a, e lacking. Specifying an
indicator for Lice at the p3Asecor.Jari. level is especially in.portant, !tit en the present confusion
over which one S houlu u:;ed. for asons alt-(,.dy mentioned, at



present Pell grant indicator but .-ather one that reflects individual or family poverty more
directly."

Tightening the criteria of academic disadvantage is particalarly important because it is
their looseness that now creates the possibility of labeling a majority of students
"disadvantaged." Any or all of the following changes in the rules would help to shrink the
potential target population to more manageable proportions: (a) require states to use scores on
statewide standard tests, where available, to identify academically disadvantaged students,
allowing tha use of grades (GPAs) only where such test scores are not available, (b) lower the
thresholds attached to the test score and GPA criteria as necessary to reduce the target group
to a reasonable minor fraction of vocational enrollees, (c) either eliminate or define
or erationa.11y the criterion of failure to maintain minimum academic competencies, and (d)
either provide a specific definition of "potential dropout" or abandon that criterion as
unworkably vague. Here too, special clarification is needed of the criteria to be used at the
postsecondary level: Should high school or postsecondary grades or test scores be used to
identify academically disadvantaged postsecondary students? What constitutes failure to attain
minimal academic competencjes? Should institution-specific or statewide standards be applied?

Tightening the definition of "vocational student" would also help to narrow the arget
population, specifically by limiting it to students with more than a casual involvement ie
vocational studies. One approaci, would to to restrict eligibility for Perkins-funded se:-,iL.es to
students "substantially involved" in vocational studies--a category that might be defined to
include (a) students identified as vocational education majors or concentrators (terms that
would themselves require further definition) and (b) enrollees in organized programs or
sequences of courses leading to certification in particular occupational fields. An indirect
means of accomplishing more or less the same thing would be to focus on the activities in
which feu, at funds are used rather than on the individuals who benefit. That is, grantees
could be required to expend federal funds only on courses or activities that mainly serve
vocational education majors or concentrators or that are parts of organized programs or course
sequences leading to certification in particular occupational fields.

In addition to these relatively modest options, which are limited to changes within the
existing set of definitions and rules, there are also alternativ approaches to focusing federal
aid more precisely. Two such options, examined immediately below, are to require that
federal funds be concentrated in relatively large amounts on relatively few beneficiaries and to

µn,-Although receipt of a Pell grant itself does not necessarily indicate that Ft,...:L,L.nt
economically disadvantaged, some of the data reported on tpplications fer student financial a.
!including Pe"I grants) could be used to construct a more appropriate indicat.or
economic status. Thus, the data to construct a more valid indicator are :dread': in !l-e
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introduce explicit student selection priorities. A more drastic alternative, shifting from
individual-level to school-level targeting, is discussed later in this chapter.

Concentration Versus Dispersion of Federally Funded Services

One implication of the current expansive definitions of the target groups is that it is up
to state and local authorities to decide whether to concentrate federal aid for the handicapped
and disa lvantaged on a relatively small percentage of vocational students or to disperse funds
more broadly. This decision may be of limited consequence for the handicapped, who are
entitled to "appropriate" services under the Education of the Handicapped Act regardless of the
availability of Perkins funds, but it i., important for disadvantaged vocational students, for
whom Perkins grants may be the main, or only, source of special support. State and local
authorities would have considerable control over the degree of concentration even if the
target-group definitions were tightened, since the Act does not require spreading Perkins-
funded services among all eligible students.21 Neveftheless, grantees have considerably greater
discretion in dc,iding how many students to serve out of the 50 to 60 percent of vocational
students who migth: be deemed disadvantaged under the present definition than out of the, say,
20 percent who might qualify if the options outlined above were adopted.

From a fiscal perspective, setting aside 22 percent of Perkins funds for disadvantaged
students has quite different significance if only 20 percent of vocational education students are
deemed disadvantaged than if 60 percent are so classified. With only 20 percent in the target
group, disadvantaged students would probably receive favored access to federally funded
services; with 60 percent in the group that outcome is less certain. Note that 68 percent of
basic state grant funds ',Alder the Perkins Act, including the whole 43-percent portion
earmarked for program improvement, is for services that do not necessarily benefit the
disadvantaged. Therefore, if the 22-percent set-aside for the disadvantaged were spread
thinly, disadvantaged vocational students, r a class, might not receive even their proportionate
share of total Perkins funds.

Congress appears not to have spoken on the issue of concentration versus dispersion of
federally funded services; yet it is an important issue, given the scarcity of federal funds
relative to the potential numbers of students to be served. It appears, based on very rough

-1 .--For the purpose of this no acc.ount rr taken of the provision in (-c. 1'

the Act that mandates certain ,_'!-vices for all handicapped and disadvantaged enrol;e2s
vocational programs. That prov,,,ion does seem to require dispersion of srs..:ial services,
federally funded or nor. over the -.vhole target group. Under some interpretations, such
services could easily exhaust the Perkins funds earmarked for the handicapped ind
disadvantaged. As yet, however, it is not clear what Sec. 20.4c) mean.; io pLictice or whether
it has been widely implemented. -Fis.e issues are considered further !7.1 Chapter 7.
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estimates, that Perkins aid earmarked for the disadvantaged could range from as little as $75
per FTE disadvantaged secondary vocational student if " disadvantage.i" were defined broadly
up to about $225 per FTE student if it were defined relatively narrowly.22 Even the latter
would amount to less than a 6 percent increment in outlay per FTE vocational student if funds
were spread over the entire eligible population; S75 would represent less than a 2 percent
increment in support per FTE student." Whether funds are dispersed or concentrated,
therefore, may male the difference between a program that has a small, marginal effect on
services for a large number of students and one that adds significantly to servi,es, albeit for
only a minor fraction of the target grours.

It is noteworthy in this regard that the Perkins Act contains no concentration
requirement of the kind that has long been included in the federal compensatory education
program. Under Chapter 1 of the Education Consolidation and Improvement Act (ECIA) of
1981, and especially under its predecessor, ESEA Title I, the seemingly innocuous requirement
that .lrojects be of sufficient size, scope, and quality to give reasonable promise of substantial
pr ";4ess toward meeting the educational needs of the children being served" (34 CFR, Sec.
204.20) was transformed into a "rule of 'hum!'" regarding minimum levels of federal funding
per pupil.24 The doctrine gained wide acceptance, and was formalized by some state. agencies,
that federal aid would be concentrated sufficiently to produce about a 25 percent increment
in spending per participating di_ Ivantaged pupil, relative to per-pupil spending on regular

22The derivation of these estimates is as follows: There are about 12.5 million students in
public secondary schools. Since 20 percent of all secondary school course enrollments are
classified as vocational (NAVE estimate), this implies a total of about 2.5 million FTE
secondary vocational students. The Perkins grants earmarked for the disadvantaged amounted
to about $168 million in FY 1989. Assuming that two-thirds of this goes to secondary schools,
tot,' federal funds for disadvantaged secondary vocational students come to $1 12 million.
Assuming that only 20 percent of the FTE vocational students qualify as disadvantaged, the
amount of aid per FTE disadvantaged student would be $112 million/0.5 miliion, or $225.
Assuming that 60 percent are labeled disadvantaged, this ratio would fall to $112 million, 1.5
million, or $75 per FTE target group member.

23This is based on the very conservative assumption that total expenditure per FTE
vocational student in secondary school is $4,000. Since that is roughly the amount now spent
per pupil, on average, in all public elementary and secondary education, actual spending per
FTE vocational student is almost certainly considerably higher.

"'Interestingly. :he requirement that projects must he of "suflicienr. size. ,cope. and
4uality" to give re'::::onable promise of meeting students' needs does vpear in the Perkins -\\:t
but only in conne:tion with program improvement, innovation. and e,..parBion activities under
Tide II, Part B (P.L. 98-5.24, Sec. 252(c)). Even in that context, there is no indication that
this provision has been tal<en to require, or encourage, any partic'.4ar degree of concentration
of Title 118 funds (see Chapter 10).

it. 9
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pupils of the same LEAs.26 Today, with $4 billion in outlays and some 5 million participants,
the Chapter 1 program still provides a level of supplemental funding per participant equal to
about 20 percent of average per-pupil expenditure. To produce a comparable level of support
per participant, Perkins aid for the disadvantaged would have to be concentrated on
somewhere between one-tenth and one-fourth of the potentially eligible population, depending
on how loosely "disadvantaged" is defined. Establishing a concentration requirement is one of
the options available for turning the Perkins grants for the disadvantaged into more targeted
aid. Under this option, each grantee would be required to concentrate the available funds

(including required nonfederal matching funds) on sufficiently few special-need students to

make a "substantial" difference in the vocational education services available to each
participant. The term "substantial" could be defined quantitatively in program guideli "es
(perhaps in terms of ranges rather than specific funding levels) and/or states could be directed
to establish such guidelines, just as was done tender the aforementioned compensatory
education precedent. However, a concentration rule alone would not ensure proper targeting
unless it was accompanied by principles for selecting the relatively few students to be served-
the next item considered below.

Priorities in Student Selection: The Severity of Disadvantages

The elasticity of the target-group definitions raises several questions about priorities in
student selection, one of which is how choices are made, or should be made, between students
with more severe and less severe disadvantages. A broad definition of disadvantage makes it
less certain than a narrow definition that the students with the more serious disadvantages will
be served. If a grantee can call a majority of its vocational students disadvantaged, it can
select students in the mid-range of the need-for-assistance distribution to receive federally
funded services under Perkins. It can "cream" the higher-performing or easier-to-serve
students off the top of the broad disadvantaged category. It need not serve the more severely
disadvantaged at all.

This is a matter of concern in light of evidence that states and LEAs, left to their own
devices, are not always inclined to serve special-need students in vocational . ograms. The

Senate Committee on Labor and Human Resources, reporting on the 1984 Senate bill that led
to ti'e present Act, stressed testimony that some states serve special-need students minimally.
wh;le others selectively place better vocational students in programs that lead to good jobs,

15A major 1976 study of the ESEA Title I legal framework cites t-ederal guidelines calling
for supplemen:ary spending per pupil on the order of 50 percent of regular per-pupil outlay
and various state guidelines and requirements estalAishing fiinding levels in the range of 25-50
percent of reguHr outlay; (Silverstein, Schember....t al.. 10 --M. -113-18).
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relegating the disadvantaged to inferior offerings." The Committee responacd to this
perceived problem by developing many of the protections for special-need students that now
appear in the Act. What the Committee may not have realized, however, is that unequal
treatment and "creaming" can take place within the disadvantaged group if the group is
defined broadly enough. Thus, although the Perkins Act seeks to help the disadvantaged as a
class, it does not prevent grantees from favoring moderately disadvantaged students over their
more severely disadvantaged schoolmates.

More specifically, the Perkins Act neither prescribes student selection procedures nor
requires priority for disadvantaged individuals having the "greatest need" for assistance. It
contrasts, in this respect, with the federal compensatory education program under ECIA
Chapter 1, in which both guidelines for pupil selection and priority for those in greatest need
are long-established features. The Chapter 1 regulations outline a process for selecting
program participants that "requires, among the educationally deprived children selected,

inclusion of those children who have the greatest need for special assistance" (34 CFR, Sec.
200.51(a)(2)). The Title I language was stronger "an LrA shall use Title I fur ds to serve
children who...are identified and selected by the LEA...as currently having the greatest need of
special assistance (34 CFR, Sec. 201.70, January 19, 1981). Such rules are designed to ensure,
in situations where there is too little federal money to serve all members of the target group
adequately, that services go to those who need them the most. The same principle could be

applied, but never has bce,n, to federal aid for disadvantaged vocational students.27 Severity of
need could be defined, in connection with such students, in terms of academic performance.
students' levels of preparation for vocational training, and/or occupational or economic
prospects.

If a requirement to serve the most disadvantaged first were included in the Perkins
Act, the looseness of the definition of disadvantaged would be of less consequence. It ould
make little difference whether 20 percent or 60 percent of vocational students were classified
as potential beneficiaries if federal funds suffic,!d to serve only 10 percent and if the 10
percent with the greatest needs had to be giver. prioriv,. In this respect, tigi.cening the

-
)(mate Report ci25 -507, 98th Conqres... 2nd Session, June ,34.

--The principle of serving those in greatest need i:, recognized :1 the Perkins At onk. in
connection with single parents and ho nernakers. Secti,,n I 13(b)(7) stipulates that states, in
ser\ ing that group, will emphasize as fisting indi..iduals with greatest financial need..., but
no analogous principle has been applied to other target groups.

i1
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definition of disadv.,ntaged and assigning priority to the most disadvantaged are alternative
remedies for the sal. a problem,28

Economic and Acadt mic Disadvantage as Criteria for Selecting Students

A more fundamental issue raised by the present definition of disadvantaged concerns
the appropriate roles of economic and academic disadvantage in determining whom to serve
with Perkins funds. According to the present rules, a grantee is first supposed to identify
vocational students who are either economically or academically disadvantaged or both and
then to determine which of the students so identified require special assistance in vocational
education. As already mentioned, OVAE officials report that some grantees short-circuit this
process by considering only whether students seem to need special help in their vocational
courses. The question of interest here, however, is not one of practice or compliance but
rather whether the use of general academic criteria and, especially, economic criteria makes
sense. In essence, this is a question about the purpose of funding supplemental services
for disadvantaged vocational students.

There seem to be several possible rationales for wanting to target Perkins funds on the
basis of economic disadvantage. One is that access to desirable vocational programs is likely to
be limited in communities with large concentrations of low-income students or families. Such
limitations may exist because the fiscal resources of such communities are inadequate to
provide quality programs or because such communities do not receive their fair shares of local
and state resources. In either case, allocating Perkins funds according to economic criteria
(poverty, low income) would help to redress disparities and make services available to students
who would otherwise be inadequately served. However, this rationale applies to the
distribution of funds among places or schools, not to the selection of individual participants in
programs.

The rationale for making economic disadvantage or poverty a criterion for serving
individual students is less clear. Impaired access, at the individual-student level, seems to
refer mainly to barriers to admission into, and successful performance in, vocational programs.
To deal with this dimension of access, it makes sense, first, to address the problem of
inadequate service provision in certain places, as discussed above, and, second. to channel
additional resources and services to students who need extra help to participate effectively in
high-quality vocational programs. But having to income, per se, is not a rcod indicator of

:''8Note that no such option can be applied to handicapped vocational students rat the
econdary level) because a// such students are entitled to "appropriate" services un..ler the

Education of the Handicapped Act regardless of the availability of federal aid ( the same
applies to the previously mentioned fund concentration option as well).

C2
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needing the latter kind of help. While it is true that poor academic performance is generally
correlated with poverty, this does not make it either necessary or desirable to select
beneficiaries on the basis of individual poverty when direct measures of poor academic
performance (low test scores, low grades) are available. Therefore, although the goal
of helping those who would otherwise be unlikely to do well in vocational programs does seem
to justify using some kinds of performance criteria for selecting individuals, it does not justify
using economic disadvantage.

A possible alternative rationale for selecting individual low-income students is the
explicitly redistributional one that underlies compensatory education for the disadvantaged:
because students from low-income families are less likely, other thing's being equal, to succeed
economically, they need extra resources and services in school to compensate for the out-of-
school advantages enjoyed by their more-advantaged peers. It is instructive, however, that the
federal compensatory education program, though explicitly founded on redistributive goals,
eschewed - -in fact, forbade--using a poverty criterion to select individual participants.
Indicators of low income are used under ECIA Chapter 1 to allocate federal funds among
states, counties, LEAs, and even school buildings, but the selection of children to be served
within each school is based solely on educational criteria.29 The circumstances of the
vocational education program are not entirely comparable--for one thing, there is now no
income-based allocation of Perkins funds to schocls (the proposition that there should be is
discussed below). Nevertheless, it is hard to explain why, if pupil selection on the basis of
poverty is unnecessary and undesirable in compensatory education, it should be deemed
appropriate under the Perkins Act. There is no necessary relationship, especially at the
postsecondary level, between someone's personal or family income and his or her need for the
types of supplemental services to be provided with Perkins funds. Thus, the rationale for
using poverty-related indicators to identify individual target group members is in doubt and
merits reconsideration by Congress.

The rationale for using general academic disadvantage, or low academic performance, as
a selection criterion also merits examination. Performing poorly in academic subjects or on
standard tests that emphasize academic skills is not necessarily associated with difficulty in
learning vocational subjects. It is true, of course, that students lacking pertinent basic skills
are unlikely to perform well in certain occupational fields. but the connections between general
and occupational skills are likely to be field-specific (i.e., some vocational fields are likely to
require a certain level of mathematical proficiency, others a certain level of verbal proficivilc .

29The rules for allocating Chapter I funds to LE.As are in 34 CFR. Secs. 200.21-200.25;
those for selecting schoois are in 34 CFR. Sec. 200_50; and those for selecting pupils are in 34
CFR, Sec. 200.51.



38

and so forth). The question, therefore, is one of specificity: should general academic
performance be the criterion for target-group membership, or should more specific indicators
of adequacy of preparation be considered in selecting the recipients of Perkins-funded
supplemental services?

The foregoing points suggest that several alternative conceptions of the appropriate
make-up of the disadvantaged target group should be considered. The status-quo arrangement
is, of course, to reta'm the dual criteria of economic and academic disadvantage, which means,
in effect, leaving it to each state to decide whether to serve economically or academically
disadvantaged vocational students or some combination of the two. It is compatible with this
approach, however, to tighten the criteria of economic and academic disadvantage, as suggested
earlier, and/or to introduce the aforementioned requirements to concentrate funds and to serve
those in greatest need first. One alternative to the status quo is to drop individual poverty as
an eligibility criterion and define the target group on the basis of educational disadvantage
only. This would respond to the criticism that singling out students for special assistance on

the basis of their personal or family incomes is questionable and resolve the mystery of
what special services are appropriate for students who are poor but have no academic
problems. It should be noted, however, that this change would diminish the redistributive
character of the Perkins disadvantaged set-aside grants and might be deemed to conflict with
the Congressional intent of expanding vocational education opportunities for the economically
disadvantaged.

An almost contrary alternative is to make both economic and educational disadvantage
necessary conditions of eligibility for Perkins-funded services. Under this option, federal aid
would be reserved for students who are (a) poor or from low-income families and (b) who
have either limited access to vocational education or inadequate preparation for the available
programs. This option would reaffirm the redistributive aspect of the federal purpose, while
at the same directing Perkins-funded services to individuals with special educational needs.

Finally, a more radical alternative is, instead of continuing to focus on individuals, to
earmark Perkins funds for schools with high concentrations of low-income students. Grantees
would be required, under this option, to identify !ow-income schools, allocate their Perkins
disadvantaged set-aside funds among them, and then, within each such school, deliver
supplemental services to students selected according to educational criteria. This would meld
the criteria of r'conomic and educational disadvantage in much the same manner as under
ECIA Chapter 1. Rules analogous to those of the latter program would have to he developed
to guide the interschool allocations and to guard against fiscal substitution at the .:h()))-
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building level." The intent would be to make the funds available either to expand and
upgrade vocational offerings in the designated schools or to help students participate in
vocational programs for which they would otherwise have been inadequately prepared.

That such disparate alternatives seem to have valid claims for consideration reflects
basic uncertainties about the purposes of the disadvantaged set-aside grants under the Perkins
Act. Is the purpose mainly remedial--to help individuals who are inadequately prepared for
vocational programs--or is it mainly compensatory or redistributive--to shift resources in favor
of students from low-income families. Only Congress can settle the issue, and the next
reauthorization provides the opportunity to do so.

The Concept of "Needing Special Assistance to Succeed"

The requirement that students with handicaps or economic or academic disadvantages
must also "require special assistance to succeed" to qualify for Perkins-funded services is
written into the law, but it is difficult to apply and subject to abuse. Judgments about which
students need special help to do well are inherently subjective, and admitting them into the
student selection process effectively allows local vocational educators to select participants
according to criteria of their own. A particularly troublesome possibility is that some grantees
may turn the criterion around, asking not just "which students need special assistance to
succeed?" but "which students, given the !evels of special assistance that the grantee intends to
provide, hav ,! a reasonable likelihood of succeeding?" The effect of the latter could be to
divert Perkins funds away from students who have the most severe needs (and are most
difficult to serve) and toward those who are the most likely to do well in standard vocational
programs.

More important, neither the Congress nor OVAE/ED seems to have taken into account
that whether a student needs special assistance to succeed depends on the particular
occupational program in which that student enrolls. Even students with severe handicaps or
disadvantages, if placed in sufficiently low-level,' undemanding programs, might be said not
to require special help to complete the programs successfully: hence, taking the "needs special
assistance" clause literally, one would have to conclude that such students would not quailly for

3c'This option comes in two versions, corresponding to two different assumpti-,ns about the
intrastate fund distribution process. The more limited version, corresponding to the
assumption that the present method or distributing funds to LEAs and postsecondary
institutions will be retained, pertains only to :Ilocations among schools within muiti:,chocd
LEAs. The more extensive version, which reflects the assumption that the present intrastate
allocation process would be scrapped, calls for allocations of funds by the state directly to
indi% idual schools ( including postsecondary schools) with the 1:krgest concentrations (it' low -
income students.
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Perkins-funded services. Thus, the criterion of requiring special assistance to succeed could
again be used to deny resources to some of the students most in need.

More fundamentally, the idea that there is a certain subset of students who need special
services to succeed--presumably in the programs in which they would have been placed
anywayreflects an overly narrow and static vision of how the handicapped and disadvantaged
are to be helped witli federal aid. The idea makes sense only if one assumes that patterns of
student placement in programs should not themselves be altered by the availability of Perkins
funds. A very different conception, and one arguably more in keeping with the
Congressionally proclaimed "opportunity" goal, is that the availability o,:" federally funned
supplemental services should allow handicapped and disadvantaged students to enroll in and
complete higher-level vocational programs than they would have been able to undertake other-
wise. For instance, a student who, without special assistance, might have qualified only for a
clerical skills program might, with that special assistance, qualify instead for a bookkeeping or
business management program; or a student who, with no extra help, might have hoped only to
prepare for a production line job, might, with such help, have a chance instead to become a
skilled technician. Once one stops thinking of placements as predetermined and focuses
instead on how placements may be upgraded, it becomes evident that "does this student need
special assistance to succeed?" is not the right question. ("To succeed in what?" is the obvious
reply.) One might better ask, "can this student, with appropriate special assistance, succeed in
a more challenging or promising field than he or she would have been placed in otherwise?"

One alternative to the present provision would be a replacement based on more
specific, less subjective educational needs. Eligible students might be defined, for example, as

those who have inadequate preparation to perform adequately in high-quality vocational
programs or in the vocational programs of their choice. It would be desirable, in conjunction
with this option, Lo make clear that the Perkins equal access rules (see Chapter 7) bar grantees
from denying admission to programs to handicapped or disadvantaged students who would have
a reasonable chance of participating successfully if given the supplemental services provided
for under the Act. Another alternative would be to eliminate the "needs special assistance"
provision entirely but to inset into the Act explicit statements of how disadvantaged set-aside
funds are to be used--namely, to expand vocational education offerings for the disadvantaged
(in places where such students are concentrated) and to upgrade the placements of individual
disadvantaged students, as discussed above.

Equity in the Distribution of Senices

The elasticity of the present target-group definitions and student selection pro edures
also has implications for equity in the distributi'in of benefits under the Perkins Act.
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Because state and local authorities have broad discretion in defining target groups and deciding
whom to serve, student selection patterns are likely to vary markedly from place to place. A
student who would qualify as handicapped or disadvantaged in one state, LEA, or
postsecondary institution may not qualify in another. Students with similar disadvantages who
are served by different LEAs or institutions within a state may receive widely varying amounts
of supplemental resources and services. Even within a single LEA or postsecondary institution,
students with disadvantages of comparable severity may be afforded unequal access to
programs and unequal supplementary services within them. This disparate treatment of
students with similar characteristics and problems can be viewed as c form of horizontal
inequityunequal treatment of equals.

Some such disparities are inevitable under a federal grant program that places decisions
about whom to serve and how to serve them in the hands of state and local officials. They
can even be cowidered signs of healthy diversity in responding to varying focal circumstances.
The issue is one of degree. Disparities can become so large that they eclipse the idea of a
national program aimed at national, Congressionally defined purposes. Narrowing the
definitions of handicapped, disadvantaged, and vocational student (or establishing student
selection procedures and priorities) would reduce the scope for disparities, but narrowing them
too much could inhibit the grantees' ability to respond flexibly and creatively to state and local
problems. Whether the right balance has been set between flexibility and equity is an issue
Congress should consider, in light of full information on the elasticity of the present
definitions, during the next round of vocational education legislation.

Federal Neutrality Regarding the Services to be Provided with Perkins Funds

Finally, we need to examine certain implications of the present Perkins definition of
permitted uses of federal funds. This definition, as explained earlier, is broad and
unrestrictive. Local grantees (or states) have nearly total authority to decide what kinds of
supplemental resources or services to procure for their handicapped or disadvantaged students
and what types of vocational programs to support with the federal set-aside funds. The issue
is whether this degree of permissiveness is desirable: Is the federal government's essentially
neutral stance with respect to uses of Perkins grants conducive to achieving Congressionally
defined vocational education goals? Consider, first, the implications of federal neutrality with
respect to the types of resources and services to be provided to target-group students. The
federal rules assert no preferencec nr priorities among such ser' ices as
instruction, task.: skills instruction, and guidance and counseling or among such resource inputs
as staff. materials, a. d equipment. The lack of prescriptiveness in these respects reflects the
,Aenerally well- founded belief that decisions about such aspects of educational substance and
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program design are best made at the state and local levels. There is a serious problem,
however, the playing field is not level. Other provisions of the Perkins Act, notplAy the
supplemental services and excess cost rules and the service mandates, create incentives favoring
(a) outlays for ancillary services and remedial basic skills instruction over outlays for
augmented or improved vocational instruction and (b) outlays for equipment and materials
rather than for other kinds of resources. Without going into details here (the incentives are
analyzed in later chapters), the upshot is that the service mix may be distorted in ways that
are neither educationally desirable nor preferable from the federal perspective. The problem
can be dealt with in one of two ways: either by modifying the incentives or by redefining
permitted uses of funds so as to limit or preclude what, from the fecicral point of view, are
low priority outlays.

The statutory provision specifically authorizing grantees to expend Perkins funds on,
basic skills instruction is especially problematic in this regard. Although the statute says that
such instruction must be "related" to students' vocational programs, this limitation is not
reflected in any concrete manner in OVAE/ED regulations or guidelines. This means that an
unbounded share of the federal dollars provided under the rubric of vocational education can
be expended to teach remedial (or other) English and mathematics. For reasons to 'oe
explained later (see Chapter 6), spending for basic skills instruction is particularly likely to
involve the use of Perkins funds to supplant funds that would otherwise have been provided
from local, state, or other federal sources. But even apart from supplanting, there would
remain the more basic question of whether substantial amounts of federal vocational education
aid should b! usable for purposes other than strengthening vocational education itself,
particularly w hen there is larger-scale support from other sources for remedial and other basic
skills instruction. A review is warranted, therefore, of whether the authority to spend Perkins
funds on basic skills instruction should be retained, and if so, whether it should be retained in
its present unrestricted form.

The neutral federal stance with respect to uses of Perkins grants also extends to
allocations among vocational programs. Nothing in the Act distinguishes between programs or
occupational fields that do and do not merit federal support. In particular, there is no
indication that program quality is to be considered--no stipulation, e.g., that federal funds for
the handicapped or disadvantaged should be channeled to "high level" or challenging programs.
programs of demonstrated superior quality, programs that prepare students for groN ing or
well-paying occupations, or the like. The lack of such specifications (even in the f .rrri or
,tatements or intent) is worrisome i n l i g h t of the evidence that special- need student` 1.e
to be underrepresented. in the normal course of 1:,usiness, in vocational programs and id

with desirable attributes. Federal neutrality, in this context, could mean federal 'ut.;sii..i.tation
f the education of such students in relatiN ely low-level. relatively unpromising ocation.,l

f; b
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fields. It is at least arguable that the Perkins access goal, sometimes expressed as "improved
access to quality vocational programs for individuals who are inadequately served," requires
more positive standards with respect to the types of programs in which the handicapped and
disadvantaged are served, partly at federal expense.

SUMMARY: FINDINGS AND POLICY OPTIONS

The single most important point brought out in this chapter is that the present
definitions of the target groups, especially disadvantaged vocational students, are too broad and
elastic either (a) to convey clearly to grantees which students are to be served with federal
funds or (b) to ensure that the benefits of federal aid accrue to the students Congress
intended. The definition of "disadvantaged" is expansive enough to embrace a majority of all
high school vocational enrollees, making the class of potential beneficiaries too large to
constitute, in any meaningful sense, a target group. Also, the term "vocational student' can be
stretched to cover the vast majority of secondary and postsecondary enrollees, not just students

lied in organized programs of occupational training.

effects of definitional elasticity are exacerbated by the omission from the Perkins
fr tA of two key fund allocation principles: (1) that priority should be given Zo students
"in T est need," and (2) that funds should be concentrated on few enough students to make a
!ir,r1;cant educational difference for participants. Absent such provisions, there are likely to
e tirta:(or disparities among grantees, and even among a grantee's schools and programs, in the

numbers and kinds cf students who are served with federal aid and in the amnunts expended
per participating student.

Apart from definitional looseness, there are conceptual problems with the three t-,pes of
criteria--economic disadvantage, academic aisadvantage, and "need for special assistance to
succeed in vocational education"--stipulated for identifying disadvantaged students. The
rationale for including students on the basis of individual economic disadvantage (poverty)
is unclear and the relevance of general academic disadvantage is also questionable, since
neither criterion is necessarily associated with difficulty in learning vocational skills. The
stipulation that participants must "require special assistance to succeed" is the most troublesome.
not only because it can lead to perverse selections of beneficiaries but also because it seems
inconsistent with a major implicit purpose of federal aid--helping special-need students enroll
in and complete higher-level vocational programs than they would have been able to undertake

rt is urgent. the; el..; tu ieuusider which (.)f target-group mernberhir, are
irnropriate. how they :hould c:e formulated. and how they may best be combined.

The target-group definiLions appear to have been formulated maiitly with LEAs and
e:ondar% i;:hools in mind and are not readily applicable to post::econ,.:::';-. Ihere
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is a need to specify more precisely what definitions of "handicapped," "economically
disadvantaged," and 'academically disadvantaged" are to be used at the postsecondary level.

The neutral federal stance with respect to the types of services and programs to be
supported with Perkins handicapped and disadvantaged funds is a matter of concern, especially
considering the incentives grantees face to favor ancillary services and/or basic skills
instruction over vocational instruction. The authority to support basic skills instruction
with Perkins funds particularly merits review because such spending is likely to involve
supplanting and to divert resources away from improvement of vocational education per se.
Finally, the luck of any provisions concerning the quality of federally aided programs raises
doubts about whether the goal of "improved access to high quality programs" is likely to be
achieved.

Most of the problems, and hence most of the policy options, discussed in this chapter
have to do tvith the definition of the disadvantaged target group. Several options for changing
the make-up of this target group are presented. They include options for Cropping individual
economic disadvantage as a criterion or, on the contrary, requiring that students have both low
incomes and educational problems to be eligible. They also include the more radical option of
shifting from targeting of individual students to targeting of low-income schools. Options are
also outlined for tightening both the economic and academic criteria used to identify
disadvantaged students, limiting the label "vocational student" to individuals seriously involved
in vocational studies, introducing a concentration requirement and student selection priorities.
and replacir g with more appropriate requirements the stipulation that students must "require
special assistance to succeed in vocational education" to be served with Perkins funds. Finally.
suggestions are offered for respecifying the permitted uses of Perkins handicapped and

disadvantaged set-aside funds in ways more likely to promote improved access of special -need
students to high-quality vocational programs.

70
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4. THE SUPPLEMENTAL SERVICES AND EXCESS COST PROVISIONS

Although the principle that federal funds should augment, or supplement, nonfederal
funds theoretically applies to all Perkins grants, it is only in connection with the handicapped
and disadvantaged programs that it has been translated into explicit, quantitative fund
allocation requirements.31 The key requirements are the supplemental services and excess
cost rules set forth in Section 201(c) of the Act. In essence, these rules require that federal
funds earmarked for handicapped and disadvantaged vocational students shall be expended only
for services over and above those that regular vocational students receive and only to cover
costs in excess of the costs of regular vocational programs.

Uader the Perkins Act, the supplemental services and excess cost rules are closely tied
to the requirement for state-local matching of federal aid for the handicapped and
disadvantaged. State or local funds must match, dollar for dollar and on a statewide basis, the
federal funds expended for costs of supplementary services. Logically, however, the
supplemental services and excess cost provisions are separable from the matching provision.
There can be, and have been, excess cost requirements without matching and vice versa.32
This discussion refers, where relevant, to the state-local obligation to match the federal
contribution to excess costs, but a full discussion of matching is deferred to the following
section.

DESCRIPTION AND EVOLUTION OF THE REQUIREMENTS

Sections 201(01) and 201(c)(2) of the Act contain the supplemental services and excess
cost requirements pertaining to handicapped students and disadvantaged students, respectively.
The requirements are repeated, with one addition to the wording, in Secs. 401.52 and 401.53.

31The Perkins "supplement, not supplant" requirement (P.L. 98-524, Sec. 11303416H, which
applies to all grant programs funded under the Act, expresses the principle that federal aid is
to be used only for supplementary services, but no regulations implementing this provision
ha%e ever been issued. See the discussion of the supplement. not supplant requirement in
Chanter '7.

--Prior to 1976. there were matching requirmients hut no cost requltrient':,
Iedera; .ocational education program. Under the ;976 Amendments, grantees Were required
match .aj federal aid for the handicapped :-ind dis;:d '1ntaged. but matching ,;:as linked
excess ca t ()nly in cases where handicapper,' di;:: 7 antaged studen!s %,',Lre ed in
"mainstre....iiied" programs.
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respectively, of the regulations.33 These regulations (which are identical except that one
pertains to the handicapped and one to the disadvantaged) read as follows:

(a) A State shall use [federal] funds reserved for handicapped (disadvantaged)
individuals...only for the Federal share of expenditures that are limited to
supplemental or additional staff, equipment, materials, and services that are not
provided to other individuals in vocational education and that are essential for
handicapped (disadvantaged) individuals to participate in vocational education.

(b) If the conditions of handicapped (disadvantaged) students require a separate
program, each state may use these funds only for the Federal share of the costs
of the services and activities in separate vocational programs for handicapped
(disadvantaged) individuals which exceed the average per-pupil expenditures for
the comparable regular vocational education services and activities of the eligible
recipient.

The "federal share" of expenditures, referred to above, is set at 50 dercent; that is, one state
local dollar must match each dollar of the federal contributioa Lc ;;xcess costs (P.L. 98-524,
Sec. 502(a)(3)(A) and 34 CFR 401.94(b)(iii)).

The foregoing statutory language, looked at in isolation, may appear to leave some
doubt about whether the excess cost requirement applies to nonseparate ("mainstreamed")
programs as well as to separate vocational programs for handicapped and disadvantaged

students; however, the legislative history on this point is clear. The House bill that preceded
the Perkins Act provided that, with respect to services and activities for both the handicapped
and the disadvantaged, "[federal funds] may be expended only if such services and activities
exceed the recipient's per-pupil expenditure for regular services and activities."34 The Senate
bill contained wording identical to that of paragraph (a) of the current regulations, but only
with respect to funds for the handicapped.35 The resolution of these differences in the
conference committee was that

House recedes with an amendment to apply the Senate supplemental cost
language to both the disadvantaged and handicapped set-asides, except that the
use of Federal funds for separate programs for either population shall only be

The item added in the regulations is clarification that the "rcgalar" services to which
supplemental services and excess costs are to be added are "comparable regular vocational
educat:..,n services' provided by the grantee. The statwe failed to indicate that regular
oc-at.--nal services were to be taken as the base of comparison (see the comment at :0 FR

tfi 4164, 98th Con5.2,ress, 2nd Session, Secs. 413(12 i A and 413(

35S.2341. 98th Congress, 2nd Session, Sec. 201(c1.

'7r)
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for expenditures in excess of pE,r pupil expenditures [for regular services and
activities].36

it is evident that the conferees understood the Senate language pertaining to :he handicapped
to constitute an excess cost ("supplemental cost") requirement; that the House bill stated an
excess cost requirement explicitly; and that the final Act retained the Senate language and
extended it to the disadvantaged, while, in addition, applying the House's e, :,'.7s cost language
specifically to separate programs. It follows, then, that federal funds may be expended only to
pay for supplemental resources or services and only to pay costs in excess of the costs of
regular programs regardless of whether the handicapped or disadvantaged students are educated
separately or mainstreamed.

The significance of the paragraph pertaining to separate programs (paragraph (b)) in the
regulation quoted above is that it indicates the different kinds of cost comparisons required in
the cases of mainstreamed and separate programs to demonstrate that the excess cost rule has
been satisfied. If special-need students are "mainstreamed," the appropriate comparison is
between costs attributable to the special-need students and costs attributable to the regular
students in the same program; if special-need students are served in a separate program, the
comparison is between per-student expenditures in that separate program and per-student
expenditures in a comparable regular vocational program. The same excess cost principle
applies, but the appropriate base of comparison depends on how the students are served.

The supplemental services and excess cost requirements did not appear in the law prio
to the Perkins Act, y:.t they are not new to the federal vocational education program. An
excess cost requirer tent, based on the concept that federal funds (plus required state-local
matching funds) should be used only to pay for supplementary services, was created by
regulation in 1977 1,1:ilowing the passage of the Education Amendments of 1976. This
requirement stipulated that

The Comm.ssioner [of Education] will pay to each State an amount not to
exceed 50 percent of the excess cost (i.e., costs of special educational and
related services above the costs for non-handicapped land non disadvantaged
and non-LEP] persons of programs, services, and activities under the basic
grant...[and the grant for] program improvement and supportive services...for
handicapped [and disadvantaged and LEP] persons (composite of 45 C:-R Secs.
104.303(a) and 104.303(b), October 3, 1977).

An accompanying U.S. Office of Education (USOE) statement claimed that th rule

\v as necessary to carry ou; Longressional intent, as re.tle::.red St3tUtOry 12;IgU'ag0

nt erenc Report on H.R. -1164, C.0)?....,r,..\-,:inta/ Octc.,17...e7

107777---";. empty:.. is added.
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the special services needed by handicapped and disadvantaged persons. Unless federal funds
(and state-local matching funds) were applied to excess costs, this statement said, "funds
available to accommodate [the] special populations would be greatly reduced" (42 FR 53826).
With this justification, an excess cost provision similar to that in the Perkins Act was imposed
through administrative rulemaking.37,38

The 1977 regulations were also accompanied by the following illustrative and
explanatory language:

For example, if the cost of providing vocational training to the non-
handicapped student is $600, and the cost of providing vocational training to the
handicapped student it. the same class is $750, the State may use the combined
Federal [and] State and local [matching] funds to pay only the incremental costof $150 for the vocational education program for the handicapped student.

Alternatively, if the handicapped or disadvantaged student is placed in a
separate program, Federal [and] State and local [matching] funds may only be used topay those costs which exceed the average per pupil cost for vocational education fog
non-handicapped or nom-disadvantaged students (42 FR 53826).

Thu-, the excess cost requirement clearly applied, initially, to both mainstreamed and separate
programs for handicapped and disadvantaged students. Shortly thereafter, however, the
regulations were "clarified" at the behest of state agencies to stipulate that all costs of separate
programs for handicapped, disadvantaged, or limited English-speaking students could be
deemed excess costs.39 This rendered meaningless the stipulation 'hat federal funds could be
used to pay only the excess costs of such programs. It also established a strong fiscal incentive

371n an interesting discussion of the origin of the excess-cost requirement, Brustein (198 I)
explains that the USOE first issued proposed rules stating explicitly that federal funds (andmatching funds) could be used to pay the entire costs of program for the handicapped and
disadvantaged and did not have to be limited to excess or incremental costs (42 FR 18549).
According to Brustein, none of the comments on the proposed rules challenged this position,
and USOE prepared draft final regulations along the same line. However, a letter from thL
leading members (of both parties) of the cognizant House and Senate committees, sent to
USOE well after the comment period had closed, asserted strongly that limiting federal aid to
excess costs was necessary to conform w Congressional intent. USOE, says Brustein, acceded
to these members' wishes and issued the excess cost regulation cited above.

38 it seems surprising that T2SOE's j::tification of the excess cost rule did cite the
0 nsupplanting language in the t 976 Af;it::hirnents 94-482. Sec. 106(a)(6d, .vhi,:h could

e been construed. with stron supp,..ting precedent from ESE,A Title I. to .. :ionalize
m it inc: federal funds to cos s supplemental to the costs of regular state

nrc,gr3ms. The relationship between the Perkins excess cost and nonsupplanting rules is
further below and also in Chapter 7.

"'U.S. Office of Education, Notice of Interpretation. \larch 7. 1973. -171 FR
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for LEAs to place their special-need students in separate programs." Under the Perkins Act,
however, Congress restored the initial 1977 interpretation, making clear, once again, that
grantees may expend federal aid only fur excess costs of supplemental services regardless of
the mode of service delivery.

The Perkins supplemental services and excess cost rules obviously raise many questions,
not the least of which are how arious terms in the regulations are to be defined, interpreted,
and made operational, Tl e :utlowing two sections of this chapter deal with issues surrounding
the definition of supple mental serv;,s And the definition and measurement of excess costs.
These discnssions are "slowed by assess,nents of the probable effects of these rules on
resource allocation, additivity of federal aid, and other program outcomes.

DEFINING SUPPLEMENTAL SERVICES

The statute and regulations do not define supplemental resources or services precisely
but do give some important clues. According to the regulations quoted above, supplemental
resources or services must first, of course, be "supplemental"--that is in addition to regular
resources or services. Second, they must be resources or services "not provided to other
individuals" (i.e., nonhandicapped or nondisadvantaged students) in vocational education.
Tnird. they are supposed to be "essential" for handicapped or disadvantaged individuals to
participate in vocational education. These specifications need to be deciphered, and several
other issues of interpretation need to be addressed.

Determining that Services are "Supplemental"

Handicapped or disadvantages, students may be said to be receiving supplemental
services to the extent that the resources devoted to serving them in vocational education exceed
those devoted to serving regular students, or students in regular vocational programs.
I lentifying supplemental services is straightforward in principle where special-need students
receive all the same things as regular students plus, in addition, certain items that the regular
students do not receive. For example, if disadvantaged vocational students are instructed in
the same classrooms as regular students, by the same teachers, using the same materials and
equipment, and so forth and if, in addition, they receive extra help from teacher aides who
work ply with the disadvantaged, iien one can say that the aides are unambi7uously

e.g,, N ir Vocational Education Study 111) :ands Hoachlander, 1.. no . and 1...areau
(1985).
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supplemental resources, and the costs incurred to hire the aides are excess costs payable with
federal funds.

But in practice, confirming that supposedly supplemental resources are devoted
exclusively to the target-group students and not shared with regular students can be difficult.
In the example given above, disadvantaged vocational students are educated in the same
programs and classroom as regular students ("mainstreamed"). The teacher aides, paid for
with Perkins funds, are supposed to serve only the disadvantaged students, but what actually
takes place behind closed classroom doors is only minimally susceptible to local (much less
state or federal) administrative control. Such control is even less feasible when the supposedly
supplemental items consist of less-easily observable resource inputs, such as extra allotments of
the classroom teacher's time. Obviously, to the extent that nominally supplemental resources
are sh,,red, they cease to be supplem .1ntal, and the objective of giving target-group students
more resources than regular students receive is undercut. The difficulty of ensuring that
claimed supplemental resources are truly supplemental creates a gap between the potential
effectiveness and the likely effectiveness in practice of the Perkins supplemental services and
excess cost requirements.

Even apart from practical problems of verification, identifying supplemental resources
or services is not always simple, even in principle. Often, serving handicapped or
disadvantaged students entails replacing one type of resource with another. For example, if
equipment has to be modified to be used by handicapped students, the modified equipment is
a different resource from that provided to regular students, but whether it is also a
supplemental resource depends on whether it is more expensive than the regular equipment. If
there is no added expense, it seems fair to say that one type of resource has replaced another.
but nothing supplemental is involved; if there is some additional expense, a supplemental
resource has been provided only to the extent that the specially modified equipment is more
costly.41 In this case, showing that a distinctive resource has been provided to the
handicapped vocational students is not enough. A cost comparison is needed to establish that
the special item is supplementing--not merely replacing--something that regular
students receive.

More generally, handicapped or disadvantaged vocational students, especially when
educated separately, may receive different mixes of resources than regular stude.its in
comparable vocational education pi ograms. They may be taught by different types of

iln pra,:tice, however. grantees have apparently been allowed to claim the full costs
modified or specialized equipment, not just the extra costs, as ,,:osts of ,1,:pp:ernent:11
(or special-need students. This is a major loophole in tne excess .cost rt.1:2s. 1-7,7)r more on the
p,,int. see the discussion of excess cost measurement below.
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personnel (e.g., teachers specially trained to work with the handicapped), in different settings,
using different materials and equipment, and so forth. Where resource mixes differ substan-
tially, the determination of whether and to what extent supplementary services have been
provided has to rest on a comparison of total program costs. Attempting to identify particular
supplemental items becomes futile. One must calculate the cost of the entire package of
resources provided to the handicapped or disadvantaged vocational students and compare it
with the cost of the entire package of resources provided to regular vocational students.
Supplemental services exist only if and to the extent that the former exceeds the latter.
Unfortunately, making valid cost comparisons is easier said than done. Ultimately, the
prospects for ensuring that handicapped and disadvantaged students actually do receive
supplemental resources or services hinge on seemingly technical aspects of cost measurement, as
will be seen below.

The Requirement that Supplemental Services Must Be Service "Not Provided
to Ott- :r Individuals in Vocational Education"

In light of the above, what is one to make of the statutory stipulation that supplemental
services for the handicapped or disadvantaged should be services "not provided to other
individuals in vocational education"? Is this a qualitative or quantitative. distinction? Can
grantees use their Perkins funds (and nonfederal matching funds) to give target-group students
larger quantities of items that regular students receive (e.g., more materials, more computer
hours, more teacher time per pupil), or must they provide supplemental items that regular
students do not receive at all?

As explained above, it is possible only with certain program designs to identify discrete
supplemental resources, and hence it would be possible only with those same designs to insist
that such resources be qualitatively distinct. For example, in a mainstreamed program where
handicapped or disadvantaged students get exactly the same resources as regular students plus
certain clearly identifiable extra items, it might be feasible to limit the extra items to things
that regular students do not receive at all. But with other program designs, "supplemental"
necessarily refers to a quantitative distinction. Thus, the very fact that alternative program
designs are allowed under the Act--i.e., separate vocational programs designed specifically for
handicapped or disadvantaged students--indicates that providing larger amounts of resources,
rather than qualitatively distinct resources, is sufficient to comport with CA,ngressional intent.

OVA E, ED officials also seem to have interpreted the suprlernen I aces talc tc)

require quantitati e but not ne;:e.sslrily qualitative differences in resources.
interviewed far this study agree. for example. that supplemental ::er% ices may tal-:c the vim ,r)t

sizes in separate: pf(2grurns for the handicapped anta:4,:d Hr.
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more computer time per handicapped or disadvantaged student than per regular student. Thus,
the statutory phrase, "services not provided to other students in vocational education" has been
translated, in practice, into "services in amounts not provided to other students," This
interpretation is buttressed by clear statements in the law that Congress intended educational
judgments--decisions about how target group students should be served--to be made at the
state and local levels.° Requiring qualitatively different resource inputs would not only
contravene this principle but might be educationally perverse, as it could force grantees to
provide relatively low priority resources or services instead of those deemed educationally most
beneficial.43

The foregoing notwithstanding, grantees often act, according to OV.tE officials, as if
qualitatively different items must be provided. That is, LEAs often take care to associate
Perkins funds only with distinctive, easily identifiable items, such as aides who serve special-
need students, special equipment for the handicapped, and special need assessments not
provided to regular vocational students. This behavior is allegedly motivated by the desire to
minimize difficulties in demonstrating compliance with the Perkins rules. Grantees consider it
"safer," in the event of an audit, to be able to point to specific items provided exclusively to
the handicapped or disadvantaged than to have to show that such students are receiving
appropriately large extra doses of standard resource inputs. Such behavior is a matter of
concern (assuming that the characterization is accurate). If grantees are selecting services for
the handicapped and disadvantaged on the basis of compliance considerations rather than
educational criteria, the federal rules may be having adverse side effects on program substance.
The implications of such side effects on programs are considered further later in this chapter.

The Meaning of the Requirement that Services Must Be "Essential"

Sections 201(c) of the Act says that federally funded supplemental resources or services
must be "essential" for handicapped or disadvantaged students to participate in ,:ocational
education, but the term "essential" cannot be taken literally; it must be viewed as hyperbole in
the legislative drafting process. Proving that any input into education is essential in any field
of study or for any type of student is difficult or impossible. A literal interpretation only
rarely makes sense. For example, provisions for communication with deaf or blind students is

42 specific expression of Congressional intent in this regard appears at the end of P.L.
98-5:4 in a statement labeled "Vocational Education Policy' (Sec. 6).

43This is not to deny that in some cases a qualitatively iitTerent resource .er\ice
essential or is the item that makes most sense- -e.g., providing an interpreter for a deaf tudent
or modifying equipment so that a physically impaired student can use it. The point is that it
is up to the grantee to make this educational judgment.

f-
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signing interpreter or Braille text) are arguabl; "essential," but it is difficult to identify
anything comparable for disadvantaged chiltir-ii or for most other categories of handicapped.
If a criterion of "essentialness" were applied strictly, there would be very few justifiable
outlays of Perkins funds.

Without knowing what the drafters of the Act had in mind, one can do little more than
offer seemingly reasonable reformulations. For instance, one might read into "essential" the
not tons that supplemental services must be "germane"--i.e., related to the student's special
needs and chosen vocational program--and "educationally beneficial" for ite students concerned
(presumably in the opinion of education professionals). This is not much of a requirement,
however, since it requires nothing more of states than to behave reasonably by their
own lights. A different approach is to focus on process by requiring grantees to specify
supplemental services in the individual assessments conducted pursuant to Sec. 204(c) of the
Act. Whether either approach reflects Congressional intent (or, for that matter, whether that
intent goes beyond exhorting grantees to do worthwhile things with federal funds) is a matter
of conjecture. Thus far, the "essential" clause lacks a convincing interpretation, and clarifica-
tion would be welcome in the next legislative cycle.

The Relationship between the Supplemental Services and Excess
Cost Requirements

Because the supplemental services and excess cost requirements are intertwined both
logically and in the statute, the question arises of whether there are two requirements or one.
Are grantees required to spend supplemental dollars on handicapped and disadvantaged
students or to provide supp,,nental amounts of physical resources and services or both? In

principle, it would seem that the answer should be "both" because the two requirements are not
logically equivalent. One could incur excess costs without necessarily providing real
supplemental resources (e.g., by assigning more highly paid teachers to target-group students
than to regular students) or, conversely, one could provide supplemental resources without
incurring excess costs (e.g., by assigning lower-paid teachers, but proportionately more of
them, to work with target-group students than with regular students.

In practice, however, the distinction between the supplemental services and excess cost
rules is sustainable only where particular resource inputs can be identified as supplemental; it
breaks down wherever differences in resource mixes make such identification impossible. One
an speak. in the latter instances, only ,-)f supplementary resources in the aagregate. the

,Aa to determine ...hether adequate supplementary ier,..-)Lirces ha% e been pro.-)'
compare program costs. Thus, the t,.\.() Perkins requirements are !eparable \ 1, here particular

incremental resnurces are provided L.:,r the !:.1t-r-group ..:tudenr as I- 1:,,,7,2ur. in
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mainstreamed settings), but they merge into one where target-group students and regular
students are served in programs of different designs (as is likely when the two groups are
served separately). Where the distinction blurs, one car. speak meaningfully only of a

combined supplemental services/excess cost requirement and of tests of compliance based on
interprogram comparisons of total costs. Specifically, the total cost of a program for
handicapped or disadvantaged students needs to be compared with the total cost of serving the
same number of students in a comparable regular vocational program, and the test is that the
former must exceed the latter by at least the amount of earmarked federal aid plus required
matching funds. Ideally, the cost comparison should reflect interprogram differences in real
resource inputs, but as the following discussion of cost measurement will show, this is a

difficult feat to accomplish.

The Distinction between Mainstreamed and Separate Programs

The foregoing discussif ,n sheds light on the rationale for the statutory distinction
between the excess cost requirements applicable to mainstreamed and separate programs. In a
mainstreamed program, target-group students receive, by definition, many or most of the same
services (the "base program") as regular students. One can show compliance with the Perkins
rules, therefore, by demonstrating that (a) the base program is the same for both groups, (b)
identifiable supplemental resources are present in sufficient amounts, and (c) the supplemental
resources are actually devoted to to the target-group students." Only the costs of the
supplemental resources need to be considered. In contrast, if the target-group students are
educated in separate and differently designed programs, then the question becomes whether the
resource package provided to those students, taken as a whole, is larger by a sufficient amount
than the resource package provided to regular vocational students. Since resources in the
aggregate can only be be measured in dollars, the applicable test is an interprogram comparison
of total costs. The baseline for the comparison is, of necessity, the one prescribed in
Secs. 401.52(b) and 401.53(a)(2) of the regulations--namely, the cost of serving nonhandicappeci
or nondisadvantaged students in a comparable regular vocational program. Thus, although. the
Perkins distinctioo between mainstreamed and separate programs evolved partly by accident, as

440ne needs to be careful, however, about identifying the common base proeram that
target-group and regular students supposedly receive. If. fc.r example, the target-group
students arP "pulled out" of regular vocational classes for certain intervals to recok e rectal
services remedial instruction), it cannot be said that they are recei%in the full benefits
of the regular vocational instructional program. Instead, some of the regular instructional
program is being replaced by separate instruction. The excess cost in this case is ry,t the fall
cost of services provided in the pull-out setting but only the difference bet'. een that cost Lind
the cost of the missed regular instruction.
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a last-minute amalgam of provisions in the House and Senate bills, it does reflect a valid
difference between tests applicable to two different program designs.45

Perhaps a more important question is whether the mainstreamed-versus-separate

dichotomy holds up in practice--that is, is it likely to be clear in real-world situations whether
students are being served in a mainstreamed or a separate program? Unfortunately, the answer
seems to be "no" in some important cases. Suppose, for instance, that an inner-city high school
offers training in various manual trades. All enrollees in these programs are poor and/or
academically disadvantaged. Are they being educated in mainstreamed or separate programs?
If the latter, which are the "regular" vocational programs against which the costs of these
separate programs should be compared (especially if training for the same or similar
occupations is not offered in the LEA's more-advantaged high schools)? Or suppose that a
high school serves a broad range of vocational students bat that students tend to be sorted into
specific occupational programs on the basis of ability and academic performance. Those
training for such occupations as building maintenance (janitorial work) are disadvantaged (or
perhaps learning disabled or educable mentally retarded). Is the building maintenance
program separate or mainstreamed? If it is separate, what is the proper standard of
comparison for measuring excess cost, given that there is no building maintenance program for
regular vocational students?" Or suppose that only a handful of the students enrolled in a
particular vocational program (say, 10 percent) are nondisadvantaged--is that enough to say
that the program is mainstreamed? If those students depart, does the program then become
separate? These questions, though argumentative, demonstrate that the mainstream-versus-
separate distinction posited in the s. ite may not be meaningful in practice.

DEFINING AND MEASURING EXCESS COSTS

At this point, we need to inquire more carefully into how the costs of different
vocational education programs are to be measured and compared. The foregoing discussion of

45Strictly speaking, the relevant distinction is between programs with and without
identifiable supplemental resources rather than between mainstreamed and separate programs.
A separate program with essentially the same design as a regular vocational program (one that
differs, say, only in class size or in the availability of a teacher aide) could be dealt with in
the manner prescribed for a mainstreamed ,program under the statute- -i.e., by focusing only on
supplemental resources and their costs. Only the subclass of separate programs with truly
different program desigic actually requirec the special tre7,rnent set forth in the law,

'`'One ,:ould take the position. in this case, that none , the students in the 1..uilding
maintenance program qualifies for federal aid under Perk inH. since the program is designed for
such a low le\ el of ability that none of the enrollees requires -:pecial assistance to .su:,:eed. It
seems unlikely, however, that excluding low-income, low-pert :',7ming students n these 7.7-ound..:,

,,yould reflect Congressional intent regarding the students to be erved.
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supplemental services, replete with references to cost comparisons, may inadvertently have
given the impression that determining the excess cost of a program is a straightforward matter.
The truth is to the contrary. As one delves into the question of how excess costs should be
quantified, various conceptual and technical problems emerge. It is not clear which categories
of costs should be included, how certain resources (particularly teachers) should be valued or
priced, how certain other costs (e.g., of equipment) should be quantified, or how the "regular"
programs should be selected against which costs of special programs for target group members
are to be compared. Thus far, OVAE/ED has issued only minimal and fragmentary guidance
on excess-cost measurement, leaving major issues to be resolved locally or by states and raising
doubts about whether the excess cost rule will, or can be, adequately implemented and
enforced.

The following explanation of how to measure the excess costs of separate programs for
handicapped or disadvantaged students was provided by OVAE/ED in the form of an answer
to a question about ti e regulations:

Generally, an eligible recipient...would first identify each comparable program it
provides to non-handicapped or non-disadvantaged students. Then it would
calculate the total cost of operating each program on a fiscal year or program
year basis. At a minimum, all direct costs--such as salaries, supplies, and
equipment- -would be included in the calculation. Indirect costs may also be
included, These program costs are then divided by the number of Full Time
Equivalent (FTE) pupils served in each program to determine an average per-
pupil cost.

Using the same cost basis, the cost of operating the separate (or non-
mainstreamed) program for handicapped or disadvantaged persons would be
calculated on a per-FTE pupil basis (50 FR 33297).

Although the remaining steps in the cost comparison are not spelled out, they presumably
consist of (a) multiplying interprogram difference in per-pupil costs by the number of
handicapped or disadvantaged pupils served in the separate program to arrive at the program's
total excess cost, (b) aggregating excess costs over all of a grantee's programs for the
handicapped and disadvantaged, and (c determining, for each grantee and for the state as a
whole, whether excess costs are at least equal to the sum of federal aid plus required matching
funds. This guidance is helpful as far as it goes, but it is limited to the meLihanics of exzess-
cost computat,,his and does not reach the more troublesome substanLive issues of how
program costs should be defined, quantified, and compared. These issues are explored in the

ing pages.
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Cost Categories tn be Included in Excess-Cost Computations

One basic question concerns the range of cost categories to be included in the excess-
cost computations. The foregoing OVAF/ED guidance says that direct costs should be
included and that indirect costs may be included. The content of these categories--especially
indirect costs--is not fully specified. Leaving these matters loosely defined is problematic, as
it allows grantees to select definitions, and even to sw'tch definitions, so as to minimize their
obligations under the Act.

Uncertainties regarding the make-up of the direct cost category are relatively minor.
The OVAE/ED guidance refers to direct costs "such as salaries, supplies, and equipment."
These are presumably limited to the salary co: 's and other costs directly associated with
permitted activities under the Act, which include vocational instruction, some basic skills
instruction, guidance and counseling, and certain administrative activities (see the discussion of
permitted uses of Perkins funds in Chapter 3). Whether certain other items are chargeable
directly- -e.g., costs of facilities and pupil transporation--has not been made clear and needs to
be examined. Questions about the treatment of indirect costs are more troublesome. Allowing
indirect ,osts to be included at the grantee's option :s disturbing, as it invites grantees to do
the computations with and without indirect costs and then to choose the definition that yields
the higher excess-cost figures. Moreover, OVAE's failure to identify admissable indirect costs
and to specify how such costs are to be quantified leaves grantees ample room for maneuver.
To illustrate, suppose that an I EA that educates its handicapped vocational students in small
classes is considering whether to include indirect cots of plant operation and maintenance in
its excess-cost calculations. If such costs are allocable in proportion to numbers of classroc7is,
including them would be advantageous; if tliey had to be allocated in proportion to number
students served, it would not. In the absence of cost-accounting standards, grantees can pici
the method that works best for them, thereby manipulating the system.

But the major problem with indirect cost is more fundamental. Such costs, by
definition, are usually not attributable to particular programs in the sense that they are
incurred because those programs exist. Therefore, by admitting indirect costs into the excess-
cost computations, OVAE may be allowing grantees to pay with federal funds costs that would
have been incurred even if there were no extra services for special-need vocational studems
Suppose, for example, hat an LEA treates the salary of its director of vocational education is

an indirect ,:ost and allocates it between regular and target-group programs in proportion to
numbers of students served. Assuming that he same director's salary wcAild be paid e\en
the absence of the special programs. this edure in\ol\ es itTiLICE'rlit2nt rlOrlfeLir'ral ith

federal funds. This is supplanting, and Is Contrar to Corprcssional Intent not ,:ontran to

It appears, therefore, that al:owin4 odirect costs may ;..-,nflict with the Perkins
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supplement, not supplant requirement (see Chapter 6). At the very least, the legitimacy of
including indirect costs needs to be reconsidered in light of these potential problems.

Pricing of Teachers and Other Resources

A major problem in comparing costs across programs is that there are large variations
within school systems (and postsecondary institutions) in the prices paid for more or less
interchangeable resources, particularly teachers and other members of instructional staffs. One
vocational education teacher may be paid $20,000, while another, with greater seniority and/or
a postgraduate degree, is paid $40,000. Such salary variations can distort interprogram
comparisons. At a minimum, they introduce doubts about the validity of the cost figures., in
the worst case, they create opportunities for grantees to circumvent the excess cost rules.

To see why resource pricing is a problem, consider the following three highly
simplified hypothetical situations:

Case 1. An LEA educates regular and disadvantaged vocational education
students in separate classes of the same size. The teacher of each class is paid
$25,000 per year. The disadvantaged students, but not the regular students are
also served by a teacher aide paid $10,000 per year.

Case 2. Again, the regular and disadvantaged students are served in separate
classes of the same size. The teacher of the regular class is paid 525,000 per
year, while the more senior teacher of the disadvantaged is paid 535,000 per
year. There is no teacher aide.

Case 3. Once more, the regular and disadvantaged students are educated in
separate classes of the same size. The regular students are served by an
experienced teacher paid $35,000 per year. The disadvantaged students are
served by a less experienced teacher paid $25,000 per year and by a teacher
aide paid $10,000 per year.

What excess costs of serving the disadvantaged can legitimately be claimed in each instance?
The first case is clear-cut. The regular and disadvantaged students are taught by

teachers paid identical salaries. In addition, the disadvantaged students receive an

unambiguously supplemental resource. the services of the teacher aide. The aide's 510.000
salary is an excess cost, chargeable co Perkins funds.

Case 2 highlights the resource pricing issue. Suppose that the hypothetical LEA, citin-
actual salaries paid, claims that it eosts of S10.000 on behalf of tlie
disadvantaged. is this acceptable' All OVAE officials and other experts with whom this
of situation was discussed say "no.' .-easr.h is that although additional dollars
expended, no supplemental re, ave ':con provided. "A teacher is a teacher. they say.
.and the LFA should be ' iimply assigning a higher -pa', i reacher its
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disadvantaged students. But this position, reasonable though it may appear, is inconsistent
with both the previously cited OVAE/ED guidance regarding excess costs and the letter of the
statute. According to both, grantees are to add up program costs "such as salaries" and then
compare total costs between the regular program and the separate program for the
disadvantaged. There is no indication that some salary dollars should count in the cost
comparison but that other salary dollars should not.

The problem, in essence, is that using actual teachers' salaries in the cost comparison
conflicts with the premise that more experienced and less experienced teachers are equivalent
resources ("a teacher is a teacher"). A method consistent with that premise is to value teachers
at "standard," or average, prices. If the average vocational education teacher is paid $30,000,
for example, that salary could be attributed to each teacher, regardless of what the individual
teachers actually are paid. (The same applies, of course, to such other personnel as aides,
instructional specialists, and administrators, all of whom would be valued at the standard
salaries for their respective categories.) Under the standard-pricing method, the LEA in
Case 2 would be deemed to be providing teachers of equal value to the regular and disadvan-
taged students, and no excess costs would be recognized.47

In Case 3, the problem is reversed. A supplemental resource seems to have been
provided--the time of the teacher aide; but no extra dollars are expended on the disadvantaged
students. Can the LEA claim the salary of the aide as an excess cost and pay it with Perkins
funds? This case provokes some controversy. Some current and former ()JAE officials are
inclined to disregard the difference in teachers' saLries and treat the aide's salary as excess
cost. The standard-pricing method leads to the same conclusion. There is no dc;nying,
however, that this interpretation conflicts with a literal reading of the regulations. Moreover,
it has the disturbing implication that the LEA should be allowed to charge 510,000 in salaries
to the federal program even though it actually spent no more per disadvantaged student than
per regular vocational student.

470f ,ourse, if more experienced and less experienced teachers are not educationally
equivalent (interchange ible) resources, attributing the same standard salaries to both would be
incorrect. Suppose that the 1.,1:,A in Case 2 claims that experienced teachers are more effecti,e
in dealing wit`' problems of '.he disadvantaged and that therefore a real supplemental resource
is being provided by assignir experienced (and higher-paid) teachers to the disadvantaged
students. A,.:eptance of this educational judgment would logically imol,' allowing some or all
of the 510,000 salary differential as an excess cost. Note, however, that e'en if more
experienced and less experienced teachers were deemed nonequivalent, it would not follow that
the actual salaries of individuro teachers should be used in the cost comparisons. Standard
pri2ing would ,tilt be appropriate, but multiple classes of teachers would have to be recognized
(e.g., junior and senior teachers), and each teacher would he valued, for the purpose of the
cost comparison, at the standard salary for his or her class.
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These illustrations show that it is often unreasonable to compare costs between
programs for handicapped or disadvantaged students and programs for regular students on the
basis of actual salaries paid to individual staff members (or, more generally, on the basis of
actual resource prices). OVAE officials appear to recognize this. They seem not to take
literally the regulatory requirements to add up salaries and other program costs and then to
compare the resulting dollar tr,*.als between programs. Instead, they focus on particular,
allegedly supplemental resources and on the associated resource costs. But this suffers from
being ad hoc; .t relies on case-by-case judgments of which costs should count instead of on
general rules; and, most important, it is inapplicable to program designs that do not allow clear
identification of supplemental resources. Therefore, a more general alternative solution to the
cost measurement problem is needed.

The standard pricing method referred to above is an alternative well established in the
education policy literature. For instance, it is the method used in the large-scale studies of
costs of serving the handicapped by Kakz,lik et al. (1973) and Moore et al. (1988) and in the
cost-analysis portion Of the well-known Sustaining Effects Study of ESEA Title I (Haggart et
al., 1978). The investigators in these studies determined that using actual salaries and prices
was not an acceptable method of measuring excess costs. On the legal front, a step toward
making standard pricing an official policy was taken in formulating the "comparability"
regulations under ESEA Title L Under these regulations, LEAs were required to demonstrate
that per-pupil expenditures for instructional staff salaries were comparable in Title I and non-
Title I schools. but the portions of salaries based on length of service (longevity) were
excluded from the calculations." The point of the exclusion was to deal with the problem
that using actual saiiries distorts cost comparisons. Thus, there is precedent in both
federal education regulations and policy studies for basing cost comparisons on standard rather
than actual prices. Applying the same method under Perkins could be the key to solving some
otherwise intractable problems of interprogram comparisons of costs.

Costs of Capital (Equipment)

how costs of equipment are measured is of particular importance because equipment

purchases, which reportedly consume significant percentages of Po:!:ns funds, provide special
opportunities for claiming dubious excess costs. Such opportunities arise because costs
of equiprnen* re reported in school '.counts as current costs in th© 2a ecuipment is

4845 CFR. Secs. 116a.261b)(3), 116a..7.6(e). October 1, 1980. t is not clear what .he
rationale was under ESEA Title I for excluding seniority-based differentials from the cost
xrn;)arisons, while retaining differentials based on teacher training. Perhaps the decision
ref'ted a belief hat teacher training is a valuable -?source while teacher experience is not.
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acquired rather than as costs incurred over the years the equipment is used. This makes it
possible to claim excess costs of equipment for the handicapped or disadvantaged
disproportionate to the extra equipment, if any, that is actually provided to such students.

The following example illustrates the probie An LEA operates a program to train
regular students in word processing, in which each student uses word processors worth $1,500.
The equipment was purchased two years ago. This year, the LEA sets up a separate word
processing program for handicapped students (say, with a smaller class size) and again
purchases word processors worth $1,500 for each handicapped participant. The LEA claims
the entire $1,500 outlay per handicapped student as an excess cost, chargeable to
Perkins funds, since no equivalent outlays were made this year for the regular students. Such
a claim is probably valid under the Perkins rules, but from an economic perspective it is
completely spurious. In fact, no excess cost has been incurred; each student, regt'lar d
handicapped alike, has access to $1,500 worth of equipment. Yet by treating equipment costs
as current outlays and buying equipmeht for the handicapped in a different year from
equipment for regular students, the LEA is able to generate a large apparent excess cost on its
books. In this manner, accounting practices can subvert the intent of the statutory
requirements.

The problem described here can be viewed as another manifestation of improper
resource pricing. Pricing equipment at its full cost in the year of purchase and at zero during
the remaining years of its life is not a reasonable way to value the services of equipment used
in vocational programs. A more valid approach is to amortize the equipment over its projected
useful life For example, assuming that the $1,300 word processors in the foregoing
hypothetical case have five --year useful lives, one would attribute to each student $300 worth
of "equipment services" per year. Within this more reasonable accounting framework, it would
be immediately evident that the foregoing example involves no excess cost.

Another problem of equipment pricing, already mentioned in this chapter, is that of
deciding, when equipment for the handicapped or disadvantaged is different from equipment
for regular students, how much of the cost of the special equii,enent is "excess." The comments
of OVAE officials on this matter are disturbingly vague. Some officials seem willing, in the
interest of avoiding so-called "hair-splitting" rules, to allow grantees to claim the full costs of
specialized equipment as excess costs, even when the specialized equipment substitute:, for
standard equ.rnent provided to regular 'tadents. This. if' true, would be an abuse. From an
economic :tether thei-e ex;:ess ;:17-1

by comparH4 the value of ,..quiprrien'. ;.rov.ide(i per itandiL:a0r.:,ed or 1i',:ad\-anta;ed ';.tuderit vith
that pro,. ided per regular student. my if, and to the extent that. the in; rner exceed 'fie latter
is there a valid ba-is for claiming exces:;
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A final point about equipment pertains to the special provision in the Act stating that

Funds available to [grantees] for the disadvantaged may be expended for the
acquisition of modern machinery and tools in schools at which at least 75
percent of the students enrolled are economically disadvantaged (P.L. 98-524,
Sec. 201(d)(2)).

Since equipment is already included among the types of resources for which grantees may
spend Perkins funds for the disadvantaged under Sec. 201(c), the purpose of this additional
provision is apparently to indicate that equipment outlays net.d not be supplemental if made
under the stated conditions."' Thus, the foregoing concerns about how supplemental
equipment is identified and priced are rendered irrelevant by the statute in cases where 75
percent or more of a school's enrollees are economically disadvantaged. This provision can be
viewed as either a loophole in the supplemental services and excess cost provisions or as a
special incentive to provide better equipment in schools where disadvantaged students are
concentrated. Whether the latter result is realized is an interesting empirical question.

Identifying Comparable Regular Programs

Finally, an important question in excess cost measurement is how grantees are to select
the "comparable regular" vocational programs against which the costs of separate programs for
the handicap': or disadvontaged are to be compared. Although the regulations specify
neither the respects in which regular programs must be "comparable" nor the level of
aggregation at vhich comparisons must be made, the OVAE/ED Mterpet tion seems to be that
individual, occupationally specific programs are the proper units of comparison. For example,
a word processng program for the handicapped must be compared against a regular word
processing provarn, and an auto repair program for the disadvantaged must be compared with
an auto repair program for regular students. Apparently, comparisons of broader program
aggregates (e.g., all programs in business occupations or all programs in industrial arts) are not
considered appropriate.

The requirement for detailed program-by-program cost comparisons may seem to
maximize fairness in computing excess costs, but it could work, in practice, to the detriment
of handicapped and disadvantaged students. Suppose, for instance, that under the heading
"I-Aisinecs f ccupr tiOn S" n A offers higher -cost and lower-cost progranls and that most

4 -.nc.Jher wa.. of sayinv, the larrie thing is to declare that machinery and tools acquired
under Sec. 201(d42) is "presumed to be." or "deemed to e." supplemental or additional
equipment. These formulations were used in ED material accompanying the regulations (50
FR 33297-98).

s s
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disadvantaged students are channeled into the latter. Under these circumstances, the effect of
comparing costs between particular programs rather than between business occupations
programs generally is to reduce the excess costs that the LEA must incur for the
disadvantaged. Thus, where the full promise of equal access to services has not been realized,
OVAE/ED's prescribed method of selecting comparable programs may diminish the services
provided to students with special reeds.

Another problem is that grantees may not operate any programs for regular students
that are comparable to the specific programs offered to special-need students. Where no
corresponding regular program exists, a grantee has no baseline for the required excess-cost
calculations. Recognizing this possibility, ED indicated, in response to a question on the
regulations, that

When an eligible recipient can identify no comparable regular program within
its offerings then it may use the average per-pupil costs of comparable regular
programs offered by another eligible recipient. However, such costs must be
truly comparable. That is, cost differentials between the eligible recipients such
as salary levels would have to be ad justc.,d for [sic] (50 FR 33297).

But this a ivice falls short of solving the problem in at least two respects. First, given all the
difficulties of comparing costs among programs within a single school district, it is hard to
believe that interdistrict cost comparisons could be made validly. Individual LEA. are unlikely
to have either the expertise or the access to other LEAs' data needed to compare costs
properly. Further, there is little reason to assume, as a general matter, that regular programs

not found in one LEA will be present in neighboring LEAs. A program that serves low-
abilizy, low-performing (i.e., disadvantaged) students in one LEA is likely to serve similar
stl.tdent!', elsewhere (e.g., the building maintenance program cited earlier). Similar programs for
.tondisadvantaged, nonhand;capped students may simply not exist. Comparable regular
offerings may also not exist for programs offered in special schools (e.g., schools for
delinquents) and programs designed to serve the needs of particular local employers. Given
these difficulties, the feasibility of using external standards of comparison needs to he
reassessed. Alternatives should be considered, including more aggregative cost comparisons, as

suggested above, and, where neczss-ary, cost comparisons between vocational and nonvocational
programs.

Implications of Cost Measurement Problems

The excess cost requirement is supposed o play. a ventral role in ensuriny, that ft2J,21.31

Aid rot- the handicapped and di3advaivaged is used as intended by Congress. cut the foreging
discussion raises doubts that the present requirement, as interpreted and implemented by
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OVAE/ED, can perform that function t dequately. OVAL/ED has issued no detailed
explanation of what constitutes an excess cost and no instructions on how excess costs should
be quantified. It has not yet acknowledged, much less resolved, the kinds of conceptual and
technical issues outlined ab .e. In the absence of federal guidance, states and grantees have
broad latitude to decide for ,hemselves, in connection with each federally aided vocational
program, how many excess-cost dollars should be claimed and, charged against Perkins funds.
States and grantees have little reason to constrain themselves more tightly than the federal rules
require, since the more loosely they C<.1 define excess costs, the more federal aid they can use
for purposes of their own choosing. The probable outcome, therefore, is that grantees, under
the present rules, will use significant portions of Perkins aid to pay "excess costs" that would
be deemed inadmissable under even a moderately rigorous definition of the term.

IMPLICATIONS FOR RESOURCE ALLOCATION AND TARGETING

Now, having considered what the rules mean and how "supplemental services" and
"excess costs" can be interpreted, we turn to the implications for resource allocation and
targeting. The principal issue is effectiveness: how effective are the supplemental services
and excess cost requirements likely to be in ensuring that federal funds set aside for the
handicapped and disadvantaged translate into supplemental outlays and services for the
intended beneficiaries? In addition, such related issues need to be considered as whether the
requirements are "necessary," whether they are unduly burdensome, and whether they may have
undesirable side effects on vocational education services and programs.

The key to assessing the effectiveness of the rules is understanding what constraints
they impose on the grantee's. Are aid recipients effectively constrained to turn federal funds
into extra services for handicapped and disadvantaged students? Are they obliged to do more
for the handicapped and disadvantaged than they would have done in the absence of the
federal requirements? These issues are addressed here at ,wo levels. At the first level, the
question is what constraints the rules impose in principle and what allocative outcomes that
implies. "In principle," in this context, means assuming (a) full compliance with the letter of
the law and (b) that supplemental services and excess costs are defined rigorously (i.e., not as
they are actually defined now by OVAL/_D). At the second level, the question is how
effectively the rules are likely to constrain aid r ecipients in practice and what that portends for
rPcruiri'P taking intr% 1(-1-n int the -,canase, ,urrent definitions, thc. !ooph31,35.

a% ailable to grantees, and the difficulties in monitoring and enforcing compliance.

90
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Potential Effectivenes..., or Effectiveness in Principle

The effectiveness of the Perkins targeting provisions is essentially synonymous with the
degree to which they contribute to the additivity of federal aid; however, it is important to
distinguish clearly between two different additivity concepts. One is that federal aid for the
handicapped and disadvantaged should translate into resource and expenditure differentials in
vocational education between target-group students and regular students. The other is that
federal aid should add to the outlays and services that handicapped and disadvantaged
vocational students would have received in the absence of the federal grant program. The two
are not equivalent, and one does not imply the other. It is possible, for example, that
substantial expenditure differentials in favor of handicapped vocational students would have
existed even in he absence of the Perkins Act, which means that demonstrating intergroup
fiscal differentials should be easy, but this does not ensure that all, most, or any Perkins funds
will add to the expenditure differentials that would have existed anyway.

There is little doubt that the supplemental services and excess cost rules are adequate,
in principle, to guarantee resource differentials in favor of the target-group students. To be
in compliam.L, with these rules, each state has to be able to demonstrate that it incurs excess
costs for its handicapped and disadvantaged vocational enrollees equal to at least twice the
amount of its federal aid receipts under the handicapped and disadvantaged set-asides (twice,
because of the 50-50 matching requirement). Likewise, each LEA or postsecondary institution
that receives handicapped or disadvantaged set-aside funds has to be able to show that it
incurs excess costs equal to at least the sum of its federal grant and its share of the required
statewide matching contribution.50 If such compliance is demonstrated validly (i.e., excess
costs are defined and measured properly), then enough excess costs have been incurred to

exhaust federal grants and the required matching funds-- which is the first of the two
additivity criteria. Any shortfail in excess cost, either at the state or local level, would
indicate either that some federal aid has been expended for purposes other than excess costs of
supplementary services or that the required matching funds have not been provided, or both.

At the same time, it is equally clear that the supplemental services and excess cost rules
do not and cannot ensure, by themselves, that federal aid will be used additively in the second

50-r^ t_ cn
11G .1k./-.../ 111,1..1lIng 1Cyiiliefiletlb 111 the rernins Act havc always been interpreted as

statewide requirements only, not requirements applicable to individual local grantees. Whether
the matching obligation is passed on to local units and how state-provided matching funds. if
any. are apportioned among local units are decisions to be made by each state. Therefore. all
that can be said about the obligations of individual grantees to incur excess costs is that ,a)
each grantee must show excess costs at least sufficient to exhaust their federal funds. and (b)
locally incurred excess costs in the aggregate (plus any excess costs incurred directly by state
agencies) must sum to the statewide requirement.
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sense--namely, that it will add to the resources that would have been provided, or the excess
costs that would have been incurred, for handicapped and disadvantaged students in the
absence of Perkins grants. The rules may contribute to this kind of additivity in some
circumstances, but whether they do in any particular instance depends on how the grantee in
question would have behaved in the absence of Perkins funds and Perkins requirements. For
example, a grantee that would have spent nothing on its own for supplemental services for
special-need vocational students would (theoretically) be compelled to spend all its Perkins
funds on such services to comply with the excess cost requirement. In contrast, a grantee that
would have funded special services for the handicapped and disadvantaged generously (i.e.,
above the Perkins standards) even in the absence of federal aid would not have to increase its
outlays at all to satisfy the supplemental services and excess cost rules. The latter grantee
could simply "pocket" the Perkins set-aside funds (i.e., spend them on anything it likes) and
still demonstrate full compliance with the rules. In general, the more a grantee would have
done for target-group students on its own (in the absence of the Perkins Act), the less its reed
to spend federal aid additively to satisfy the supplemental services and excess cost
requirements.

If we define supplanting as a substitution of federal funds for nonfederal funds that
would otherwise have been expended for the purpose in question, then it is clear that the
supplemental services and excess cost rules are no bar to supplanting. These rules require only
that excess costs be incurred in amounts commensurate with Perkins aid but not that they be
greater than the excess costs that would have been incurred in the absence of Perkins.
(Whether the supplement, not supplant requirement in Sec. 133(b)(16) of the Perkins Act does
require additi%ity in the latter sense is an issue discussed separately in Chapte; 6.)

For a more concrete appreciation of what the supplemental services and excess cost
rules do and do not require in principle, consider the following multipart example involving an
LEA that receives Perkins grants for vocational education of the disadvantaged subject to those
rules:

1. Suppose that the hypothetical LEA funds a vocational program for
regular students at $1,000 per student and would, in the absence of any
federal aid, spend S1 ,100 per student on a comparable program for
disadvantaged students (i.e., this LEA is willing, without outside aid or
compulsion, to provide supplemental services worth S100 per
disadvantaged student).
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Suppose now that this same LEA receives $150 from Perkins for each
disadvantaged vocational student and, initially, that there is no matching
requirement." The LEA is not obliged by the supplemental services
and excess cost rules to add the entire $150 in federal aid to the $1,100
it would have spent on its own. Rather, its obligation is only to raise
the outlay differential in favor of the disadvantaged from $100 per
student to $150, which is the minimum excess cost required under
°erkins. Thus, if the LEA does only the minimum required by law, its
total outlay per disadvantaged student rises to $1,150, of which $150 is
deemed excess cost for the purpose of demonstrating Perkins
compliance. However, the net effect of the 5150-per-student grant
under these assumptions is to raise spending per target student by only
$50 compared with what it would have been otherwise. The remaining
$100 %r student displaces (supplants) nonfederal funds that would

se have been spent on the target students, freeing them for the
mineral use.

Jte that without the excess cost rule (and assuming no operative
nonsupplanting requirement), the LEA would have been able to
substitute all its Perkins money for nonfederal funds, leaving the outlay
per target student at $1,100. Thus, although the excess cost rule, in this
example, ensures only one-third additivity of federal aid (i.e., increased
spending of $50 per target-group student), it still yields greater
additivity than no rule at all.

3. Suppose next that a requirement for 50-50 matching of the federal
contribution to excess costs is passed on to the LEA by the state.52
This raises the required minimum level of spending per disadvantaged
vocational student to $1,300, as compared with the $1,100 that the LEA
would have spent voluntarily. The LEA, to comply, must add $200 per
target-group student to what it would have spent for each such student
in the absence of the federal program. That is, it must expend the
entire $150 per student in federal aid plus an additional $50 per student
of its own funds to satisfy the combined excess cost and matching
requirements. Note that in this case federal aid is 133 percent
additive--$150 in aid generates $200 in extra spending on the target-
group students.

4. The foregoing restits are highly sensitive to what is assumed about the
LEA's willingness to incur excess costs for the disadvantaged in the
absence of a federal requirement. If the LEA were willing to spend
¶1.300 per disadvantaged vocational student even in the ab,-ace of
federal aid, the federal grant, even with a matching requirL ent, would
have no necessary additive effect on spending. Without spending any
more than it would have spent voluntarily in the absence of aid, the
LEA would already be in compliance. In contrast, an LEA that would

"To simplify the example. it is assumed that there is a predetermined. ri od
:tisadvantaged \ ocational ".tudents eliciible for federally funded 5ervice,.. and hence that the
amount of federal lid per student can be determined unambiguousk

-\s noted above. there is currently only a statewide matching requirement and no L
ie% el matching requirement under Perkins; however, states can pass the entire matching
requirement on to grantees.
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have provided-zero supplemental services to its disadvantaged vocational
students in the absence of a federal program would be forced to
increase its spending by the full $300 per student (federal aid plus 50-
50 matching) to be in compliance. Note that it is only in this extreme
case - -an LEA that would do nothing for the target group on its own- -
that one can expect complete additivity of federal aid and matching
funds (i.e., 200 percent additivity of federal aid).

This example shows that the degree to which grantees are constrained by the
supplemental services and excess cost requirements varies greatly, depending on the grantees'
own propensities to support the Congressionally designated target groups. Grantees that would
have provided ample supplemental services to special-need vocational students even in the
absence of the Perkins Act (either because they consider it "the right thing to do" or because
they are compelled to do it by state or other laws) should be constrained miniwally, if at all,
by the Perkins requirements. For such grantees, Perkins funds for the handicapped and
disadvantaged constitute essentially unrestricted aid. In contrast, the grantees likely to be the
most tightly constrained by the Perkins rules are those who, left to their own devices, would
do nothing for target-group students, or who might even discriminate against them. Such
grantees would be obliged, as a condition of receiving federal aid, to provide services and
incur costs that would otherwise not have been forthcoming." The likely effects in inter-
mediate cases are that (a) the requirements will compel some grantees to provide more supple-
mental services and incur more excess costs for target-group students than they would have
otherwise, but (b) many grantees will be free to use portions of their Perkins grants to
supplant state and local funds, and (c) most grantees will be able to satisfy some or all of the
matching requirement with funds that would have been spent on target-group students Peen in
the absence of the federal prosran.

It is important to recognize, in connection with the foregoing, that many Perkins
grantees are required by laws other than the Perkins Act to provide supplemental services to
handicapped and disadvantaged vocational students. Every LEA is subject to the federal
Education of the Handicapped Act, which requires "free and appropriate" public educations for
all handicapped students, including handicapped enrollees in vocational programs Some LEAs
are also subject to more stringent requirements to serve the handicapped under state special
education laws. Although the disadvantaged as a class lack equal claims to supplemental
services, at least one subcategory of the disadvantaged, LEP students, does enjoy some of 'lie

' "This assumes, first, that c,,::npliance with the supplemental ser.ices and \cess
requirements is enforced--a condition taxen for granted in this discussion but r, )t in the
subsequent discussion of targeting effectiveness in practiceand, se,---Ind, that ,!--antees n,,d

choose to forego federal grants rather than comply with these am., rules--a
possibility also discussed below.
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same federal civil rights-type entitlements to services as the handicapped. In addition, some
states mandate extra help for other kinds of disadvantaged students, such as those who require
remedial instruction to pass state minimum-competency tests. Under such requirements, LEAs
would have to incur excess costs for Perkins target-group students even in the absence of the
Perkins Act. Consequently, for reasons spelled out above, the grantees are likely to be able to
demonstrate compliance with the Perkins supplemental services and excess cost rules without
adding anything to the services they would have provided and the excess costs they would
have incurred anyway.

For handicapped secondary students, in particular, the Perkins rules seem to add little,
if anything, to state and local obligations to provide supplemental services. Federal and state
special education laws compel LEAs to incur much greater excess costs for the handicapped
than anything required by Perkins, thereby rendering the Perkins constraints largely
nonbinding." The probable result, therefore, is that Perkins funds earmarked for handicapped
secondary vocational students will be used mainly to help pay for services that states and LEAs
were obliged to provide anyway under these other laws. If so, Perkins funds will Ix, mainly
substitutive: they will displace some nonfederal funds that grantees would otherwise have had
to devote to serving the handicapped in vocational education, freeing such funds to be used
for other purposes.55

In sum, the supplemental services and excess cost requirements, if fully implemented
and enforced, would guarantee the existence of certain minimum resource differentials in
vocational education in favor of handicapped and disadvantaged vocational students, but they
would not necessarily ensure that federal aid buys services that would otherwise not have been
provided. Their effectiveness in the latter respect is likely to be highly variable among
grantees. In essence, only grantees that would otherwise have done little Or nothing extra for
the handicapped or disadvantaged would be constrained to spend Perkins funds additively on

services for the target groups. Other grantees would be able to demonstrate compliance on the

"Estimates from studies such as Kakalik (1973) and Moore (1988) indicate that LhAs
typically spend twice as much per handicapped student as per regular student, which means
that the excess cost per handicapped student is of the same magnitude as total outlay per
regui4r student. The excess costs required under the Perkins Act are Ilkely to be only a small
fraction of that amount.

SST beenit has ech alleged. however. that the provisions of the Education if the HanOicapr.,ed
Act and otht r laws pertaining to the handicapped have not been implemented and enforced as
well in vocational education as other areas of secondary education. If the ef.ect
Perkins grants could be to induce LEAs to serve more of their handicapp-i students in
ocational rather than nonvocational programs. The corresponding r.et effect wOu.1

primarily a shift in excess costs from nonvocational to vocational programs !..,r the
handicapped rather !l an a net increase in excess costs incurred for the whole iiandi,:apped
population.
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basis of excess costs that would have been incurred anyway, and thus would be free to
substitute their Perkins set-aside funds for funds from state or local sources. It is especially
unlikely that the Perkins rules will generate incremental services for handicapped enrollees in
secondary-school vocational programs because such students already enjoy much
stronger claims to supplemental services under other federal and state laws.

Likely Targeting Effectiveness in Practice

There are at Last four reasons why the supplemental services and excess cost rules can
be expected to be substantially less effective in practice than in principle: (1) there are major
gaps, ambiguities, and loopholes in the definitions of supplemental services aad excess costs,
(2) grantees are free to take the Perkins fiscal requirements into account when deciding which
students and how many students to include in the target groups, (3) grantees are also free to
take the requirements into account when deciding how to serve students in Perkins-funded
programs, and (4) the fu!' compliance with the letter of the statute and regulations that was
assumed in the foregoing discussion of potential effectiveness is unlikely to be obtainable in
practice. Consider the implications of each of the above for resource allocation and targeting.

Gaps, ambiguities, and loopholes in the rules obviously work to the advantage
of Perkins grantees that want to minimize their fiscal obligations under the Act. By defining
supplemental services as broadly and loosely as the regulations (and OVAE/ED interpretations)
allow and choosing the least constraining permitted methods of quantifying excess costs,
grantees can comply with the rules while providing fewer supplemental resources than more
rigorous interpretations would require. The following are examples of some of the ways in
which grantees can exploit the looseness of the definitions to hold down the fiscal burdens of
compliance:

I. v .tees car claim as "supplemental" items that would not quality under
a ct definition of that term. For instance, OVA E will apparently
acc t as "suppler-rental" the full costs of specialized equipment or
may ials for hand;ca:.-,pea or disadvantaged students, not just the
amounts in excess d the costs of regular equipment and materia;s.

In the absence of guidelines on resource pricing, grant' es can inflate
their supplemental costs by assigning relatively highly paid personnel to
target-group students (especially in separate programs) and then
claiming seniority-bas:'d or training-based pay a1112rentials as exc!,
costs..

I3 use (DV AE 113- precr:e1:. the 31:,)%k.atie
\cess costs. gran' maniptil.ve their Jairned

ariuus elements 01 the in,lirect
proF.-arm.,
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Because there is ambiguity about the appropriate bases of comparison to
use in calculating the excess costs of special programs for the
handicapped or disadvantaged, grantees can select the so-called
comparable regular programs that result in the highest estimates of
excess costs incurred for the Perkins target-group students.

Every extra dollar of excess costs claimed by these means is a dollar that the grantee
does not have to contribute from its own funds to provide services for handicapped or
disadvantaged vocational students. Each such dollar can be used according for purposes of the
grantee's choosing rather than for purposes specified by the federal government. Grantees
have strong incentives, therefore, to claim whatever supplemental services and excess costs the
rules allow, up to the amounts needed to exhaust their Perkins grants.

Further opportunities for minimizing the effects of the supplemental services and excess
cost provisions arise out of the elasticity of the Perkins target-group definitions and student
selection rules (discussed in Chapter 3) and the consequent possibility of taking the fiscal
implications into, account when deciding how target groups should be defined. In general,
grantees can relieve themselves of fiscal obligations by including in the target populations
students to whom supplemental resources would have been provided, anu for whom excess
costs would have been incurred, even in the absence of the Perkins Act. The following are
some specific illustrations.

1. AU handicapped vocational enrollees in secondary schools carry with them
claims to supplemental services that would have to be satisfied regardless cf the
Perkins Act (i.e., claims to the special services prescribed in their IEPs).
Therefore, including them in the target groups is fiscally advantageous, as it
allows some excess costs that would have to be paid anyway to count towards
satisfying the Perkins requirements.

L. The same may apply to LEP students in vocational programs, for whom certain
extra costs of language - relates services might have to be incurred regardless of
the Perkins requirements.

3. Academically disadvantaged students who require remedial instructior in basic
skills, and who would receive such instruction regardless of the availai. ility of
Perkins funds, also are attractive target-group members for essentially the same
reason: costs of providing remedial basic skills instruction to such students count
as excess costs under Perkins if the state says such instruction is "necessary" to
accomplish the purposes of the Act.

It makes sense for similar reasons to include in the target 2.- ups any
handicapped or disadvantaged vocat'onal students for whops Jeater-than-normai
,:usts must he incurred because of the setting; or locations which the students
.1re served- -e.g.. students in magnet schools. special schoo:; for delinquents. and
a:ternative schoo's for c.iropoUts. Again, thi( :xcess costs. which would ha%
been incurred an: way. count toward satisryinc. the Per kins requirements
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The effects of these purposeful approaches to defining the target groups are to reduce
the fiscal additivity of Perkins grants for the handicapped and disadvantaged by allowing
grantees to spend federal aid on services that would otherwise have been supported with
nonfederal funds. Although one might think that such fiscal substitution constitutes prohibited
"supplanting," the Perkins nonsupplanting rule, as interpreted by OVAE/ED, is so weak that it
poses little if any obstacle to the tactics suggested above (see Chapter 6).

Opportunities for grantees to minimize the effects of the supplemental services and
excess cost rules by selecting certain program designs are implicit in the previously enumerated
"loopholes" in the definitions of supplemental services and excess costs. Special opportunities
to overstate, or "construe liberally," the excess costs of serving target-group students are
associated with certain types of resources and services. It follows that grantees have something
to gain by choosing the types of services most susceptible to "excess cost inflation." This could
mean favoring separate programs for the disadvantaged over mainstreamed programs (see the
comments on incentives and side effects, below) or, in mainstreamed programs, favoring
services whose supplemental character is inherently difficult to verify. It could also mean, for
reasons already mentioned, favoring remedial basic skills as a Perkins-funded service or using
Perkins funds to purchase equipment for handicapped and disadvantaged students. To the
extent that grantees do select services on this basis, the additivity of Perkins funds and the net
impact of the Act on services for target-group students would both be reduced.

Finally, it seems obvious that one cannot expect perfect compliance with the rules in
practice. .Actual compliance is likely to be a function of, among other things, the intensity of
monitoring, auditing, and other enforcement activity and the severity and probability of
penalties for violations. It is noteworthy in this regard that the OVAE/ED officials
interviewed for this study indicate that levels of federal compliance-oriented activity have
been very low (by historical standards) in the years that the Perkins Act has been in effect.
Apparently, there are few if any federal program audits of vocational education programs
supported with Perkins funds, and even the routine fiscal audits have been diluted under the
Single Audit Act.56 Consequently, in addition to the many opportunities available to grantees
to minimize the fiscal impacts of the ruses while complying fully with the letter of the law,
even the latter type of formal compliance cannot be taken for granted.

5 6The Single Audit Act 98-502), as its name implies, requires consolidated audits
all tederai financial aid tc a local entity provided by a given federal agency i in this case. :he
Education Department) instead of separate audits of aid provided under particular statutes or
programs, such as Perkins grants. The auditors, consequently, are likely to be less intimately
familiar with the specialized fiscal provisions and suhtleties of the individual programs, and
the rigor of enforcement is :ikely to be correspondinjv reduced.
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Necessity and Burden

Vocational educators have frequently claimed that the Perkins excess cost rules are
unnecessary and overly burdensome. Usually, necessity and burden are thought of as separate
issues, but logically they should be considered together. Presumably, the more necessary the
rules are for accomplishing the purposes specified by Congress, the more burden is justified;
and conversely, the greater the burden, the greater the need to demonstrate that an important
purpose is being served.

Before judging whether the rules are necessary, one must specify necessary for what.
Necessity is considered here strictly in relation to the resource allocation goals expressed or
implied in the statute--namely, that federal aid should buy extra services for handicapped and
disadvantaged students, over and above services that other students receive, and that it should
add to the resources that would have been available for handicapped and disadvantaged
students in the absence of the federal grant programs. Some critics call the rules unnecessary,
or "unduly restrictive," because they constrain grantees to do the very things called for by
Congress--to spend money on extra services for special-need students instead of according to
the grantees' own priorities. But that is a complaint about the legitimacy or importance of
federal goals rather than about whether particular rules are necessary for accomplishing them,
and so it is outside the bounds of the necessity issue, as understood here.

Necessity is difficult to prove because it depends on how grantees would behave in
pothetical situations. Everyone would favor abolishing the rules if it were assured that

handicapped and disadvantaged vocational students would be treated as well without them as
ith them. It is possible, of course, that this is exactly what would occur, but to believe it is

to discard the evidence that motivated Congress to impose the present constraints. That
evidence, in brief, is that many states and LEAs, prior to the Perkins Act, served relatively
few handicapped and disadvantaged students in their vocational programs; frequently served
them in low-quality programs; sometimes failed to spend even earmarked federal dollars, much
less their own dollars, on such students; and often did not provide the supplemental, higher-

Ct
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cost services called for by law.57 It was in reaction to such findings thal Congress formulated
the supplemental services and excess cost rules found in the current Ar,.

It is possible, of course, that hearts and minds have changed, but until that is
confirmed, there is little basis for judging the constraints less necessary than before. A
prudent conclusion today, based on past behavior; is that without federal requirements to spend
certain sums :In supplemental ser, ices, especially for the disadvantaged, many states and LEAs
would not allocate vocational education funds, federal or nonfederal, for that purpose. There
is little reason, as yet, to alter the conclusion reached by the NIE Vocational Education Study
in 1981: the supplemental services and excess cost requirements are flawed and need to be
improved in various ways, but without them it is likely that federal aid would mainly supplant
state and local funds and not produce the extra services for the target populations that
Congress intended.

Turning to the burden issue, there is no doubt that the supplemental services and
excess cost requirements impose significant administrative costs and burdens on grantees. To
demonstrate compliance with the rules, states, LEAs, and postsecondary institutions must keep
records that they probably would not keep otherwise. In particular, they must document the
supplemental nature of resources (in mainstreamed programs) purchased with federal funds and
must maintain accounting records adequate to document excess costs. Beyond these paperwork
burdens, administrators are obliged under the federal rules (theoretically) to control the uses of
resources in ways that would otherwise be unnecessary- -e.g., by ensuring that nominally
supplemental resources, such as the time of teacher aides, are in fact devoted to serving target-
group students.

There seems to be some tendency, however, to misstate the degree to which these
administrative burdens are attributable to the supplemental services and excess cost rules per
se, rather than to more general and more standard requirements of federal grant programs.
For example, it seems not to be appreciated that recipients of federal education grants are

generally required, under Part 74 of the Education Department General Administrative

Regulations (EDGAR), to keep time and effort records for personnel paid with federal funds,
records of equipment purchased with federal funds, and other records of the very kinds

finai report of the NIL Vocational Education Study (1981) surnmariLes Loth We
evidence on these matters that was presented to Congress before enactment of the 1976
Education Amendments and the evidence that was produced for the NIE study itself on
services for special-need ,Iudents during the period 1977-1980. The report of the Senate
Committee on Labor an Human Resources on the Senate bill (S.2.341) that introduced
the provisions now in the Perkins Act recapitulates the aforementioned evidence from the NIL
Vocational Education Study and cites later testimony to the effect that, as of 1984, special-
need students were still being inadequately served in vocational programs (Senate Report No.
98-507. 98th Congress, 2nd Session, June 7, 1984).

100
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needed to calculate excess costs. These fiscal accountability requirements would presumably
remain even if the supplemental services and excess cost riles were repealed. Nevertheless, it
is still true that the supplemental services and excess cost rites impose drains on administrative
resotyrzes that °the --ise would not exist.

How does balance these burdens against the necessity of ensuring that federal aid
translates into supplemental services and excess costs? Lacking quantitative data on both the
burdens and the (presumed) allocative improvements stemming from the rules, there is no way
to say whether, in the aggregate, the benefi_3 justify the costs. However, at least two points
should be noted about the relative balance in different situations: First, the supplemental
services and excess cost rules seem pointless as applied to Perkins set-aside funds for
handicapped secondary students. The reason, as previously explained, is that handicapped
students have rights to extra services and financial support under other laws that are much
farther-reaching than their claims under Perkins. If the handicapped need anything more, it is
not redundant excess cost rules under Perkins but rather a clear message that their claims to

appropriate services are as strong in vocational programs as elsewhere.
Second, the balance between necessity and burdens is clearly less favorable for small

grantees than for laige ones. Some small LEAs are probably entitled to less in Perkins aid for
the handicapped and disadvantaged than it would cost to maintain special records on resource
use (TEM Associhtm, Inc. and MPR Associates, Inc., 1987). Whether such LEAs should be
eligible to receive Perkins funds at all is an issue worth considering, since it is not evident that

thing ',.vcrthwhile can be done with such minuscule amounts of specialpurpose money: but
isuming that they will remain eligible for grants, it clearly it makes no sense to impose upon
.hem the same administrative requirements as apply to larger units. Thus, even if the
"tt..;:pemental services and excess cost rules are necessary in general, some relief for small

-Intees seems desirable.

Ranging more broadly, it is possible that other methods can be developed
,i....umplishing the purposes of the supplemental services and excess cost rules for which the

`.:1ance between benefits and burdens is better. One alternative, the model established for the
hapdicap pe d under P.L. 94-142, is to set standards for the services that individual students
must receive, regardless of the funding source, rather than to insist that federal dollars
translate into supolementary services. A tentative shift to such cn approach in vocational
.ducation is discernible in the service mandate provisions of Sec. 204(c) of the Act. Full%

developed, this approach could supersede the present supplemental services excess cost strategy
This possihility is explored in Chapter

1(1
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Incentives and Side Effects

Certain incentive effects of the supplemental services and excess cost rules have already
been discussed. This section deals with three frequently mentioned incentives that have not
yet been adequately examined. These are (1) incentives affecting the choice between
mainstreamed and separate programs, (2) incentives to provide ancillary services rather than
improved vocational instruction, and (3) incentives to "opt out" of the Perkins programs for
special-need (especially disadvantaged) students.

Prior to the Perkins Act, the federal vocational education program unquestionably
created a strong and overt fiscal incentive to serve handicapped and disadvantaged vocational
students in separate rather than mainstream programs, notwithstanding explicit Congressional
assertions that the opposite was intended.58 The final regulations issued pursuant to the 1976
Education Amendments allowed grantees to use Perkins funds to pay only 50 percent of the
excess costs of mainstreamed programs, but 50 percent of the total costs of separate programs.
This meant that a grantee had to pay half the excess cost of a mainstreamed program from its
own funds but could operate a separate program without drawing on its own funds at all.
Although this incentive was widely condemned as perverse and contrary to Congressional
desires, it remained in effect through 1985.59

Eliminating the tilt in favor of separate programs became an important item on the
agenda of the drafters of the Perkins Act. The 1984 Senate bill would actually have reversed
the incentive by allowing grantees to use federal funds for 100 percent of excess costs
mainstreamed programs but only 50 percent in separate programs.° However, the conference
committee adopted what it considered a fiscally neutral provision, requiring 50-50 sharing of
excess costs in both mainstreamed and separate settings. The conference committee's report
addressed the incentive issue explicitly, stating that

...it is not the conferees' intent in any way to encourage the creation of separate
programs for handicapped or disadvantaged students. Rather, it is intended that
the limitation of the federal share for non-mainstreamed classes to 50 percent of

s8The 1976 Education Amendments required states to use funds set aside for the
handicapped and disadvantaged "to the maximum extent possibie, to assist Vachj individuals to
participate in regrdar vocational education programs" (P.L. 94-482, Sec. I d), emphasis
added).

59See., e.g., Vocarional Education Study (1981i, Bensc.,n And H 111!
Hoachlander, Choy -Ind Lareau (!985).

"U.S. Senate, Corrmittee on Labor and Human Re,±.)UrCeS, ;10/1 AC C 0177 S 1

Report No. 93-507, 98t'l Congress, 2nd Session. p. 36.
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the costs above any average per pupil expenditure will eliminate any financial
incentive to place students in such classes.61

But elimination of the overt incentive does not necessari?y mean that neutrality has
been achieved. There are two respects in which the Perkins supplemental services and excess
cost rules may still make it attractive to place handicapped or disadvantaged students in
separate programs. First, the loose rules for measuring excess costs may make it fiscally
advantageous to operate separate programs. These rules, as explained earlier, allow grantees to
use various devices (indirect costs, resource pricing, equipment purchases, etc.) claim excess
costs greater than the true incremental costs of supplemental services. Because such
opportunities are more limited in mainstreamed settings, separate programs may allow grantees
to satisfy the excess cost requirement at lower net costs to themselves. Second, the preceding
point is reinforced by the greater compliance risk associated with mAinstreamed programs,
namely, that items labeled supplemental by grantees might be deemed nonsupplemental by
federal or state auditors. Recall that grantees are required in connection with mainstreamed
programs, but not separate programs, to identify specific supplemental resources and that
demonstrating that certain resources are supplemental is sometimes difficult. Therefore, the
combination of two incentives--greater opportunities for claiming excess costs and redaced risk
of audit exceptions--may induce grantees, even under the current Act, to favor separate-
program designs.

The same risk factors may also influence grantees to favor services whose supplemental
character is easy to demonstrate and to avoid other services, possibly of greater educational
value, whose supplemental nature is more difficult to prove. Specifically, there seems to be
reason for concern, based on findings from recent NAVE- sponsored surveys and case studies
(Swartz, 1989; Millsap et al., 1989), that several Perkins provisions, including the supplemental
services and excess cost rules, motivate grantees to spend Perkins funds on ancillary services
for the handicapped and disadvantaged rather than on improved or intensified vocational
instruction. The attraction of ancillary services is that they are more likely to be discrete,
distinct, and unambiguously supplemental. For example, target-group students can be offered
special tests, assessments, and guidance and counseling activities that regular vocational
students do not receive. In contrast, improvements in instruction are more likely to involve
quantitative differences in resource inputs (e.g.. additional teacher time or greater access to
equipment) or resources ..vhose uses within the classroom are hard to document e.g., the time
of teacher aides). The fear of audit problems, therefore, may discourage granters from

61 C- onf- erence Report on H.R, .1164, October 2. 19b4. Congressional Record- H-use, p H
1077S,
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upgrading instruction with Perkins funds. This bias in favor of ancillary services is also
reinforced by several other features of the Perkins Act--namely, that Sec. 204(c)
mandates certain ancillary services, that Perkins grants are likely to be too small to support
significant improvements in instruction, and that uncertainty about futur( federal aid makes
grantees reluctant to use federal funds to hire instructional staff. The net effect is probably
that ancillary services are oversupplied and instructional services are unthrsupplied, relative to
what would be educationally optimal.

A final concern about perverse incentives under the Act is that the supplemental
services and excess cost rules (and the z.ssociated matching requirements) may undercut federal
goals by inducing some grantees to "opt out" of the programs for handicapped and

disadvantaged students. A grantee can opt out by declining to apply for or accept its Perkins
funds for a particular program. According to the Perkins regulations, an eligible recipient has
the right not to participate and, if it exercises that right, is under no obligation to provide
supplemental services or resources to that program's intend-d beneficiaries.62 A grantee can
also turn back a portion of its earmarked Perkins funds to the state, thereby reducing
proportionately its obligation to provide matching funds from nonfederal revenues.
Conceivably, if the Perkins'rules cause some grantees not to participate, the net effect could
be to reduce, rather than to increase the services provided to handicapped and disadvanta Jed
vocational enrollees in that grantee's schools.

Whether opting out, or turning back Perkins funds, is an important problem is in
dispute. Benson and Hoachlander (1981) suggested that opting out could defeat efforts to

increase services for the target populations. More recently, Hoachlander (1988) cited turnbacks
of funds as reasons to abolish the excess cost and matching rules. Some OVAE officials
oelieve that significant amounts of Perkins aid, especially for the disadvantaged, may go
unspent. but others dismis,, the problem as minor and temporary. No one seems to be claiming
that turnbacks. even from the initial year of the Perkins Act, will amount to more man a few
percentage points of available funds. It seems likely that opting out is a transient phenomenon
and that LEAs will cease to refine aid once they have learned how to redeploy funds to satisfy
the Perkins rules.

Two features of the requirements are said to encourage opting out. One is that the
administrative burdens (discussed earlier) may outweigh the benefits, especially for -mailer

The following question and answer appeared H he material ac,:ompanvin7
regulations: "Que.stion. Is every recipient that is eligible to receive furldS Litie Part
for handicapped and disadvantaged persons required to accept and use these funds? 4
No. There is no statutory requirement that all agencies eligible to receive funds for ha..!i-
c-:apped and disadvantaged persons are required to participate in Federally supported voca;:onal
education programs for these populations" (50 FR 33302).
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recipients, of accepting Perkins funds (NIE Vocational Education Study, 1981; Benson and
Hoachlander, 1981). The other is that the Perkins requirement for 50-50 matching of excess
costs may require of grantees contributions that they are unwilling to make to federally
prescribed programs and target groups. It appears to be the matching requirement, rather than
the supplemental services and excess cost requirements as such, that creates the strongest
incentive for some grantees not to accept and use their Perkins funds. The incentive effects
of the matching requirement, including possible incentives to refuse aid, are discussed in the
following chapter.

SUMMARY: FINDINGS AND POLICY OPTIONS

The supplemental services and excess cost requirements, and the associated matching
requirement, are the main instruments in the Perkins legal framework for ensuring that federal
aid translates at least partly into extra services for handicapped and disadvantaged vocational
students. Without them, the Perkins grants earmarked for special-need students would amount
to little more than general-purpose fiscal assistance to states, LEAs, and postsecondary
institutions. Properly implemented and enforced, these rules would create resource differ-
entials in vocational education in savor of the handicapped and disadvantaged. In principle,
given the 50-50 matching requirement, these differentials should amount, in the aggregate, to
at least twice the amount of earmarked federal aid.

The effectiveness of the rules is likely to be much lower in practice than in principle,
however, partly because compliance with such rules is inherently difficult to enforce but
mainly because OVAE/ED has not issued specific, detailed, and rigorous guidelines as to what
constitute supplemental services and how excess costs are to be measured. Excess cost

measurement, in particular, is a technically complex process and one that, in the absence of
specific rules, afforA grantees ample opportunity to claim more excess costs than they actually
incur. a-antees 1-ave strong incentives to claim all the excess costs the rules allow, since each
dollar so claimer is one less dollar that a grantee must contribute from its own funds to serve
the federally sr ecified target groups. At the same time, each dollar by which excess cost is
overstated is a dollar lost .0 Ir'clicapped and disadvantaged students and a federal dollar
converted intc general aid.

Specifically, among the major "loopholes" in the present sketchy excess cost rules are

o OVAE: ED has formulated no oper:itional criteria for identlt...'ing
legitimate supplemental resources in mainstreamed programs:
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o Grantees are apparently allowed to claim as "excess" the total costs of
certain services and resources (especially costs of equipment) for the
handicapped and disadvantaged, not just the portion that exceeds the
cost for regular students;

o OVAE/ED's iliterpretation that indirect costs may be included in excess-
cost computations permits grantees to spend Perkins funds on services
that would have been provided anyway;

o The lack of any OVAE/ED guidelines on how instructional personnel
and other resources should be priced for the purpose of cost comparisons
creates major opportunities for inflating excess costs; and

o Vague definitions of the comparable regular programs against which
special programs for the handicapped and disadvantaged are to be
compared invite grantees to select standards of comparison that will yield
the highest excess costs.

In addition, the loose target-group definitions create additional opportunities to comply
with the excess cost rules without actually spending more than what would have been spent
anyway on special-need students. In particular, grantees can minimize their obligations by
selecting students for whom substantial excess costs would have been incurred even in
the absence of the Perkins Act, such as handicapped students served under P.L. 94-142 and
disadvantaged students receiving remedial basic skills instruction.

The rules may also have certain adverse side effects on educational programs.
Although a stiong pre-Perkins incentive to serve the handicapped and disadvantaged sepan tell'
has been eliminated, weaker incentives favoring separate programs remain. Concerns
about compliance may lead some grantees to spend federal funds on distinctive, unmistakably
supplemental ancillary services rather than on upgrading vocational instruction. The fiscal and
administrative burdens associated with the rules, especially the obligation to contribute
matching funds, may even induce some grantees to "opt out entirely, especially of the program
for the disadvantaged.

Even if the supplemental services and excess cost rules were tightened and the
loopholes eliminated, their contribution to the additivity of federal aid would still be limited in
one fundamental respect: such rules, even in theory, do not necessarily require grantees to

incur excess costs greater than would have been incurred anyway. Whether they do so in any
particular instance depends on how the grantee would have treated its handicappcc.! and
disadvantaged students in the absence of the Perkins requirements. Grantees, in dernonstratinc,
compliance. may claim credit eXeSs, 70StS that would have been incurred anyway
pursuant to the requirements cif other to oral or state laws) and thus are free, Aithout
the excess cost rules, to divert like amounts of Perkins set-aside funds to other uses. Thus.

the excess cost rule is not equivalent to, or a substitute for. a nonsupplanting requirement and
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does not obviate the need for establishing an effective nonsupplanting requirement under the
Perkins Act (see the findings on nonsupplanting in Chapter 6).

In light of the foregoing findings, two kinds of policy options need to be considered:
options for increasing the effectiveness and otherwise improving the existing supplemental
services and excess cost requirements and options for augmenting or superseding these
requirements with other targeting provisions. These may be thought of as 'tactical" and
"strategic" options, respectively. The former derive from the detailed technical discussions of
supplemental services and excess costs in this chapter; the latter are treated in later chapters
and so are referred to only briefly below.

Assuming that the. supplemental services and excess cost rules retain their roles as the
main targeting prwisions of the Act (i.e., that no strong nonsupplanting or service mandate
provisions are created--see Chapters 6 and 7), strengthening these rules is the main thing that
can be done to enhance the additivity of Perkins grants. This entails clarifying the definitions
of supplemental services and specifying how excess costs are to be quantified.

Clarifying the definition of supplemental services is important both to deter grantees
from claiming items that are not truly supplemental and to eliminate unintended incentives to
channel federal funds into services that are unambiguously supplemental but' not necessarily
educationally valuable. Under this option, supplemental resources and services would be
defined in detail in program regulations or guidelines, and examples would be provided of
appropriate supplemental services for the different target groups. The latter would make clear
to grantees that outlays for augmenting and intensifying vocational instruction for target group
members -- reducing class sizes, providing teacher aides, adding instructional time, etc.--are not
only acceptable but also desirable uses of federal aid.

Strengthening the excess cost requirement means specifying in operational detail, in
regulations or guidelines, how excess costs are to be defined and measured. It means
eliminating the many loopholes that now permit grantees to claim spurious and overstated
excess outlays on behalf of target-group students. To make the requirement more effective
and less leaky, detailed rules for quantifying excess costs would be developed and incorporated
into regulations or program guidelines. These would (a) identify eligible ad ineligible
categories of excess costs, (b) stipulate how the various types of educational resources,
speci:ically including the services of teachers and other staff, are to be valued for the purpose
of excess-cost comparisons, (c) explain which portions of the cost of certain types of expenses
(e.3.. equipment outlays) qualify as excess costs, and (d) define the costs of regular programs.
or oth(!r- standards of comparison, against which costs of ser, 111Q the handicapped and
disad\Antaged should be compared. With respect to the last of these, it should he recognized
that it is often infeasible to make comparisons at the level of the individual program betw een
costs of serving target-group students and r-gular st.idents, and provisions should i:e



82

considered for making cost comparisons at a higher level of aggregation. These could be
based, for example, on comparisons of the average costs incurred for target-group and
nontarget-group students in broader occupational categories, such as business occupations,
technical occupations, agriculture, etc.

In conjunction with the changes laid out above, it would be desirable to specify clearly
the types of accounting and other records that grantees need to keep to demonstrate that they
are incurring excess costs it at Lem the required amounts for target-group students. These

requirements (and perhaps other aspects of the cost comparisons) should probably be
differentiated by size of grant to avoid imposing pointless burdens on recipients of small
amounts of aid. (Alternatively, consideration might be given to establishing aid thresholds
below which quantification of excess costs would not be required.)

Turning to the strategic options, there are at least two alternative methods of promoting
the additive use of Perkins grants, still within the framework of the existing Act (broadly
construed), that do not depend primarily on stronger supplemental services and excess cost
rules. One is to make the Perkins supplement, not supplant rule rather than the excess cost
rule the central targeting provision. That rule, as explained in Chapter 6 is now virtually
uveless, as it has never been implemented by OVAE/ED or applied specifically to Perkins
grants for the handicapped and disadvantaged. However, if the nonsupplanting rule were
appropriately interpreted and implemented- -and, most important, backed-up by spscific
operational tests of supplanting--it could be made into a broader and more potent additivity-
enhancing tool than the inherently limited excess cost requirement. In fact, a broad
nonsup slanting provision would subsume the excess cost requirement, in that the same kinds of
cost comparisons as ap! called for by the latter would be among the tests used to ensure that
supplanting has not occurred.

The second major alternative to strengthening the supplemental services and excess cost
rules is to abandon the emphasis on additivity of federal aid in favor of the service-standard
strategy reflected (embryonically) in the service mandate provisions (Sec. 204(c)) of the present
Act. The principal concern under such a strategy would not be whether federal funds are
buying supplemental services but rather whether the target-group students are being served
adequately or in accordance with their needs. The prototype for this alternative approach is
the requirement in PA_ 94-142 that LEAs serve all their handicapped children "appropriately."
If a similar requirement applied to handicapped and disadvantaged enrollees vocational
programs, how federal funds were used would cease to be of intei.est. The only relevant issue
would be whether services or target-group members. regardless of how financed. satit*. the
federal standards. This alternative .,trategy is examined at length in Chapter
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5. THE MATCHING REQUIREMENT

Much has already been said in Chapter 4 about the Perkins requirement for state-local
matching of the federal contribution to excess costs. The emphasis in this chapter is on
whether or how matching reinforces the effects of the excess cost rules and alters the
constraints and incentives facing state and local authorities. To set the stage, the discussion
begins with a summary of the evolution of the Perkins matching rules and a r-citation of some
general findings about matching requirements from the economic literature on

intergovernmental aid.

DESCRIPTION AND EVOLUTION

Requirements Mr state-local matching of federal vocational education aid were included
in the Vocational Education Act (VEA) of 1963 and have been present in the law ever since,
but the applicability of these requirements to aid for the handicapped and disadvantaged has
varied over the years. The 1963 Act (P.L. 88-210) imposed a 50-50 matching requirement on
all vocational education grants to states by specifying that federal funds were to be limited to
50 percent of a state's expenditures for each of six authorized purposes (Sec 6(b)). The
inclusion among these purposes of vocational education for persons with "academic,
socioeconomic, or other handicaps" (Sec.4(a)(4)) established a separate requirement for dollar-
for-dollar matching of federally funded expenditures for the disadvantaged.63 However, no
federal aid was specifically earmarked for disadvantaged (or handicapped) students under the
1963 Act, and so this separate matching requirement did not apply to any particular sum of
federal funds. The Vocational Education Amendments of 1968 (PI,. 90-576) introduced
specific set-asides of federal funds for the handicapped and disadvantaged but substituted an
aggregative matching requirement for the former separate matching requirements for each
purpose (Sec. 124(a)). Consequently, between 1968 and 1976, no obligation was placed on
states or grantees to match separately the federal funds allocated to programs for handicapped
and disadvantaged students.

The Education Amendments of 1976 (P.L. 94-482) retained the set-asides and instituted
a requirement for separate matching of federal funds allotted to certain "national priority
programs," two of which were vocational services for the handicapped and

63The term academic, socIoeconomic, and other handicaps" ild not ,:over %vhat arc 110'N
called nandicapping conditions but applied instead to students now called "disacLantaged:
This distinction was brought out clearly in the 1968 Amendments (P.L. 90-576). which retair.,2d
she terminology of the 1963 Act but added a separate category of persons wit:i 'handicappin
conditions."

1FA
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disadvantaged. Under this requirement, states were required to match, dollar for dollar, the
20 percent of each state's aid allotment reserved for the disadvantaged and the 10 percent set
aside for the handicapped (Secs. 110(a), 110(b)). Moreover, as explained in the previous
chapter, a very important requirement was established by regulation: grantees were restricted to
spending set-aside funds for only the excess costs of programs for handicapped and
disadvantaged students. Thus, the 1976 Act altered the matching requirement in two
essential respects: first, it reinstituted separate matching of federal aid for the handicapped
and disadvantaged; second, it sharpened the matching requirement and gave it force that it
previously lacked (for reasons to be explained below) by applying it to the excess costs
of programs for target-group students."

Under the Perkins Act, the requirements for separate matching of federal funds for the
handicapped and disadvantaged have been retained, and the rule that both federal funds and
state-local matching funds must be used only to pay excess costs has been incorporated into
the statute. Currently, 50-50 state-local matching is required of both the 22 percent of
Perkins funds earmarked for the disadvantaged (including LEP students) and the 10 percent
earmarked for the handicapped (P.L. 98-524, Secs. 201(c) and 502(a)(3)(A)). The Congress has
also made clear that the requirement to match excess costs applies regardless of whether target-
group students are educated separately or in regular classrooms, thereby abolishing the

distinction in the previous law between the two service modes.
A notable feature of the matching requirement since its inception is that the rate at

which states are required to match federal vocational education aid has always been either zero

or 50-50. Moreover, the rate has always been nationally uniform, with no prevision for
variation in relation to state or loc. 1 fiscal capacity or other relevant factors. In the cases of
matching of aid for the handicapped and disadvantaged, the 50-50 ratio has even survived the
transition from matching of total costs to matching of only the excess costs of nrograms.

Certain aspects of the matching requirement that have been left undefined or
incompletely defined in the statutes have been clarified in regulations or through less formal
OVA E/ED guidance or, in some cases, through statements of intent in Congressional committee
reports. Among the most important issues so treated are (1) whet` -er the requirement applies
statewide or to individual grantees; (2) whether the obligation to -ovicle matching funds falls

64Shortly after the Education Amen ,ments of 1976 took effect, this tightened matchin2,
requirement was relaxed in two respec :. First. as explained in the previous chapter, the
requirement to match only excess costs was partly undone by allowing LEAs to claim as
"excess" all costs of separate programs for the handicapped and disadvantaged. Second, in the
1979 technical amendments to the VEA, Congress allowed, in effect, for state-local matching
at less than a 50 percent rate in cases of alleged financial inability of grantees to provide
programs (P.L. 96-46, Sec. 5(b)).
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on state or local agencies; (3) whether the requirement applies to particular programs,
activities, and services or only to broad purposes such as vocational education for the
handicapped; and (4) whether the state-local contributions must be "in cash" or "in kind." The
official positions on these matters, which in most instances have remained constant over the
yea,:, are summarized below.

The matching requirement in vocational education has always been interpreted as only a
statewide requirement. That is, a state as a whole must be able to demonstrate dollat-for-
dollai matching of federal funds, but matching at the individual LEA or institution level has
not been required. The regulations in force under the 1968 Amendments stated explicitly that
"the non-Federal share of expenditures under the State plan may be on a statewide basis" (45
CFR 102.133(b), Feb. 25, 1975). Similarly, the regulations adopted subsequent to enactment of
the Education Amendments of 1976 say that the State's matching share of expenditures under
the annual program plan may be on a state-wide basis" (45 CFR 104.302(b), 10/3/77).
Interestingly, such language does not appear in the rules adopted pursuant to the Perkins Act.
Nevertheless, OVAE/ED officials have made clear that they stand by the interpretation that
matching of aid for the handicapped and disadvantaged (and for other purposes) is required
only on a statewide basis, and states have been advised and act accordingly.

The issue of whether state or local agencies should provide the required matching funds
has essentially been left to each state to resolve for itself. The current Act says that

A State shall provide the non-Federal share of costs of projects, services, and
activities for handicapped individuals and for disadvantaged individuals ...
equitably from State and local sources, except that the State shall provide the
non-Federal share of the cost from State sources if the State board determines
that an eligible recipient cannot reasonably be expected to provide for those
costs from local sources (34 CFR 401.97, emphasis added).

OVAL / ED has explicitly declined to supply a definition of "equitable," saying that it is up to
each state to sr !cif}, an equitable division "in the first instance" (50 FR 33288). The
Department has indicated, however, that

An equ able division could involve a range of cost-sharing percentages across
eligible recipients based on relativ-! local ability or any other reasonable criteria
the State may choose (50 FR 33302).

According to OVAEIED officials. states are free to adopt different matching s:rategies
under these guidelines. One option is to satisfy al?. matching requirement wholly or in part
%vith state funds. This could mean appropriating categorical state r..r

supplemental services to handicapped and, or disadvantaged vocational students or earmarking
some portion of ,none general state aid for vocational education for that purpose. Another

111
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option is to "pass through" some or all of the matching obligation to local grantees. This could
mean requiring each LEA or institution to provide a dollar-for-dollar match of the federal
funds it receives, but it could also mean imposing different matching rates on different
grantees. For instance, a state might choose to distribute Perkins funds for the
handicapped and disadvantaged according to variable matching formulas of the kinds
sometimes used to distribute general state aid to LEAs." Note, therefore, that even if a state
chooses to pasP through the entire matching obligation to local grantees, this is not necessarily
equivalent to requiring 50-50 matching by each aid recipient. Although no study has been
done of how different states handle the matching requirement, OVAE officials say that
practice spans the full range of options mentioned above.

Judging from the views expressed by the same officials, it difficult to identify any
plausible rr-tching scheme that OVAE/ED, today, would reject as inequitable under the
regulation cited abotte. For example, imposing the entire matching obligation on individual
grantees has been deemed acceptable, even where some grantees have very limited fiscal
capaci4, despite the statutory stipulation that states shall provide matching funds if local
recipients cannot be expected to do so themselves. Whatever Congress meant by specifying
that the obligation to match must be distributed equitably has apparently not survived the
translation into practice.

Matching has also been consistently interpreted in the regulations as applying only to
the broad purposes, or uses of funds, set forth in the various Acts and not to particular
federally funded programs, activities, or services. Thus, for example, the pre-1976 regulation
says that "it is not necessary that Federal funds be matched by non-Federal funds for each
school, class, program, or activity....(45 CFR 102.133(b), Feb. 25, 1975). A grantee need
not show, for example, that it matches federal funds allocated to instruction in automobile
repair, remedial instruction, or guidance and counseling for the disadvantaged, provided that it
can demonstrate 3 50-50 match of federal funds, in the aggregate, expended on supplemental
services for disadvantaged students. In *ha Same vein, an ED response to a question on the
Perkins regulations states that

matching requirements apply on a total program basis, for example, the program
for disadvantaged persons or the program for handicapped persons [sic].
Therefore, non-Federal funds need not match Federal funds for each service or
activity supported (50 FR 33300).

65Long and Silverstein (1981) allude to variable matching formulas used by several -.-ites
o distribute federal vocational education aid under the 1976 Amendments i.e., prior to !he

Perkins Act).
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Similarly, in responding to a comment on the regulations, ED affirmed that "the matching
requirements [apply] in the aggregate and need not be applied on a project-by-project baris"
(50 FR. 33287).

These statements apparently mean that a state or grantee may claim as matching
contribution for the handicapped any excess costs incurred for supplemental services to
handicapped vocational students, less the costs charged directly against federal grants. The
same applies, of course, to matching of aid for the disadvantaged. The claimable contributions
are not limited to state or local funds spent on students who receive Perkins-funded services
nor to costs of the particular programs or activities that are said 'n be supported with federal
aid. For instance, an LEA that nominally spends its Perkins hahulcapped set-aside funds on
equipment for the handicapped may claim as its matching contribution nonfederal funds
expended on, say, teacher aides or guidance and counseling for handicapped vocational
students.

The issue of whether matching must be "in cash" or may be "in kind" has received a
surprising amount of attention, and the pertinent statutory provision was changed in a
technical amendment enacted in November 1985. The original Perkins regulations, reflecting a
statement of intent in the .conference committee report," stipulated that

Unless otherwise provided by the regulations in this part, a State or eligible
recipient may not use the value of in-kind contributions to satisfy a cost-
sharing requirement under the State Vocational Education Program (34 CFR,
Sec. 401.94(c)).

The technical amendment altered this rule by allowing in-kind matching of aid for the
disadvantaged (not aid for the handicapped), in cases where an eligible recipient otherwise
"cannot" provide the required contribution. The correspondingly revised regulation reads,

Contributions from local sources towards the non-Federal share of the costs of
projects, services, and activities for disadvantaged individuals under the
Vocational Education Opportunities Program must be in cash or, to the extent
the eligible recipient determines that it cannot otherwise provide the
contribution, in the form of in-kind contributions, fairly valued, including
facilities, overhead, personnel, equipment, and services (34 CFR, Sec. 401.97(b),
emphasis added).

The present situation, then, is that looser rules apply in deciding what constitute, matching for
the disadvantaged than for the handicapped.

66Conference Report on H.R. 4164, House Report No. 98-1129. 98th Congress. 2n,.:
Session, Item 236, p. 98.
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The terms "cash" and "ir. kind" are not self explanatory in this context. "Cash"

apparently means contributions from current-year appropriated outlays of states, LEAs, or
postsecondary institutions. "In-kind" contributions apparently include such things as donations
(of equipment, matt, ials, or services of unpaid personnel, as well as money), tuition receipts,
items purchased by grantees in the past, and even imputed overhead costs (note that some of
these would ordinarily be considered cash), Counting all these things as matching
contributions obviously eases the task of demonstrating compliance with the matching
requirement for the disadvantaged.

ASSESSMENT OF MATCHING REQUIREMENTS IN GENERAL

Before assessing the specific matching provisions in Perkins, it is helpful to consider
more generally the rationale for state-local matching and the consequences of attaching
matching requirements to federal aid. These matters have been examined extensively in the
economic literature on state-local and intergovernmental finance.67 Certain findings from that
literature shed light not only on the Perkins matching requirement generally but also on some
of its specific features and on possible alternative designs.

Purposes and Effects of Matching

It is generally understood that the fiscal objective of a federal matching requirement is
to generate more total outlay for the aided program or service than would be generated if the
same amount of federal aid were provided as nonmatching ("lump-sum") assistance.68 Whether

and to what degree this purpose will be achieved depends both on the form of the
matching grant and on the grantees' demands for the federally-aided services. The pure form
of matching grant most frequently discussed in the theoretical literature is an open-ended
version, in which the federal government agrees to bear a stipulated fraction of the cost of
whatever amount of the designated service the grantee chooses to provide (an example would

67A succinct theoretical discussiun of the effects of different forms of intergovernmental
grants, including various types of matching grants, appears in Wilde (1971); a theoretical
analysis of matching and nonmatching grants that focuses more specifically on local school
districts is pr.nt.ri in Barr'.? (1972). Many of the key theoretical and empiri,-al issues
concrning the :'iscal impacts of matching and nonmatching z:ants are 'discussed in a series or
papers in Mit.- zkowski and Oakland (1979).

niJnfiscal rationales have also been offered, such as (I) :hat a mat: :ng
requiremer.: "screens" grantees by requiring them to demonstrate tangibly their i: rest in the
aided program, and (2) that grantaes will oversee and manage the aided activities more
diligently if their own funds as well as federal funds are involved (General Accounting Office,
1980. cited in Long and Silverstein, 1981).

1r_
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be a federal offer to pay, without limit, 50 percent of whatever an LEA chooses to spend on
vocational education of the handicapped.) This type of matching grant stimulates spending by,
in effect, allowing the grantee to purchase the aided services at a "discount"--i.e., at a fraction
of full cost. Under a dollar-for-dollar matching arrangement, it costs the grantee only
50 cents to buy each dollar's worth of services. According to standard models of state-local
fiscal behavior, one would usually expect such a grant to generate more spending for the aided
service than would have been forthcoming either in the absence of federal aid or if the same
amount of aid had been provided in lump-sum (nonmatching) form.

The types of grants u_zd in vocational education are not open-ended, however, but
closed-ended--that is, each grantee is entitled to no more than a fixed amount of aid, no
matter how much that grantee is willing to contribute from its own funds. Once the aid
ceiling is reached under a closed-ended grant, there is no longer a price effect, or discount, at
the margin; further fiscal contributions by the grantee elicit no additional federal funds. A
grantee that willingly spends more for the service in question than the amount required to
match the fixed federal grant (i.e.. "overmatches" federal aid) therefo;e ceases to be affected
by the matching requirement. Federal aid in such cases, though nominally in matching form,
effectively constitutes lump-sum assistance.

There is little doubt that the matching requirements attached to federal vocational
education aid prior to the 1976 Amendments fit the pattern just described. Those
requirements pertained to federal aid in the aggregate and were not linked either to funding
for particular target groups, such as the handicapped and disadvantaged, or to excess costs.
All states spent several times (often ten times) as much on vocational education as the amounts
required to match their allotments of federal aid. This overmatching signalled that the federal
matching requirement was not a relevant consideration in determining levels of state-local
spending for vocational education. The same is true of the matching requirements
applied since 1976 to most federal vocatio education aid other than for the handicapped and
disadvantaged, specifically including the matching requirements applicable to Perkins program
improvement grants and grants for adults. The same conclusion does not apply to matching of
aid for the handicapped and disadvantaged under Perkins, however, primarily because the
linkage to excess costs alters fundamentally the character of the matching requirement.

Matching of Excess Costs

The concept of matching excess costs has received little explicit attention in the
econolc literature on intergo% erninentai aid, but one can fit uch mat 'ling into the standard
theoretical framework by thinking of supplemental services for target -group students as a
separate and gener2lly not very popular category of .,ervices. Stipulating that the item is
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relatively unpopular expresses the assumption that many grantees, in the absence of federal aid
earmarked for excess costs, would be disinclined to incur such costs, or at least to incur them
in the amounts desired by the federal government. The question, then, is how attaching a
matching requirement to the earmarked aid can be expected to affect state and local spending
for a good otherwise in relatively low demand.

Consider first the effect of simply earmarking federal aid for services not valued highly
by the grantee, setting ,natching aside for the moment. For con cri,',,ctiess, suppose that the
category in question is supplemental services for the disadvantaged. Presumably, if the
grantee's attitude toward supplemental services is no worse than neutral, the grantee would
accept the aid and provide what the government desires. (Some side benefit to the grantee can
normally be anticipated in such transactions, as, e.g., in the form of "leakage" of some of the
supposedly categorical funds into support for the grantee's general overhead.) The expected
outcome, then, would be a level of spending for supplemental services roughly equal to the
amount of earmarked federal aid. Assuming, somewhat more optimistically, that the
grantee merely has a low demand, rather than disintere3t or distaste, for providing
supplemental services to the disadvantaged leaves the outcome essentially unchanged. This
somewhat better-disposed grantee might be willing, in the absence of aid, to spend a small
amount of its own funds for such ser'ices, but that contribution would probably be supplanted
entirely by earmarked federal assistance. In sum, spending for supplemental services is
unlikely to exceed the amount of earmarked federal aid, except where the grantee would have
been willing, with no aid at all, to spend a substantial amount on its own.

How does a matching requirement alter this situation? In the absence of matching, the
grantee can accept the federal aid and provide the specified supplemental services at no net
cost to itself and with no diversion of funds from other, more favored activities. Once a
matching requirement is imposed, this is no longer true. The grantee must now add to federal
aid a contribution from ire own funds to buy a service that, as we have assumed, it does not
value very highly.69 To do so, it must reduce spending on some other service that it values
more. The fiscal response, under these circumstances, is likely to depend on a fine balancing
among conflicting considerations.

Four situations can be distinguished. First, assume that at least a few grantees value
supplemental services for the disadvantaged enough to support them generously on their own.
The level of support provided by such 2rantees would he eccentirilly ionffected even \ a

6 9 For the purpose of this conceptual discui-7ion it is implicitly assumed that the matchin.;
requirement applies at the level of the individua: grantee. That the Perkins Act actually lea'.s
it up to each state to decide whether to pass the requirement through to grantees is an
important complicating factor, which is iiscussed ,,eparately below.
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matching requirement linked to excess cost. Federal aid would merely relieve these grantees of
a fiscal burden they would otherwise have borne voluntarily, freeing up some nonfederal funds
for general use. Second, suppose that some grantee^ value supplemental services for the
disadvantaged enough to pay for some themselves, but not as much as the federal government
wants. Such grantees should be motivated to accept the federal matching grants and to
increase their total outlays for supplemental services by at least part of the amount of federal
aid. The reason is that these grantees can satisfy the matching requirement, wholly or in part,
with funds they would have spent on supplemental services anyway, thereby earning federal
aid dollars at no extra cost to themselves. Third, consider grantees that are not averse to
providing supplemental services for the disadvantaged but do not value them enough to pay
for any themselves. Some of these grantees may be persuaded by the offer of federal
cost-sharing to provide some or all of the supplemental services the government wants and to
pay the nonfederal portion of the cost. For such grantees, the "discount" implicit in matching
aid tips the balance; services that seem unattractive at full price become attractive when the
price is reduced by federal cost-sharing. Finally, consider grantees that are so disinterested in,
or opposed to, supplemental services for special-need students that they are unwilling to pay
even the nonfederal share of the cost. If permitted, these grantees would decline to provide
matching funds and would reject, or "ttirn back," their entitlements of earmarked federal aid
(see the later discussion of "opting out"). Assuming that eligible recipients exhibit the lull
range of preferences described above, all four types of outcomes are likely to be observed.

In sum, a theoretical analysis suggests that (a) tying matching to excess costs is the
crucial feature of the Perkins matching requirement, but (b) even with this linkage, the effect
of matching is likely to vary greatly, depending on each grantee's propensity to support
supplemental services for handicapped and disadvantaged students. If matching were not tied
to excess costs--i.e., if grantees could claim all their outlays for the handicapped and
disadvantaged, not just their excess outlays, as matching contributions--the matching
requirement would be meaningless. Most grantees would "overmatch" federal aid automatically;
compliance with matching would degenerate into an accounting exercise; and there would be
little if any stimulative effect on outlays for the target students.70 Linking the matching
requirement to excess costs does not guarantee that matching will generate additional services
for the target groups. Grantees may still 1-e able to satisfy all or part of the requirement with

7°This argument may be somewhat overdrawn in that it remains possible. even today. that
some LEAs, left to their own devices, would systematically exclude disadvantaged students
from vocational pro3rams and thereby incur very little total cost, not to mention excess cost,
for vocational education of the disadvantaged. Conceivably, such LEAs might spend, in tota;.
less than the amounts required to match federal vocational education aid for the disadvantaged.
If so, the matching requirement might affect spending even if it were not tied to excess cost
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funds that would have been spent anyway. But without the connection to excess costs, there
would be little reason to have a matching requirement in the law.

ASSESSMENT OF THE SPECIFIC MATCHING PROVISIONS IN PERKINS

Although the foregoing bract discussion applies in broad outline to the actual Perkins
matching provisions, it misses some important aspects of reality. Among the matters requiring
further examination are (1) implications of specific features of tne Perkins requirement- -
namely, that it is statewide, applies in the aggregate, and can be satisfied in part with in-kind
contributions, (2) interactions between the matching requirement and certain other Perkins
provisions, (3) differential effects of matching on outlays for the handicapped and
disadvantaged, stemming from differences in the circumstances of the two groups, and (4) the
connection between the matching requirement and grantees' rights to "opt out," wholly or in
part, of accepting federal aid and serving handicapped and disadvantaged students under the
Act.

Statewide Matching

That the matching requirement applies to whole states rather than to individual LEAs
or institutions changes its character significantly but in a manner that depends on how each
state chooses to satisfy its statewide obligation. States basically have three options, usable
separately or in combination. A state can match federal funds directly with state funds; it can
seek to fulfill the requirement by identifying outlays of LEAs and postsecondary institutions
throughout the state that qualify as matching contributions; and it can pass the matching
requirement through to the individual grantees. These may be termed the direct matching,
match-gathering, and match-delegating strategies, respectively.

Direct state matching is the policy most likely to produce the fiscal outcome apparently
desired by Congress--namely, that Perkins grants for the handicapped and disadvantaged
should generate supplemental services for such students valued at a multiple of the amount of
federal itself. Information is not available on how many states match Perkins funds
directly at the state level, but at least a few states apparently fall into this category. The
specific effects of direct matching would depend on precisely how a state distributes matching
funds and controls their uses. I he most straightforward distributional method is to allocate
state matching funds in proportion to federal funds (i.e., according to the statutory federal
formui,i,, but alternative methods can he used. For instance, a state can distribute marching
funds on an equalizing basis (in an inverse relationship to ability to pay) and by so ding
reach a more equitable outcome than by adhering to the federal formula. As to uses of funds.
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a state may add nothing to the federal rules, in which event grantees would have considerable
opportunity to substitute state matching funds, along with federal aid, for local funds that
might otherwise have been spent on target-group students; or, a state might limit opportunities
to supplant by stipulating the types of projects and activities for which federal and state aid
may be expended. The latter policy would reduce opportunities for supplanting and enhance
the additivity of the federal matching grants.

In contrast to direct state matching, the strategy characterized as "match-gathering" is
the least likely to generate net increases in the resources devoted to handicapped and
disadvantaged vocational students. It entails identifying as much ongoing state and local
spending as possible (i.e., outlays that would have been made regardless o. Peri,Ans grants) that
can qualify as matching contributions under the Perkins rules. The more such outlays can be
identified, the less "new" money the state needs to come up with to satisfy the Perkins
requirements. In particular, the match-gathering approach is likely to involve a search for
grantees that "overmatch" their own Perkins grants, so that their surplus matching funds can be
used to compensate for shortfalls elsewhere.71

Because of the wide latitude ;flowed states and grantees under the Act to define
supplemental services and excess costs, it would be unitsual for a state not to be able to fulfill
much or all of the matching requirement by identifying existing local outlays. As one OVAE
official noted, it would not take very clever bookkeepers to find much of the needed matching
money in activities school systems normally support--and would support with or without
a federal program. That the Perkins matching requirement applies to spending for the
handicapped or disadvantaged in the aggregate and not to spending for particular services or
activities eases the search for qualifying local outlays. States should have little difficulty, for
instance, in identifying matching funds for the handicapped among the large excess costs
incurred pursuant to P.L. 94-142 and state special-education laws. Many states should also be
able to find outlays that can be labeled matching funds for the disadvantaged. For example,
because costs of remedial instruction in basic skills may be counted as excess cos:s uncle;
Perkins, local outlays for remedial services for academically disadvantaged vocational students
should qualify as matching contributions. Nevertheless, states may have to supple ment match-
gathering with one of the other strategies. Unfortunately, there is no information on

710ne OVAE official pointed out that a strategy of pooling local outlays idc ltifiable as
matching funds, though advantageous to the state as a whole. is likely to be re::!:ted by
districts that "overmatch." The reason is that activities funded with matching funds are subject
to many of the same substantive and administrative requirements as activities financed with
federal aid. Therefore, individual LEAs, interested in minimizing their administrative burdens
and potential audit problems, are motivated to acknowledge no more matching contributions
than needed to satisfy their own obligations under the Act.
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the extent to which states actually practice match-gathering, or. more specifically, on how
many states take advantage of local "overmatching" to fulfill their statewide requirements.

The third option, match-delegating, or passing the matching requirement through to

local grantees, is the one emphasized in the preceding theoretical discussion of matching
requirements. It is the only strategy that confronts LEAs and postsecondary institutions
directly with the incentive effects of matching. It is also, according to OVAE staff, the
strategy used by most states. No data are available, however, on how many states pass through
the matching requirement or on whether the passed thro.:gh requirements are imposed at
uniform or variable rates.

As already explained, many LEAs and postsecondary institutions should be able to
satisfy parts of the passed-through requirement with funds that would have been expended for
the handicapped and disadvantaged even in the absence of the Perkins Act. The stimulative
effect of matching is likely to be diluted, in this respect, in much the same way as under the
match-gathering approach. The difference is that the pass - through option makes it difficult
for states to take full advantage of "overmatching" by individual grantees. Therefore, more
"new money" for supplemental services is likely to be generated under the pass-through option
than under the match-gathering option, but not as much as when the state matches federal aid
directly.

The pass-through option raises serious questions about equity in the provision and
financing of services for special-need pupils. A straight pass-through would confront all
grantees with the same 50-50 matching rate, regardless of their fiscal capacities or
concentrations of special-need students. Other things being equal, the burden of the matching
requiremer . would be positively related to needs for services and inversely related to ability to
pay. Districts with the severest needs would probably be the most likely to decline federal aid
on grounds of inability to generate matching funds; high-need districts that accept aid would
have to make disproportionate sacrifices to come up with matching contributions. It is

difficult to believe that this compo,-ts with the Congressional directive that matching
contributions should be provided equitably from state and local sources.

Matching of Spending in the Aggregate

That the Perkins matching requirement applies in the aggregate rather than to specific
projects, services, or activities significantly reduces its effectiveness in generating new

resources for the target groups. The reason is that grantees, under the "aggregate"
interpretation, can cast their nets widely in the search for matching dollars, They can claim

matching contributions excess costs that have nothing to do with Perkins-aided activities or
students and that would have been incurred even in the absence of ,..deral aid, For example.
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an LEA that uses its Perkins funds for the handicapped to hire aides for handicapped students
in a particular high school can claim as its matching contribution outlays for counseling other
handicapped students in other high schools; and similarly, a community college that spends its
grant funds to buy equipment for training disadvantaged students in a particular occupation
can "match" those outlays with expenditures for assessing the needs of disadvantaged enrollees
in unrelated occupational fields. Every dollar of 1. thing money so claimed reduces by one
dollar the grantee's obligation to make "real" (i.e., atiuitional) contributions of its own funds to
federally aided activities. In comparison, a rule defining legitimate matching funds more
narrowly, as nonfederal contributions to the excess costs of specific federally aided activities
serving specific sets of students, might compel grantees to channel more of their own funds
into serving the target groups.

How much of a difference tightening the rule would make in practice is uncertain,
however, because it depends on how adroitly grantees can respond. A grantee's
natural reaction, if told that henceforth it can claim matching credit only for spending on
participants in specific federally aided programs, presumably would be to affix the "federally
aided" label to a broader range of its activities. Suppose, for example, that an LEA operates
six occupationally specific vocational programs but claims initially that it allocates all Perkins
funds for the handicapped to only one of them. Under the present rules, any nonfederally
financed excess costs incurred for handicapped students in all six programs are claimable as
matching funds. If the rule were changed as suggested, the LEA could protect itself by calling
all six programs "federally aided" (i.e., by spreading Perkins funds thinly over all programs
with handicapped enrollees). It woulo still be able, then, to claim the same matching
contributions as before. It appears, therefore, that restricting the definition of matching
contributions to outlays for federally aided programs would be meaningful only if "federally
aided" were itself more precisely defined. For instance, some threshold level of funding might
have to be stipulated, or a concentration requirement might have to be satisfied, for a program
to count as one supported with Perkins aid.

It should be noted, lest such approaches be dismissed as excessively burdensome, that
limiting the definition of matching contributions as suggested above does not imply that
separate matching would be required of federal allocations to each individual program.
Matching could still be aggregative at the grantee level, but the relevant aggregate would be
more narrowly defined. Instead of consisting, aj at present, art all activities that eiirol
handicapped or disadvantaged vocational students, it would include only tne subset of those
activities aided with federal funds.



96

Matching In Kind

Allowing grantees to match federal aid for the disadvantaged with in-kind contributions
is another provision that tends to dilute the potential stimulative effect of matching, but the
degree of dilution depends on what is provided in-kind. Some so-called in-kind contributions,
such as imputed overhead and facilities costs. are costs that would probably have been incurred
with or without Perkins aid; therefore, minting them as matching contributions reduces
grantees' obligations to provide additional supplemental resources. Other in-kind contributions
may be of real value to disadvantaged students, but counting them as matching is problematic
because of du¢ way they are likely to be valued. Donated equipment, for example, is as real a

resource as equipment purchased with current funds; so is equipment inherited from other
programs. In this respect, counting donated or inherited equipment as a matching contribution
seems justified. However, claiming the full value of such equipment as part of the local
match, which is what grantees are likely to do, would greatly exaggerate the contribution's
size. From an economic stanui.-.)int, no more than the annual value of the equipment's services
(as determined, e.g., from an amortization schedule) should be counted toward a single year's
matching contribution (see the discussion of resource pricing in the previous chapter). Because
of questions about the conceptual validity of some in-kind contributions and the proper
valuation of others, the question of whether such contributions should be counted at all--and
if so, how--seems to merit rethinking.

According to current law, in-kind matching is supposedly allowed only if a grantee
otherwise "cannot" match federal aid, but this is virtually a meaningless condition. Even a
grantee in dire fiscal straits can come up with money for one program by cutting support for
another. Except in extraordinary circumstances, there is no operational distinction between
being unable and being unwilling to make the match. Moreover, that grantees are expected to
certify their own inability to match "in cash" suggests a certain lack of seriousness. If the
intent is to limit in-kind matching to special situations (fiscal emergencies), the
provision needs to be revised.

Implications of Other Perkins Rules

The fiscal and allocatve effects of matching depend not only on the matching
7ovisions themselves but also on related Perkins requirements. In particular, because matching

tied to the excess costs incurred for handicapped and disadvantaged vocational students. both
the rules for measuring excess costs and the target group definitions interact with the
requirement to match federal funds.

As explained in the preceding chapter, the supplemental se, vices and excess cost rules
contain loopholes that allow grantees to claim more excess costs than would be identified from

C)1
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rigorous cost analyses of services provided to target-group and regular students. The factors
that facilitate inflated claims include loose guidelines for cost measurement and ambiguities
about which resources are "supplemental," especially in mainstreamed settings. The same
factors affect matching as well. For example, just as an LEA can claim the whole cost,
rather than only the extra cost, of special equipment for the handicapped as an excess cost
payable with federal aid, so it can claim the whole cost of special equipment purchased with
local funds (or donated) as a matching contribution. Obviously, whenever a grantee can claim
matching contributions that are not truly excess costs of supplemental resources, its obligation
to make real matching contr.')utions is correspondingly reduced.

The relationship between the matching requirement and the target-group definitions is
reciprocal: on one hand, the requirement to match creates an incentive to expand the target
groups; on the other, the elasticity of the target-group definitions (especially the definition of
disadvantaged) helps grantees find the needed matching contributions. The latter effect is of
particular interest here. The reason that expanding the target groups eases the matching
requirement is that some excess costs are likely to be incurred, in the no mal course of
business, in serving many of an LEA's or an institution's handicapped and disadvantaged
enrollees. In the case of the handicapped, this is almost a truism, as any LEA in complance
with the federal Handicapped Act must be incurring some excess cost for each handicapped
individual. Therefore, the more handicapped vocational students a grantee can identify, the
greater the claimable matching contributions. Although the same cannot be said as confidently
about disadvantaged vocational students, selective expansion of the disadvantaged category does
offer similar rewards. In particu'ar, each disadvantaged student receiving remedial instruction
(countable as a supplemental service under Perkins) carries with him or her an additional bit
of spending claimable as a matching contribution. Therefore, the elasticity of the target-group
definitions, already implicated as a cause of multiple resource allocation problems under
Perkins, also detracts from the potential stimulative effects of the matching requirement.

Disparate Effects of Matching on Services for the Handicapped
and Services for the Disadvantaged

Although the Perkins Act attaches identical matching requirements to aid for the
handicapped and aid for the disadvantaged, the requirements are likely to have dissimilar
effects on services for the two groups. The differences stem from disparate state-local
propensities and legal obligations to serve handicapped and disadvantaged students. In mangy'

communities. serving the handicapped is relatively popular, whereas serving the disadvantaged
is not (the handicapped are from all strata of society, whereas the disadvantaged are mainly
from the lower classes and minority groups). Public interest groups representing the

1 CI ')0

41k



98

handicapped are generally stronger than organizations representing the disadvantaged and have
been more effective in eliciting public financial support. Most important, the handicapped
have much stronger legal claims than the disadvantaged, independent of the Perkins Act, to
supplemental services and funds. These differences imply that it should be easier to satisfy
the matching requirements for the handicapped than for the disadvantaged with state-local
outlays that would have been made anyway, and, consequently, that matching requirements
have more potential to generate "new" support for disadvantaged than for handicapped
students.

Consider Cie differences in what LEAs need to do to satisfy the Perkins matching
requirements for the handicapped and for the disadvantaged. Under the federal Education for
the Handicapped Act and similar state laws, LEAs must incur substantial excess costs for their
handicapped pupils. These excess costs are about as large, on average, as the total costs of
educating regulal pupils, or on the order of $3,000 to $4,000 per FTE pupil (Moore et al.,
1988). This is greater, probably by an order of magnitude, than either t ,unt of federal
aid or the amount of required matching money per 7TE handicapped vocatio. .1 pupil under
Perkins. Moreover, these large excess costs, though stimulated mainly by federal law, are paid
for largely with state and local- -not federal-- funds. Most LEAs, therefore, probably spend
much more on handicapped vocational students L:wier other laws than they are asked to spend
under Perkins. Consequently, compliance with the Perkins matching requirement for the
handicapped may be painless. LEAs and states need only label some of what they were
obliged to spend anyway as their matching contributions under Perkins. Of course, such
matching generates no additional services for the target group.

In contrast, LEAs face few of the same legal or other pressures to incur excess costs
for the disadvantaged, and there is little reason to assume that they voluntarily incur
substantial excess costs on their own. Left to their own devices, some LEAs would probably
spend less of their own money on supplemental services for the disadvantaged than the
amounts needed to satisfy the Perkins matching requirement. Their options when faced with
that requirement, therefore, are to come up with extra nonfederal funds for the disadvantaged
or to forego some or all of their allotted federal aid. To the extent that they choose the
former, the matching requirement generates -,tate and local support that otherwise would not

have been forthcoming. Thus, the Perkins matching provisions probably mean more to disad-
vantaged than to handicapped vocational students.

Note that the foregoing argument pertains mainly to secondary schools. Postsecondary

institutions generally do not share the ob:igation., of LEAs to incur excess costs for the
handicapped, and it less likely that they could satisfy the Perkins matching requirement for the
handicapped as a mere by-product of compliance with other laws. Instead, postsecondary
matching may require infusions of additional funds for both handicapped and disadvantaged
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students. In this sense, matching is likely to be a more potent requirement, as well as one
with more similar effects on the two target groups, at the postsecondary than at the
secondary level.

The Option to Decline Federal Aid

A final determinant of the effects of matching is the option giveu to grantees to refuse
all or part of their federal grants for handicapped or disadvantaged students and, by so doing,
to avoid or reduce the obligation to provide matching funds. The legality of such "opting out"
was affirmed explicitly by ED in remarks accomnanv;r4 the Perkins regulations (50 FR
33302). However, the relevance of opting out to avoid the obligation to match depends on
state decisions- -i.e., it is a relevant phenomenon only where the state passes the matching
requirement through, wholly or in part, to individual grantees." According to OVAE officials
interviewed for this study, concerns that some grantees will turn back funds and decline to
incur excess costs may be well-founded, at least with respect to the disadvantaged. Although
opinion is mixed, at least some of these officials seem to think that the volume of turnbacks
from the initial years of Perkins implementation will he a significant, albeit small, percentage
of earmarked aid." The same concern is also expressed by Hoachlander, Choy, and Lareau
(1985), who even suggest that the requirement to match excess costs could defeat the objective
of generating increased services for the disadvantaged. On the other hand, it may be that
rejecting federal aid for lack of matching funds is mainly a transient phenomenon, reflecting
grantees' initial uncertainties about how to redeploy (relabel?) funds to suit the Perkins excess
cost and matching requirements.

Even if significant numbers of grantees do turn back funds for the disadvantaged, it is
not clear what inference this supports about the design of the present matching requirement.
Similar concerns about turnbacks following enactment of the 1976 Education Amendments led
to a move in 1979 to r..lax the requirement by allowing, in cases of "financial inability.," for
federal financing of more than 50 percent of excess costs (Brustein, 1981; NIE Vocational
Education Study, 1981). Going further, Hoachlander, Choy, and Lareau (1985) seem to see in
the threat of turnbacks reason to eliminate the matching requirement entirely. However, there

.1

'There is clearly no option to opt o,.it at the state level--that is, a state ntu set aside the
federally stipulated percentages of its Pe. kites grant for services to handicapped :ad
disadvantaged students. How a state would contrive to provide such ser....ices :ubstantial
numbers of local grantees opted out is a problem that apparently has not had be faced.

73There is a considerable lag in determining the actual turnback percentaes because
grantees are allowed as long as 27 months to spend the Perkins f tinds allotted :0 them in each
year.

1,25
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is also an alternative approach to consider--making it more difficult and costly to opt out.
This could easily be done by making participation in the programs for handicapped and
disadvantaged students a condition for receiving all Perkins aid, not just the aid earmarked for
those groups.

SUMMARY: FINDINGS AND POLICY OPTIONS

Whatever potential the 50-50 matching requirement has for generating additional
resources for the handicapped and disadvantaged der;ves from its linkage to excess costs.
Without that connection, matching would be an inconsequential paper requirement. With it,
there is at least the theoretical possibility that requiring matching could, in some
circumstances, add significantly to services for the designated target groups. The likelihood
that such contributions will actually be forthcoming is diminished, however, by certain features
of the present requirement- -some statutory, others stemming from OVAE/ED interpretations--
that undercut its effectiveness as a resource-generating mechanism. That only statewide

matching is required rather than matching by individual grantees wakes it easier to comply
without adding to nonfederal support for the target students. That states may "pass through"
the matching obligation to grantees raises serious equity concerns. The interpretation
that matching applies only in the aggregate rather than to particular programs or services
reduces grantees' obligations to contribute to the costs of federally financed supplemental
services. The rule allowing "in-kind" matching of federal aid for the disadvantaged gives
grantees additional leeway to claim as matching contributions expenses that would have been
incurred even in the absence of Perkins grants. Both the elasticity of the target-group
definitions and the looseness of the rules for measuring excess costs also help grantees to
exaggerate their matching contributions. Although it is impossible to quantify the net
fiscal effects of matching, they are probably (a) relatively small and (b) considerably smaller
than what would be obtainable were it not for the design problems mentioned above.

If Congress is disinclined to make the matching requirement more rigorous and fairer,
it should consider abolishing it altogether, because the existing requirement generates a good
amount of pointless paperwork and imposes inequitable burdens on certain grantees.
Eliminating matching might reduce the supplemental services available to special-need students
in some LEAs and po.51secondary institutions, but the aggregate effect would probably not be
very large. If, on the other hand, Congress should decide to try to make the matching
requirement more effective, there are two alternative strategies to pursue: one is to require
direct matching by states; the other is to require matching by individual grantees. In

conjunction with either, there are options to modify some of the specific shortcomings of tile
present requirement referred to above.

r
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Under the direct-state-matching option, each state would be required to appropriate
state funds to match the Perkins funds set aside for the handicapped and disadvantaged, and
the combined federal funds and state matching funds would have to be distributed to eligible
recipients according to the federally prescribed fund allocation methods and targeted and used
according to the applicable federal rules. Thus some states, at least, would have to provide
new funds for special-need vocational students.

Under the local-matching option, each LEA and postsecondary institution would be
required to match federal aid with nonfederal finsacial contributions to the federally aided
activities. This would enhance the effectiveness of matching as a device for leveraging federal
aid, but at the same time it might be deemed objectionable on equity grounds--i.e., the
obligation to match would be imposed on rich and poor grantees alike. The latter problem
might be addressable, however, by giving states the option of either providing .the matching
funds themselves or adopting fiscally equalized variable-matching plans of the type now used
by some states to distribute general-purpose aid to LEAs.

The mnre technical options, such as requiring matching of specific federally funded
activities, eliminating in-kind matching or limiting its scope, and defining more precisely how
matching contributions are to be valued could also help to make the matching requirement
more effective. These improvements would be significant, however, only if combined with
one or the other of the aforementioned broader changes in the basic matching rule.
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6. THE SUPPLEMENT, NOT SUPPLANT REQUIREMENT

The prohibition against supplanting is virtually a phantom requirement in the Perkins
Act. It is written in the law, and has been since 1963, but its substance is elusive. In all
these years, it has not been defined, elaborated, or made operational in regulations or program
guidelines. Senior officials of OVAE have made no secret of their lack of enthusiasm for the
supplement, not supplant rule, even arguing that ncnsupplanting is an inappropriate concept in
vocational education. Not surprisingly, then, they have neither interpreted nor enforce it
rigorously. In effect, the rule has been relegated to a kind of limbo of "nonprovisions" with
only marginal effects on vocational education practices and programs.

Why devote a chapter to a requirement that has essentially been shunted aside? The
answer lies in its potential rather than its present importance. Interpreted forcefully, as
nonsupplanting provisions have been interpreted in the federal compensatory education
program, the Perkins nonsupplanting rule could become a potent instrumPrit for ensuring that
Perkins grants translate into extra resources for the designated programs and beneficiaries.
With respect to aid for the handicapped and disadvantaged in particular, a strong nonsup-
planting rule could compensate for some of the previously discussed limitations of the
supplemental services, excess cost, and matching requirements. It could reduce the now-ample
opportunities for substituting Perkins funds for state and local funds, thereby enhancing the
additivity of federal aid. A well-formulated nonsupplanting rule would also help to clarify the
relationships between the Perkins grant p, -grams and other federal programs aimed at the same
clientele, including compensatory education programs under ECIA Chapter 1 and programs for
the handicapped under P.L. 94-142.

Since the nonsupplanting rule is of interest prima! Ily for what it could mean rather
than what it means today, this chapter is different in character from the preceding ones.
Instead of focusing on the existing requirement, it deals mainly with alternative nonsupplanting
requirements and their consequences for handicapped and disadvantaged vocational students. It

also draws heavily on concepts and practices developed outside vocational education,

particularly under ESEA Title I and ECIA Chapter 1, for models of how nonsupplanting rules
might be formulated under Perkins.

DESCRIPTION AND BACKGROUND

The Perkms Act contains essentially the same "supplement, not su: t" pnraseoloc2,Y as

long ago became standard in many major federal education grant programs namely, it
requires each state L.) include in its state vocational education plan the assurance
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that Federal funds made available under the Act will be used to supplement,
and to the extent practicable, increase the amount of State and local funds that
would in the absence of those Federal funds be made available for the uses
specified in the State plan, and in no case to supplant those State or local funds
(P.L. 98-524, Sec. 113(b)(16)).

Nearly identical wording has appeared in federal vocational education legislation sir ce the
Vocational Education Act of 1963.ions (but very differently interpreted, as will be seen) have
been included in the federal compensatory education program since the enactment of ESEA
Title I in 1965, and such a provision appears today in ECIA Chapter 1. Other nonsupplanting
requirements appear in the Education for All Handicapped Children Act (Pi. 94-142) and in
ECIA Chapter 2.

Today, as in the past, the ED regulations pertaining to nonsupplanting merely repeat
the statutory language verbatim (34 CFR, Sec. 401.19(a)(16)), without explaining either the
types of behavior that constitute supplanting or the specific categories of funds to which the
rule applies. In particular, it has never been made clear whether or how the statutory
nonsupplanting language, which pertains to all Perkins grants without distinction, is to be
applied specifically to aid for the handicapped and disadvantaged. Are Perkins funds
earmarked for the handicapped or disadvantaged supposed to supplement and not supplant
nonfederal funds that would otherwise have been spent on handicapped or disadvantaged
vocational students? This is obviously a key question ;n determining what nonsupplanting
means, or might mean, for special-need students.

INTERPRETATIONS OF SUPPLANTING: THE RANGE OF OPTIONS

Before turning to the specifics of OVAE's interpretation and alternative interpretaticns
of the nonsupplanting rule, consider what an interpretation must encompass. Any definition or
interpretation of nonsupplanting must do two things: first, stipulate what supplanting means
operationally--i.e., what kinds of fisc:i' behaviors or outcomes indicate supplanting of
nonfederal with federal funds--and, second, define the categories of funds, activities, or
programs to which the nonsupplanting rule applies. The options under both headings are laid
out below.

Opeitional Definitions and Tests of Supplanting

Special care must be taken in defining supplement, not supplant operationally because

the statutory requirement itself is not expressed in operational form. The behavior that the
statute seeks to bar is substituting federal vocational education aid for nonfederal money that
would hare been expended on vocational education (or on particular kinds of vocational
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education) in the absence,of the federal funds. The problem with this formulation is that,
taken literally, it calls for a comparison between actual expenditures and hypothetical amounts
that "would have been" expended in the absence of federal aid. The latter, of course, are not
observable. What states, LEAs, or postsecondary institutions "would" spend in the absence of
federal aid can only be inferred, and any such inference necessarily rests on assumptions about
how grantees behave. Any operational test of supplanting, therefore, entails a comparison
between a grantee's actual expenditures and the inferred expenditure level that would exist in
the absence of federal aid under some specified behavioral assumptions.

An important implication is that one is unlikely to be able to demonstrate conclusively
with expenditure data alone that supplanting--displacement of state or local funds that would
have been available--has taken place. The operational criteria and tests o supplanting that
have betn devt!nped over the years, particularly under ESEA Title I, generally yield prima
facie evidence of supplanting. The validity of such tests in particular situations is subject to
challenge and possible refutation. This complicates implementation and enforcement of the
nonsupplanting requirement but by no means renders it infeasible, as will be seen below.

Four such operational definitions, each expressible in the form of a test, have been
developed for identifying situations in which supplanting has presumably occurred. All were
laid out in detail in the ESEA Title i .egulations adopted prior to 1981; some but not all
survive under ECIA Chapter 1 today. These criteria are explained briefly here, but their
applicability to vocational nducation for the handicapped and disadvantaged is explored more
thoroughly in the subsequent discussion of alternatives to OVAE's present interpretation of the
nonsupplanting rule.74

Test I. Explicit or Acknowledged Supplanting. Supplanting occurs, according to this
simplest of definitions, when a state or a local agency overtly substitutes federal aid for
nonfederal funds. It may seem implausible that any grantee would make such behavior
explicit, but experience is to the contrary. For example, Long and Silverstein (1981) cite a

1977 case in which a state adopted a scheme for distributing federal vocational education funds
among postsecondary institutions that explicitly reduced a grantee's allotment of state funds by

74This discussion of alternative tests of supplanting, as developed i'or the compensator:
education program under ESEA Title I, is based in part on a major study of the legal
framework of ESEA Title I carried out by the Lawyers' Committee for Civil Rights Under
Law (1976) and on an analysis of the resource allocation provisions of ESEA Title I by Barm
(1977).

130
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the amount of federal aid the grantee rneive(1.75 Such behavior is likely to be rare, however,
and to be exhibited only by nai' e recipients of federal grants, so it is unlikely to be an
important or widely applicable indicator of supplanting.

Test 2. Less Support for Target-Group Students thn for Regular Students.
According to this definition, which applies specifically to grants for such target groups as the
handicapped and disadvantaged, supplanting has presumably occurred if the students designated
as beneficiaries of federal aid receive less nonfederal st.pport than students not so designated.
The underlying assumption is that in the absence of federal aid, students with special needs
would have been treated at least as well as students without such needs (i.e., "regular"
students). This assumption may be false, but it is a difficult one for a grantee to refute, since
to challenge it is essentially to admit that the grantee would have discriminated against special-
need students in the absence of federal aid. The kinds of intergroup expenditure comparisons
one would make to detect supplanting are similar to those calied for under the
previously discussed excess cost requirement. Careful consideration must be given, therefore,
to how any new supplanting tests would relate to current or alternative versions of the excess
cost rules.

Test 3. Reduced Support Compared with an Earlier Period. Supplanting has probably
occurred, according to this third operational definition, when state-local support for the
activity in question is reduced from one year to the next. The underlying assumption, in the
case of Perkins grants for handicapped and disadvantaged students, is that in the absence of
federal aid, target-group students would have continued to receive at least the previously
established levels of nonfederal support for vocational education services. A reduction in
funding, therefore, would be taken as. rrima facie evidence that Perkins funds have displaced
state-local funds that otherwise would have been provided. This may be characterized as a
"maintenance of effort" test, but it should not be confused with the specific maintenance-of-
effort provisions a,, the Perkins Act and the Perkins resulations, which pertain only to
aggregate support for vocational education and not to support for particular categories of
vocational education such as vocational education of the handicapped or disadvantaged (the
Perkins maintenance of effort requirement is discussed in more detail later in this chapter).

Test 4. Using Federal Aid to Pay for Required Services. The fourth definition is that
supplanting has presumably occurred when Perkins funds are used to pay for services that
grantees were obliged to provide under a law (or an o! f icial policy) other than the Perkins Act.

751n that instance, which involved a state's financial support for its community colleges.
the state enacted a statute providing that each college would receive aid amounting to one-
third of its approved operating costs less the amount of federal funds and grants received by
that college. This statute was found by BOAE to violate the nonsupplanting provision of the
Vocational Education Act (Long and Silverstein, 1981 b, p. 5-45).

13 1
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The assumption underlying this test is simply that in the absence of the Perkins Act other laws
would be obeyed. Thus, if grantees were legally obliged by some such law or policy to
provide certain services for handicapped or disadvantaged students or to incur certain (excess)
costs on their behalf, the presumption is that those service . would have been provided and
paid for regardless of the availability of Perkins funds; hence to pay for them with Perkins
money constitutes supplanting. This test is especially significant in connection with Perkins
grants for the handicapped, because handicapped students (at the secondary level) are
unambiguously entitled to supplemental services under other statutes. The question of how
Perkins funds are supposed to relate to these other forms of supplemental support is a difficult
one, to which we devote special attention below.

Categories to Which the Nonsupplanting Requirement Applies

The current statute says that federal aid must supplement, not supplant state and local
funds available "for uses in the state plan" (the former statute said "uses specified in the Act")
but does not make clear either at what level(s) of aggregation or to what organizational units
the rule is to be arplied. Among the different positions one could take on the level-of-
aggregation issue are (a) that "uses" refers to all categories of vocational education activity, in
the aggregate, car ied on by states under their plans; (b) that it refers separately to each major
purpose or program for which funds are earmarked under the Act (outlays for vocational
education for the handicapped, for voca'ional education of the disadvantaged, for program
improvement in vocational education, etc.); (c) that it refers to spending for each type of
resource or service for which outlays are authorized, such as vocational instruction, vocational
guidance and counseling, basic skills instruction, procurement of equipment, etc.; or
conceivably (d) that it refers to spending for eacl rccupationally specific vocational education
program. As to organizational units, the ban on supplanting can be construed as applying to
each state as a whole, to each LEA or postsecondary institution, or even to such subunits as
schools, programs, or classes. Moreover, there is nothing mutually exclusive about
these options. The nonsupplanting rule could reasonably be deemed to apply simultaneously
both to states and to local grantees and both to specific categories of vocational education
spending and to vocational education outlay in the aggregate.

SUPPLANTING ACCORDING TO OVA .E

One cannot speak with complete confidence of an "OVAE interpretation" of supplanting
because that view seems not to be expressed anywhere officially or, for that matter. in writing.
In fact, refraining from issuing any explicit interpretation appears to have been one of the



108

agency's standing policies on. the nonsupplanting rule. Nevertheless, judging from interviews
with five present and former OVAE (or BOAE) officials, plus some public pronouncements on
the subject, there appears to be (and to have been for some time) a strong consensus among
federal program administrators on what the rule does and does not mean. This is not to say
that opinion has been monolithic. Some interviewees would label as "supplanting" behaviors
that others would probably consider beyond the reach of the federal rules. In general,
however, there is agreement, both at the doctrinal level and the level of implementation, on
interpretations that severely restrict the scope of the supplement, not supplant requirement and
minimize its constraining effects on the grantees.

The doctrine underlying OVAE's minimeLs1 view of supplanting was shaped at a time
when federal vocational education aid consisted mainly of general-purpose, "no strings" support
of the vocational education enterprise. As spelled out by one present and one former OVAE
official, its essence is this: the federal vocational education program is a federal-state "cost
sharing" program, as contrasted with, say, ECIA Chapter 1, which is a "federal" program aimed
at providing special, extra services of a distinctly federal design. Vocational education aid is
intended primarily to relieve states and localities of some of the financial burden of supporting
vocational education, not to generate new, additional, or distinct federally funded services.
Requiring that federal funds supplement, not supplant state-local funds is inappropriate,
therefore, because it is inconsistent with the premise that the federal role is to help defray
some of the costs of state -local vocational programs. Moreover, if there is to be a
nonsupplanting requirement, it should apply only to vocational education spending as a whole
because it is generally up to state and local authorities to decide h,-)w vocational education
resources should be distributed and deployed.

This view of the federal role seems to nave endured among OVAE officials and other
representatives of the vocational education community despite two developments that have
made it untenable. First, a significant fraction of federal aid (now 32 percent) has been
earmarked since the 1976 Amendments to pay only the excess costs of supplemental services
for the handicapped and disadvantaged; so whatever validity the aforesaid doctrine has
otherwise, it clearly does not apply to aid for these target groups. Second, the view that the
federal role is to help defray some of the general costs of vocational education was rejected
explicitly by Congress when it earmarked all federal aid under the Perkins Act either for
particular target groups or for program improvement and rescinded the authority to
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"maintain" existing programs with federal funds.76 Even if the notion of a
"shared cost" program was valid in the past, therefore, it is invalid today; nevertheless, it
continues to color, if not dominate, the outlook of those charged with interpreting and
enforcing the Perkins targeting provisions.

More concretely, there are two main elements to the OVAE s....nce on supplanting. The
first concerns the categories of funding to which the nonsupplanting rule applies. OVAE
officials seem to take the position (without fully articulating it) that the rule applies only to
the most global and the most microscopic categories of vocational spending but to nothing in
between. At the global end of the scale, they tend to equate nonsupplanting to maintenance of
effort (as one official expressed it, nonsupplanting is the general principle that is implemented
by the Perkins maintenance-of-effort rule). The latter rule (P.L. 98-524, Sec. 503) bans states
from reducing their own support for vocational education in the aggregate but does not
prohibit reductions within specific categories of vocational education. Following suit, OVAE
officials assert that the nonsupplanting rule also pertains only to statewide vocational education
outlays in the aggregate and not to spending in such particular areas as vocational education
for the handicapped or disadvantaged." They apparently do not consider that supplanting has
necessarily occurred, therefore, if a state responds to an increase in federal aid earmarked for
the disadvantaged by reducing state support for the disadvantaged, provided that the overall
level of state vocational education funding is maintained. Similarly, they do not see it as a
supplanting violation if a particular local recipient reduces its support for vocational education
of the disadvantaged because the maintenance-of-effort rule, and hence, in their view,
the nonsupplanting rile, applies to the state as a whole but not to individual grantees.

761t is argi:ed elsewhere in this report that these changes are more nominal than real and
that funds allotted to program improvement and to certain target groups (especially adults)
under the Act are still equivalent, in practice, to general aid. Nevertheless, that the newly
defined federal goals have not been fully reflected in practice does not alter the point that
federal aid is no longer provided, in principle, to finance ordinary, ongoing vocational
education programs.

"It is not clear whether or how OVAE officials have reinterpreted supplanting in light of
the changes that have been made in the maintenance of effort requirement under Perkins.
Fcrmerly, the maintenance of effort requirement applied to the aggregate of all state and local
support for vocational education, and it applied to each individual recipient as well as to each
state as a whole. In 1984, Congress eliminated the requirement that individual recipients must
maintain effort and reworded the state-level requirement in a way that OVAE now interprets
as limiting its applicability only to support from "state sources." As explained later, this
almost certainly an improper interpretation as it renders the maintenance of effort require ,ent
meaningless. The immediately pertinent point, however, is that it makes untenable the position
that nonsupplanting and maintenance of effort are synonymous, since the nonsupplanting

'requirement unambiguously applies to substitution of federal aid for either state or local funds.

1 `"
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At the opposite end of the aggregation spectrum, OVAE officials also interprets as
supplanting specific substitutions of federal funds for the nonfederal funds formerly spent on a
particular expenditure object. An example is that an LEA might be cited for supplanting if it
charges to Perkins funds the salary of a particular staff person (or staff position) formerly paid
for with state or local funds. Most of the audit exceptions that have been filed under the
heading of supplanting seem to revolva around these kinds of "microsupplanting" violations.78
The emphasis on such "violation? misses the purpose of having a supplement, not supplant
requirement. Whether particular items are "paid for" with federal or nonfederal funds is of
little relevance in determining whether federal aid has supplanted nonfederal support. The
economically meaningful question, whether nonfederal spending for a particular program,
activity, class of recipients, or other expenditure category of interest has been reduced in
response to federal aid, cannot be addressed by focusing on whether particular expenses are
debited to the proper accounts.

Thus, on one hand the OVAE interpretation "globalizes" the nonsupplanting requirement
and, on the other hand, trivializes it. The categories that Congress legislated about--vocational
education of the handicapped, vocational education of the disadvantaged, program
improvement in vocational education, etc.--are not covered. In this sense, the prevailing
interpretation seems irrelevant to achieving the purpose of the law.

The second component of the OVAE stance pertains to operational tests and criteria.
The agency's general approach seems to be to recognize as supplanting violations only the most
clear-cut forms of substitutive behavior. Evidence of direct and/or explicit substitution of
federal for nonfederal funds is what is relied on in the microsupplanting cases, which means
that only grantees without minimally clever bookkeepers are likely to be cited for violations.
In comparison, the other three criteria of supplanting, which depend on less obvious and less
direct evidence of substitutive behavior, have been much less used. Tests based on
comparisons between current-year and past-year outlays have been applied, as already
explained, only to the most aggregative and the most microscopic categories of spending. The
OVAE officials interviewed for this study oppose using such interyear comparisons to identify
either supplanting within broad program categories or supplanting of aggregate nonfederal
support by individual grantees. They argue that if Congress had wanted to impose constraints
akin to maintenance of effort on individual recipients and individual programs, it would have
written such requirements into the law. The intergroup-comparison test (whether target-group
students receive less nonfederal money than regular students) has not been viewed within
OVAE as pertinent to supplanting, possibly because such tests are considered to fall under the

78Based on interviews with two OVAE officials with responsibility for program audits and
processing of audit exceptions.
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separate supplemental services and excess cost rules. The status of the required-by-law test is
uncertain. Some of those interviewed seem only vaguely aware of it; others, though well
aware of it, would construe it very restrictively. For instance, one former OVAE official
asserted that the required-by-law criterion should apply only where a grantee fails to provide
a specific level of funding specified in a statute. In general, OVAE officials take a narrow
view of what constitutes evidence of supplanting. That, coupled with an even narrower view
of the categories within which supplanting is prohibited, explains why the supplement, not
supplant provision has never been made into an effective instrument for promoting the
additive use of federal vocational education funds.

THE NATURE OF THE SUPPLANTING PROBLEM

Before considering alternatives to the OVAE interpretation of the nonsupplanting
requirement, one needs to consider how supplanting is likely to occur in connection with
Perkins grants for the IP- "'lapped and disadvantaged. In what situations and through what
mechanisms is federal Kely to be substituted for nonfederal funds, and with what
consequences for the intended beneficiaries? An important consideration in defining the
"threat" is that some barriers to fiscal substitution already exist, independent of any nonsup-
planting rule, in the forms of the Perkins supplemental services, excess cost, and matching
requirements. The operative question, therefore, is what kinds of supplanting can be expected
that are not handled adequately by these other Perkins provisions?

Consider, first, the prospects for supplanting in the absen of any constraints on
grantees' uses of funds. The opportunity exists to use federal aid ...ubstitutively whenever such
aid is earmarked for an activity to which state or local agencies also contribute significant
funds of their own. Instead of adding federal funds to what would have been spent anyway,
the grantee may use some or all of it to replace nonfederal support. This makes federal aid
wholly or partly nonadditive: each aid dollar generates only a fraction of a dollar in additional
spending for the intended purposes; the remainder is converted into general aid.

The grantees' reasons for wanting to use federal aid substitutively are straightforward:
using aid additively for the federally designated purpose often means spending money on
activities that are of low priority from the state or local point cf view. Suppose, for example,
that an LEA'S priorities are such that it allocates 5500,000 of its own money tU vocatio:,ai
education of the disadvantaged and would, at the margin, allocate 10 percent of any increment
in general revenue to such students. Suppose that the LEA receives a federal allotment ,lf
5100.000 earmarked for that use. If the aid were unrestricted, the LEA, assumption, would
spend only S10.000 of it on vocational education for the disadvantaged and the other 590.000
for other things, but this is supposedly not allowed by the terms of the ,;rant. Nevertheless,
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the LEA can achieve its preferred outcome by spending the entire $100,000 federal grant on
the disadvantaged but shifting $90,000 of its own funds away from that purpose and to other
uses. The grantee has nominally used federal funds as specified, but the net effect is that the
grant is only 10 percent additive; the remaining 90 percent has been transformed into general
aid. From the federal perspective, of course, it is the supplanting tha : constitutes misallocation
of resources. That federal and state-local priorities do not coincide is what has caused the
supplanting to occur.

But in the case at hand, the situation is altered by the presence of the targeting
provisions discussed in previous chapters. The supplemental services and excess cost rules
require that all grant funds be spent only for the excess costs of supplemental services for
target-group students. The 50-50 matching requirement reinforces this constraint by requiring
states and localities to expend additional funds of their own on excess costs. Why then is there
still a supplanting problem? There are basically two reasons. First, limiting the use of Perkins
funds to providing supplemental services and paying excess costs is not logically equivalent
to banning supplanting. Grantees that comply fully with those requirements are still likely to
',save substantial opportunities to use federal aid substitutively. Second, the supplemental
services and excess cost requirements, as now interpreted and implemented, are very leaky. In

a variety of ways (explained in Chapter 4), they fall far short of compelling grantees to spend
all federal and matching funds exclusively on supplemental services for handicapped and
disadvantaged students. The other Perkins rules, therefore, are much less of a barrier to
supplanting than meets the eye.

Some examples may be helpful to demonstrate why the supplemental services, excess
cost; and matching requirements are insufficient, even in principle, to ensure that grantees do
not substitute federal aid for nonfederal funds. Each of the following examples describes an
action that constitutes supplanting but that is allowable under the other rules (it is assumed for
the purpose of this exercise that all rules are strictly interpreted and enforced--i.e., the point
does not depend on ambiguities or "loopholes" in the Perkins provisions):

o A state that would have operated its own categorical aid program for
disadvantaged vocational students in the absence of Perkins grants for
that purpose can reduce or eliminate its funding for that program, using
Perkins funds to provide the same services.

An LEA that has a policy of providing remedial English to all
disadvantaged students. whether \ ocational enrollees or not, cnulri use
Perkins funds to pay for the services for the vocational students, while
continuing to finance with its awn funds the same services for
nonvocational students.

o An LEA that would have used its own funds to provide teacher aides in
vocational cl,'sses with handicapped students can instead use Perkihs
funds for that purpose and save its own funds for other uses.
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o An LEA that, in the absence of Perkins funds, would have used state
and local funds to assess the needs of all its handicapped students and to
develop IEPs could instead use Perkins funds to carry out the same
functions for handicapped students enrolled in vocational programs.

o An LEA that would otherwise have used its own funds to reduce class
size in vocational classes serving disadvantaged students could instead use
Perkins disadvantaged set-aside funds to pay for the class-size
reductions.

A state that would have given special weight to the handicapped and
disadvantaged in distributing state aid to LEAs or community colleges
could eliminate or reduce the special weighting factor and rely
on Perkins finds to fill the gap.

Note that in each of these cases, excess costs for the handicapped or disadvantaged are
incurred, but the ,tate or local contribution to financing the excess costs is reduced in response
to the availability of Perkins arants. This illustrates that grantees can often comply with the
supplemental services and excess cost rules, while still using federal aid to supplant state and
local funds.

APPROACHES TO MAKING NONSUPPLANTING MORE EFFECTIVE

io turn the present nonfunctional supplement, not supplant requirement into a useful
additivity-enhancing instrument would require major changes in both substance and
implementation. The main substantive problems, as explained above, are that (1) the
requirement, interpreted by OVAE/ED, has not been applied to the pertinent expenditure
categories and organizational levels, and (2) appropriate criteria and tests of supplanting have
not been established. The procedural problems are that (1) no regulations, guidelines, or inter-
pretations have been issued to inform states and grantees of their obligations under the
nonsupplanting provision, and (2) enforcement has apparently been minimal, with emphasis on
trivial microsupplanting violations. Redefining the substance of nonsupplanting is essential, as
even vigorous enforcement of OVAE's version would do little to improve the targeting of
Perkins funds. On the other hand, rethinking the substance would accomplish little if the
revjsed definitions were not actively disseminated and enforced. The roles of enforcement and
sanctions should not be overemphasized, however. Given the risk-averse behavior of the
typical grantee, simply making clear that the nonsuppla-"-g requirement is to be take!)
seriously and specifying what compliance entails might be enough, without numerous audil'
and sanctions, to direct substantial i,_ditional resources to their intended L::es.
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The following are some specific steps that could be taken to make the supplement, not
supplant provision into an effective resource allocation tool:79

Applying the Nonsupplanting Provision Explicitly to Support for
the Handicapped and Disadvantaged

One of the OVAE/ED interpretations that has helped to make the Perkins
nonsupplanting requirement impotent is that the requirement does not apply specifically to
funding for vocational education of 'the handicapped and disadvantaged. Given this interpre-
tation (which, incidentally, antedates the Perkins Act), OVAE does not necessarily view
substitution of federal for state-local support of target-group students as supplanting. But this
interpretation is not compelled by the statutory language. To the contrary, a reasonable
interpretation of the statutory reference to state and local funds for "uses specified in the State
plan" (P.L. 98-524, Sec. 113(b)(16)) is that "uses" pertains ,'o each purpose for which Perkins
funds are specifically set aside in the Act, including support of vocational education for the
handicapped and vocational education of the disadvantaged. OVAE might seek to justify its
present position by claiming that "uses" refers to all uses combined rather than to each use
individually, but that reading, whether valid or not, 's discretionary and could be altered
without legislative action. Alternatively, of course, Congress could clarify the issue by saying
explicitly that grantees are to use federal funds so as to supplement, not supplant the
nonfederal funds that would otherwise be available for each enumerated use of federal aid (or,
even more explicitly, by saying that the Perkins gm :11s set aside for each target group are to
supplement, not supplant state-local support for vocational education of target group members).

Clarifying the Nonsupplanting Principle

Another helpful step would be to clarify what supplement, not supplant means in
principle and what types of fiscal behavior it is intended to prevent. As explained earlier,
there are two standards of reference against which the "supplemental," or additive, character of
federal aid can be judged. One, standard, the level of support that grantees provide for
nonnandicapped or nondisadvantaged students, is already built into the supplemental services
and excess cost rules. The second standard, the level of support that grantees would have
provided for the handicapped and disadvantaged were it not for the availability of federal aid.

7°Note that although this discussion deals only with the nonsupplanting requirement a!:, it
applies to Perkins grants for the handicapped and disadvantaged, similar changes would aLci be
beneficial in connection with other Perkins grant programs. In particular. the relevance of the
nonsupplanting principle in connection with Perkins program improvement grants is examined
later in the report,
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is the one embodied in the nonsupplanting rule. What needs to be clalified is that both
standards apply to federal aid for the handicapped and disadvantaged under the Perkins Act:
that is, federal aid must not only be expended solely to finance sue-temental services but also
must rot displace whatever nonfederal funds would have been spent on such supplemental
services in the absence of the Perkins grants.

To appreciate the significance of the dual standards of additivity. consider this
example: Suppose that an LEA spends $1,000 on vocational education services per regular
vocational student and receives enough Perkins aid to provide $200 in supplemental services
per disadvantaged vocational student. Assuming no matching requirement, this LEA must
spend $1,200 per disadvantaged vocational student to comply with the excess cost provision.
Suppose further, however, that it can be shown that in the absence of federal aid this LEA
would have provided supplemental services worth $100 to each such student." According to
the nonsupplanting principle, the LEA would be expected to maintain its contribution, and so
the total required outlay per disadvantaged vocational student would be not $1,200 but $1,300.
In this instance, the nonsupplanting rule imposes a greater obligation than does the excess cost
rule alone.

A complicating factor is that it is unclear how the nonsupplanting principle should
interact with the Perkins matching requirement. Suppose that the LEA in the foregoing
example has to match federal aid 50-50 with its own funds. To comply with both the
matching and excess cost rules, it would have to match the $200 in federal aid per
disadvantaged student with $200 of its own, and spending per disadvantaged vocational student
would have to total $1,400. But what about the $100 that would have spent for supplementap,
services in the absence of federal aid? Does the LEA still have to make that contribution in
addition to providing matching funds? The answer depends on whether the supplement, not
supplant rule applies to federal aid only or to federal aid and matching funds combined. If
the former, the required $200 matching contribution would also cover the LEA's $100
obligation under the nonsupplanting rule; if the latter, the two obligations would be additive,
and the total required outlay per disadvantaged vocational student would rise to $1,500. Since
the statute says only that federal funds must supplement, not supplant state and local funds,
the former (less rigorous) interpretation seems to be valid legally; this seems to be OVAE's

80The pertinent evidence might consist, e.g., of information that the L LA provided
supplemental services in that amount prior to receiving Perkins funds for vocational education
of the disadvantaged or that it provides such supplemental sery ices to disadvantaged students
generally (e.g., remedial instruction) regardless of whether they are enrolled in vocational
programs.

140



116

understanding as wel1.81 If it were deemed desirable to apply the more rigorous standardthat
both Perkins funds and state-local matching funds should supplement, not supplant other state-
local support--the statutory language would have to be rewritten accordingly.

Applying the Nonsupplanting Rules to Multiple Levels of the State-Local System

One of the OVAE/ED interpretations that has done the most to keep the
nonsupplanting rule ineffective is that the rule covers only supplanting of state-local vocational
outlays in the aggregate and supplanting at the micro level but nothing in between. This
diverts attention from the levels at which the additivity of federal aid is most likely to be
threatened: supplanting at the individual recipient level (withdrawals of support that
individual LEAs or postsecondary institutions would have provided for vocational education of
the handicapped or disadvantaged) and supplanting at the state level (withdrawals of either
direct state funding of ser ices or state aid for vocational education of the target groups).
Here again, OVAE/ED's restrictive view of the expenditure categories to which nonsupplanting
applies is neither compelled nor suggested by the statute; in this instance, moreover, it appears
inconsistent with Congress' intent that federal aid should not substi_ate for state or local funds.

A reasonable framework for determining both the organizational levels and the
expenditure aggregates to which the nonsupplanting requirement should apply was set fort" by
Long and Silverstein in an analysis cif the fiscal provisions of the pre-Perkins statute (19, 1 b,
pp. 5-46). The key principle is that the prohibition against supplanting should operate at each
level where the danger of supplanting exists--that is, at each level where officials could take
the availability of federal aid into account in determining levels of support to be provided
from state and local sources. Thus, for example, the possibility that a state could reduce its
own aid to localities in response to federal aid implies that supplanting should be prohibited at
that level; and the possibility that an individual LEA or postsecondary institution could

810VAE's interpretation is impi..;it in a comment attached to the regulations adopted
under the 1976 Amendments, to the effect that the matching requirement makes it unlikely
that any supplanting violation would occur in connection with federal aid for vocational
education of the disadvantaged (42 FR ±.", 3 8 7 7 , October 3, 1977). This remark makes sense only
if it is understood that funds that a grantee would have provided in the absence of federal aid
can be used to satisfy the matching requirement.
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respond to federal ;id by reducing its own support of vocational programs implies that
supplanting should be barred at the individual recipient level as wel1.82

Applying this principle to Perkins grants for the handicapped and disadvantaged, it
would seem reasonable to say that the requirement to supplement, not supplant has been
violated when any one or more of the following takes ply,, e:

Total state-local outlay for vocational education of the handicapped or
for vocational education of the disadvantaged is reduced below the levels
that would have prevailed in the absence of federal aid;

o A state responds to the availability of the Perkins grants by reducing
state aid for vocational education;

o A state lesponds to the availability of the Perkins grants by reducing
!tate aid for education of the handicapped or state aid for education of
the disadvantaged;

o A state responds to the availability of Perkins grants by reallocating state
aid among LEAs or postsecondary institutions in a way that "penalizes"
recipients of federal aid;

o An LEA or postsecondary institution reduces its funding for vocational
education of the handicapped or the disadvantaged, below what would
have been pro. ided in the absence of the Perkins grants;

o An LEA or postsecondary institution reduces its funding for education
of the handicapped or the disadvantaged generally below what would
have been provided without Perkins aid.

Two aspects of the foregoing require clarification: (a) the references to state and local support
of general education as well as 'vocational education of the handicapped and disadvantaged and
(b) the references to allocations (as well as levels) of state aid. In addition, comment is called
for on possible applications of the rionsupplanting principle to allocations of funds or resources
below the level of the LEA or institution.

The reason that one must look beyond vocational education to see if supplanting has
occurred is that Perkins funds could be substituted for state or local funds allocated to
educational activities not strictly classifiable as vocational. For example, a state could reason
that the availability of Perkins funds earmarked for the handicapped reduces the burdens on
LEAs of financing special education services for handicapped students and, accordingly, could

82Long and Silverstein (1981 b, p. 5-50) concluded that a nonsupplanting requirement was
unnecessary at the recipient level, but they arrived at that conclusion mainly because such a
requirement would have duplicated the recipient-level maintenance-of-effort requirement then
in the law. The latter has since been abolished under the Perkins Act, making this argument
irrelevant.
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cut back on the state aid it would otherwise have distributed to support such special education.
This constitutes supplanting, even though the type of state aid in question is not specifically
earmarked for vocational education. Similarly, an LEA could decide to substitute the Perkins
funds it receives under the disadvantaged set-aside for local funds that would otherwise have
supported remedial instruction in basic skills. Again, the local funds in question are not for
vocational education per se; yet supplanting is clearly taking place. The general point is that
any fiscal response to Perkins grants that resul.Q in reduced support for the target-group
students qualifies as supplanting, regardless of whether the reduction is in the vocational or
nonvocational portions of their educational programs.

The point that supplanting may entail a redistribution of state aid is perhaps less
obvious. A state could react to the availability of Perkins grants not by reducing the
magnitude of its own aid but by redistributing that aid in such a way that grantees favored by
the distribution of federal aid end up with less state aid than they would have received
otherwise. A plausible motive for such redistribution is this: local agencies that would
otherwise have seemed particularly needy to state policymakers (say, because of their heavy
:oncentrations of low-income students), and that would have received correspondingly large
allotments of state aid, begin to look less needy when they are favored by the federal fund
distribution formulas. A state might conclude, therefore, that the urgency of state aid to
such LEAs is reduced by the availability of federal money, and hence that some state aid
that would otherwise have bean provided can be diverted to other places. But from the
federal point of view, such diversions constitute fiscal substitution and supplanting. If
allowed, they would offset the distribution of federal aid, nullifying Congress' effort to assert
certain distributional priorities. Awareness of the possibility of such redistributions of aid led,
in the federal compensatory education orogram, to promulgation ci the rule that states may not
allocate state aid in a manner that "penalizes" LEAs on the basis of their receipts of federal
aid.83 The same principle seems logically applicable, in the Perkins context, to distributions of
both state vocational education aid and state aid for the handicapped and disadvantaged among
LEAs and postsecolidary institut

Whether the supplement, not supplant requirement should be interpreted to apply below
the recipient level--that is, to particular programs, activities, or schools--needs to be debated.

83The rule provided that no payments of aid under ESEA Title I would be m...!e to a state
that has taken such payments into consideration in determining the eligibility of :.:n LEA] for
State aid, or in determining the amount of that aid...in such a way as to penaliz,' the LEA]
with respect to the availability of State funds" (45 CFR, Sec. 116.44, October 1. I976).

"This issue is discussed again in connection with the intrastate distribution of Perkins
funds in Chapter 8.

1
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In the case of ECIA Chapter 1 (and ESEA Title I), the nonsupplanting rule definitely applies
at the school-building level, but that is because Chapter 1 funds are apportioned, by law, to
individual participating schools. No such apportionment takes place in vocational
education (i.e., there are no specifically identified "Perkins-funded" schools), and so that
rationale for a sub-LEA nonsupplanting rule is lacking. On the other hand, there is the
danger that in LEAs with multiple high schcols, the availability of federal vocational education
funds earmarked for the disadvantaged could induce LEA officials to shift nonfederal funds
from schools with large concentrations of the disadvantaged to schools with better-off students.
Such reallocations would undercut the purposes of the Act. However, a building-level
nonsupplanting rule would be ineffective in preventing such shifts, since nothing in the
Perkins Act directs federal funds to schools where concentrations of disadvantaged are high.
If the Congress is interested in channeling additional vocational education resources to
such schools, it will have to do so directly (i.e., by specifying school-selection and school-level
targeting procedures) in addition to extending the nonsupplanting rule.

Requiring that federal funds supplement nonfederal outlays for particular
programs, services, or activities below the LEA or institution level also seems inappropriate,
since the Perkins Act prescribes no allocations at those levels. That is, Perkins funds are
directed to state,;, to local recipients, and to such major uses as vocational education of :he
handicapped, vocational education of the disadvantaged, and program improvement; they are
not directed in particular amounts to such services as instruction or guidance nor to particular
occupationally specific programs. It would not seem reasonable, therefore, to stipulate that the
federal funds allocated to each such service or program must supplement, not supplant the
nonfederal funds allocated to that some category.

However, this is not to deny the relevance of looking at detailed funding patterns for
indicators of fiscally substitutive behavior. For instance, if an LTA says it is using Perkins
funds to assess the educational needs of handicapped vocational students, and it turns out that
similar assessments of other handicapped students (those not enrolled in vocational programs)
are being performed at local expense, it is reasonable to suspect supplanting. That is, it
appears that all handicapped students would have been assesse, in any event, and Perkins
funds are paying for a service that would have been provided anyway. Further investigation is
called for of whether the Perkins target-group students are receiving appropriately larger
outlays than their nontarget-group counterparts (see the later discussion of intergroup
comparison tests). Similarly. If a community college, reports spending Perkins funds this year to
provide the same kind of remedial instruction that it paid for with nonfederal funds last .ear.
supplanting may have occurred, and a full comparison of this year's and last year's outlays for
the target-group students would be in order (see the remarks on inter ear comparison tests,
below). in sum, information on micro-level expenditure patterns cannot prove that supplanting
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has taken place (nothing more may be involved than changes in the inherently arbitrary
labeling of particular outlays as federally or nonfederally funded), but it can point to situations
where further inquiry is required.

Applying the Full Array of Supplanting Tests and Criteria

Clarifying the applicability of the nonsupplanting rule, as discussed above, would not
accomplish much unless stronger criteria and tests of supplanting were also established. The
three main types of tests, as explained earlier, are based on interyear and intergroup
comparisons If outlays and on determinations of whether feder tl funds are being spent on
services "required by law." The following are explanations of Low the different tests and
criteria of supplanting could be applied to the various expenditure categories set forth above.

Current-Year Versus Prior-Year Expenditure Comparisons. Evidence that a state, LEA,
or postsecondary institution has reduced nonfederal funding of services for target-group
students from one year to the next is a good, though not conclusive, indicator that supplanting
has occurred. Reductions in any of the expenditure categories listed earlier are pertinent. It
would be appropriate, for instance, to make interyear comparisons of levels of state vocational
education aid, state aid for the handicapped and disadvantaged, local outlays for vocational
education of the handicapped and disadvantaged, and local outlays for other educational
services for target group members.

Several technical aspects of such comparisons need to be considered. First, interyear
comparisons, to be meaningful, must be expressed in per-student terms. Changes in
enrollment and demand for vocational education make comparisons of total dollar outlays
virtually meaningless.85 Second, so,ne provision is needed for taking into ._count year-to-year
changes in costs. If the cost of education rises by five percent from one year to the next,
while per-pupil outlay remains constant, real effort has been reduced rather than maintained.
Third, to avoid endless arguments about special circumstances, external factors, fiscal hardship,
etc., it might be desirable to stipulate that a cutback in spending on target group members will
not be deemed evidence of supplanting if it is part of a general budget reduction. If financial
difficulties force an LEA to reduce its overall spending per pupil by three percent, for

85Note in this connection that under the Perkins maintenance of effort requirement, states
and, formerly, individual recipients were allowed to demonstrate either that they maintained
aggregate spending or that they maintained spending per-student. The former criterion
allowed grantees to pass the maintenance-of-effort test even if they failed to increase funding
in proportion to enrollment. By any educationally or economically meaningful definition, a
reduction in per-student spending constitutes a failure to maintain real support for services,
and it should be treated as such in a procedure aimed at identifying suspected supplanting.

145
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example, reductions, of similar proportion in nonfederal support for federally aided vocational
programs would not be deemed to indicate supplanting.

It needs to be stressed that reductions in support constitute only prima facie evidence,
not proof, that supplanting has occurred. Other factors that could satisfactorily explain
withdrawals of nonfederal support, in addition to the general budget cutbacks cited above,
include changes in the composition of demand for vocational education, changes in resource
costs; and, perhaps, changes in instructional technologies and modes of service delivery. Such
factors would have to be taken into account before allegations were made that supplanting had
occurred. No sanctions would be appropriate on the basis of interyear funding comparisons
alone.

Some additional clarification may be helpful of the relationship between the tests
proposed here and the statutory maintenance-of-effort requirement. What they have in
common is that both involve interyear comparisons of expenditure levels, but there are
important substantive differences between the two. Under the pre-Perkins maintenance-of-
effort requirement, both states and local grantees were required to maintain their contributions
of funds from state and local sources. However, this requirement pertained only to aggregate
spending on vocational education, not to spending on any particular target group or purpose.
Thus, an aid recipient would not have been barred from shifting nonfederal funds away from
the handicapped or disadvantaged and toward other vocational students. Under the Perkins
maintenance-of-effort rule (P.L. 98-524, Sec. 503(a)), the requirement to maintain funding no
longer applies at the local level, and under a highly questionable OVAE/ED interpretation,
even the state-level requirement now applies only to fiscal effort "from state sources" (34 CFR,
Sec. 401.22(a)).86 Currently, therefore, there is no rule barring a local grantee from cutting
back its own support for vocational education, or for any particular category of vocational
education, in response to federal aid. The proposed interyear comparison tests of
supplanting, which would apply to particular categories of both state and local spending, are

86The OVAE/ED interpretation that the current rule requires only maintenance of effort
from state sources appears to be invalid for two reasons. The first is that similar references in
other to the fiscal effort of a "state"--are understood to pertain to the combined
fiscal effol' of state and local governments. The second is that in the particular context of
vocational education, a requirement to maintain effort from state sources only is pointless.
Only a small fraction of combined state-local support for vocational education comes in the
f)rm of state outlays specifically labeled vocational education aid; in many states, no
significant categorical aid for vocational educaton exists. \laintaining the particular small
fraction of funding in each state that happens to derive from state sources would serve no
useful purpose. In particular, it would not serve the normal purpose of a ma intenance-of-
effort requirement, which is to ensure that recipients of federal grants to not cut back their
own support for federally aided programs.
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very different, therefore, from both the former and, especially, the current maintenance-of-
effort provisions."

Intergroup Comparisons of Expenditures. Two types of intergroup comparisons may
yield evidence of supplanting. The first type, closely related to the excess-cost calculations
described 4n Chapter 4, involves comparisons between nonfederally funded outlays for target-
group and nontarget-group students. The second type requires comparisons .between outlays
for target-group students and outlays for handicapped or disadvantaged nonvocational students.
Both may indicate whether federal aid is being expended on services that should have been

lid for with state and local dollars.
To see how comparisons of the first type bear on supplanting, suppose that an LEA

turns out to be spending $2,000 on vocational education per regular student and $2,100 per
disadvantaged student and that the amount of Perkins set-aside money per disadvantaged
vocational student is $200. Spending per disadvantaged student exceeds total spending per
regular student by only one-half the amount of federal aid. Assuming that the disadvantaged
students would have been treated no worse than the regular students in the absence of the
Perkins funds, one must conclude that the other half of the federal aid has not been used to
supplement state and local funds. Thus, there is a prima facie case of a supplanting violation:

Again, it must be stressed that such presumptive findings are not conclusive. For
example, a possible explanation for the unequal levels of nonfederal support, other than
supplanting, is that disadvantaged and nondisadvantaged have dissimilar enrollment patterns in
vocational education, and the cost per student is higher, on average, in the vocational fields in
which the nondisadvantaged are concentrated. Another possible explanation is that the
disadvantaged students are concentrated disproportionately in schools with lower per-student
costs (e.g., inner-city high schools with relatively less experience, hence relatively low paid
teaching staffs). However, such explanations raise troubling questions of equity. That
disadvantaged students, on average, are enrolled in lower-cost occupational training programs

87From a legal standpoint also, maintenance-of-effort requirements and the proposed tests
of supplanting play different roles. Under the former, aid recipients are (or were). required to
maintain effort as a condition of eligibility for federal aid (unless granted a waiver for
exceptional circumstances, as provided for currently under P.L. 98-524, Sec. 503(b)). Under
the proposed tests, however, a failure to maintain levels of spending (within the specified
expenditure categories) would constitute only presumptive evidence of supplanting, leaving
states or local grantees the opportunity to show that the reductions in question were due to
factors other than the availability of federal aid. In this one respect, the proposed interyear
comparison test of supplanting is less stringent than the pre-Perkins maintenance-of-effort
rule. In other respects, notably in that it pertains specifically to spending on handicapped and
disadvantaged students rather than only to vocational education spending in the aggregate, the
supplanting test is considerably more demanding than either the current or the former
maintenance-of-effort requirement.
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may serve as a defense against the supplanting charge, but does the difference in enrollment
patterns itself constitute evidence of discriminatory treatment? Specifically, is the LEA in
violation of the Perkins equal access requirements in Sec. 204(a) of the Act? The latter,
strictly speaking, is not a supplanting issue, but it is difficult to avoid as one considers
aggregative intergroup comparisons of levels of support (equal access issues are examined in
Chapter 7).

Is there any difference between the intergroup comparisons proposed here and those
required to implement the Perkins excess cost rules? Clearly, the two are similar, but there is
a distinction based on the different levels of aggregation at which intergroup comparisons
would be made. As explained in Chapter 4, the excess cost determinations called for under
the OVAE/ED interpretation of the excess cost rules are at the individual program level.
Outlays for target-group students in a particular vocational program are supposed to be
compared with outlays for regular students in the same program, or in a "comparable" regular
vocational program. In contrast, the comparisons contemplated here are aggregative: Do the
disadvantaged vocational students served by an LEA, 'ken as a class, receive the same
funding from nonfederal sources as do nondisadvantaged students? Do the handicapped
students served under the Act receive the same nonfederal support at nonhandicapped
students? Negative answers to these queries indicate ...ssible supplanting violations.

Comparisons between handicapped or disadvantaged students served in vocational
programs and similarly handicapped or disadvantaged students served in academic or general
programs of the same LEAs or institutions are useful for approaching the supplanting problem
from a different direction. What such comparisons may show is that services being paid for
with Perkins grants in the case of handicapped or disadvantaged vocational students are being
financed with nonfederal funds in the case of nonvocational students. For example, if an LEA
uses state or local funds to provide remedial reading instruction to disadvantaged nonvocational
students but uses Perkins funds to provide similar remedial instruction to disadvantaged
vocational students, it is reasonable to conclude that the latter students would also have
received rionfederally financed remedial instruction were it not for the availability of federal
aid, and hence that supplanting has occurred. Or, suppose that an LEA assesses the
educational needs of all its handicapped students but uses nonfederal funds to pay for the
assessments of nonvocational students and Perkins funds to pay for the assessments of
vocational students. Again, the logical inference is that the LEA would have assessed all its
handicapped students regardless of the availability of federal aid, and hence that Perkins funds
have replaced nonfederal support for the assessments.

Note, once again, that such evidence is presumptive but not conclusive. h could turn
out that even though particular services are charged to Pet kins funds in one case and to
nonfederal funds in the other, the aggregate levels of nonfederal support for handicapped and
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disadvantaged vocational students are more than sufficient to refute a claim of supplanting
(i.e., enough supplemental services are provided to target-group students to make clear that all
federal aid, plus matching funds, has translated into extra outlays for the intended
beneficiaries. The intergroup comparison itself does not settle the issue but only identifies
instances in which fiscal substitution appears to have occurred.

The Required-by-Law Test. The required-by-law test is important in connection with
vocational education of the handicapped and disadvantaged because a number of laws and
programs other than the Perkins Act either provide funds or require services for handicapped
and disadvantaged students. Assuming that the grantees are law-abiding, such funds or
services would be provided regardless of the availability of Perkins grants. Therefore, paying
for them with Perkins funds constitutes supplanting. The principle, in other words, is that it
is unacceptable to charge against Perkins g..Ints costs that grantees are obliged to incur, or
services to which the handicapped or disadvantaged are entitled, under other laws.

An issue requiring clarification is which laws (other than the Perkins Act) or which
claims to services are to be considered. Some of the laws in question are federal; others are
state or local. Some provide full or partial funding for required services, while others etirect
lower-level authorities to provide services at their own expense. Directives of the latter types
are usually nonquantitative, raising the issue of what level of outlay is enough to fulfill the
legal obligation. There is also the issue of how broadly one should construe the word "law" in
t'..e expression "required by law." Do only formal statutes qualify, or does the term also
encompass officially adopted policies of state or local authorities/

The case to which the required-by-law test most clearly applies is that in which a state
law mandates services that also qualify for Perkins funding. If a state legislature has stipulated
that each stuient in academic difficulty is entitled to certain remedial services, then charging
to Perkins grants the costs of the same remedial services for disadvantaged vocational students
would be supplanting. Similarly, if a state law requires LEAs to assess the educational needs
of all disadvantaged students, charging the costs of some disadvantaged students' assessments to
Perkins would be supplanting. Even in these relatively clear-cut cases, however, distinctions
based on the level or intensity of service can be made. An LEA could claim, for example,
that the amount of remedial instruction or the thoroughness of the assessments provided to

students served under the Act exceeds that provided to other students, and so the excess cost is
legitimately payable with Perkins funds.

Where service mandates are nonspecific, drawing the line between vhat is required and
what is optional (and hence potentially chargeable to federal aid) can be One former
OVAE official interviewed for this study took the position that only specific. quantitative
requirements should be considered in applying the required-by-law test (e.g., 1 requirement to
provide X hours of remedial instruction or to expend Y dollars on each eligibit. student). To

9
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accept this view, however, would be virtually to abandon the required-by-law criterion, since
service mandates are unlikely to be specified in that manner. A reasonable alternative is to
draw the line empirically by comparing services provided to students served under Perkins
with those served to other handicapped or disadvantaged students in or out of vocational
education (this is the thrust of the second type of intergroup comparison test described above).
If and to the extent that it can be shown that students eligible for Perkins-funded services
receive more of the mandated types of services than other students, charging the costs of the
extra services to Perkins does not involve supplanting.

The question of where lines should be drawn between law, policy, and practice is a
difficult one. Many state-imposed requirements are not expressed in statutes but rather in
policies adopted by state education departments or state boards of education. Insofar as such
policies are binding on LEAs and educational institutions, they have the effect of law and
would seem to fall within the purview of the equired-by-law criterion. Under ESEA Title I,
"required by law" was interpreted broadly to cover services required by state or local law or
policy (Lawyers' Committee for Civil Rights Under Law, 19 7). However, there is a feedback
problem to consider. If state or local agencies, by adopting certain educational policies,
disqualify themselves from paying for services with federal funds, they are likely to respond
by not adopting formal policies in the future, and perhaps by rescinding policies adopted in
the past. Especially at the local level, it is unreasonable to expect officials to limit their own
ability to use federal aid by formally mandating services that would otherwise be federally
fundable, and it would be absurd to say that one LEA can charge a given service to federal
funds but that another cannot because the latter has made that service "required." It would

em counterproductive, therefore, to extend the required-by-law test to cover local laws or
policies.

A very important question concerning the requiredby-law criterion is how it applies to
services required by other federal laws. In particular, if certain state and locally funded
services for the handicapped are required under the Education of the Handicapped Act, does
that mean they cannot be paid for with Perkins funds? The required-by-law test itself
suggests that the answer is "yes"; that is, a grantee must provide to handicapped vocational
students all the services to which they were entitled under the Handicapped Act and, in
addition, all the supplemental services paid for with earmarked Perkins funds. However, this
is neither reasonable nor, it appears, what Congress intended. To see why, consider the nature
of e entitlement under the Hand,..:apped Act and the pertinent language of the Nrkins Act.

The Handicapped Act guarantees an appropriate education, governed by an individual
education plan (IEP) to each handicapped student. If a handicapped student is enrolled in a
vocation program, the IEP is supposed to prescribe all the educational services, vocational and
nonvocational. appropriate for that student, and the LEA is obliged to provide and pay for
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those services without regard to the availability of federal funding. It makes no sense, then, to
say that Perkins-funded services should supplement the services called for in the IEP--in fact,
to say so is a contradiction in terms, since the IEP queposed to cover all services appropriate
to, or needed by, that student. Recognizing this, the Congress has indicated in the Perkins Act
that Perkins set-aside funds for the handicapped may be used to pay the costs of ,serving
secondary-level handicapped vocational students according to IEPs developed under the
Handicapped Act, even though states or LEAs would have been required to provide and pay
for those services in the absence of Perkins grants.88 This constitutes a major exception to the
nonsupplanting principle. In effect, Perkins funds for the handicapped can be added to
federal aid provided under the Handicapped Act itself and used to defray the costs to states
and LEAs of serving handicapped students. There is little doubt that this arrangement (a)
reduces whatever additive effect Perkins funds might otherwise have had on outlays and
services for handicapped vocational students and (b) "frees up" for other uses state and local
funds that LEAs would otherwise have been obliged to spend on handicapped vocational
students.

This de facto license to supplant in the case of students covered under the Handicapped
Act is rational and for a good cause, yet one should be aware of its implications. Aid
earmarked for the handicapped under Perkins is unlikely to translate into incremental services
for the target-group students. Instead, the likely net effect of such aid will be either to
improve services for handicapped students in general, not particularly for handicapped
enrollees in vocational education, or to provide general fiscal relief to school districts. One
may well ask, if that is the case, what purpose is served by earmarking federal money for
handicapped secondary students under Perkins, since little if any of that money is likely to
buy anything extra for the nominal target group?89

Finally, another unresolved aspect of the relationship between Perkins grants and other
federal laws concerns the possibility that the former will supplant other forms of federal aid.

88According to the statute, vocational education programs and activities for the
handicapped are to be included, whenever appropriate, in IEPs developed according to the
Education of the Handicapped Act (P.L. 98-524, Sec. 204(a)(3)(A)). This provision pert: ins, of
course, only to secondary -level vocational activities for the hand;...apped, since there is no
requirement to deve -o IEPs for postsecondary handicapped students.

890ne suggeste,, answer to this question is that the point of the handicapped set-aside
Perkins is not so much to generate outlays over and above what would otherwise been
forthcoming as it is to involve vocational educators in developing and delivering vocational
education services suitable for handicapped students. This goal is more likely to be accom-
plished, the argurlent goes, by putting funds earmarked for the handicapped into the hands
vocalional educ:..tors thaii by merely specifying, as in Sec. 2'34(a)(3) of the Act, that the latter'
should participate in planning appropriate vocational programs.

1 51
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For example, Perkins funds earmarked for disadvantaged vocational students may be used to
fund services that would otherwise have been Lupported with federal compensatory education
funds under ECIA Chapter 1, federal funds for LEP students provided under the Bilingual
Education Act, or, at the postsecondary level, federal funds for special programs for the disad-
vantaged provided under the Higher Education Act. If such substitution takes place, funds
from these other programs will be freed up for use elsewhere, which means, in effect, that
Perkins funds will have aided students other than the intended Perkins beneficiaries. It is
clear, however, that this form of supplanting is prohibited by the Perkins supplement, not
supplant provision. That provision pertains only to supplanting of state and local funds; it says
nothing about supplanting funds from other federal sources. A reasonable conjecture about
Congressional intent in this regard is that Congress would want the Perkins target-group
students to benefit from both (a) the funds specifically set aside for them under the Perkins
Act and (b) their "fail shares" of federal funds available under other programs. This result is
unlikely to be achieved automatically, however. A more likely outcome, in the absence of
provisions for interprogram fiscal coordination, is that the Perkins set-aside funds will displace
other resources that would otherwise have benefitted the same students. If Congress prefers a
different lutcome, it will have to fill the gap in the Perkins rules.

SUMMARY: FINDINGS AND POLICY OPTIONS

A properly implemented and enforced nonsupplanting requirement could be an

effective instrument for ensuring that Perkins handicapped and disadvantaged let-aside funds
translate into additional services for the intended beneficiaries. The present requirement is
useless for that purpose, however, because OVAE/ED has declined to provide operational
definitions and tests of supplanting or even to make clear that the rule applies to state-iocLi
support of services for handicapped and disadvantaged students. Moreover, OVAE/ED has
tacitly adopted a minimalist interpretation of the requirement that severely limits its scope and
prevents it from interfering significantly with grantees' abilities to use Perkins grants
substitutively. OVAE/ED has the power, acting on its own, to issue regulations and guidelines
that would the statutory requirement into a potent policy tool. Barring that, Congress could
restate the supplement, not supplant provision in sufficient detail to make its meaning
unambiguous and direct OVAE/ED to adopt appropriate implementing regulations.

Summarizing bricflY, the three main, things that must be done to rna-ke the
nonsupplanting provision effective are (I) to require explicitly that Perkins grants for each
category of special-need students must supplement, not supplant state-local support for the
same category of students; (2) to make clear that the nonsupplanting rule applies to each level
of the state-local fiscal system at which supplanting can occur--that is, to state outlays
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(including allocations of state aid to local units) and to the outlays of individual LEAs and
postsecondary institutions; and (3) to introduce explicit, operational criteria and tests of
supplanting. The latter would stipulate that supplanting has presumably occurred when any of
the following occurs:

o A state or a local recipient of Perkins funds for vocational education of
the handicapped or disadvantaged reduces nonfederal funding for
handicapped or disadvantaged students;

o An LEA or postsecondary institution expends fewer nonfederal dollars
per handicapped or disadvantaged vocational student than per regular
vocational student;

o An LEA or postsecondary institution expends less nonfederal money per
handicapped or disadvantaged student served under the Act than per
comparably handicapped or disadvantaged student not so served, or not
enrolled in vocational edr cation;

e A state or grantee expends Perkins funds to provide services that
handicapped and disadvantaged students are entitled to under other laws
or policies.

An important point to clarify in connection with any attempt to make the
nonsupplanting principle operational is how Perkins grants are supposed to relate to support for
handicapped and disadvantaged students provided under other federal programs and laws: Are
the Perkins funds intended to add to such support, or may they be used to "free up" the non-
Perkins funds for other uses? Guidance is particularly needed on the proper relationship
between Perkins grants for the handicapped and state-local support for the handicapped
provided pursuant to the federal Education of the Handicapped Act. Realistically, it seems
meaningless to speak of the former as being additive to what students are entitled to under the
!atter, but it remains important to make explicit how the two sources of support for
secondary-level handicapped vocational students should be coordinated. In the cases of
disadvantaged secondary vocational students, who may be eligible for services under ECIA
Chapter 1, and postsecondary disadvantaged students, who may qualify for aid under certain
higher education programs for the disadvantaged, a reasonable ow, on is to stipulate that
students who benefit from Perkins grants must receive their fair e., proportional) shares of
services under these other laws. Otherwise, one set of federal Srants is likely to supplant
another.

Finally . b. should be recognized tnat even a strengthened nonsupplanting rule would still
offer considerably less than 100 percent protection against substitution of Perkins grants for
state-local funds that "would otherwise have been provided." It is highly likely that if federal
aid had been phased out several years ago. state-local support for vocational education would
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be higher than it is now, but there is no way to say by what amount; nor is it realistic to
think that states and localities can be induced to contribute all that they would have
contributed if federal aid did not exist. As a practical matter, one cannot go much further in
defining operational standards of supplanting than to adopt the measures laid out above. The
option is not available of reading the minds of state and local officials to see how they actually
would behave in the absence of federal funds.
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7. THE SERVICE MANDATES AND EQUAL ACCESS PROVISIONS

The Perkins Act contains a set of provisions that could ultimately do more to
strengthen services for handicapped and disadvantaged vocational students than all the fiscal
constraints discussed in previous chapters. These are the service mandates in Secs. 204(b) and
204(c) and the equal access requirements in Section 204(a) of the statute. The potential
implications of these provisions appear not yet to be widely appreciated, and the provisions
t! emselves apparently have been only minimally and perfunctorily implemented. Interest
groups representing handicapped and disadvantaged students seem not yet to have
recognized that these provisions may be Livers for securing substantially increased resources
and services for their clients. OVAE/ED staff seem undecided as to whether Sec. 204 is z
minor appendage to the law or a poten*;31 bombshell that might go off if too many injudicious
questions are asked. Should the potential of Section 204 be realized, however--something that
may take litigation or further Congressional action to achieve--the treatment of handicapped
and, especially, disadvantaged vocational students could be transformed.

The service mandates and the equal access provisions are logically separable, but they
are discussed together in this chapter because of two features that they share. One is that both
seem to extend federal protections to handicapped and disadvantaged vocational students
generally, not just to those said to ie receiving federally funded services (although this point
might be disputed by OVAE/ED--see below). The other is that these provisions, unlike the
provisions discussed in previous chapters, do not deal with uses of federal funds per se but
rather with the services that state and local agencies are to provide, or the standards they are
to meet, in serving handicapped and disadvantaged students in vocational programs. As will
be brought out below, setting service standards is an alternative targeting strategy and
potentially a more effective one than the more traditional approach of focusing on how federal
dollars are spent.

DESCRIPTION AND ORIGINS

Section 204 of the Perkins Act consists of three subsections. The first, Sec. 204(a)
requires states to ensure that handicapped and disadvantaged students enjoy equal access to
vocational programs. The second, Sec. 204(b), requires grantees to provide information about
vocational offerings to handicapped and disadvantaged secondary students and their paients.
The third, Sec. 204(c), specifies that certain services must be provided to each handicapped or
disadvantaged student who enrolls in a vocational prr:,,ram. Sections .204(bi and 204(c) are the
service mandates, but the discussion focuses mainly (:n 204(c). which is by far the more
important provision.

1 ),
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The Service Mandate Provisions

The full text of the statutory service mandates pertaining to handicapped and
disadvantage6 vocational students, Secs. 204(b) and 204(c), is as follows:

(b) Each local educational agency shall, with respect to that portion of the
allotment distributed in accordance with section 203(a) for vocational education
services and activities for handicapped individuals and disadvantaged
individuals, provide information to handicapped and disadvantaged students and
parents of such students concerning the opportunities available in vocational
education at least one year before the students enter the grade level in which
vocational education programs are first generally available in the State, but in
no event later than the beginning of the ninth grade, together with the
requirements for eligibility for enrollment in such vocational education
programs.

(c) Each student who enrolls in vocational education programs and to whom
subsection (b) applies shall receive--
(1) assessment of the interests, abilities, and special needs of such student with
respect to completing successfully the vocational education program;
(2) special services, including adaptation of curriculum, instruction, equipment,
and facilities, designed to meet the needs described in clause (1);
(3) guidance, counseling, and career development activities conducted by
professionally trained counselors who are associated with the provision of such
splcial services; and
(4) counseling services designed to facilitate the transition from school to post-
school employment and career opportunities.

The pertinent regulations (34 CFR, Sec. 401.101) mainly paraphrase the foregoing
statutory language, offering no clarification of the scope or content of the mandate. They do
stress, however, that grantees may use Perkins funds earmarked for handicapped and
disadvantaged students to provide the mandated services. Specifically, the regulation pertaining
to Sec. 204(b) substitutes for the statutory directive that LEAs "shall... provide information" the
modified requirement that each LEA "shall use (Perkins) funds to provide information" ((34
CFR, Sec. 401.101(a)).9° In the same vein, Sec. 401.101(b)(2) of the regulations says that

"The regulatory language is somewhat peculiar in that it suggests that LEAs should use
federal funds rather than state or local funds to provide the informational services in question.
Clearly, if LEAs used their own funds for that purpose, more federal funds would remain to
i7ovide other services, and that would seem to be in the federal interest. Moreover, if certain
LEAs already use nonfederal funds to provide the required kinds of information, shifting to
f,..1.er..11 funding would seem to constitute supplanting. Perhaps recognizing the latter problem.
le Department noted in material accompanying the regulations that "if the local educational

agency is already providing the required information with non-Federal resources. it need riot,
of course, use the Federal funds available for those purposes to duplicate those expenditures"
(50 FR 33289). The phrase "need not" misses the point, however, which is that an LEA may
not use federal funds to support a service that otherwise would have been nonfederally
supported without violating the nonsupplanting rule.

6
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Consistent with the regulations in this part, a local educational agency may use
[funds earmarked for the handicapped and disadvantaged] to pay for the cost of
services and activities required by [Sec. 204(c) of tke Act]).

In comments on the regulations, the Department explain' that the phrase "consistent with the
regulations in this part" means that LEAs may use Perkins funds to provide the mandated
services only if such use complies with the matching, excess cost, and other pertinent rules (50
FR. 33289).

The emphasis on using federal aid to pay for mandated services may seem unmotivated,
since nothing in the Act calls that use of funds into question, provided that LEAs adhere to
the other applicable rules. As will be seen, however, the question of paying for mandated
services with Perkins funds bears on the crucial question of whether the service mandates
are open-ended or limited by the availability of federal dollars. Vie wed in this light, the
regulations stake out the OVAE/ED position that the obligation created by the mandate is in
fact bounded by the availability of federal funds (50 FR 33289).

The Eqoal Access Provisions

Tip: Perkins equal-access rules pertaining to the handicapped and disadvantaged are
spelled out in Sec. 204(a) of the Act as follows:

The State board shall, with raspect to that portion of the allotment distributed
in accordance with section 203(a) for vocational education services and activities
for handicapped individuals and disadvantaged individuals, provide assurances
that- -
(1) equal access will be provided to handicapped and disadvantaged individuals
in recruitment, enrollment. and placement activities;
(2) equal access will be provided to handicapped and disadvantaged individuals
to the full range of vocational programs available to nonhandicapped and
nondisadvantaged individuals, including occupationally specific courses of study,
cooperative education, and apprenticeship programs; and
(3)(A) vocational education programs and activities for handicapped individuals
will 15e provided in the least restrictive environment in accordance with section
612(5)(B) of the Education of the Handicapped Act and will, whenever
appropriate, be included component of the individualized education plan
required under section 6 ) and section 614(a)(5) of such. Act; and
(B) vocational education planning for handicapped individuals will be
coordinated between appropriate representatives of vocational education and
special education.

The pertinent regulations appear at first sight merely to pa:aphrase the statutory
provisions. but in fact, they modify the meaning of the statute cirasti,:ally. In contrast to the
statutory stipulation that states shall "or( vide assurances" with respect to equal access. the
regulations declare that "the State, in lull!;; l'asic Slate gruni in1.y rescrred .for ,ocational

'
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education services and activities for handicapped individuals and disadvantaged individuals" will
provide the required equal access to such individuals (34 CFR, Sec. 401.19(a)(18), emphasis
added). This altered language has the dual effects of (a) converting Congress's equal access
rules from conditions states must meet to be eligible for federal funds to conditions states must
meet in using federal funds and (b) downgrading the requirement from a general assurance
that handicapped and disadvantaged students will have equal access to "the full range" of
vocational programs to a much narrower, if not meaningless, guarantee of equal access to the
specific activities supported with federal funds. As will be argued below, this restrictive
OVAE/ED interpretation clashes with the wording and plain intent of the statute and, in
effect, nullifies what might otherwise be a strong Congressional n late for equal treatment of
the handicapped and disadvantaged in vocational education.

Origins

The service mandate and equal access provisions are new under the Perkins Act and
cannot be said to have evolved, as did the other resource allocation and targeting requirements,
from provisions of previous federal vocational education statutes. There is little legislative
history underlying Sec. 204--perhaps an unfortunate circumstance, in that it has afforded scope
for administrative interpretations not necessarily consistent with what the legislative drafters
intended. The reievant statutory antecedents, especially for the mandate in Sec. 204(c), appear
to be more in the area of education of the handicapped than in prior vocational education law.
In fact, the introduction of a new service mandate is perhaps best understood as an attempt to
apply the strategy of the key federal statute governing education of the handicapped,
P.L. 94-142, to the vocational field.

Section 204 originated in the Senate bill that preceded the Perkins Act (98th Congress,
S. 2341); it had no counterpart in the House bill, but was eventually accepted intact by the
confereos. The Senate report on 5.2341 (Report 98-597, June 7, 1984) makes clear that the
section was motivated by findings that special-need populations were being denied services
and equal access to services under the existing Vocational Education Act. The report refers
specifically to the conclusion of the NIE Vocational Education Study (1981) that "while the
theme of equity pervades the law, much is authorized and relatively little required [under the
1976 Amendments]." To improve access for special-need groups, the report goes on, the
Senate bill

sets out criteria for services to the handicapped 1'd disadvantaged to ensure that
these populations will be provided with informat.on about vocational education
opportunities, access to quality programs, services designed to meet their spe.:ial
needs, and counseling services aimed at helping 'hem succeed in vocational
education and in the workplace 7-8).
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According to one participant in the legislative process, those who drafted Sec. 204 saw
themselves as laying out "standards" for services to the handicapped and disadvantaged in
vocational education. They viewed this as either an alternative approach or a complementary
approach to the fiscal targeting strategy reflected in the supplemental services, excess cost,
matching, and nonsupplanting requirements. If service standards could be established, some
believed, it might be possible to de-emphasize, ot even dispense with, the cumbersome
apparatus designed to direct earmarked federal dollars to federally specified activities and
beneficiaries.

In formulating this alternative strategy, the Senate drafters appear to have been strongly
influenced by the P.L. 94-142 precedent. Under that law, the federal government mandates
that each handicapped individual is to receive "appropriate" services as specified an
individualized education plan. Significantly, the federally imposed service standards under P.L.
94-142 are divorced from the availability of federal funds. States and LEAs must provide the
mandated services regardless of whether federal funds are sufficient to pay for them, and in
fact, federal aid for education of the handicapped finances only a small fraction (less than 10
percent) of the excess costs of the mandated services. The federal strategy under P.L. 94-142
contrasts, in this respect, with that under the federal compensatory education program (ECIA
Chapter 1), under which grantees are obliged to spend federal funds for supplementary
services but not to contribute additional dollars of their own. The introduction of the Sec.
204(c) mandates into the Perkins Act can be viewed, against this background, as a tentative
shift from a fund-targeting strategy modeled on ECIA Chapter 1 to a strategy founded on P.L.
94-142-type mandated service standards.

How far Congress intended to go in adapting the P.L. 94-142 strategy to vocational
education is unclear. Participants in the legislative process disagree. One former Congressional
staff member interviewed for this study maintained that setting up standards analogous to
those under the Handicapped Act was precisely the point. The obligation to provide the
services specified in Sec. 204(c) is independent, he asserted, of the availability of federal
funds. But another similarly placed participant argued, to the contrary, that Congress had no
intention of creating an entitlement to services for the handicapped and disadvantaged beyond
what could be supported with federal aid and with required state-local matching funds. The

Education Department and OVAE have embraced the latter view, though without saying so or
even raising the issue explicitly. Whether the service m, ndate is open-ended or limited by the
level of federal funding is thus a fundamental issue raised but not resolved during the
development of the Perkins At

The equal access provisions in Sec. 204(a), though also new under Perkins, are less of a
departure from prior law. They reflect the frequents articulated federal goal of equal
opportunity for the handicapped and disadvantaged in ocational education and the guarantees
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against discrimination extended to various protected groups (including the handicapped and
minorities but not explicitly the disadvantaged) under an array of federal civil rights laws. In
drafting Sec. 204(a), the Senate Committee was influenced by findings that the handicapped
and disadvantaged were represented in vocational education in disproportionately small
numbers and were frequently relegated to lesser vocational programs. Quoting again from the
Senate Report,

...even when monies are spent on populations with special needs, it is too often
the case that these individuals are shunted into programs that are inferior in
quality to those vocational programs which prepare students best for
employment (p. 7).

The requirements in Secs. 204(a)(1) and 204(a)(2) that handicapped and disadvantaged
students be afforded equal access in recruitment, enrollment, and placement and to the full
range of vocational programs respond directly to this concern. In addition, Sec. 204(a)(3)
clarifies that the handicapped carry with them into vocational programs the rights guaranteed
under P.L. 94-142, specifically including the right to education "in the least restrictive
environment" and subject to an individualized education plan.

Again, there is too little legislative history to establish how broadly Congress viewed
these equal access guarantees. There is uncertainty about how equality of access is to be
defined and even, at least in the Department's view, about whether Congress actually meant
what it said when it called for equal access "to the full range of vocational programs." Any
assessment of the implications of the equal access rules is necessarily contingent on one's views
of these aspects of Congressional intent.

NATURE, SCOPE, AND MAGNITUDE OF THE SERVICE MANDATE

The service mandates in Sections 204(b) and 204(c) raise questions concerning the
categories of students to which the mandates apply and the kinds and amounts of services that
must be provided. Conditions are not favorable now for resolving these questions definitively.
The mandates are relatively new; there is little legislative history; and there has been no time
to develop pertinent case law. OVAE/ED has offered no guidance to grantees. Little practical
experience has been accumulated in implementing the mandates at the state and local levels.
The following discussion rests mainly, therefore, on the logic of the requirements themselves
arid on certain assumptions. spelled out helow, regarding what Congress seems to ha,
intended.



:37

For Which Students are Services Mandated?

Determining which special-need students are entitled to the services enumerated in
Sections 204(b) and 204(c) is not a straightforward matter. Though some aspects of the
mandate's coverage are clear, others are not. The difficulties in specifying who is covered are
similar in some respects to those encountered (and discussed earlier in this report) in
establishing who is eligible to be served with Perkins handicapped and disadvantaged funds.

One aspect of the mandate's coverage that is clear is that it extends only to local
educational agencies (LEAs) and not to postsecondary institutions; hence, services are mandated
for secondary but not postsecondary handicapped and disadvantaged students. Why the
Congress made this distinction is uncertain, but the limitation makes sense from at least one
perspective. Unlike LEAs, which are generally responsible for identifying, prescribing, and
providing services that are "good for" the students who fall under their jurisdictions, post-
secondary institutions serve adults who enroll voluntarily for diverse purposes of their own. It

seems inappropriate, therefore, for the federal government to mandate services for grown-up
students who may or may not want the federally specified treatment. The coverage of Secs.
204(b) and 204(c) is parallel in this respect to that of the Education for the Handicapped Act,
which mandates services and procedures for elementary and secondary but aot postsecondary
students. It should be noted, nevertheless, that limiting the service mandate to LEAs means
that postsecondary institutions (including publicly supported ones) are not obliged to modify
their offerings to meet the needs of actual or prospective handicapped or disadvantaged
enrollees in vocational programs. This raises an obvious question about consistency between
the general equal access goals proclaimed in the Perkins Act and the Act's more specific equal
access rules. The alternative of mandating that special services should be available fo-
postsecondary students who want them (as opposed to mandating that they be provided to all
handicapped and disadvantaged postsecondary students) has apparently not been considered.

A second clear aspect of the mandate's coverage is that it is not limited to participants
in federally funded activities but extends to all handicapped and disadvantaged individuals who
enroll in an LEA's vocational programs. Thus, if an LEA concentrates its Perkins funds in
particular occupational fields or on certain subsets of the handicapped or disadvantaged, it still
must fulfill the requirements of Sec. 204(c) with respect to all its handicapped and
disadvantaged vocational enrollees. In the case of Sec. 204(b), this breadth of coverage
inherent in the requirement to disseminate information to handicapped and disad, image
students before they have decided whether to !nroll in vocational programs of which pr ",rams
to choose. In the case of Sec. 204(c) it is e.plicit in the statutor\ language that each student
who qualifies as handicapped or disadvantaged and enrolls in vocational programs shall recek e

the specified services
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What remains unclear is who counts as handicapped, disadvantaged, or an enrollee in
vocational programs for the purposes of Secs. 204(b) and 204(c). As explained in the analysis
of target group definitions in Chapter 3, the official statutory and regulatory definitions of key
terms, especially "disadvantaged" and "vocational student," are vague and highly elastic.
Moreover, the official definitions are not in the form logically required to establish the
coverage of the service mandates. The formulation in Sec. 204 is that LEAs shall provide
information, under Sec. 204(b), to handicapped and disadvantaged students and their parents
and then, under Sec. 204(c), provide ser-..ices to students "to whom subsection (b) applies" and
who enroll in vocational programs. According to the official definitions, however, a student,
to be classified as handicapped or disadvantaged, must not only have a handicapping or disad-
vantaging condition but also must require special services or assistance to succeed in vocational
education (P.L. 98-524, Sec. 521; 34 CFR, Sec. 400.4). But Section 204(b) requires LEAs to
provide information to each handicapped and disadvantaged individual prior to any assessment
of that individual's ability to perform in vocational education, which means that such
definitions of handicapped and disadvantaged cannot apply. The only sensible leading of Sec.
204(b)'s coverage is that LEAs must provide the specified information to all individuals with
handicapping or disadvantaging conditions. Similarly, with respect to Sec. 204(c), whether an
individual "needs special services or assistance to succeed" can be decided only after the
assessment that Sec. 204(c) requires_ Again, therefore, the only interpretation that makes sense
is that the service mandate ir, Sec. 204(c) cove.'s every student who (a) enrolls in a vocational
program and (b) has a handicapping or disadvantaging condition.91

In the case of handicapped vocational enrollees, the foregoing criterion makes it
reasonably clear who is entitled to services under the mandate. This is because the definition
of handicapping conditions under Perkins is explicitly linked to the highly detailed definitions
under the Education for the Handicapped Act. In fact, the latter statute provides an
operational criterion that eliminates any need to inquire freshly into the meaning of "handi-
capping condition" in vocational education: any student who enrolls in a vocational program

;10f course, whether a particular handicapped A:- disadvantaged student requires any
mandated service beyond the assessment called for ;a Sec. 204(c)(I) depends on the i.ssessnient
results. If the results are that the student deeds no special services or assistance to succeed in
vocational education, there is no need to provide any of the "special services" mandated under
Sec. 204(c)(2). The key point, however, is that having a handicapping or disadvantaging
condition is sufficient to trigger the mandate provision for any student who enrolls in a
vocational program.
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and is entitled to an individualized education plan (IEP) under the Handicapped Act is also
covered by the service mandates under Perkins.92

In the case of the disadvantaged, however, deciding who is covered by the mandate is
more difficult because the range of relevant disadvantaging conditions is defined very broadly
and flexibly under the Act. Recall from the earlier analysis of target-group definitions that
(a) the term "disadvantaged" includes both the economically and zducationally disadvantaged;

(b) both economic and educational disadvantage can be defined according to multiple criteria,
among which states are free to choose; and (c) educational disadvantage is defined in terms of
thresholds of academic performance that states are free to set. If states have the same
flexibility in deciding who is covered by the mandate as in deciding who is eligible for
Perkins-funded services, then the coverage of the mandate is vague indeed. As shown in
Chapter 3, a state may define disadvantage so broadly that a s'ibstantial majority of all
secondary vocational enrollees is entitled to services under Sec. 204(c) or so narrowly that only
a small fraction of vocational students qualifies. Moreover, the costliness of the mandated
services could itself be an important influence on state and local decisions about how
disadvantaged should )e defined. It appears, therefore, that although the Congress directed
LEAs to serve a class of disadvantaged students, it neglec to specify who the class members
are. The Department, for its part, has done nothing to clarify the matter, leaving this
impoaant aspect of the mandate's coverage up in tl.e air.

A facto: that further confuses the issue of coverage of Sec. 204(c) is that it is unclear
who qualifies as an enrollee in vocational programs. As explained in Chapter 3, the statute
itself offers only hints as to who should be considered a vocational student, and the
Department has declined to make the definition specific, leaving that determination to the
states. In consequence, a state would be free, on one hand, to classify anyone who takes even
a single typing course as a vocational enrollee or, on the other, to limit the category to
enrollees in organized occupational programs. Whether Congress intended to mandate the Sec.
204(c) services for a group broad enough to include the typing students is questionable, but
there is no guidance on the matter to be found in either the Act or the regulations.

In sum, there is much uncertainty as to which students, and especially which
disadvantaged students, have valid claims to services under Sec. 204(c). The drafters of the
Perkins Act left the definitions vague; OVAE/ED could have clarified the matter by regulation
or otherwiL: but has not done so; and now the question is left for Congress to address when it

92This criterion ,s explicit in the conference committee's report on the Perkins Act, which
states the committee'',.: intent "that handicapped students in secondary institutions fall under the
definition of handicapped individual contained in the Education of the Handicapped Act, and
therefor: are enrolled in special education and have an individualized education program"
(Conference Report on K. R. 4164, Congressional Record--House, October 2, 1984, H 10757)

1i3
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next rewrites the law. This whole issue of coverage is important, however, only to the extent
that service entitlements under the law are substantial. The discussion now turns, therefore, to
the nature and magnitude of the mandated services.

What Types and Amounts of Services are Mandated?

The uncertainty about who is covered by the mandate pales into insignificance
compared with the uncertainty about the types and amounts of services to which those covered
are entitled. The key item needing clarification is the meaning of the stipulation in Sec.
204(c)(2) that each student to whom the mandate applies shall receive "special services,
including adaptation of curriculum, instruction, equipment, and facilities" designed to meet the
needs identified in that student's individual assessment. Were it not for this item, the mandate
would call only for ancillary services-- information, assessment, guidance, and counseling--of
relatively limited scope and cost. The "special service? item, however, may be construed as
creating an entitlement to individually prescribed, supplemental instructional services, which
could easily cost LEAs several times more per handicapped or disadvantaged student than they
receive in federal set-aside funds under Perkins.

The prospect that mandated special services might be costly immediately raises the even
more crucial issue of whether, and in what manner, the scope of state and local fiscal
obligations under the mandate is bounded. Does Sec. 204(c) establish an open-ended
entitlement for the handicapped and disadvantaged akin to the requirement for "appropriate"
services for the handicapped under P.L. 94-142, or is its scope limited by the amount of the
Perkins funds earmarked for such students? The fiscal and resource implications of the
service mandates hinge on this single question of interpretation.

OVAE and the Department have done nothing to clarify what "special services" are
required, but they have formulated an unequivocal, albeit unwritten, position regarding the
extent of state-local obligations. Judging from interviews with several OVAE and other
Education Department officials, it s ns clear that if a state or LEA were to ask, OVAE
would say that Sec. 204(c) imposes no obligation on LEAs to incur costs in excess of the
federal aid plus the matching funds earmarked for special-need students. In the OVAE/ED
view, in other words, the law establishes no new entitlement. But this interpretation cannot be
derived from the statute. The law states flatly that the specified services shall be provided,
without making the obligation contingent in any way on the availability of federal funds.
This, in all likelihood, is the reason that OVAE, ED has said very little about Sec. 204(c). not
interpreting it in the regulations or elsewhere and not disseminating any information on what
states and LEAs must do to comply. The OVAE position, it turns cut from further inquiry, is
grounded in a convoluted argument to the effect that Congress did not mean what the mandate
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provision in the law appears to say. This argument hinges on an obscure bit of wording at the
beginning of Sec. 204(b), which states that each LEA

shall, with respect to that portion of the allotment distributed in accordance with
section 203(a) for vocational education services and activities for handicapped
individuals and disadvantaged individuals, provide information [on vocational
programs, etc.]...
(emphasis added).

The phrase "with respect to," OVAE officials contend, indicates that Congress intended only to
prescribe services that LEAs must provide with the available federal funds. According to the
Department's official comment on Sec. 401.101 of the regulations,

The phrase "with respect to" is ambiguous. Broadly speaking, it might be read
to mean that the receipt of Fideral funds triggers the local agency's obligation
to provide the required notice. On the other hand, it might be read to mean
the recipient must use the Federal funds to provide the information. Th--;
Secretary believes that the latter interpretation is the more plausible one. The
legislative history to section 204(b) of the Act indicates that while Congress

.,:nded to overcome "the lack of proper information regarding what vocational
:tion has to offer"...handicapped and disadvantaged students, it did not

to impose affirmative obligations upon local educational agencies apart
the use of funds under the Act (50 FR 33289).

Thu';, .:.rn the basis of the words, "with respect to," the Department argued that the scope of
Sec. 204(h) limifed by the availability of federal funds. Moreover, several OVAE/ED
officials, when asked, asserted that the same argument applies to the more important Sec.
204(c) as well.

Whether or not one accepts the foregoing line of reasoning, the claim that it applies to

the more important mandate provisions in Sec. 204(c) seems spurious. The "with respect to"
phrase--whatever it means--does not appear in Sec. 204(c). That section declares without
qualification that each handicapped or disadvantaged student who enrolls in vocational
programs shall receive the specified mandated services. There is no indication that an LEA's
obligation to provide the specified services depends in any way on the availability of federal
funds. OVAE/ED officials insist, nevertheless, that Congress "must have meant" to impose the
same limitation on Sec. 204(c) as it imposed, according to OVAE's interpretation. on Sec.
204(b). Acting accordingly, they have done nothing to require LEAs actually to provide the
fell set of cervices callers for nnriPr ce,-. 104(c).

Thus, there are two radically opposed views of what the mandates mean. The
OVAE, ED view is that there is no service entitlement. Secs. 204(b) and 204(c) merely indium
the types of services that LEAs should provide using their handicapped and disadvantaged set-
aside funds. Once those funds (plus matching funds) are exhausted, LEAs have no obligation

1J, 5
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to expend any additional funds of their own for the specified services. Handicapped and
disadvantaged students have no claim to additional state or local support.

The contrary view is that the statute means what it says--that an LEA is obliged, if it
receives Perkins funds for the handicapped or disadvantaged, to provide to each handicapped
or disadvantaged vocational student all the services enumerated in Secs. 204(b) and 204(c).
The statute, according to this view, establish an entitlement to services akin to that created by
the requirement for "appropriate" services for the handicapped under P.L. 94-142. To be in
compliance with Sec. 204(c), an LEA must first assess the needs of each covered student and
then provide whatever instructional and other services are deemed necessary to meet those
needs. Whether federal funds suffice to pay for those services is immaterial. The service
obligation is free standing, independent of the availability of federal aid.

The latter position, if correct, immediately raises a related issue: can an LEA avoid the
service mandate and its attendant costs by declining to accept Perkins funds for the
handicapped or disadvantaged; in other words, can it "opt out" of both the programs and the
mandates for special-need students? The statute is silent on the right to opt out selectively
from particular Perkins programs, but the Department has put itself clearly on record. In
response to questions on the regulations, it has declared, first, that

there is no statutory requirement that all agencies eligible to reieive funds for
handicapped and disadvantaged persons are required to panic' Ate in Federally-
supported vocational education programs for these populafloi,

and second, that an agency becomes subject to the service mandate provisions in 34 CFR
401.101 only when it applies for and receives funds under the handicapped or disadvantaged
set-asides (50 FR 33302). This exit option provides a kind of safety valve, whereby an LEA
can avoid the potentially high costs of providing mandated services (assuming that the more
expansive interpretation of th: mandate is correct) by foregoing the corresponding Perkins
funds. One must wonder, however, why OVAE/ED has placed such emphasis on the right to
opt out, given its opinion that LEAs are under no obligation to expend their own funds for
federally mandated services.

As matters now stand, the correct interpretation of the service mandates can only be
clarified by Congress. By publishing no interpretation and doing nothing to implement Sec.
204(c) as written, OVAE/ED has effectively put into practice its own view that the section
does nothing more than prescribe certain uses of feden:1 funds. A passive stance favors the
minimalist interpretation. To implement the contrary ,nterpretation, that Sec. 204(c) creates a
new entitlement to services, would require a much more active administrative role, including
promulgation of regulations and guidelines to give content to the service standards.
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Assuming that Congress really did intend to create an entitlement to services, what can
be said about the scope and magnitude of the obligation that the entitlement imposes on
LEAs? No quantification of the service obligation or cost is possible, but by considering the
elements of the mandate individually, one can judge the likely magnitude of the burden.

The Sec. 204(b) requirement to provide timely information on vocational offerings to
students and their parents is inherently minor in terms of demands on resources. The
Department has declined to elaborate on the kinds of information to be disseminated, leaving
that to each state or LEA (50 FR 33289). It appears, however, that an LEA could comply
by merely arranging a one-time mailing to the homes of handicapped and disadvantaged
secondary students, containing descriptive information on the LEA's vocational education
offerings and the associated requirements for admission. Thus, although the Department took
special care to assure LEAs that they could pay for Sec. 204(b) activities with Perkins funds,
the costs ne likely to be insignificant.

Three of the four items mandated in Sec. 204(c) are ancillary services. The
requirement to assess each student's interests, abilities, and special needs (Sec. 204(c)(1)) is
reportedly the item that has had the most noticeable effect in practice (Millsap et al., 1989).
Apparently, LEAs have responded to this part of the mandate, assessments are being provided,
and a small industry has grown up to supply assessment tools (proficiency tests, interest
inventories, etc.) to school systems. The cost of assessment per student is small relative to
costs of vocational instruction, but apparently it can be substantial enough to absorb much or
all of the Perkins allotments for handicapped or disadvantaged students. The other two
mandated ancillary services are guidance, counseling, and career development (Sec. 204(c)(3))
and counseling for post-school employment and careers (Sec. 204(c)(4)). It is not clear what
forms these take in practice or are supposed to take, but iike the assessments they seem
reasonably well-delimited and would be unlikely by themselves to impose major burdens on
the LEAs.

That leaves the mandate in Sec. 204(c)(2) to provide "special services" designed to meet
the needs identified in the students' assessments. This broad phrase encompasses, it appears,
whatever instructional and other services might be deemed necessary to meet the educational
needs of each individual enrollee. The statute specifically cites "adaptation of curriculum,
instruction, equipment, and facilities" as examples of pertinent activities. If a special-need
student requires more intensive instruction than a regular student to succeed in a program
(e.g., extra attention or instruction in a smaller group), that presumably is covered. So too

would be needs for remedial instruction in basic skills or for modified materials or equipment
to compensate for a handicapping condition. One can easily read into Sec. 204(c)(2) on
obligation to provide whatever is "appropriate" for the individual student's vocational
;nstruction, just as under P.L. 94-142. The mandate under Sec. 204(c)(2). therefore. is open-
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ended in a way that other parts of the mandate are not. Compliance with it could be costly,
and the incentive :o opt out of the program could be strong. Beth the prospective costs and
the likelihood of nonparticipation are explored further under "implications for resource
allocation and targeting," below.

SCOPE AND CONTENT OF THE EQUAL ACCESS PROVISIONS

The two main issues of interpretation concerning the equal access rules are parallel to
those concerning the service mandates. One concerns coverage: for wh.ch students and within
which activities is equal access required under the law? The other concerns content how is
equal access defined, and what must states and local agencies do to comply?

To Which Students and Which Activities Do the Equal Access Rules Apply?

Unlike the service mandates, which apply only to LEAs, the equal access provisions in
Sec. 204(a) apply to each state as a whole and hence to all classes of grantees. Both secondary
and postsecondary handicapped and disadvantaged students are entitled to equal access under
the Act. This leaves two aspects of coverage to resolve: which categories of students are
covered and which are the programs to which equal access must be provid '1?

The question of who counts as handicapped or disadvantaged for purposes of Sec.
204(a) is similar to the same question raised about the service mandates. If the highly elastic
official definition of disadvantaged were applied, states would have broad discretion to limit
the scope of equal access by defining "disadvantaged" narrowly. A narrov, definition may not
be much of a threat in this context, however, since narrowing the definition means, in the case
of the disadvantaged, limiting it to those who are the worst off economically and/or
academically and who are, therefore, the most likely to be denied equal access to programs.

A related question is whether an individual must "require special services or assistance"
to succeed in vocational education to be considered handicapped or disadvantaged for the
purposes of Sec. 204(a). That condition is supposed to work, in the context of determining
eligibility to participate in federally funded activities, to ensure that federal aid is channeled to
students who actually need supplemental resources and services. In the context of equal access.
however, it could be used in either of two perverse Ways: (1) to deny guarantees of equal
access to students who have handicapping or disadvantaging conditions but L-,re not shown to
need special assistance to succeed in programs, or (21 to require equal access without regard to
a student's chances of pursuing a given program successfully. Since it is unlikely that either
result is inten, ed, it seems reasonable to interpiet "handicapped" and "disadvantaged." in the
context of Se,. 204(a), as per _lining to individuals with handicapping or disadvantaging
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conditions without regard to whether they also need special assistance or services to succeed.
The question of how the likelihood of success may legitimately be taken into account in
placement and admission is deferred to the subsequent discussion of what "equal access" means.

In the case of Sec. 204(a), a more critical issue than which students are protected is
which vocational education programs-and activities are covered by the equal access rule. The
Department has taken the position, as already mentioned, that the obligation to provide equal
access extends only to activities supported with Perkins funds for handicapped anc.: disad-
vantaged individuals. An LEA or postsecondary institution that receives Perkins funds would
be free, according to this interpretation, to exclude disadvantaged students from any program
or course that is funded wholly from state and local sources." Such discrimination, according
to the Department's understanding, would not put the grantee out of compliance with Perkins
requirements and therefore would not adversely affect its eligibility for Perkins funds.

This Departmental interpretation rests on the same vague "with respect to" phrase in the
equal access provision, Sec. 204(a), as was discussed above in connection with Sec. 204(b). The
wording of Sec. 204(a) is that states shall provide assurances of equal access with respect to"
the state's allotment of Perkins funds for handicapped and disadvantaged individuals. The

Depa:tment's argument, presented in the form of a response to a comment on the regulations,
is as follows:

Section 204(a) of the act...requires the State board to make [assurances with
respect to equal access]..."with respect to" the basic State grant funds reserved
for these populations. The statutory phrase "with respect to" is ambiguous.
Broadly speaking, it might be read to mean that the receipt of Federal funds
triggers the application of the statutory criteria [of equal access] to the
recipient's vocational education program. Or, it might be read to mean that the
recipient will comply with the statutory criteria in using the Federal funds for
vocational education services and activities. In light of the available legislative
history to section 204(a) of the Act, the Secretary believes that the latter
interpretation--that Congress intended to ensure that the States would comply
with certain equal access criteria in using the Federal funds reserved for
handicapped individuals and disadvantaged individuals--is the more plausible
interpretation. The legislative history of section 204(a) of the Act does tict
indicate that the Congress intended to expand the application of those equal
access criteria beyond the reach of funds under the Act (50 FR 33277).

In this instance, however, the Department's interpretation is almost certainly invalid, as
it conflicts with the stated intent, the logic, and the explicit wording of the equal access
provisions in the Act. The legislative history leaves no doubt that Congress intended to

93Such discrimination against the handicapped would be impermissible no matter how the
Perkins equal access rules are interpreted because of the civil rights protections extended to the
handicapped under a variety of federal education and civil rights laws.
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prevent discrimination against special-need students in vocational education, specifically
including relegation of such students to inferior programs. As construed by the Department,
however, the equal access rule permits such discrimination to continue. For instant c, an LEA
could allot all its Perkins funds for special-need students to low-quality vocational programs,
give special-need students access only to those programs, and exclude such students from all
higher-quality offerings on the basis that they are not "federally funded." This selective dental
of access would be deemed acceptable under the Departmental interpretation, but it is contrary
to what Congress explicitly intended.

The logical problem with the Department's position is that it renders the equal access
rule meaningless and useless for promoting Congress's equal access goals. What the Depart-
ment's position amounts to is that as long as special-need students are not denied access to
programs supported with funds specifically set aside for them under Perkins, discrimination
has not occurred. However, the notion that special-need students require guarantees of equal
access to the programs specifically designated for them is absurd on its face. The programs to
which they do need guaranteed access are the ones to which they .have not been explicitly
invited. One would think it a sound principle of statutory construction that if one
interpretation renders a provision 'meaningless, while another makes it both meaningful and
cr asistent with Congress's stated intent, the latter should prevail; but precisely the opposite has
taken place in this case.

As to the letter of the law, the equal access provision says that handicapped and
disadvantaged students shall be provided equal access to the full range of vocational programs
available to nonhandicapped and nondisadvantaged individuals (Sec. 204(a)(2)). This plainly
means that the handicapped and disadvantaged must be afforded equal access to all programs
and may not be denied equal access to any vocational programs that are open to students
without disadvantages or handicaps. Nothing in this statutory phraseology suggests that
whether a program is federally funded is relevant. The Department's interpretation, which
permits grantees to deny equal access to some vocational programs (those designated "not
federally funded") is thus squarely contradicted by. the explicit wording of the Act.

Perhaps the most extraordinary thing about the Department's stance is that it implies
that the handicapped and disadvantaged are plot entitled to equal access even to federally .

funded vocational activities other than those supported with funds specifically set aside fcr
handicapped and disadvantaged students. For instance, an LEA would apparently have the
right. under the Department's interpretation, to exclude the disadvantaged from programs
financed with program improvement funds under Title II, Part B of the Act. This inferei! k
inescapable, given the official reasoning that Congress intended to ensure only "that the St11:
would comply with certain ecral access criteria in using the Fcderai rescued For
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handicapped individuals and disadvantaged individuals." That the Department's interpretation
leads to so grotesque a conclusion indicates that it cannot be correct.

One can only conclude that the OVA:' /ED regulation writers were reaching for a
rationale for limiting the equal access rule. They convinced themselves that they found one in
the sloppily drafted "with respect to" phrase of Sec. 204(a), but their interpretation is
inconsistent with both the letter and the documented intent of Sec. 204(a). In effect, the
Department's interpretation repeals the provision rather than interpreting it. Penning further
Congressional action or a successful dallenge in court, however, that interpretation remains in
force. This is a point that the cognizant Congressional committees will need to consider during
the upcoming reauthorization process.

What is the Meaning of Equal Access, and What Must States
and Local Agencies Do to Comply?

Assuming that Sec. 204(a) does apply, as wr;tten, to the full range of vocational
programs, how should equal access be defined? What criteria might be used to judge whether
access is indeed equal or, more to the point, whether equal access has been denied? Lacking
either Congressional or administrative guidance, one must consider various possibilities.
Clarification of which meanings are intended will have to await some further action by the
Department or Congress or an interpretation by the courts.

The principal specifications of Secs. 204(a)(1) and 204(a)(2) are that handicapped and
disadvantaged students are to be treated equ lly in "recruitment, enrollment, and placement
activities" and that there is to be equal access to "the full range" of vocational activities
available to nonhandicapped and nondisadvantaged persons. The emphasis is on placement and
admission to programs. There are at least the following means by which the handicapped or
disadvantaged might be denied equal access in admission and placement: (1) overt denial of
access, (2) imposition of discriminatory standards of eligibility or admission, (3) discriminatory

sorting through the guidance and counseling process, and (4) locational disparities in program
offerings. The implications of each are considered below.

Overt discrimination is probably the least important concern. An LEA or
postsecondary institution might conceivably exclude handicapped or disadvantaged students
explicitly from certain vocational programs, but such behavior is too inept to be frequently
Pncounter ed . Explicit discrimination against the hadicapped or against minorities (who are
heavily represented among the disadvantaged) wo :Jd iJlate various civil rights laws, ,.Yhich
contain much stronger deterrents and sanc:ions t'lan anything in the Perkins .Act. The tudents
most likely to be v ic.:ims of overt discriminati, n are the educationally disadvantaged, but
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such discrimination is likely to center around eligibility or admission standards, or perhaps
guidance and counseling, and it is discussed in those connections below.

The relationship between equal access and eligibility and admission standards is
complex, with ramifications that extend far beyond the Perkins Act. Such standards may be,
on one hand, legitimate instruments for matching students to programs or, on the other hand,
tools of discrimination, whereby individuals are unfairly denied opportunities. The problem of
distinguishing the former from the latter is one that arises not only in vocational education but
also in connection with such things as "tracking," admission to college, and selection for
employment and promotion. In the college admission and employment spheres, selection
criteria have become the subjects of extensive litigation, with some important issues having
been decided by the U.S. Supreme Court. While issues of admission and placement in
vocational education have not risen to that level, the issues are basically similar.

Admission standards can be applied in ways that would exclude many special-need
students from the more desirable vocational programs. Using academic performance (grades,
test scores) as an admission criterion, by definition, screens out academically disadvantaged
students. Requiring prerequisites that the disadvantaged are less likely to have taken has the
same effect. Benson (1988) lists three conditions under which such practices might be
construed as denial of equal access: (a) prerequisites are excessive or not demonstrably relevant
to success in the program, (b) entrance requirements are imposed that are not good predictor.
of success, and (c) admission standards have the effect of intimidating special-need students
and discouraging them from applying. Even an otherwise valid admission standard, according
to Benson, can be used in a discriminatory manner. For example, a "pernicious" use of an
admission test, he says, is to admit students to a program in order of the rankings of their
scores, while a fairer use is to set a threshold score to identify applicants who are "qualified"
and then to select equally (e.g., randomly) from within the qualified group. Whether or not
one accepts this particular formulation, there is little doubt that there are fair and unfair uses
of admission standards and that it is important to distinguish between the two.

No particular criterion of fairness in admission standards can be read into the statutory
equal access rule, yet some such criterion is needed to give the rule operational content. One
possible approach is to borrow a criterion from employment discrimination litigation. In that
field, it has become established that when a selection standard disproportionately excludes
applicants from a "protected" class (e.g., members of minority groups), the employer must
demonstrate the relevance of the standard and its validity as a predict r cf job perforrhanc.
A similar prin,:,'iDle in vocational education would require LEAs or ID, secondar institutions to
demonstrate the relevance and validity of any selection standard r procedure that excludes
higher percentages of special-need students than of !her cti_',.mts from d,2sirab;e
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programs. Setting some such standard would lend an element of concreteness to the otherwise
overly vague stipulation that equal access shall not be denied.

An issue needing special attention is the relationship between admission standards and
the supplemental services to which the handicapped and disadvantaged are entitled under the
Act. Logically, it would seem that whatever admission standards are warranted in the absence
of supplemental services woOd have to be modified when such services are
provided. Supplemental services presumably compensate to some degree for the deficient
academic backgrounds or lack of prerequisites of special-need students, raising the probability
that a disadvantaged or handicapped student will succeed. It seems to follow, then, that
admission standards should be more liberal for students who will receive supplemental
assistance than for students who will not have that added support. This proposition is likely to
be strongly contested, however. Some will see in it inequitable "reverse discrimination," since
it implies favored access to programs for some special-need students. Whether Congress
intended that outcome is unclear; but if not, some other theory is needed of how special-need
student! nder Perkins are to be afforded access to better programs than they would otherwise
have been able to attend.

Guidance and counseling practices, like admission procedures, can be powerful

instruments for sorting vocational students into courses and occupational fields. There are a
number of ways in which these sorting mechanisms can be inadvertently or intentionally
discriminatory. Even trained and well-intentioned counselors are not immune fr .m responding
to stereotypes. Faced with lower-class or underclass youth with poor academic records and
little discernible taste for learning, they are likely to direct such clients to relatively
undemanding, low-level occupational fields. Placement in a more challenging program, a
counselor may reasonably believe, would lead to failure and perhaps to dropping out. If one
considers further that motives may not always be benign and that there may be tacit
arrangements in some schools and communities to keep different categories of students "in
their places," the potential dimensions of the problem become clearer. Individual students and
their families supposedly decide whether to enroll in vocational programs and which programs
to choose, but the control of information inherent in the guidance and counseling process.
combined with admission requirements, can constrain choices severely. At some point this
narrowing of options, well-intentioned or not, can be construed as restriction of access.

It is not at all clear that a Perkins-type equal access rule can deal with these relatively
subtle means of discrimination. Theoretically, certain provisions of the Perk ins Actthe equal
access rules themselves and the provisions making available supplemental .erg. ices ;or special-
need students--should help to break up discriminatory patterns of channe:ing, leading
counselors to evaluate and guide students differently than in the pa' T. In ,'ractice, c ld hab;ts
and attitudes are unlikely to be overcome unless there is strong support for ,:hange--not rneTe
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complianc!--at the state and local levels. To promote such support, a federal rule may have to
aim at the effects of discrimination rather than at the specific mechanisms by which equality
of access is abridged (see below).

At least as important as the threats to access mentioned above is that special-need
students may be denied equal opportunity in vocational education as a consequence of
locational disparities in program offerings. Such disparities are especially significant for the
economically disadvantaged, who are likely to be concentrated in certain schools,
neighborhoods, and jurisdictions. If vocational opportunities are less ample, less varied, or of
lower quality in places where the disadvantaged attend school, that can be viewed as
impairment of access. Moreover, if desirable vocational programs tend to be further from the
homes of the disadvantaged than the nondisadvantaged (e.g., because of the placement of area
vocational schools), that may also be construed as inequality of access (even if there are no
restrictions on admission) because travel costs and travel times are greater, on average, for the
disadvantaged than for other students.

It is likely to be extremely difficult, except in the most egregious cases, to distinguish
between intentionally discriminatory spatial distributions of offerings and those that are
legitimately motivated but have discriminatory effects. Legitimate motives include such things
as matching the locations of services 'to the geographical distributions of demand and holding
down the costs of both facilities construction and program operation. However, pursuing such
ends can easily lead patterns in which higher-level vocational programs are concentrated in
suburbs rather than in central cities or poor rural communities or in which specialized
vocational training ins titutions are located inconveniently for potential disadvantaged clientele.
It is not at a!i evident %/here lines should be drawn between acceptable and unacceptable
locational policies. or is it clear how far LEAs are required to go, in the name of equal
access, to eliminate locational disparities inherited from the past.

Cutting across all the aspects of iiiNuality discussed above is an issue familiar from
debates over civil rights: is discrimination a matter of effect or intent? If a denial of equal
access must be deliberate to be covered by the law, the significance of the equal access
provisions is limited. On the other hand, if any disproportionate representation of the
handicapped and disadvantaged in vocational programs is to be construed as den:al of access.
the provision is probably overly broad. The crucial issue may be that of burden of proof. Is

the excluded special-n:ed student required to demor :rate that an LEA intentionally
denied access, or is the T EA required to show that placement pit-icedule-, ale i.,itiunai and
equitable? It is perhaps on this level that the framework will have to he defined within `v hall
individual cases can be brought and adjudicated.

There is no evidence that Congress, in writing the new equal access rules, thought
through the different forms that inequality could take or the multiplicity of means by which
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equal access could be denied. The statutory equal access provisions are very general, offering
no definitions of unequal or impaired access 'nd no operational (or even conceptual) tests of
compliance. The Department, instead of working to fill the conceptual and operational gaps

has instead sought to eviscerate an already vague requirement. Thus, there is no authoritative
answer to the question of what equal access means. Today, no state that signs the required
assurances of equal access can be sure of what it is promising, and no potential beneficiary can
be sure of what rights he or she has been granted under the law.

IMPLICATIONS FOR RESOURCE ALLOCATION AND TARGETING

One cannot begin to assess the implications of the service mandates and equal access
provisions without first specifying which versions, or whose versions, of the rules are to be
discussed. The difference between what OVAE/ED's ultra-narrow interpretations would mean
and what broader readings would imply is so great that one is scarcely dealing with members
of the same species. The narrowest versions are discussed first, followed by the more
expansive constructions.

Minimalist Versions of the Rules

The implications of OVAE/ED's minimalist interpretations of Sec. 204 can be
summarized briefly. The OVAE/ED version of the equal access rule would add nothing to the
opportunities or resources available to handicapped and disadvantaged vocational students.
There is at least one import. .t respect (explained below) in which it could have negative

effects on such students' access to vocational programs. The OVAE/ED version of the Sec.
204(c) service mandates is likely to affect the mix of services but not the overall levels of
resources and services provided to handicapped and disadvantaged students. The effects on the
service mix could well be detrimental, in that they are likely to consist of substitutions of
ancillary services for supplemental vocational or basic skills instruction.

The reason that the equal access rule, as OVAE/ED interprets it, does nothing for
special-need students is that it guarantees equal access only to programs supported with Perkins
funds specifically set aside for such students. The students in question are, by definition,
already afforded access to such programs, and so they gain nothing but a redundant guarantee.
`Jo disadvantaged student, under this interpretation, is entitled to access to any procram other
than one that an LEA cr institution chooses :C. designate as supported with Perkins funds for
disadvantaged students.

The potential for harm in the OVAE ED interpretation (as distinguished from mere
tack of gain) is that it sets up an incentix e for grantees to channel Perkins funds reserved for
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the disadvantaged into programs in which the disadvantaged are already concentrated or in
which they customarily enroll. By allotting funds in this manner, an LEA can avoid
potentially troublesome claims for admission to other programs. The adverse consequence is
that disadvantaged individuals who might otherwise benefit from Perkins-funded supplemental
services in better, higher-level vocational programs may be denied such benefits because of the
LEAs' desire to keep such programs "untainted" by federal support.

To illustrate, suppose that an LEA's program for training electronic: technicians enrolls
only a few disadvantaged students, perhaps because other disadvantaged students are screened
out by admission requirements or steered away by counselors. Suppose further that the LEA
would, in the absence of the equal access rule, spend some of its Perkins dollars to provide
supplemental services to the disadvantaged students in this program. The LEA realizes,
however, that if it spends funds in that manner, the electronics technician program will
become a program covered by the equal access rule, and additional disadvantaged students,
who the LEA considers unqualified, may be able to insist on admission. To avoid the
problem, the LEA chooses not to spend its Perkirs funds in the electronics program. Instead
it spends them on the building maintenance program, in which disadvantaged enrollees
predominate. The disadvantaged students who would have received extra, Perkins-funded
assistance for their training in electronics are denied that support.

Note that this perverse incentive effect exists only when the equal access rules are
interpreted to apply to some programs but not to others. If the rules were interpreted as
written, i.e., as applying to the full range of an LEA's vocational offerings, there would be no
point in shifting funds away from the higher-quality programs. Faced with a choice between
the OVAEJED version of an equal access rule and no rule at all, the disadvantaged might well
be better off with the latter alternative.

Turning to the mandates, the key features of OVAE's minimalist version of Secs. 204(b)
and 204(c) are that these provisions (1) do not oblige LEAs to spend anything more than
federal aid plus matching funds on special-need students but (2) do specify that certain
services must be provided. This means that the mandates, so defined, are unlikely to expand
the total resources devoted to vocational education of the handicapped and disadvantaged but
are likely to alter the service mix. Given the types of services that are mandated and
hov, little LEAs are required to spend, the net effect may be to diminish rather than enhance
the quality of the occupational training that students actually receive.

The reasoning leading to this pessimistic conclusion is as follows. Of the Yarious
services mandated in Sec. 204. two items logicaltl. take precedence: the requirement in Sec.
204(bi to disseminate information on vocational offerings and the requirement in Sec. 2.04(c ;(1
to assess students' needs. The remainin services called for by Sec. 20-1(c) can be prescribed
only on the basis of the assessment resw:s. If LEAs exhaust the available funds in ,:arrying
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out the required assessments, they are not obliged, according to OVAE/ED, to do anything
further under the mandates. In particular, they need not expend their own funds to provide
the special instructional and other services specified under Sec. 204(c)(2). A likely result, then,
is that many assessments will be performed that will not benefit students, because funds will
be unavailable to provide the special instructional services that the assessments say are
needed." At the same time, federal funds will be spent on assessments that might otherwise
have been spent on supplemental vocational instruction or supplemental instruction in basic
skills. Trading off supplemental instruction for assessments of needs (the latter not followed
up with appropriate services) is unlikely to contribute much to students' preparation for
employment. Handicapped and disadvantaged students might be better off with no service
mandate than with the truncated vetion supported by OVAE/ED.

More Effective Equal Access Provisions

Suppose now that the equal access rules were to be interpreted more rigorously in the
future. How would that affect the resources and services available to hancicapped and
disadvantaged vocational enrollees? Obviously, no quantitative answer is possible. The
potential effect depends on how much inequality of access exists under whatever definition of
equal access is adopted. At one end of the continuum of definitional rigor, equal access might
be defined so as to exclude only overt acts of discrimination, in which case the resource
implications would be minor. At the other end, it might be defined to require progress toward
proportional participation of handic ped and disadvantaged students in "better" vocational
programs, in which case the impact would undoubtedly be large.

An equal access rule per se would not directly increase the aggregate resources available
for vocational programs, although such increases could be brought about indirectly. Instead,
such a rule (seriously enforced) would mainly redistribute services and resources among groups.
Assuming that special-need students do indeed have more limited access to programs today
than do regular students, enforcing equality of access would mean shifting special-need
students into programs where they were formerly underrepresented and away from programs
(presumably less desirable ones) in which they were previously c9ncentrated. Enrollment of
the handicapped and disadvantaged in more desirable programs would increase; enrollment in
less desirable fields would fall. It is hardly likely, however, that regular students and special-
need students would switch places. Nondisadvantaged students would not be placed ii,
the undesirable programs from which the disadvantaged were being "rescued." Rather, one

94This is precisely the pattern found in NAVE sponsored case studies of vocational
education services and uses of Perkins funds; see Mil !sap et al. (1989).
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would expect overall shifts of enrollment from less desirable to more desirable, or from lower-
level to higher-level, occupational fields.

How would such shifts affect resources and costs? This depends on two considerations.
First, there is the question of whether training in the "better" occupational programs, to ihich
more special-need students would gravitate, costs more than training in the lower-level
programs from which they would depart. People often assume that it does, but there seems to
be no evidence. Program-specific cost data are not available. Training for business-related
occupations, for example, may well be less costly than training for presumably less desirable
industrial production jobs, if only because of the latter's costs of materials and equipment. If
there is a positive correlation between training costs and the desirability of occupational fields,
total costs would become greater under a regime of equal access, but for the moment such an
effect is mere conjecture.95

The second consideration is whether the costs of special supplemental services would be
greater under equal access. Here, the probable answer is "yes." Special-need students are
likely to need considerably more extra assistance to succeed in the higher-level, presumably
more demanding programs from which they were allegedly excluded than in the lower-level
programs to which they were supposedly relegated. If so, equalizing access will tend to raise
both total costs and the costs of supplemental services for special-need populations.

The foregoing point underscores the relationship between eqaal access, on one hand,
and mandated services, on the other. The amount of special assistance that a given
disadvantaged student "needs" is not fixed but depends on the particular program or
occupational field in which that student enrolls. The more demanding the field, the more
assistance is needed to ensure a given probability of success. Enforcing equality of access
under Sec. 204(a), therefore, could substantially increase the costs of complying with the
service mandates under Sec. 204(c) (assuming, for the purpose of this discussion, that the latter
constitutes an entitlement). Turning the point around, the availability of funds to support
supplemental services for special-need students constrains the degree to which an equal access
policy can successfully be implemented If such funds are limited, some special-need students
may be denied the support they need to benefit from access to higher-level, previously
inaccessible programs. In this respect, the service mandar and equal access rules interact,
and the two need to be interpreted and implemented toge:

95ThiS is apart from the question of whether a policy of equal access would stimulate
increased enrollment in vocational education generally, a result which, of course. would
increase the total costs of vocational educ. tion, though not necessarily the total costs of
secondary or postsecondary education.



155

The Service Mandates as Entitlements

In sharp contrast to the OVAE/ED interpretation of the Sec. 204(c) mandates is the
view that they should be taken literally. T1' latter implies an open-ended commitment to
provide to each handicapped or disadvantaged vocational student the services required to
respond to that student's assessed needs. The mandate, so viewed, would become one of the
most important provisions of the Perkins Act. Its effect, on vocational education resources
and budgets might well be greater than those of the Perkins grants themselves.

The resource and cost implications of a broad service mandate are difficult to quantify
because the statutory requirements themselves are qualitative. LEAs would not be obliged to
expend specified amounts of mo,:ey or to supply specified doses of educational resources but
rather to assess the needs of each handicapped or disadvantaged vocational student and then to
p.ovide needed services. The impact of the mandates would largely depend, therefore, on how
the required assessments are carried out by whom, under what rules, and subject to what
constraints.

Under P.L. 94-142, similar assessments are conducted according to statutory procedures
and safeguarw for developing individualized education 1 plans (IEPs).96 The Perkins Act itself
does not require IEPs or IEP-type processes. The P.L. 94-142 requirements do carry over to
handicapped enrollees in vocational programs (as stipulated in Sec. 204(a)(3)), but
disadvantaged vocational students are not afforded similar protections. Conceivably. therefore.
need assessments for the disadvantaged would be conducted in such a manner that only modest
doses of special service: would be prescribed. LEAs are unlikely to voluntarily detect "need,
that imply costly special services. On the other hand, it is conceivable that procedures simi!,
to those used for the handicapped would eventually be extended to the disadvantaged also
(perhaps through litigation) and that the needs of both groups will be judged in more or less
the same way.

If Sec. 204(c) did evolve into a P.L. 94-142-type mandate for disadvantaged vocational
enrollees, what might be the effects on resources and costs? There is room for divergent
views on this issue. Interestingly, the Congressional staff person interviewed for this study
who most strongly favored a broad, P.L. 94-142-type interpretation of the mandate felt that
the costs of mandated serv=-es for the disadvantaged would be relatively modest. Assessments

of disadvantaged students, he believed, would typically call for modest amounts of remedial
instruction in basic skills, generally not costing more than could be paid for with Perkins.

96Among other things, these procc-' --es specify who is to participate in drawing up the
IEP for each tudent, provide for partic or of the student's parents in the planning process,
and establish appeal procedures for paren dissatisfied with the plans proposed for their
children.
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funds. This seems unrealistic, however. A relevant standard of comparison is that under the
federal program of compensatory education for the disadvantaged, extra costs of compensatory
instruction in basic skills have for years been in the range of 20 io 25 percent of the costs of
regular instruction. Perkins grants for the disadvantaged are only a fraction as large. It
seems likely, therefore, that even if special services for the disadvantaged consisted mainly of
remedial instruction in basic skills, the costs could be several times larger than the amounts of
Perkins aid (note that the mandated assessments alone are said sometimes to exhaust the
available Perkins funds). If the needed services also include modifications of vocational
instruction to accommodate the learning problems of the disadvantaged (e.g., smaller vocational
classes, use of teaching aides), then the costs could become much greater.

But despite the P.L. 94-142 precedent, it seems unlikely that LEAs could be compelled
under the Perkins Act to spend large amounts of their own money on special services for
disadvantaged vocational students. The difference between the two situations is that in the
case of the handicapped, a civil right to appropriate educational services has been established
in the law.97 States and LEAs are legally obliged to provide such services regardless of
whether they accept federal aid. In the case of the Perkins Act, however, the obligation to
comply with the Sec. 204(c) mandate is contingent on accepting federal funds. An LEA that
declines such funds is not required to provide the mandated services. If the costs of
compliance became large, it is likely that large numbers of LEAs would decline to participate.
This could leave the disadvantaged with fewer services than they would receive under a
Perkins Act with no service mandate provisions. A legal question requiring further analysis is
whether an LEA can ont out selectively from the Perkins program for the disadvantaged, as

OVAE/ED contends, thereby freeing itself from the obligation to provide mandated services
for the disadvantaged under Sec. 204(c), or whether it remains subject to the mandate if it
accepts any Perkins funds. If the firmer view is correct, the cost of opting out is relatively
low. If an LEA were required to forego all Perkins funds to free itself from the mandate, the
cost of opting out would be much higher, but still not necessarily high enough to induce LEAs
to spend several times the amount of their federal grants on disadvantaged vocational students.

A s, the foregoing comments make clear, the significance of the Perkins service mandates
is very different for hand:capped than for disadvantaged students. Handicapped students are
already the beneficiaries of a well-established, more detailed, and considerably stronger service
mandate under P.L. 94-142 That mandate is unambiguously open-ended and not tied to the
availability of federal funds, and it applies as much to handicapped vocational students as to
and other handicapped students. It pr -ivies -considerably more potent sere ice guarantees and

97That right is established under Sec. 504 of the Rehabilitation Act rather than under
F.L. 94-142 itself.
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protections than Sec. 204(c) of the Perkins Act. It appears, therefore, that Sec. 204(c) adds
little to the rights of the handicapped. For them, its function is mainly to reiterate the service
entitlements of P.L. 94-142 and to make clear that they apply fully to handicapped enrollees in
vocational programs.

Disadvantaged students, on the other hand, have no other claims to services comparable
to those extended to the handicapped under P.L. 94-142. For them, Sec. 204(c) creates a
service mandate where none was found before. At the same time, it potentially imposes (if
construed broadly) a new and potentially substantial fiscal burder. on Perkins grantees.
Argumerts about the meaning of the Perkins service mandates have to do mainly, therefore,
with how the disadvantaged are to be treated in vocational education. The rights of the
handicapped are unlikely to be much affected by how broadly or narrowly the Perkins
mandates are construed.

Finally, it would be recognized that how expansively the service mandates are
interpreted has implications for other Perkins provisions. If the entitlement view of the
mandate were eventually to prevail and if the requirements governing needs assessments and
prescriptions of special services were made rigorous (like the IEP requirements in P.L. 94-142),
many of the fiscal controls discussed in previous chapters--supplemental services, excess cost,
matching, nonsupplanting--would become superfluous. There would be little reason to insist
on particular uses of federal aid if the amounts of aid were small compared with the costs of
federally mandated special services. Thus, evolution cf the service mandate provisions could
eventually make the other resource allocation and targeting provisions

obsolete, leading to major simplification of the law. The notion of service standards as an
alternative to targeting federal funds could become a reality. However, while this would
reduce administrative complexity, paperwork, and problems of compliance, it is unlikely that
grantees would consider these gains to outweigh the substantially larger fiscal obligations that
the mandates would create.

SUMMARY: FINDINGS AND POLICY OPTIONS

The present status of the Perkins service mandates and equal access rules can be
summarized as follows: There are on the books these potentially important provishns, which
if interpreted broadly and impler. tinted effectively .would enlarge substantially the

opportunities and resources available to special-need students in vocational education. But

instead of trying to make them effective. OVAE/ED has sought either to minimize their
effects or to sweep them aside vi .1 interpretations that render them meaningless. Whether this

reflects antipathy to the Congressional purpose or unwillingness to restrict grantees in an era of
deregulation, the results are the same: guaiantees of equal access are not being enforced,
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and mandated services are not being provided. Moreover, the requirements in
their present diminished forms may actually harm the intended beneficiaries. The equal
access rule, as OVAE/ED construes it, may discourage grantees from channeling Perkins funds
and disadvantaged students into higher-level vocational programs. The service mandates, as
OVAE/ED interprets them, are likely to divert federal funds into marginally useful ancillary
services and away from improved vocational instruction. The handicapped and disadvantaged
would probably be better off with no such rules at all than with the present emasculated
versions.

Congress can respond to this situation either by accepting (or ignoring) what OVAE/ED
has done to Section 204 of the Act or it can decide to instill into the service mandates and
equal access rules the specificity, clarity, and force needed to make them effective. The
choice with respect to the equal access rule is particularly clear -cut: either do what is
necessary to make the guarantees of equal access meaningful or acquiesce in OVAE/ED's de
facto repeal of that section of the Act. The former would require Congress to take steps like
the following: (1) reaffirm that the Perkins equal access requirement applies to all vocational
education programs, federally funded or not, and that denial of equal access renders an LEA
or institution ineligible for federal aid; (2) incorporate specific standards of equality of access
into the law or the legislative history, covering such matters as admission requirements,
guidance and placement practices, the geographical distribution of vocational offerings, and
requirements for providing special assistance, where needed, to handicapped and disadvantaged
students; and (3) establish procedures for monitoring equality of access and/or channels
through which individuals who believe they have been denied access can seek relief. So

augmented, the equal a 'cess rule might do as much to expand opportunities for special-need
students as the Perkins grants themselves.

The choice facing Congress with respect to the service mandates in Sec. 204(c) is more
difficult. On one hand, OVAE/ED's view that the mandates merely specify how Perkins set-
aside funds are to be used is irreconcilable with the statutory language, and its implications, as
noted, may be educationally counterproductive. On the other hand, it is unclear whether
Congress real)/ intended to create a new, open-ended service entitlement for disadvantaged
vocational enrollees (or that it would have done so -if it had recognized the potential fiscal
implications of an entitlement approach). Given the unsatisfactory status quo, the issue
urgently requires clarification.

One ava, option, of course, is to confirm that the entitlement interpretation is
correct and that Sec. 204(c) is to be implemented as written. This would entail re jectin-
OVAE,'ED's interpretation, reaffirming that grantees must offer all handicapped and
disadvantaged vocational students the full set of services specified in the Act. and spelli13 out
granteer.' obligations ender the law. It would be useful, under the later heading, for Congress

S2
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to say unambiguously that (a) each handicapped or disadvantaged secondary vocational student
must receive instructional and other vocational education services appropriate to meet that
student's assessed needs, (b) an LEA's obligation to provide such services is not limited by the
availability of federal funds to pay for them, and (c) the obligation falls on each LEA that
receives federal aid under the Act.

Alternatively, Congress might determine that it did not (or does not) intend to create
an open-ended, potentially expensive new service entitlement for disadvantaged vocational
students. If so, it would probably be best to eliminate the service mandate provision entirely.
Intended or not, the principal function of Sec. 204(c) in its present form is to direct into
ancillary services federal funds that might otherwise be used to expand vocational education
opportunities for special-need students. This is a "benefit" that the would-be beneficiaries are
better off without.

Conceivably, a compromise, or in-between, option can be formulated that preserves the
main positive idea underlying Sec. 204(c) without affecting the service mix adversely or
imposing heavy fiscal obligations on the service providers. That idea--substituting service
standards for controls over the uses of federal fundsis very attractive in principle, as it
promises both improved services for special-need students and less intrusive federal rules.
Among the possibilities that may merit consideration are setting up limited claims to special
services rather than open-ended entitlenents, requiring states to develop service standards of
their own, and limiting coverage initially to small subsets of the potentially eligible target
populations. At the moment, however, no promising compromise solutions have been
developed; unless that changes, Congress will have to deal with the polar options laid out
above.
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8. THE INTERSTATE AND INTRASTATE FUND DISTRIBUTION MECHANISMS

Unlike the previous chapters, which have focused on provisions for controlling the uses
of Perkins funds by grantees, tills chapter considers how each grantee's allotment of funds is
determined. It examines the mechanisms for distributing Perkins grants for the handicapped
and disadvantaged among and within states and assesses their implications for resource
allocation and targeting. It also identifies problems with the existing mechanisms and suggests
alternative distribution methods.

The rationale for including the fund distribution issues in this study may not be
immediately apparent. The question of how much federal aid a grantee gets (the distribution
issue) is logically separable from the question of whether the grantee uses that aid to support
the intended activities and beneficiaries (the targeting issue). But from a broador, or "system,"
perspective, resource distribution and resource use are intertwined. If, say, aid for the
disadvantaged is maldistributed within a state, so that some LEAs receive substantially more
funds than others relative to their service needs, then types of disadvantaged students who are
served in some places will be ttnserved, or less adequately served, in others. From the point of
view of the system as a whole, this becomes a targeting problem--a failure to direct resources
to the intended beneficiaries. Similarly, if the interstate distributions of aid for the
handicapped and disadvantaged do not correspond reasonably well with needs for si..1rvices,
targeting will be adversely aiTected. A complete assessment of targeting, therefore, requ'res
evaluations of both the interstate and intrastate distributions of aid.

This chapter, of necessity, offers only a limited inquiry into the r rkins fund
distribution mechanism and not a full-scale "formula study." The latter typically center around
statistical analyses of actual fund distributions and simulations of alternative distributions. An
example of such a study of the interstate distribution of federal vocational education aid is
Grasberger et al. (1980). An example--probably the only one--of a full-scale study of the
intrastate distribution of vocational education funds is Benson and Hoachlander (1981b). Both
studies deal, as their dates indicate, with fund distributions prior to the Perkins Act. The lack
of comparable empirical studies of the current fund distribution mechanisms is a serious gap in
the policy literature. This chapter does not fill that gap, as it does not present data on actual
distributional outcomes. It does deal, however, with major issues concerning the design of the
fund distribution system and with their implications for the targeting of Perkins funds.

THE 1:"-:ISTING \IECH.ANISNI \''.D ITS EVOLUTION

Th.! Perkins Act sets forth a series of steps that must be followed. first 1-, ED OVAE
to distribute federal aid tc states and then h'. indivical states to distribute aid `.:,r the

3 c'z'. (.4 ±
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handicapped and disadvantaged among the eligible recipients (LEAs and postsecondary
institutions) within their boundaries. Most aspects of the intrastate distribution prt cess are
prescribed in detail in the statute, but some authority has been delegated to the states,
especially in selecting specific formula facto's. Moreover, as will be seen, the apparent
prescriptiveness of the statute has not precluded some creative improvisation at the state level,
of a kind that might surprise those who drafted the legislation. The following description
covers all but the most minor features of the distribution process.98

The ilistributian of Funds among States

The aggregate funds available for Perkins grants to states (parts of which are
subsequently to be earmarked for the handicapped and disat_ antaged) are distributed among
the states according to a formula set forth in Sec. 101 of the Act. This formula, which has
remained essentially unchanged since it was first introduced in the Vocational Education Act
of 1963, allocates funds in proportion to a weighted sum of state populations in certain age
brackets, except that an adjustment factor is applied that modifies the allocations in an inverse
relationship to state per capita income. Specifically, each state's allotment is calculated
according to the formula,

S {.585 E(P15-R) E(1320-R) '"E(P25-R)
100 STOT ° +

P25-RP15-R P20 -R 1,20

where P15, P20, and P25 are the state's populations in the 15-19, 20-24, and 25-65 age ranges,
respectively; R, the state's income-based "allotment ratio," is given by R = 1 .5(PCl/USPC1),
subject to the constraints that R may not be less than 0.40 or greater than 0.60; the sums in
tb- denominators are over all states; STOT is the total amount of aid available for distribution

'This description covers the distribution of grants for state programs under Sec. 3(a) and
Sec. 101 of the statute. These grants amount to 5819 million in FY 1989. or 89 percent of all
vocational education funds appropriated under the Perkins Act.

""r-C1 CI L)
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under the formula; PCI is the state's per - capita personal income; and USPCI is average per-
capita personal income in the United States."

Under the Perkins Act, the allotments calculated according to the foregoing formula are
subject to certain constraint!: One is a "hold-harmless" provision, guaranteeing each state at
least the same total funding , . it received in FY 1984; another establishes a minimum
allotment for each state (under certain conditions) of one-half of one percent of the total
funds available; and a third limits to 50 percent the year-to-year increase in any state's
allotment (P.L. 98-524, Sec. 101(a)(3)).

Earmarking of Funds for the Handicapped And Disadvantaged

Each state is permitted to reserve up to 7 percent (or in some cases, slightly more) of
the funds distributed under the interstate formula for state-level administration of the state
vocational education plan.11" Of the remainder, shares of 10 percent and 22 percent,
respectively, are earmarked for vocational education of the handicapped and disadvantaged.1°1
The 10-percent and 22-percent figures apply uniformly to all states; there is no provision for
them to vary in relation to the actual state percentages of handicapped or disadvantaged
enrollees.

99Notes regarding the formula: (1) The formula presented here is mathematically identical
to the formula specified narratively in the statute but does not have precisely the same form.
Some factors and terms have been combined for simplicity. (2) Certain special rules pertaining
to U.S. territories are not presented here. (3) The factor 100/85 at the beginning of the
formula reflects the peculiar statutory formulation whereby 85 percent of available funds are
distributed according to populations in the three age brackets (with weights of .50,. 20, and
.15, respectively) and the remaining 15 percent is allocated in proportion to the resulting
allotments. Combining the 100/85 factor with the population weights yields the true weights
assigned to each age bracket, which are (approximately) 58.8 percent for population 15-19,
23.5 percent for population 20-24, and 17.6 percent for population 2.5-65.

199The allowance for state administration may exceed 7 percent of the total grant by the
amount, if any, that required outlays for ce.:ain sex equity activities ex :eed 1 percent of the
same total (P.L. 98-524, Sec. 102(b)).

101 The statute describes this earmarkirL in two stages. First, the sum remaining after the
deduction for state administration is divided in proportions of 57 percent and 43 percent.
respectively, between the Vocational Education Opportunities Program under Title lEA
(programs for specific target groups) and the Improvement, Innovation, and Expansion Program
under Title 11B (Sec. 102(a)). The 57-percent share is then subdivided into six portions--the
10 percent and 22 percent shares f - Inc '- andicapped and disadvantaged and additional shares
for four other target groups (Sec.
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The Distribution of Funds Within States

Each state is required to distribute 100 percent of funds earmarked for the handicapped
and disadvantaged to eligible local recipients, which must be either LEAs or postsecondary
institutions.1°2 These distributions are to be made according to the following formulas
prescribed in the statute:

Handicapped. Of the funds earmarked for handicapped vocational students, 50 percent
are to be distributed in proportion to the number of economically disadvantaged individuals
enrolled by each eligible recipient; the other 50 percent are to be distributed in proportion to
the number of handicapped individuals served in vocational education by each eligible recipient
in the preceding year (Sec. 203(a)(I)).

Disadvantaged. Of the funds earmarked for disadvantaged vocational students, 50
percent are to be distributed in proportion to the number of economically disadvantaged
individuals enrolled by each eligible recipient; the other 50 percent are to be distributed in
proportion to the, number of disadvantaged individuals served in vocational education by each
eligible recipient in the preceding year (Sec. 203(a)(2)).

In addition, a separate suballocation rule requires each recipient to earmark for
vocational educatio.: of limited-English proficient (LEP) students a fraction of the 22-percent
set-aside for the disadvantaged equal to not less than the ratio of LEP enrollees to total
disadvantaged enrollees in that LEA cr institution (P.L. 98-524, Sec. 203(a)(3), as amended by
Sec. 705 of the Perkins Vocational Education Act Technical Amendments of November 1,
1985).

Expressed mathematically, the distribution formulas for the handicapped and
disadvantaged are,

HCTOT FCDIS HCSERV 15(HSTECDIS1 -1(STHCSERV ) j and

ECDIS DISSERV
1

DISAID DISTOT [ .5(STECDIS' 'STDISSERV )

where HCAID and DISAID are a recipient's allotments of aid for the handicapped and
disadvantaged, respectively; HCTOT and DISTOT are the amounts of the state's total allotment
of Perkins funds set aside for the handicapped and the disadvantage . respectively: ECDIS and

1°2P.L. 98-524, Sec. )304(4), Although states are generally prohibited from retaiiiin,,g an
`'ands earmarked for the handicapped and disadvantaged at the state level. state-operated
,:.pools serving the handicapped or disadvantaged are treated as eligible recipients for the
purpose of this distribution, and therefore they can receive allotments of funds.

3 c,



165

STECDIS are the numbers of economically disadvantaged persons (whether served in vocational
education or not) enrolled by the recipient and enrolled in the whole state, respectively:
HCSERV and DISSERV are the numbers of handicapped and disadvantaged students,
respectively, served by the recipient in vocational education in the previous yi ar; and
STHCSERV and STDISSERV are the numbers of handicapped and disadvantaged persons
served in vocational education in the previous year in the whole state.

There are no constraints on the allotments of funds to individual grantees under these
formulas--i.e., no floors, ceilings, or hold-harmless provisions.1°3 However, the statute does
impose on the distribution of all types of Perkins grants combined the constraint that

...States will allocate more Federal funds to eligible recipients in units of local
government which are economically depressed (including both urban and rural
units) or which have high unemployment, as determined by the State (P.L. 98-
524, Sec. 113(b)(5)). 104

Although this provision does not apply specifically to grants for the handicapped and
disadvantaged, it does apply to aggregates of which those grants are parts. Hence, it could
potentially influence the distributions of aid to the target groups.

The Act leaves it to each state to choose specific definitions of the key formula factors,
the number of economically disadvantaged persons enrolled and the numbers of handicapped
and disadvantaged persons served in vocational education, from among the many possibilities
allowed by the elastic federal definitions of "handicapped," "disadvantaged," and "vocational
student." This gives state administrators substantial latitude to influence the formulas and the
outcomes--a point whose implications are explored further below.

Apart from defining formula factors, many states have also assumed another, more
creative role in the distributional process that one would not anticipate from reading the
Perkins Act itself. These states have added to the prescribed formula allocation process an
extra step, not called for in the statute or the regulations and apparently not contemplated
IV Congress, that materially alters the distributional outcomes. Instead of distributing funds

103A provision in the Senate bill that would have established an optional floor by allowingstates to exclude from funding any recipients entitled to less than 51,000 under the formulaswas rejected in the conference committee, but the Act does say that states may "encourage"
anli eligible recipient entitled to a grant of $1,000 or less to operate programs joint1;:, it])another recipient (P.L. 98-524, Sec. 203(b)).

'"This requirement has been interpreted to mean that states rT111;t allocate more total
dollars, not just relatively more or more r. er student, to depressed or high-unemplo:, men tthan to other areas. (Conference Report on H R. 4164, item 218; 34 CFR, Sec. 401.19b)(4)).
The effects of this seemingly drastic constraint are greatly diminished, howeer. by
the discretion left to each state to construct its own definition of economically depressed
high-unemployment areas.
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among all eligible recipients according to the formulas specified in the law, these states first
divide the available funds into separate "pools" for different classes of recipients; then, having
done so, they use the formulas to distribute funds among the recipients within each
pool. Typically, there are two pools--one for LEAs and one for postsecondary institutions,
but sometimes there are more. New York State, for example, has three pools--one for LEAs,
one for BOCES,1" and one for postsecondary institutions. Since no such division of funds is
provided for in law, there are no rules governing the sizes of these pools. The apportionment
among classes of recipients (apparently whatever classes the state chooses) is, therefore, wholly
at state discretion.1" Although such arrangements have been approved tacitly by OVAE, the
existence of an e-tra-statutory procedure that substantially alters the results of an otherwise
statutorily - Acl process is a matter of serious concern.107 Its imp'ications are examined
below.

A fi.,11 component of the intrastate allocation process is a procedure for reallocating
funds that are not needed, or are returned to the states, by the initial recipients. OVAE/ED
has indicated, in response to a comment on the regulations, that states may reallocate such
unspent funds either according to the statutory formulas or to recipients that the states decide
have the "greatest needs" for additional .funds (50 FR 33287). There have been active
controversies as to (a) the circumstances under which states must use the formulas and those
under which they can make discretionary allocations on the basis of need and (b) what
constitutes a valid criterion of need, but the details are too complex to go into here.

105Boards of Occupational and Continuing Education Services--administrative units thatoperate area vocational schools.

10Oinformation on these pooling procedures was provided by OvAE officials and has been
confirmed by findings from ti.e NAVE-sponsored case studies and in informal conversations
with state officials.

ltrThe reason that states, and apparently OVAE, believe that sub iv iding federal aid into
state-defined pools is acceptable under the Act seems to be that such pools were allowed under
previous legislation. As explained in detail in Long and Silverstein (1981b, Chapter 4), states
subdivided funds into all kinds of pools under the 1976 Amendments, including pools for
different purposes and target groups as well as for different classes of recipients. Some but
not all these divisions were explicitly authorized in BOAE manuals and memoranda. The
statutory basis for fund distribution is fundamentally different under the Perkins Act,
however, from what it was previously. Under the 1976 rules, each state was permitted to
design its own formulas. and fund pools were features that states were free to include in their
formulas if they so chose. Under the Perkins Act, Congress has prescribed nationally uniform
formulas that states must use, and state discretion seems to be limited to providing the detailed
definitions of formula factors. Modifying the statutory formulas, whether by setting up pools
or otherwise, is not authorized by the Act, and it is not clear under what legal interpretation
such state action could be approved.
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Evolution of the Distribution Mechanism

The present distribution mechanism is a mix of components inherited from the past and
components newly designed for the Perkins Act, generally in response to criticisms of the
previous arrangements. As already noted, the interstate distribution formula has remained
essentially unchanged since its first appearance in the VEA of 1963. The final report of the
NIE Vocational Education Study (1981), drawing on Benson and Hoachlander (1981b), raised
issues concerning the rationality and equity of the interstate formula and suggested alternatives
(some of which are discussed below) but led to no Cohgressional action. Apparently, there has
not been sufficient dissatisfaction with the traditional interstate distribution to fuel a political
battle over this formula.

In contrast, both the procedures for distributing funds within states and the relationship
of those procedures to the percentage set-asides for the handicapped and disadvantaged have
been changed substantially in each reauthorization of the federal vocational education program.
These elements are very different under the Perkins Act from what they were under the
errlier statutes. The trend has been toward greater prescriptiveness with respect to the
intrastate distribution of aid for the handicapped and disadvantaged, but also, in the latest
round, toward greater simplicity.108 Thus, although there is now, for the first time, a

federally prescribed intrastate distribution formula, this formula reflects few of the factors that
states were supposedly to take into account in designing formulas of their own under the 1976
Amendments. The following is a brief summary of this evolution.

Under the 1963 Act, there was no earmarking of specific amounts of funds for the
handicapped or disadvantaged. It was up to each state to decide how much, if anything, to
spend on disadvantaged stuucnts ne handicapped were not specific: 11y covered). Ti.rn-e was
also no federally prescribed intrastate distribution mechanism, either for federal aid generally
or for aid to special-need students. States were free to distribute federal funds among LEAs
as they chose, subject only to the vague exhortation to give due consideration...to the results of
periodic evaluations of State and local vocational education prog.ams and services in light of
information regarding current and projected manpower needs and job opportunities, and to the
relative vocational education needs of all groups in all communities in the State (P.L. 88-210,
Sec. 5(a)(2),.

The 1968 Amendments introduced the set-asides of certain percentages of each state's
allotment for the har icapped and disadvantaged (10 percent and 15 percent, respectively) but

1081n sharp contrast, there has been a shift away from pre, .-itiveness with respect to the
intrastate distributions of all Perkins grants except those for th an .icapped and
disadvantaged, to the extent that the othe: distributions are no' ,otally deregulated and left to
state discretion.
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still did not prescribe a specific intrastate distribution process either for federal funds
generally or for funds earmarked for the target groups. Al locative discretion remained with
the states, but the list of items to be given "due consideration" grew considerably. States were
now to consider manpower needs and job opportunities (particularly "new and emerging" ones);
"the relative vocational education needs of all population groups in all geographical areas and
communities in the State"; the relative ability of LEAs, particularly in economically depressed
or high-unemployment areas, to support vocational education; the relative costs of programs in
different LEAs; and whether LEAs were making "reasonable" tax efforts. Funds were not to
be allocated by any method, such as matching of local outlays at uniform rates, that failed to
take these factors into account (P.L. 90-576, Sec. 123(a)(6)). Of special relevance to the
handicapped and disadvantaged, states were also directed to take particular account, in
assessing vocational education needs, the needs of ''persons with academic, socioeconomic,
mental, and physical liandicap;', that pre.,.:,nt them from succeeding in regular vocational
education programs" (ibid.). Thus, the needs of the handicapped and disadvantaged became a
fund distribution criterion, even though it was assigned no specific role or weight n the
distribution process.

In proceedings leading up to the 1976 reauthorization of the YEA, much dissatisfactioa

was expressed in the Congressional committees about the manner in which federal funds were

being distributed within states (Long and Silverstein, 1981b; NIE Vocational Education
Study, 1981). In the 1976 Amendments, Congress attempted to assert greater control over
those distributions, while still stopping short of prescribing intrastate distribution formulas. To

do so, it shifted from exhorting states to "consider" certain factors to a seemingly more
prescriptive approach. The 1976 statute required, first, that states "give priority" to recipients
that

(i) are located in economically depressed areas and areas with high rates of
unemployment, and are unable to provide the resources necessary to meet the
vocational education needs of those areas without federal assistance, and
(ii) propose programs which are new to the, are; to be served and which are
designed to meet new and emerging manpower needs and job opportunities in
the area and, where relevant, in the States and the nation (P.L. 94-482, Sec.
106(a)(5)(A)).

Second, it stipulated that states should base fund distributions on "economic, social and
demographic factors relating to the need for vocational e lucation among the various
populations and various areas of the state," of which the two "most important" factors were to
be

in the case of local educational agencies, the relative financial ability of such
agencies to provide the resources necessary to meet the need for vocational
education in he areas they service and the relative number or concentration of
low-income families or individuals within such agencies, and (II in the case of

191
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other eligible recipients, the relative financial ability of such recipients to
provide the resources necessary to initiate or maintait_ vocational education
programs to meet the needs of their students and the relative number or
concentration of students whom they serve whose education imposes higher than
average costs, such as handicapped students, students from low-income families,
and students from families in which English is not the dominant language
(PI-. 94-482, Sec. 106(a)(5)(B)).

0_,ce these provisions became law, there ensued a lengthy, laborious, frustrating--and
ultimately unsuccessful--process wherein BOAE, interacting with the states, struggled to give
operational content to the newly prestaiLeu allocative criteria. Numerous interpretations,
policy memoranda, and even fund distribution manuals were issued, seeking to define the
statutory criteria operationally and to explain how they were to be integrated into a
fund allocation system.'°9 Along the way, BOAE settled one key issue by stipulating that
states had to distribute funds by formula--something that Congress had never said explicitly
itself. However, other major issues were never resolved satisfactorily, among them how
multiple criteria mentioned in the law were to be 'ombined and weighted and--of special
relevance to the handicapped and disadvantaged- -how intrastate allocations under the formula
were to be integrated with the state-level percentage set-asides for special-need populations."°

The outcomes of this process have been analyzed in depth, from a legal perspective in
Long :Id Silverstein (1981b) and from technical and statistical perspectives in Benson and
Hoachlander (1981b). In essence, Congress had promulgated too many criteria, some mutually
inconsistent, and specified them too vaguely to produce the intended results. The distributions
did not turn out as intended. According to Benson and Hoachlander (1981), systematic
statistical relationships generally could not be detected between fund allocations and the
Congressionally idenfied "most important" and "priority" factors. States were able to take
advantage of gaps and contradictions in the federal specifications to produce essentially the
distributional tterns of their choice. Trying to control formula allocations without specifying
the formulas I =elves proved to be an unworkable approach (Benson and Hoachlander,
1981b; NIE Vo_ational Education Study, 1981).

'°9See Long and Silverstein (1981b) for details of the BOAE interpretations and citations
of documents.

11°Lacking guidance on the latter issue, some states chose to d;.:,tribute all federal funds
under a single formula and thel to impose the percentage set-aside requirements on the
individual grantees, while others applied the percentage set-asides first, creating separate stare -
level pools of aid for the handicapped and disadvantaged, which were then distributed by
separate formulas to the grantees. These two approaches yield very different distributions of
aid for the handicapped and disadvantaged (Long and Silverstein. 1981b; Benson and
Hoachlander, 1981b.,.
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In drafting the Perkins Act, Congress seems to have rracted to the perceived failure of
the 1976 approach by shifting its strategy in two opposite directions at the same time. Its new
strategy with respect to aid for the handicapped and disadvantaged is highly prescriptive: all
states must use the previously described statutory intrastate distribution formulas. Its new
strategy with respect to all other Perkins grants is total deregulation; states may distribute
Perkins funds not earmarked for the handicapped and disadvantaged--68 percent of the total--
any way they choose. This arrangement has the surface appearance of a compromise- -
controlling tightly the distribution of funds of clearest federal interest, the handicapped and

disadvantaged set-asides, while letting states distribute the rest as they like. However, it raises
the discomf rting question of whether prescribing the distribution of a minor fraction of
federal aid is distinguishable from prescribing nothing at all, considering that states, given
discretion to distribute the larger share of Perkins funds, seem able z shape the entire
distribution to their liking. This is another issue taken up below.

ISSUES CONCERNING THE INTERSTATE DISTRIBUTION

This discussion of the interstate distribution of aid for the handicapped anr:
disadvantaged deals with three topics: the design of the interstate fund distribution formula,
the implications of earmarking fixed percentages of state allotments for handicapped and
disadvantaged students; and the net distributional effects, as opposed to the nominal effects, of
the present fund allocation process. Some of the comments on the first and third of these
topics necessarily pertain to the distributions of all types of Perkins grants, but the emphasis is

on distributions of the handicapped and disadvantaged set-aside funds

The Design of the Interstate Distribut. on Formula

The interstate fund distribution formula is tradition-encrusted, well-entrenched, and
politically,difficult to reconsider. It seems to have received very little Congressional attention
during the 1984 reauthOrization process, despite the findings as to its shortcomings presented in
the final report of the NIE Vocational Education Study (1981). Two things have occurred,
however, that may enhance the prospects for a more serious review in the iuture. One is that
patterns of enrollment in vocational education lave changed and are continuing to change in
ways that make the established formula seem increasingly inappropriate. The other is that

Congress altered the goals of the federal vocational education program in 1984, emphasizing
the relatively specific c2.oal- f program irnpro ement and acces or .special -need student;
the predominant former goal cf subsidizing vocational education generally. Both developments
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imply that the existing formula, wl,atever its former merits or faults, is now less compatible
with federal purposes than it a:, 1 clder prior law.

The specific features of formula that have attracted criticism in the past or that are
called into question by the shift in Congressional emphasis are the following:

1. The use of broad population counts, rather than indicators of need or
demand for vocational education cervices, as the main allocation factors;

2. The absence of factors reflecting current federal goals in vocational
education--in particular, factors reflecting the interstate distribution of
special-need populations; and

3. The inclusion of an adjustment factor for per-capita income, but not
adjustments for other arguably relevant factors, such as program costs.

4. The imposition of constraints on the formula-based fund allocations--in
particular, the requirement that each state receive at least one-half of
one percent of all Perkins funds.

Each feature is consic!ered, along with relevant alternatives, in the following discussion.
The Population Factor. Even if one thinks of federal aid as nothing more than a

general subsidy for vocational education, there is still reason to question the role of population
as the main formula factor. Using populatior as a proxy for a more direct measure of need or
demz.nd for vocational education would not be a problem if the ratio of vocational education
enrollment or vocational education services were roughly uniform across states, but thar
apparently is not the case. According to data developed in Benson and Hoachlander (1981b)
and presented in the report of the NIE Vocational Education Study (1981), the enrollment-to-
population ratio varied widely among states (as of 1979), and consequently the amount of
federal aid per vocational student varied substantially and erratically from one state to
aaother.111 This variability makes it difficult to claim that a population-based distribution
matches federal aid to each state's needs for vocational education funds.

The lack of recent state-level data on participation in vocational education makes it
impossible to measure the variability in aid per vocational enrollee under Perkins, out there is
no reason to think that the allocations have become more uniform. If anything, recent

111This refers to variation other than the ;ntentionai ,,..riation based on per -ca:
which is discussed separately below. Note that the vocational enrollment data use ' Benson
and Hoachlander are from the old Vocational Education IJ2ta stem i V EDS r an,
ciubious quality. Some of the apparent variation in enrollment rates among state may flect
interstate differences in defining vocational enrollments rather than true enrollment
differences. On the other hand, because the data represent counts or persons eririlled ratae
than FTE enrollments, they may tend to understate the range of Yarimion in FTE enrollnitn.t
and. hence, in vocation2I education services,
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educational reform efforts may have made the pattern more erratic. Such reforms are likely to
drive down high school vocational enrollment by requiring students to take more academic
courses; but because some states have implemented reforms more rapidly than others, a

probable side effect is to add to the interstate variability in both vocational enrollment relative
to population and aid per vocational enrollee. Changing enrollment patterns, therefore, have
probably further undercut the rationale for distributing funds according to population.

Would it bA feasible to use a more direct indicator of need or demand for vocational
education in the formula? The most obvious possibility is to use vocational education
enrollment itself, or, preferably, FTE vocational enrollment, as the latter allows for interstate
variatio.i in the amount of vocational education "consumed" by each participant. But
unfortunately, using enrollment data is not a viable short-term option. Data are not now
available on vocational education enrollment by sz.Me, and developing data of adequate quality
would be difficult.112 Using state-generated data for the purpose would be unsatisfactory,
given each state's clear self-interest in the results, unless the data collection procedures were
standardized and llosely monitored by the federal government. The Perkins Act itself (Sec.
421) calls for an effort by the National Center for Education Statistics (NCES) to establish a
new vocational education data reporting system, which, once developed, would presumably
yield the necessary enrollment data, but little progress has been made thus far. Until that
changes, an enrollment-based distribution of aid is not a feasible alternative.

Allocation factors other than vocational enrollment can also be contemplated as
alternatives to the present population variables. One possibility, less drastic than shifting to
enrollment, is to allocate according to the noncollege-going population rather than the total
population of each state--the rationale being. of course, that the demand for vocational
education arises mainly from the noncollege-going group. Another option, reflecting a very
different concept of demand or need for vocational education, would be to allocate according
to each state's employment in the types of occupations for which people can prepare in
vocational education programs (or, more generally, according to indicators of the labor-market
demand for persons with vocational training). The data required to implement these concepts
are not immediately at hand, however, and the concepts themselves need further development
and evaluation.

A more muric'ane option, but one that is clearly feasible, would be to allocate funds
according to enrollnient (total, not vocational) in the pertinent classes of institutions.

112The failure of the costly effort to develop >atistactory vocational education
in:luding enrollment data, under the Vocational Education Data System (VEDS) pros
warning as to the obstacles to data development in L is field. See, e.g., the discussion of the
VEDS data in Hoachlander. Choy, and Lareau (1985) the assessment by Barnes (1'..,t
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Specifically, funds could be allocated according to enrollments in the secondary schools, area
vocational schools, technical institutes, and two-year community colleges of each state (with
differential weighting for the different types of institutions, if desired). This would not
reflect interstate variations in demand for vocational education directly, as both vocational and
nonvocational enrollees would be counted, but it would probably approximate them more
closely than the present population-based allocations.

In the short nitt, only the last-mentioned option is feasible, but over the longer term,
better options could be made practicable. Given adequate federal support, state-by-state data
on enrollment, FTE enrollment, or course enrollment in vocational education could probably be
produced in two or three years and then seriously considered for use in the funding formula
(such data, incidentally, would serve multiple purposes in program evaluation and policy
analysis as well as being useful for distributing funds). Therefore, development of enrollment-
related data for future use seems an option well worth pursuing.

"Missing" Factors: the Numbers of Special-Need Students in Each .State. Given that
one of the two main purposes of Perkins grants is to finance services for special-need students,
it is difficult to explain why numbers of special-need students in each state are not taken into
acccant in the interstate distribution of Perkins funds.113 The relevance of these numbers
arises out of the uneven distributions among states of some of the target groups that 57
percent of Perkins funds are intended to support. In particular, the fraction of the student
population classifiable as disadvantaged varies widely. For example, the estimated percentage
of children below the poverty line is approximately 2.5 times as great in some states as in
others. Therefore, distributing aid to states with nc, regard to the prevalence of disadvantage
and then setting aside the fixed 22-percent share of each state's allotment for the
disadvantaged results in large interstatf, disparities in aid per disadvantaged person. The same
applies to the interstate distribution of aid for vocational education of the handicapped, except
that the disparities are smaller because handicapped persons are more evenly distributed.
Whether it applies to other Perkins target groups is unknown, as there are no data on, e.g.,
numbers of single parents and homemakers in each state. Nevertheless, the failure to take
account of the uneven distribution of the disadvantaged alone is significant, given that 22
percent of all Perkins aid is designated for that group.

11"-' ihe other main purpoi. 4 Perkins grants is, of course. to improve vocational pry- "rarei
and ,.)ne might equail,, well ask why the interstate fund distribution formula does not
,...onr in factors Thai reflect the need for, or p.)rhaps the capacity for, program improvement
each ,,tate. The absence of such factors is understandable. however, since "need for
improvement" is an exceedingly diff icult concept to make operational, much less to capture in
a formula factor. The same cannot be said of the absence of indicators of the prevalence of
special-need students.



One cannot cite unavailability of data to explain why the incidence of disadvantage is
not reflected in the interstate formuia. In addition to counts of poor persons, AFDC
recipients, etc., an official indicator, long-used to disperse major sums of federal aid is also
availablenameiy, the count of low-income pupils used to distribute federal aid under ECIA
Chapter '. It would - reasonable to consider using one of these factors to distribute at least
aid for the disadvant.,,cd, if not a larger share of vocational education aid, under Perkins.114
Ideally, one might want to distribute aid for the disadvantaged according to the number of
disadvantaged vocational enrollees in each state, but data on that vari'lble, like data on
vocational enrollment generally, are not now available.115 Nevertheless, even using a general
indicator or the concentration of low-income persons would produce a closer correspondence
than we have t "day between federal aid 2nd needs for vocational education of the
disadvantaged. (Note: If the interstate distribution formula were altered to take account of the
numbers of special-need persons in each state, it would be logical to make simultaneous
changes in the rules for setting funds aside for the handicapped, the disadvantaged, and other
target groups. Pertinent options are discussed below.)

Per-Capita Income and Other Adjustment Factors. The income factor in the present
interstate formula has a distributional effect that many applaud--namely, it shifts the
distribution of Perkins funds in favor of poorer states. The adjustment is designed so that
states with the lowest per-capita incomes receive 20 percent more aid per (weighted) member
of the population than states with average per-capita incomes, while states with the highest
per-capita incomes receive 20 percent less. (Putting it differently, the lowest-income states
receive 50 percent more aid per capita than the highest-income states.) The rationale for
establishing this inverse relationship to income is that it reflects and partly compensates for

114An argument for distributing more than 22 percent of Perkins funds on the of the
nuin'uer of low-income persons or students in each state is that at least some of the kins
funds earmarked for other groups, particularly the 8.5 percent set aside for single par ::.ts and
homemakers, are also intended mainly to serve persons who qualify as disadvantaged

1-:;States are required to produce data on both numbers of economically disadvantaged
students md numbers of disadvantaged students served by vocational programs to operate the
intrastate 'listributi,,n formulas, but although these data are supposed to be based uniform
statewide lefinitions, there is no compatibility of definitions across states and hence no
possibility using the same figures for the interstate distribution.
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interstate differences in fiscal capacity and reduces to some degree the interstate disparities
that would otherwise exist in levels of support for vocational education.116

One issue concerning the per-capita income adjustment is whether it compensates for
disparities to an adequate or appropriate degree. The degree of equalization it produces is
obviously not very large. If one considers that a typical state receives under Perkins a federal
subsidy equal to perhaps 6 percent of state-local vocational education outlays and that the

income factor causes this to vary from about 4.8 percent for high-income states to about 7.2
percent for low-income states, then it can be seen that the whole equalizing effect hinges on

providing some states 107.2 percent rather than 104.8 percent of what they might have spent
on their. own.117 This hardly constitutes a substantial redistribution of resources. It must be
recognized, however, that the modesty of the redistributive effect is inherent in the low
federal share of vocational education funding, compared to which the design of the formula is
a second-order consideration. Even a radically equalizing (and presumably politically
unacceptable) distribution of the existing sum of federal aid--say, allocating all Perkins funds
to only the lowest-income states--would reduce by only a minor fraction the present interstaie
disparities in fiscal capacity and actual levels of support.

This is not to say that nothing can be done, or should be done, to make Perkins grants
more equalizing. Eliminating the present upper and lower bounds (0.6 and 0.4) on the present
adjustment factor would be a step in that direction!, changing the mathematical form of the
adjustment to make the aid-income relationship steeper would also strengthen the equalizing
effect. A measure of realism is in order, however, as to v hat is feasible to accomplish. The
scale of federal vocatior,a1 aid is: simply too small, relative to the size of the enterprise being
aided, to have a substantial redistributive effect.

A different question raised about the present adjustment factor (specifically, in Benson
and Hoachlander, 1981b) is whether, while compensating for disparities in fiscal capacity, it
ignores equally important disparities in resource costs. The latter disparities are substantial.

MIWINWI.NINE..
1161t has also been suggested that allocating more aid to states with low per-capita incomes

is a way of taking into account the unequal distribution of disadvantaged individuals among
states--i.e., that it is a substitute for including indicators of the incidence of low income or
disadvantage in the formula, as discussed above. However, this puts more of a burden on the
modest adjustment for per-capita income than it can reasonably bear. Moreover, per-capita
income is not particularly well correlated with the incidence of disadvantage, as .,ome of the
higher-income states, such as New York and California, have relatively high p,;:entages of
disadvantaged youth,

1I7This, of course, is highly simplified, as it takes into account neither the interstate
variation in the ratio of federal to state-local support nor state fiscal responses to federal aid.
Nevertheless, it does illustrate the limited potential magnitude of the formula's equalizing
effect.
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As an illustration, the average salary per teacher varies by a factor of almost 1.7 between
the highest-paying and lowest-paying states.118 The significance of this variation for federal
fund aliolation is that the same amount of aid per student buys different amounts of resources
and services in different states. Ideally, one would want to take this into account in
distributing aid, perhaps by adjusting the aid allocations with an appropriate cost index, so
that each state receives (other things being equal) the same "real" aid per unit of need. The

relevance of this to the income-based adjustment factor in the present formula is that there is
a positive correlation between fiscal capacity, as measured by per-capita income, and the level
of resource costs. The question arises, therefore, of whether adjusting for per-capita income
without also taking into account the partially offsetting cost factor is appropriate.
Conceivably, one could be giving extra vocational education aid to a state on the basis of its
below-average per-capita income, while that state is actually able to support programs at
above-average levels by virtue of its low resource costs.

As a practical matter, adjusting for interstate cost differentials is not immediately
feasible. Such adjustments have often been called for by policy analysts, but no usable
education cost indices have yet been constructed for states. The issue, therefore is whether it
is better to adjust for fiscal capacity (pee-capita income) without taking cost into account or
not to adjust the population-based distribution at all. Considering that the present formula
adjusts only fractionally for differences in fiscal capacity (i.e., it certainly does not give
low-income states the same ability as high-income states to "afford" vocational education), the
proposition that a cost factor is essential lacks force. Undoubtedly, some Jistortions occur
because cost variations are not considered, but the overall effect is to produce a fiscal-capacity
correction in the proper direction.

The Lower Bound on State Share. of Perkins Funds. Appended to the interstate fund
distribution formula, as explained above, is the stipulation that each sta :e shall receive at least
one-half of one percent of the available Perkins funds. This is intended to, and c!early has.
the effect of raising the allotments of the less populous states relative to those of all other
states. The rough magnitude of the effect is also clear. Since each of the least populous states
has, roughly, about one-fourth of one percent or less of the U.S. population, the effect of
setting the minimum share at one-hail of one percent is to give each state about twice as
much aid as it would receive under the basic formula (as modified, of course, by the formula's
per-capit., fieCnite lacier).

118National Center for Education Statistics (1987). The comparison excludes
the District of Columbia. It shouid be noted that the observed interstate clisparitis in ;.ivera..-
teacher salaries reflect variations in teacher attributes (experience, training, etc.i well as
variation in costs. Nevertheless, the cost differentials are still substantial.
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There is little to be said about the merits of such a constraint. The main argument that
generally could be made for a lower bound on aid is one based on economies of scale--
namely, that a state needs a certain minimum critical mass of resources to accomplishing
anything useful. This argument is hard to apply to the case at hand, however, since most
Perkins funds are in fact dispersed widely and in small amounts to LEAs and institutions.
One may argue that each state, regardless of size, needs a certain minizr= level of funding to
administer fed ral aid effectively, but since the allowance for state administration is only 7

percent of the s ate grant, that alone does not explain why a lower bound should be applied to
the entire state allotment. The one-half percent constraint has to be understood as a political
arrangement--one that is common to many federal grant programs (see GAO, 1986 for
descriptions of similar constraints attache. to other grant formulas). Fortunately, it affects the
distribution of only a small percentage of total Perkins funds.

The Percentage Set-Asides for the Handicapped and Disadvantaged

Setting aside certain portions of the Perkins appropriation for the handicapped and
disadvantaged makes sense at the national level, but it is difficult to find a rationale for
making the set-aside percentages uniform across states. Handicapped and disadvantaged
persons do not make up the same fraction of each state's population or student body, and so it
is not clear why they should receive the same shares of each state's Perkins grant. Earmarking
a fixed 10 percent of each state's allotment for the handicapped is only moderately troubling,
since interstate variations in the incidence of hand;'3apping conditions are relatively minor.
Earmarking a uniform 22 percent for the disadvantaged is more disturbing, however, because.
as already noted, interstate disparities in the incidence of disadvantage are large.
Consequently, the disadvantaged set-aside may provide several times as much support per
disadvantaged person in some states as in others--a situation that seems inequitable and that
certainly reflects a mismatch between fo-deral aid and service needs.

The appropriate remedy depends on whether one takes the present interstate formula as
given. Assuming that it will not be changed, the only way to respond to the unequal concen-
trations of handicapped and disadvantaged individuals in different states is by allowing the
set-aside percentages to vary. In the case of the disadvantaged, this could be accomplished by
linking the percentages to any of the pre, iously mentioned indicators prevalence of low
incc me. For example, taking the ECIA C-Ipter count of low-income pupils (PON:COT:NM
at ne indicator of incidence of disadvantage. one could establish each state's set-aside
perceritac.e (DESPCT) according to the formula. DESPCT = k'POVCOUNT. "here the ,:onstant.
ks is chosen to equate the aggregate national set-aside for the disadvantaged to a predeter-
mined percentage of total Perkins funds. Such a formula would probably yield disadvantaged
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set-asides ranging from below 10 percent in state., with the lowest poverty concentrations to 30
to 40 percent in states with the highest. Similarly, variable set-aside percentages for
the handicapped could be based on the handicapped enrollment percentages presented each
year in the Education Department's annual reports on implementation of the Education of the
handicapped Act. Such formulas would establish proportionality between the percentage of
each state's students with special needs and the percentage of Perkins funds set aside to serve
them.

The foregoing is clearly a second-best solution, however. It does improve the
allocations of funds set aside for the handicapped and disadvantaged, but only at the expense
of worsening the distributions of other types of Perkins grants. To see why, consider two
states that have identical needs for vocational education, except that one has a much larger
concentration of disadvantaged persons than the other. Suppose that a variable set-aside
formula, such as the one described above, earmarks 35 percent of Perkins aid for the
disadvantaged in State A but only 10 percent in State B. in terms of equity for the
disadvantaged, this solution works well: federal aid is proportional to service needs. But
consider what happens to the Perkins funds earmarked for other uses. Suppose, for simplicity,
that the interstate differences in set-asides for the disadvantaged are offset entirely by
differences in the funds available for program improvement activities under Title IIB. State A
would be left with only 30 percent of its Perkins grant to spend on program improvement, as
compared with 55 percent in State B--a result that is hard to justify, given the assumption
that both states face identical needs for vocational education services.119 In sum, the gain in
equity for the disadvantaged is offset by decreased equity in the allocations of other Perkins
funds.

An alternative that avoids these undesirable allocative effects has already been
described. It is to apt* the set-aside percentages at the national level, earmarking certain
percentages of the t: ..al Perkins appropriation for the disadvantaged, the handicapped, and
perhaps other gro,,ps, and then to distribute each of those pots of money among the states
according to app opriate indicators. This approach, unlike the variable set-aside method, does
not entail supp( rting the disadvantaged or handicapped at the expense of other groups or
activities. A sate with a large concentration of the disadvantaged would receive extra feder:,1

35 percent of state As grant is allocated to the disac :staged. as compared ith
the 22 percent allocated under the current Act. which means that a 13-percentage-point ,:.hare
of the 43-percent earmarked for Title 11B must be reallocated co make up the difference.
leaving only 30 percent for program improvement, In the case of State B, only 10 percent i,)f
the state gv.nt is earmarked for the disadvantaged, leaving an extra 12 percentage points to 1.7e

shifted to Title 1113 programs. which raises the total allocation for program improvement from
43 to 55 percent.

2('?
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funds based on its low-income population; it would not have to devote an above-average
proportion of a fixed allotment to disadvantaged students.

Note that distributing aid in the manner just proposed implies a basic change in the
structure of the fund distribution mechanism, not merely changes in formulas. The present
structure prescribes a formula-based distribution to me: followed by disaggregation within
each state into (fixed) fractions for different target groups and uses. Under the proposed
alternative, the sequence would be reversed. Perkins funds would first be apportioned at the
national level into allotments for the various target groups, and each such ailotment would then
be distributed by formula among the states. Moreover, instead of a single interstate
distribution formula there would be multiple formulas (one for each pot of funds), each based
on factors appropriate to the target group or purpose in question.

Net Effects Versus Nominal Effects of the Interstate Distribution

There is a tendency in evaluating federal aid formulas to focus on the distribution of
the federal dollars themselves, forgetting that the purpose of aid is to generate additional
outlays for the designated programs and beneficiariesin this case, supplemental services for
the handicapped and disadvantaged. When programs are financed with state and local as well
as federal funds, however, the effects of federal aid on services depend not only on how the
federal money is distributed but also on how the recipients respond. If some states use federal
aid additively, while others mainly substitute federal for nonfederal dollars, the distribution of
the net effects of federal aid may not resemble the gross distribution of the federal grants.

It would be exceedingly difficult to estimate accurately the degree to which federal aid
has translated into additional program outlays in each state. Both the data requirements and
the analytical requirements for such estimation are too demanding. Nevertheless, there is
reason to expect federal aid to be differentially additive to nonfederal spending in different
states. As explained in the earlier chapters on excess costs and supplanting, the degree of
additivity depends on, among other things, the level of support that grantees would have
provided for the service in question in the absence of federal funding. In the case of
supplemental services for special-need students, particularly the disadvantaged, these levels of
support are believed to be highly variable among states, with some states doing little on their
6,Ain io piuvide extra services to target-group students and some doing a great deal. This
means that opportunities :o substitute federal for nonfederal funds are unevenly distributed
among states, ;ird it is likely that actual bstitution rates vary correspondim:ly. The
distribution ut. i-ederai dollars probably gl es a misleading impression, therefore, of the
interstate distribution of incremental services generated by Perkins grants

2")
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It is noteworthy in this regard that very little in the federal legal framework, as
currently interpreted, poses a significant barrier to states' substituting federal funds for
nonfederal resources that would otherwise have gone to support the handicapped and
disadvantaged. The supplemental services and excess cost requirements, as explained in
Chapter 4, inhibit substitution only to a limited degree and only under certain circumstances;
they are ineffective in cases where states would have incurred substantial excess costs for The
handicapped and disadvantaged on their own. The Perkins nonsupplanting rule, as explained
in Chapter 6, has not been interpreted in a way that would prevent states from displacing their
own support for special-need students with federal funds. The maintenance of effort iequire-
ment in the Perkins Act (P.L. 08-524, Sec. 503) pertains only to spending for vocational
education in the aggregate and therefore does not impede shifts of state or local vocational
education funds away from the handicapped or disadvantaged. Consequently, there are no
guarantees that federal aid for vocational education of the handicapped and disadvantaged will
translate, even approximately, into increments in statewide spending for the designated target
groups, Under these circumstances, any resemblance betweei: the net and nominal effects of
federal grants on interstate distributions of outlays for special- nEed students is likely to be
coincidental.

ISSUES CONCERNING THE INTRASTATE DISTRIBUTION

The present federal formulas for distributing grants for the handicapped Ind
disadvantaged within states are new under the Perkins Act, and apparently no evaluations have
yet been done of either their designs or their actual effects. Some of the key design questions
are the standard questions one would ask about any federal fund distribution formula: Are the
formula factors consistent with the purposes of the grants? Do they reflect needs for the
services in question? Does the formula take account of relevant differences in circumstances?
Does it have an appropriate mathematical f(,.1 m? Another, more specialized issue has alread.
been raised: is the practice of dividing federal aid into "pools" for different classes of
recipients before applying the formula consistent with Congressional intent, and what are its
effects on the distributional outcomes? Another special issue concerns potential side effects-
in particular, the influence of the intrastate formulas on the numbers and types of students to
be served. Fin a troubling question about the net effects of the formulas is saved for last
to avoid casting a pall over the rest of the discussion: riven that the formulas apply to onl. 'z7

percent of Perkins funds and that the distribution of the :;,ther percent at Into n.

what real influence can the formulas exert on the intrastate distribution of federal aid!
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Formula Factors and Mathematical Forms

The formulas for distributing aid for the handicapped and disadvantaged each contain
two factors, '/hick are equally weighted and combined additiveiy: (1) the number of
economically disadvantaged students enrolled by a recipient and (2) the number of handicapped
or disadvantaged students, as the case may be, served in vocational education by the recipient
in the previous year. This discussion focuses, first, on the individual formula factors; second,
on the formula's mathematical form; third, on whether there are other factors, not now
included in the formula, that ought to play a role; and finally, on the special issue of whether
it makes sense to distribute substantial numbers of very small grants.

The Number of Economically Disadvantaged Enrollees. Although t:lis factor appears in
both formulas, the rationale for its inclusion is not self-evident. It might seem, initially, tnat
the number of economically disadvantaged enrollees is a highly appropriate factor to include in
the formula for allocating disadvantaged set-aside funds until one considers that a more
pertinent indicator of need, the number of disadvantaged students served in vocational
education, also appears in the same formula. One may well ask, therefore, what function the
count of economically disadvantaged enrollees serves. In the case of the formula for allocating
handicapped set-aside funds, the question is why the number of economically disadvantaged
persons is relevant at all. What does it have to do with needs of the handicapped in vocational
education?

The answer to both questions (based on a review of the legislative history) seems to be
that the number of economically disadvantaged enrollees was incorporated into these formulas
not as a measure of need for services but rather as a rough proxy for fiscal capacity and/or
grantees' needs for outside financial assistance. This interpretation is based on language in the
report on the Senate bill that preceded the Perkin3 Act. Under that bill, there was to be a
single formula for distributing funds for both handicapped and disadvantaged students, ?nd
one factor in the formula was to be the number of economically disadvantaged individuals
enrolled. The purpose of the factor, according to the Committee's report, was tc take into
account "the relatively higher burden facing recipients that serve large numbers of the

economically disadvantaged."'" The House-Senate conference committee split the formula into

separate formulas for the handicapped and the disadvantaged but retained the economic-
disadvantasze factor in hnth, prectirnahly to servo the same purpose Thws, the factor shnuld he
viewed not as a redundant or extraneous indicator of need but rather as analogous to the per-
capita income factor in the interstate formula. Unfortunately. the number

12°Report to accompany S.2341, Senate Report No 98-507. 98th Congress. 2nd Session.
June 7, 1984, pp. 1 7
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economically disadvantaged persons is not a very good proxy for fiscal capacity, as it correlates
poorly (at least in some states) with such capacity measures as 7)er-capita income and the
property tax base. It is probably all that is available, howevei, given the lack of usable data,
comparably defined across states, on local income or wealth.121

Whether including the number of economically disadvantaged enrollees in the formulas
improves or detracts from the distributional outcomes is something that can only be established
empirically. It should be a straightforwird task to determine for selected states, using existing
district-level and institutional -level data on tax bases, enrollment composition, etc., how the

factor's inclusion alters relationships between federal aid and such variables as local wealth,
local spending, and concentrations of special-need students. Conducting such empirical
analyses is essential to reaching definitive conclusions about the roles of particular factors or,

more generally, about the formulas' overall performance.

Aside from whether the economic-disadvantage factor is relevant and belongs in the
formulas, there is reason to be concerned about the degree to which it is manipulable by the
states. As explained in Chapter 3, the Perkins Act prescribes no standard definition of
"economically disadvantaged." Instead, each state is free to choose among multiplt indicators,
or combinations of indicators, of the incidence of low income or poverty. What are the
implications for the distributions of Perkins funds? A state can try out the various criteria
allowed by the federal rules--eligibility for free school lunch, eligibility for AFDC, receipt of
a Pell grant, etc.--determine what distributions would result from choosing different criteria,
and select the set of outcomes it prefers. Suppose, for instance, that in a particular state
AFDC eligibility is concentrated in large urban school districts, while eligibility for free school
lunches is more widely dispersed. If state officials want to favor the cities, they can choose
the former as the criterion of economic disadvantage; if they want to favor rural areas, they
can pick the latter. In this respect, although the formula is federally prescribed, control over
the definition of economic disadvantage gives the state considerable power to shape the results.

The Numbers of Handicooped and Disadvantaged Students Served. The second factor in
each statutory formula, the number of handicapped students or the number of disadvantaged
students served in vocational education, raises no issue of relevance. These variablesif
satisfactorily quantified--would provide direct indicators of the level of demand for vocational

'21All states have data on local tax bases. but each state has its own tax-base definitions.
Hence. although it is common to use the per-pupil or per-capita tax base as an allocar.i
factor in individual-state formulas, it is infeasible to do so in a formula that has to applied
nationally. Per-capita income data are not available for local school districts, exccot insofar as
they are generated by a special mapping of census tract data from the decennial censuses onto
school district boundaries. Tha reliability of the mapped data are questionable for small
districts. No fiscal capacity data of any kind are available for postsecondary institutions, and
it is unclear that the notion of fiscal capacity applies to such units.
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education services for special-need students in each LEA and postsecondary institution. The
principal issues concerning them are, first, whether proper quantification of numbers of
students served is feasible and, second, the potential incentive effects, or side effects, of
basing allocations of federal funds on counts of students served.

As explained in Chapter 3, there are no federally prescribed or nationally uniform
definitions of handicapped and disadvantaged vocational students. The meanings of
"handicapped," "disadvantaged," and "vocational student" are all elastic to varying degrees, and
decisions as to which students and how many students to include in these categories are subject
to a great deal of state and local discretion. In particular, two aspects of definitional elasticity
that affect the distribution of funds are that (1) there are no federal guidelines as to who
should count as a "student served" in vocational education, and (2) great latitude is lei t to
states and even to the parties with .he greatest self-interest in the results--the LEAs and
postsecondary institutions--to decide how many of their vocational students qualify as
handicapped or disadvantaged under the Act.

Two specific problems with counts of "students served" are that no threshold is
specified as to the amount or kind of vocational coursework a student must take to be counted
and there is no requirement that counts be weighted to reflect the differing amounts of
vocational services cons'imed by different students. The significance of the former is that
"students served" may be interpreted so broadly as to include anyone taking even a single
vocational course. The significance of the latter is that such minimally involved students
count, fcr the purpose of distributing federal funds, just as much as students enrolled in
sz.rions programs of occupational training. Consequently, the extent of participation in
vocational education is likely to be exaggerated, and the formula is likely to distribute too
much aid to LEAs and institutions that serve marginal vocational students and too little to
those with more serious occupational training programs.

Recognizing this problem, the Senate committee on Labor and Human Resources
stipulated in the report on its 1984 reauthorization bill that states should adjust their student
counts to represent numbers of "full-time equivalent students enrolled on an annualized
basis."122 This, however, is a statement of Congressional intent iat OVAE has chosen to
ignore, and nothing about either FTE enrollment or annualized enrollment appears in the
pertinent regu'ations. The lack of such a weighting requirement ;s a weakness in the present
system. It is difficult to dispute that if the objective is to distribute federal aid in proportion

122Report to accompany S.2'3,41, Senate Report No. 98-507. 98th Congress, 2nd Session,
June 7, 1984. pp. 16-17. Apart from the problem that some students take more vocational
education courses than others, the CommitteFt was concerned about counting as full-time
students persons who enroll only in short-duration vocational courses. This is the reason for
stipulating that FTE students should be counted on an annualized basis.
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to local needs .for vocational education services for handicapped and disadvantaged students, a
count or FTE students is preferable to an unweighted count.

That the definitions of "handicapped" and, especially, "disadvantaged" are under state
and local control raises several questions about the functioning of the formula and about the
degree to which intrastate fund distributions are likely to reflect federal priorities. States have
the authority, first, to select particular measures of economic disadvantage, as already
discussed; second, to specify criteria and cut-off points for identifying academically disad-
vantaged students; and third, to set guidelines for local diagnostic and identificatioa
procedures. Through that authority, they can exert considerable influence on the intrastate
distributions of federal funds. For instance, by broadening or narrowing the criteria of
academic disadvantage, a state can adjust the degree to which relative academic performance,
as opposed to the incidence of poverty, controls the allocations. It could, say, pick the
combination of academic and economic criteria that most favors suburban school systems. This
ability to manipulate all the formula factors gives the state broad power to shape the
nominally federally prescribed distributions to its liking.

Moreover, the power to manipulate the counts of handicapped and disadvantaged
students served in vocational education does not stop with the states. It extends to the
individual LEAs and postsecondary institutions, which, as the ultimate grantees, have the most

direct self-interest in the results. Recall, in particular, that part of the current official
definition of a handicapped or disadvantaged student under the Act is that the student must

require special assistance or special services to succeed in vocational education. Deciding
which vocational students fit that description is inherently a local function, and the power to
decide gives grantees considerable control over the numbers of students who qualify as

handicapped or disadvantaged for the purpose of the formula count.
Unfortunately, almost nothing seems to be known About how grantees actually behave

in this respec. One might think that maximizing federal aid would be the prime
consideration, leading LEAs and institutions tc, count as many vocational students as possible as
handicapped c disadvantaged; but there are also pressures in the opposite direction. As one
can tell from .ie "turn-back" phenomenon--refusals by some grantees' to accept all or some of
the aid to which they are entitledrece'ving earmarked aid, especially for the disadvantaged,
is not considered an unmixed blessing. Specifically, it is possible that the service obligations
incurred under Sec, 204(c) of the Act (see Chapter 7) rould outweigh the benefits of additional
federal aid, inducing some grantees to hold down rather than maximize their counts of students
served. Whatever the facts may be. the key point remains: -2.<ing a funding formula on
factors that the grantees themselves can manipulate is unsoun.1 policy, It can create
unanticipated and unintended incentives and have perverse effe:ts on student se'ection an..1
targeting of finds.
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A specific point needing clarification is whether Congress really intended the intrastate
formulas to depend on definitions that involve judgments by grantees as to whether students
"require special services or assistance to succeed " A readily available alternative is to specify
that "handicapped students served" refers, for formula purposes, to the numbers of enrollees in
vocational programs who have handicapping conditions, and "disadvantaged students served"
refers to the number of enrollees who have economic or academic disadvantages, without
regard to judgments about such students' needs for Jpecial services. This would not eliminate
subjectivity and manipulability entirely but it would reduce their scope.

Mat,,rmatical Form. Assuming that the economic-disadvantage factor in the formulas is
correctly interpreted as a proxy for fiscal capacity, a question arises as to the appropriateness
of the present form of the aid allocation equations. The additive form yields a seemingly
perverse result: an LEA that serves very few handicapped or disadvantaged students in
vocational education but enrolls a considerable number of economically disadvantaged
individuals in its schools (in nonvocational programs) could receive a substantial allocation of
aid based on the 50 percent of funds distributed on the basis of elonomic disadvantage. Such
an LEA would receive a disproportionately high allocation relatiNe to its actual service levels
and outlays for the target group. This is a result of applying each fcrmula factor separately to
its own half of the available funds.

An alternative approach, perhaps better suited to the combination of a need-for-service
factor (the number of handicapped or disadvantaged students served in vocational edui-ation)
and a fiscal-capacity proxy, is to treat the latter as an adjustment to the need facto.c, :n much
the same way as a per-capita income factor is treated as an adjustment to the population
factor in the interstate formula. The result would be a distribution in proportion to the level
of services, but adjusted up or down so as to give relatively greater aid per student served to
grantees with more serious fiscal burdens, as represented (crudely) by concentrations of
economically disadvantaged students.

Relevant Factors Missing fr,.)rn the Formula. It is important in assessing a funding
formula to consider nog only the factors included but also the potentially relevant factors left
out. In the present case, the legislative history makes it easy to identify pertinent omitted
factors. As explained earlier, the Congress did not prescribe intrastate formulas prior to the
Perkins Act but instead specified factors that states were supposed to take into account in
designing formulas of their own. Among the factors so specified immediately prior to the
present Act were (a) economic, social, and demographic factors related .o needs for vocational

(b) fi=cal capacity, (c) concentration of low-income Camille,. 'd) concentration cif
special-need stuc7:.nts, (e) location in economically depressed or high unemployment areas. and
(I) presence of new programs designed to meet new ,,,ccupation 11 needs. All were either to be
treated as "most irriv,,rtant" or "given priority" in di'-,tr*buting .nds. Obviously, there are only
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two factors in the current formulas. What happened to the rest? How is it that Congress
considered them important enough prior to 1984 to insist that states take them into account but
omitted them in writing formulas of its own? What are the consequences of leaving them out?

Consider the factors one by one. The two that do appear explicitly in the formula are
concentration of special-need students and concentration of low-income families (the latter
represented by the number of economically disadvantaged enrollees). There is no fiscal
capacity factor as such, but fiscal capacity is said to be represented by the economic-
disadvantage factor. However, this imposes a dual role on the factor that it is not suited to
fill, especially considering that the fiscal capacities of jurisdictions, conventionally measured,
often do not correlate well with the numbers of low-income local residents.

A likely practical reason for the omission of a real fiscal capacity factor is that there is
no per-capita income or other capacity variable for which satisfactory national data
exist. Usable per-capita incorr e data are generally not available for school districts, and data
on the local property tax base, the most commonly used fiscal capacity indicator in school
finance, are not universally available and not consistently defined across states. Moreover, a
problem that transcends data availability is that, for postsecondary recipients, it is not clear
what fiscal capacity means or that it has any meaning at all.

In principle, fiscal capacity could be taken into account in the intrastate distribution by
appending to the formula an adjustment factor similar to the per-capita income factor in the
present interstate formula. To do this, however, it would be necessary either to overcome the
aforementioned data problem, e.g., by developing improved income data from the Census
mapping, or to allow states to insert their own fiscal capacity variables into the formula. In
any event, the fiscal capacity adjustment would have to be limited to the distribution of funds
among LEAs, unless and until someone develops a valid and practical measure of the fiscal
capacity, or fiscal condition, of postsecondary institutions.

That formulas should take into account "economic, social, and demographic factors
related to needs for vocational education" was a vague stricture before Perkins, and it remains
vague today. The demographic factors, one might say, are already represented by the student
counts in the present formulas. An interpretation of what it might mean to include economic
factors (other than fiscal capacity) is that fund allocations should reflect what might be termed
the "external demand" for vocational education--not the number of students enrolled in
vocational programs but rather the number of trainees .,(1,ired to fill projected job openings.
Including such a factor is attractive conceptually, as the needs of state and local economies
have e never been taken into account. other than rhetorically. in apportioning vocational
education resources. But whether or how this could be accomplished is uncertain, making
at best, an idea for further exploration.
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The notion of taking into account whether grantees are located in economically
depressed or high-unemployment areas survives under the Perkins Act only ie the proviso that
more federal aid, in the aggregate, must be allocated to such areas than to of ier areas in each
state. Why this factor is absent from the formulas is unclear, since lack of data is not a severe
problem. Existing county-level data on personal income and unemployment could be used
either (1) to assign some eligible recipients to economically depressed or high-unemployment
categories, which could then be given extra weight in the formula allocations, or (2) as
separate formula actors, which could be assigned weights along with the counts of students
served. Such economic indicators are used as factors in other federal aid programs (outside
education), and it would be feasible to use them in the vocational education program as well.

The final factor mentioned in the old law, the presence of "new programs designed to
meet new occupational needs," seems to have been discredited as a result of experience prior to

1984. Grantees with new programs were to have been "given priority" in distributing funds,
but BOAE never succeeded in defining a workable new-program criterion (Long and
SiNerstein, 1981b). Also, analysts pointed out that favoring grantees with new programs would
probably have had perverse distributional consequences, as such grantees were likely to be
among the fiscally better-off. Whether fir these or other reasons, Congress dropped the idea
of favoring such recipients and chose instead to encourage innovation through separate
program improvement grants.

In sum, of the factors that Congress considered important prior to Perkins but that do
not appear in the present formulas, two seem to merit further consideration. One, a fiscal
capacity adjustment, would help to make the formula more equitable, but the feasibility of
such an adjustment is contingent on either improved national data or the use of state-specific
data. The other, an adjustment for economically depressed or high-unemployment areas, is
feasible now. As will become apparent below, however, making these (or any) formula
adjustments may be of relatively minor consequence, given the abilities of states, under the
present rules, to reshape the federally prescribed distributions to their own liking.

The Issue of Small Grants. Because no constraints have been imposed on aid amounts
computed under the intrastate distribution formulas, there are no lover lirnits to the size of
grants to individual LEAs or postsecondary institutions. Many LEAs in the United States are
very small, and some enroll only tiny numbers f economically disadvantaged students anu
special-need students served in vocational education. ':uch LEAs are entitled under the
formulas to grants of only a few thousand dollars, or Jmetimes oniy a few hundred dollars, in
handicapped or disadvantaged set-aside funds. The -,uestion arises of whether small

grants make sense. It is not evident that anything of more than marginal value the target
students can be bought with such small amounts of aid (e.g., the grantees may be able to
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buy materials or small items of equipment) or that such minuscule grants justify ;he costs
incurred for local and state administration.

It is notable in this regard that the Perkins Act lacks the type of "de minim us" rule
found in other major federal education grant programs. Under ECIA Chapter 1, it is generally
required that a grantee have at least 10 qualifying low-income students to be eligible for a
grant--which means it must be eligible for a grant of at least about S5,000 (ESEA Title I, Sec.
111(b)). Under a provision of the Education of the Handicapped Act (Sec. 611(c)(4)), an LEA
receives a grant only if its formula-based entitlement is at least $7,500. In contrast, the
median Perkins grants to LEAs under the disadvantaged and handicapped set-asides are about
$4,000 and $3,000, respecr.vely, and many grants are in the $1,000 to $2,000 range
(unpublished NAVE data). Thus, a nonnegligible fraction of a relatively small pool of funds is
dissipated in very small and probably unproductive amounts.

The option deserves consideration of bounding t1+.1 Perkins set-aside grants from below,
as in the other federal programs. This could be done by stipulating either minimum grant
amounts or minimum numbers of special-need vocational enrollees that an LEA or institution
must have to qualify for aid. It might also be considered desirable, in conjunction with setting
such bounds, to make alternative. arrangements for serving students of LEAs and institutions
deemed too small to have grants of their own. This could be accomplished by setting up
coroortia of the smaller units or as:.-,igning the responsibility to intermediate (e.g., county)
authorities.1"

Fund "Pools" and the Integrity of the Formula

s described earlier in this chapter, many states have added to the formula allocation
process a prc_edure for dividing the state's allotments of aid for the handicapped and
disadvantaged into separate "pools" of funds for different classes of recipients. Consequently,

forrnolas are used only to apportion funds among the grantees within a class rather
than among all eligible recipients simultaneously, and the apportionment among classes is
unregulated and wholly under state control. This arrangement raises a series of concerns: Is it
legal? Are there legitimate practical or policy reasons for doing it? How does it, or might it,
affect the distribution) and targeting of funds? Should it be incorporated into the law,
regulated, mc,dified, or banned entirely?

123Under the Educatiun of the Handicapped Act, states are responf! Ile for ensuring that
appropriate services are delivered to handicapped enrollees of LEAs too small to qualify for
aid. This applies, of couise. to handicapped secondary school students enrolled in vocational
programs.

211
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The legality of establishing separate fund pools will have to be resolved elsew:iere, as
the author lacks the qualifications to render a legal opinion. Nevertheless, several pertinent
points may be noted. First, there is no doubt that the procedure is neither prescribed nor
authorized by law or regulation. According to an OVAE official interviewed for this study, a
formal interpretation that would have authorized fund pools was drafted and proposed but
rejected during the rule- making process. Second, the division into yools unquestionably alters
the distribution of federal funds and has the potential to alter it drastically (see below). Third,
no such division is logically necessary to implement the formulas; the fund distribution process
set forth in ..he Act is complete and unambiguous as written. Fourth, although OVAE officials
cite as precedent and justification the similar fund-poc. i arrangements that were authorized by
regulation under prior law, these precedents seem inapplicable, as they pertain to what
states were allowed to do in designing formulas of their own, not to what they are allowed or
required to do in implementing a statutory federal formula. One current Education
Department official interviewed for t!-..is study suggested (either disingenuously or cynically)
that separate fund pools are within the law because they are not explicitly prohibited. One
could, of course, say the same of (hypothetical) state practices of doubling the federally
prescribed entitlements of small school districts or halving those of urban districts--neither of
which would alter the statutory allocations more drastically than the fund-pool procedure that
OVAE/ED allows.

That dividing a state's aid allotment into subpools can alter the aid distribution
radically is indisputable. Under the formula prescribed by Congress, each eligible recipient
was to have received aid proportionate to an equal-weighted sum of its share of the state's
economically disadvantaged enrollees and its share of the number of handicapped or
disadvantaged students served in vocational education. The division into pools eliminates that
proportionality by allowing the ratio of aid entitlements to weighted student counts to vary
among classes of recipients. The grantees in one class may receive several times the aid they
would have received under a strictly proportional allocation; those in another class may receive
much less than their proportional shares. According to a NAVE-commissioned survey, such
disproportionalities do, in fact, exist. In some states, postsecondary institutions in some states
receive several times as much aid relative to enrollment as do LEAs; in other states, agencies
that operate area vocational schools receive significantly more aid than regular LEAs, relative
to their respective student counts.124 These disparities would not exist if the formulas were

applied to all eligible recipients simultaneously, as called for in the statute.

124These findings are reported in the NAVE Second Interim R.2;)ort (1988) The survey
was conducted for NAVE by the Natio: Center for Education Statistics (NCES), and the
state-by-state data are reported in NCES (19891,

2 I 2
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The other side of the coin is that there is a good case to be made for distributing
funds for secondary and postsecondary institutions separately rather than attempting to allocate
them according to a single, undifferentiated formula. The strongest argument is a practical
one: there appear to be no methods of counting handicapped or disadvantaged vocational
enrollees that apply uniformly to both le7els. Economic disadvantage, for example, is likely to
be defined at the secondary level in terms of AFDC or free school lunch, but at the
postsecondary level in terms of receiving Pell grants. Counts based on these divergent
definitions are not comparable, and the idea of mixing data on both and applying a single
formula to the resulting porridge seems unacceptable. Similarly, neither identical measures of
academic disadvantage nor identical defflitions of handicapping conditions are readily applied
to secondary and postsecondary students. Therefore, there are likely to be anomalies and
inequities in any distribution that does not differentiate between secondary and postsecondary
vocational education.

Moreover, even if an undifferentiated distribution among both LEAs and postsecondary
institutions were feasible, it might not be desirable. The average postsecondary vocational
student probably consumes more services than the average secondary vocational student, and
the unit costs of services are probably greater at the postsecondary than at the secondary
level. On these grounds alone, there is justification for some form of secondary-postsecondary
differentiation (although not necessarily for separate for-..!»>a distributions) in allocating funds
among individual grantees.125

It is reasonable, therefore, to divide federal aid into secondary and postsecondary shares
before distributing funds among individual grantees. It does not follow, however, that this
division should be outside the legal framework, that there should be divisions other than
between secondary and postsecondary, or that states should be able to put whatever shares
of funds they choose into the secondary and postsecondary pools. In other words, that there is
reason to distribute funds to sect ,nary and postsecondary grantees separately does not imply
that the present as hoc process is acceptable.

The problem with an unregulated process is that it invites abuses. Establishing multiple
fund pools is a means by which states may favor one class cf recipients over another, even
where there is no compelling reason for differentiated treatment. By creating enough pools. a

state could manage to favor, e.g., urban LEAs over rural ones, large LEAs over small ones. or
public over pr '..ate postsecondary institutions. The potential for abuse is ,nagnified bj the

125Both differences in course enrollments per vocational student and differences in unit
costs could be handled by assigning greater weight in the formula to postsecondary than to
secondary students. This could be accomplished without setting up separate formulas. Note
also that secondary-postsecondary differences in course enrollments per student would be taken
into account automatically if the formula factors were measurea in terms of FTE enrollments.

_,_
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absence of any limits on the percentages of Perkins funds that states could earmark
for different classes of recipients. Only 20 percent of a state's disadvantaged vocational
studerts might be enrolled at the postsecondary level, for example, yet the state would
apparently be free, as far as OVAE is concerned, to put 50 or perhaps even 90 percent of its
disadvantaged set-aside funds into the postsecondary pool. Conceivably, a state could choose
to exclude a class of recipients entirely from one or another of the formula distributions,
although there are indications that at that point OVAE might draw the line.'" Nothing in the
current system ensures equitable or proportionate treatment across state-defined categories of
recipients.

How can these problems be addressed? What seems to be needed is a distribution
mechanism that allows for separate secondary and postsecondary distributions while avoiding
the difficulties inherent in the present improvised system. Based ID,: the foregoing discussion,
the following would seem to be desirable characteristics of such a 'mechanism: First, it should
be defined along with the rest of the distribution process- -i.e., by statute (or at least by
regulation). Second, it should distinguish between LEAs and postsecondary institutions,
but not among other subclasses of recipients unless Congress specifically determines that
certain types of providers (e.g., area vocational schools) are to be favored. Third, the
secondary-postsecondary split of Perkins funds should either be federally prescribed or
determined by states subject to federal guidelines.

There are several ways to structure such a system. The approach that deviates least
from current practice would be to have each state divide its handicapped and disac vantaged
set-aside funds into separate secondary and postsecondary pools according to a federall7
specified rule before applying the intrastate distribution formulas. The rule might be, for
example, that funds must be divided between the two levels in proportion to their respective
FTE vocational enrollments. Other possibilities include dividing funds according to weighted
enrollment in a way that adjusts for cost differences between levels; dividing them in
proportion to vocational education expenditure at each level (assuming that expenditure data
could be produced); and dividing aid according to numbers of FTE handicapped and disad-
vantaged vocational enrollees at the two levels (after the necessary vocational enrollment data
were developed). The federal government could also limit its role to establishing guidelines

1261n material accompanying the Perkins regulations, ED addressed the question of
whether a state might channel all its Title IIA funds to postsecondary institutions. ED said f10,
citing the intent of Congress to provide opportunities for special-need individuals at both
secondary and postsecondary levels (50 FR 33300). The crucial question, however, is not
whether a state can allocate literally zero funds to one level or another but whether it can
skew the distribution so sharply that one sector receives only a token allocation. In the
absence of any limits on relative shares, or any guidelines on how the sizes of secondary and
postsecondary pools should be determined, it is not clear that the latter would be precluded.

2 3, izA
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(rather than prescribiag a formula), a.lowing each state to take into account differences in
costs, course enrollments, and other relevant factors in determining its own secondary
postsecondary division of funds. The latter is risky, however, as without rigorous federal
oversight it could easily degenerate into the type of ad hoc arrangement we have now.

The whole roblem of dividing funds between the secondary and postsecondary sectors
could be avoided, of course, by making the division at the federal level before apportioning
Perkins funds among the states. Each state world then receive separate federal grants for
secondary and postsecondary vocational programs. This has the advantage that both the
interstate distribution formulas and the percentage set-asides for different purposes and target
gi cups could be differentiated by levei, taking the disparate service offerings of LEAs and
postsecondary institutions into account.

Almost any of the foregoing alternatives would seem preferable to the ad hoc
arrangements now in place, as each would bring explicit equity and targeting considerations to
bear on a part of the fund allocation rrocess that now takes place, as it were, in the shadows.
Reforming the Perkins grant distribv don system in this respect should make the fund
allocations more equitable, better matc'ied to educational needs, and more consistent with
Congressional intent.

Net Effects: Are the Intrastate Distribution Formulas of Any Consequence?

It may seem frivolous to ask whether the formulas are of any consequence, since they
control the intrastate distributions of the 10 and 22 percent Perkins set-asides for the
handicapped and disadvantaged; but the question takes on meaning when one considers that (a)
states have full discretion to distribute the remaining 68 percent of Perkins grants, and (b) the
federal government exerts no control over the distributions of nonfederal funds (not even
required matching funds) for vocational education of the handicapped and disadvantaged. By,

taking the formula-based allocations into of,count when distributing other federal and
nonfederal vocational funds, states can easily reshape the federally prescribed distributions to
their liking, even to the extent of completely nullifying their effects.

To see how easiiy the prescribed formulas can be rendered ineffectual, consider an

example in which a state distributes federal vocational education aid among three districts.
Suppose that the state receives a total of $2,400 in Perkins funds, of which $1,000 is
earmarked for the handicapped and disadvantaged and, therefore, for distribution by formula.
Suppose that the state's -wn preference would be to distribute all Perkins funds equally, SS(,()
per district, but that the federal formula mandates that the S I.000 in handicapped and
disadvantaged set-aside funds be distributed in amounts of S100, 5300, and 5600, respecti%el....
to districts A, B, and C. Obviously, the state can achieve its preferred outcome simply by



apportioning the remaining $1,400, over which it has full control, to A, B, and C in amounts
of $700, $500, and $200, respectively, leaving each district with a total of $800 in federal
funds. The net effect is that the state's preferences prevail, exactly as if there were no federal
formula. Note, moreover, that even if the state were somehow deterred from so blatantly
skewing the distribution of nonformula Perkins funds against grantees favored by the federal
formula, it could still achieve essentially the same thing by appropriately reallocating state
matching funds or other types of state aid (not necessarily vocational) among LEAs.127

It appears, therefore, that the Congress, by prescribing in law how 32 percent of
Perkins funds should be distributed, has asserted only nominal control over the intrastate
distribution of total Perkins funds (and no corAtrol over the intrastate distribution of federal
and nonfederal vocational education funds combined). What it has accomplished, at best, is to
establish certain minimum levels of funding for supplemental services for the handicapped and
disadvantaged in each LEA or postsecondary institution. To accomplish broader distributional
objectives, the federal government would have to constrain, if not prescribe, not only the
distributions of all Perkins grants and matching funds but also the distributions of state aid to
LEAs and postsecondar; institutions.

It is noteworthy in this regard the the Perkins Act contains no explicit prohibitions
against distributing either nonformula Perkins funds or state funds in ways that offset the
formula distributions, or that "penalize" grantees on the basis of the aid they receive under the
formulas. Conceivably, overt skewing of state aid allocations to offset the fo,mula-based
distributions of Perkins set-aside funds would be considered illegal supplanting, even under the
weak OVAE/ED interpretation of the supplement, not si'pplant requirement (see Chapter 6).128

127It is not the handicapped and disadvantaged who would be the direct losers from this
offsetting behavior. Grantees would still be obliged to spend all funds received under the
statutory formulas (plus matching funds) on supplemental services for the handicapped and
disadvantaged. The losses would take the form of reductions in the amounts of other Perkins
grants (e.g., program improvement grants) and/or state matching funds channeled to LEAs
that, from the state's point of view, are favored excessively by the federal formulas. The net
effect of the formulas, therefore, might be partly to shift resources from other uses to services
for the handicapped and disadvantaged. Indirectly, however, offsetting behavior would
probably affect the handicapped and disadvantaged adversely as well, in that grantees that lose
other funding in consequence of receiving aid for special-need students will probably be less
inclined to devote resources of their own to such students than they would have been
otherwise.

1::8Long and Silverstein (1981b) report on a case in which BOA E barred. as Sur pia n t m2.. a
state plan for distributing general-purpose aid to community colleges under which the amount
of state aid going to each college would have been reduced by the amount of federal aid
received. This suggests that a state cannot overdy divert its own funds away from grantees on
the basis of their receipts of Perkins funds, but of course it does not pi eclude accomplishing
the same thing in a more subtle manner.
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9. THE SET OF TARGETING PROVISIONS AS A WHOLE

This final short chapter on Perkins grants for the handicapped arid disadvantaged brings
together findings from the preceding chapters and adds certain general findings concerning the
set of resource allocation and targeting provisions aq a whole. Its purpose is to offer a broader
perspective on the shortcomings of the existing tars ig mechanism than can be obtained
by focusing on one provision at a time. The findings laid out below pertain, first, to the
overall effectiveness of the present resource allocation and targeting previsions; second, to
certain cross-cutting issues and aspects of program design; and third, to the roles that Congress
and OVAE/ED have played in shaping the present framework and could play in improving it
in the future.

OVERALL EFFECTIVENESS OF THE PRESENT TARGETING PROVISIONS

The reason that effective targeting of aid is such an important consideration perhaps
bears repeating: Proper allocation and targeting of Perkins grants, in the specific fiscally
additive sense emphasized in this report, is a prerequisite for enhancing opportunities for
special-need students. Perkhs grants can benefit handicapped and disadvantaged vocational
enrollees only if and to the extent that they add to the resources and services that such
students would otherwise have received. The portions of Perkins grants that substitute for,
rather than add to, state, local, or other federal funds may help the recipients by relieving
their fiscal burdens, but they are lost to the intended beneficiaries. It is for this reason that
the adequacy of the Perkins targeting provisions deserves the attention paid to it in this report.

The list of fiscal and resource allocation requirements associate:) with Perkins grants for
the handicapped and disadvantaged seems formidable until one begins to look in detail at how
the various requirements have been interpreted and implemented. It then becomes clear that
there is much less to the existing set of rules than meets the eye. In principle, the types of
provisions now present in the statute--excess cost, matching, maintenance of effort,
nonsupplanting, etc.--should do a great deal to ensure that federal funds are used as intended.
Ideally, these provisions would be capable of (a) generating resource differentials in favor of
special-need students amounting to a multiple of the volume of federal aid, and (b)
ensuring that a reasonably high fraction (though by no means 100 percent) of federa! aid adds
to the services that would otherwise have been provided for such students. But this
potential cannot be realized under the present official formulations and interpretations
the rules, which have rendered some key provisions inoperative and limited sr diluted
effects of others. Consequently. much of the money that Congress appropriates each
year. nominally to augment, expand. and enrich vocational education for special- need students,
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formula, and (c) establishing a minimum grant size that would eliminate many of the very
small grants provided under the present formula.

Perkins funds for the handicapped and disadvantaged are now divided between the
secondary and postsecondary sectors either as a by-product of applying the statutory formulas
to all types of grantees simultaneously or, in some states, by state-determined divisions of the
funds into pools for LEAs, postsecondary institutions, and ether classes of grantees. Both
methods are unsatisfactory--the former because the same definitions of handicapped and
disadvantaged cannot be applied validly to the different sectors; the latter because it is
extralegal, ad hoc, and arbitrary. The relevant options include (a) prescribing a federal rule
for dividing funds between the secondary and postsecondary levels in each state (e.g., division
in proportion to FTE vocational enrollment), (b) establishing guidelines for state-determined
allocations between the sectors, and (c) making the secondary-postsecondary split at the federal
level and distributing funds for each szctor separately among the states.

Finally, the phenomenon that threatens to make the federally prescribed intraztate fund
allocation process ineffectual is that states now have the power to distribute both the
nonformula portions of Perkins fuels (68 percent of the total) and state funds for vocational
education in ways that may offset or nullify the formula-based distributions of the
handicapped and disadvantaged set-asides. The available remedies include asserting federal
control over the intrastate distributions of all Perkins funds and constraining states from
"penalizing" grantees on the basis of their receipts of the formula-based grants. Realistically,
however, the federal government cannot expect, by providing only about 6 pet cent of the
funds, to exert significant control over intrastate distributions of vocational education
resources.
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Other formula modifications that might improve the distribution of Perkins funds
generally include replacing the present population factors with better indicators of need or
demand for vocational education services (ideally, in the longer run, with measures of FTF.

vocational enrollment); altering ale per-capita income adjustment factor and perhaps making
adjustments for other pertinent variables; and modifying the formula constraints.

An alternative to taking numbers of special-need students into account in the formula
would be to allow the set-aside percentages to vary among states in proportion to the
handicapped and disadvantaged percentages of each state's student population (or, preferably,

of each state's vocational enrollment). Relying on this method alone, however, would improve
the distributions of Perkins funds for the handicapped and disadvantaged at the expense of
worsening the distributions of other Perkins grants.

The structural approach to improving the distributions is to reverse the present
arrangement of first apportioning all Perkins funds among states and then dividing each state's
allotment into shares for particular target groups. Under the alternative structure, specified
shares of the available funds would be set aside at the national level for the handicapped, the
disadvantaged, and other groups and purposes. Each such pot of funds would then be
distributed among states according to appropriate criteria--e.g., funds for the disadvantaged
might be allocated in proportion to numbers of low-income persons. Of the available options,
this is one most likely to produce fund allocations proportionate to needs.

Turning to the distributions of Perkins handicapped and disadvantaged set-aside funds
within states, the relevant alternatives to the present system include options fo changing the
statutory fund distribution formulas, options for altering the secondary-postsecondary division
of funds, and options for ensuring that changes in the distributions of other vocational
education funds do not offset the prescribed distributions of funds for the handicapped and
disadvantaged.

The main problems with the present intrastate distribution form 's have to do with the
formula factors, but the short-run options for improving the factors are eery limited hecause
data on vocational education enrollment, much less handicapped and disadvantaged vocational
enrollment, are generally not available. The long-run solution is to produce such data (as
Congress intended when it directed NCES--thus far Nvith little apparent effect - -to develop a
new vocational education data system). Meanwhile, it would probably be better to distribute
funds according to the total numbers of handicapped and disadvantaged enrollees (i.e., not just
vocational) enrollees in each LEA and institution than to continue using the present
improvised. unreliable. and unverifiable counts of "handicapped and disadvantaged students
served in vocational education." As to formula improvements other than changes in the

factors, there are reasons to consider (a) adding additional factors, such as measures of 1ocal
economic conditions and fiscal capacity, (b) modifying Lhe mathematical form of the present
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and the formula portion of federal aid is only one-third of that, or two percent of total
outlays. No matter how that two percent were distributed, it would take only a small twitch
in the distribution of the remaining 98 percent to reassert fuil state control. Even if federal
formulas were used to distribute all Perkins grants plus matching funds, the authority to
distribute seven-eights of all vocational education resources would still remain firmly in
nonfederal hands.

SUMMARY: FINDINGS AND POLICY OPTIONS

Both the interstate and intrastate mechanisms for distributing Perkins handicapped and
disadvantaged set-aside funds are flawed in ways that detract from equity and cause
mismatches between federal aid and needs for financial assistance. At the interstate level, the
main problems are that (1) the statutory fund distribution formula does not take account
of interstate variations in the percentages of students who are handicap d disadvantaged,
and (2) fixed fractions of the formula-based allotments (10 and 22 percei.. eor the handicapped
and disadvantaged, respectively) are set aside for special-need students without regard to the
actual concentrations of such students in each state. At the substate level, there are two major
problems associated with the formula-based fund distribution process. One is that the formula
factors are poorly defined, unlikely to be measured validly, and subject to manipulation by the
grantees. The other is that the statutorily prescribed fund distribution process has been
undercut by a procedure not provided for in law (but tacitly approved by OVAE/ED), wherein
some states divide federal funds into separate "pc,o1.-." for different classes of grantees (LEAs,
postsecondary institutions, area vocational schools) before applying the formulas specified by
law. In addition, looming in the background is the broader question of whether a formula-
based distribution process, no matter how well designed, can be meaningful when it controls
only 32 percent of the available federal funds.

T1-,e pertinent policy options have already been examined, and only a brief
recapitulation is offered here. Options for improving the interstate distribution include
changes in the interstate distribution formula itself, changes in the rules for dividing funds by
purpose and target group, and changes in the structure in which these components are
embedded.

The formula change with the greatest potential to i;aprove the distribution of Perkins
hand...oped and disadvantaged set-aside funds would be to take explicit account in the
formui, of the numbers of special-need studer.ts in each F.Lite. This could be done. for
example, either by treating the percentages of special-need (particularly low-income) pers' Is
as weighting factors in the formulas or by distributing certain portions of the available funds
according to counts of special-need persons rather than counts of population or enrolment.
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Similar skewing of the distribution of Perkins nonformula aid might also conceivably be
rejected by OVAE/ED on the grounds that the allocation criterion is improper, but this cannot
be taken for granted.129 Explicit or overt behavior is not the real problem, however.
Intelligent state officials can offset the formula-based distributions without ever linking their
own fund allocations explicitly to the availability of federal money. A federal distribution in
favor of places with large concentrations of low-income students, for example, can be nullified
by a state distribution in favor of grantees with high placement rates, high - technology

programs, or innovative approaches to vocational education--all attributes r-ore likely to be
found in better-off communities than in places with high concentrations of the disadvantaged.
Precluding these subtle types of fiscal substitution is obviously much more difficult than
deterring overt offsetting of federal with state funds.

To deal with a similar problem, the possibility that states would redistribute general
state aid to LEAs so as to offset the distribution of federal compensatory education funds,
Congress wrote into ESEA Title I the stipulation that

No payments...under Title I will be made to a State [that] has taken such
paym-nts into consideration in determining the eligibility of [an LEA] for State
aid, 01 in determining the amount of that aid.:.in such a way as to penalize the
[LEA] with respect to the availability of State funds (45 CFR, Sec. 116.44,
October 1, 1976).

There is no similar provision in the Perkins Act; nor was their one in the previous
legislation.'" Incorporating such a restriction into the Perkins Act would not stave off the
morn subtle kinds of state offsetting behavior, but it would at least signal Congressional
concern over the problem and, perhaps, deter some of the more blatant forms of supplanting.
It would be ne-essary in the case of the Perkins Act, however, to reword the restriction so that
it covers nonformula Perkins grants as well as state aid, since skewing the distribution of the
former is the easiest method available to states to offset the formula-based allocations.

The foregoing notwithstanding, the reality must ultimately be faced that the federal
government can do relatively little to influence the distribution of vocational education
resources while contribut:ng only a minor fraction of the cost. Recall that federal aid, in the
aggregate, amounts to no more than about six percent of total vocational education spending,

inStates are required to set forth ir' their state vocational education plans the criteria they
proposed to use in allocating funds among eligible recipients (P.L. 98-5.24. Sec. 11 ( b)( 50, and
the plans are subject to ED approval.

130According to Long and Silverstein (1981 b, a similar "no penalization" clause did exist
under the 1968 version of the VEA, but an examination of that statute reveals no such
provision.
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is likely to be used instead as general aid to states, LEAs, and postsecondary institutions.
Handicapped and disadvattaged enrollees in vocational programs can expect to receive only a
minor fraction of the special, supplemental services that Congress intended to provide and that
the present level of funding would theoretically support.

Detailed findings pertaining to the individual provisions have been presented in the
previous chanters, but the following brief summary may provide a perspective different from
that offered by the separate analyses of particular requirements:

One major finding is that the targets themselves are poorly defined and excessively

broad. The category of disadvantaged students, in particular, is sprawling and vaguely
bounded. A large fraction, perhaps a majority, of all vocational students falls within it, but
there are ao provisions for concentrating funds so that a limited number of students can
be served effectively or so that priority will be given to those with the greatest needs. The
term "vocational student" itself is vague enough to cover most high school students and a
majority of postsecondary enrollees. Consequently, even if all the other provisions were
other wise rigorous and effective, it is questionable that federal aid would reach the students
Congress intended to help.

. Eat the other provisions are far from being rigorous and effective. Of the statutory
requirements that should be useful, in theory, for ensuring that grantees use Perkins grants to
augment vocational education services for those in the target groups,

o the supplement, not supplant requirement is inoperative because it has
never been backed up with specific definitions and tests or even applied
specifically to outlays for the handicapped and disadvantaged;

o the maintenance of effort requirement has been made useless by an
interpretation that it covers only funds from state sources (and, in any
event, it never pertained specifically to funds for the handicapped and
disadvantaged);

o the statutory guarantee of equal access to programs for special-need
students has been nullified by the perverse interpretation that it covers
only programs explicitly supported with Perkins handicapped and
disadvantaged set-aside funds;

o the provisions mandating certain services for all handicapped and
disadvantaged vocational students have been rendered ineffective by the
interpretation that they pertain only to how Perkins funds are to be used
and not to services to which students are entitled regardk.s of the
unding source; and

o the requirement for 50-50 matching of ,federal aid weakened by
the interpretations that it applies only statewide And ,,ervices in the
aggregate.
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That leaves mainly the supplemental services and excess cost requirements with the
potential to contribute significantly to the additivity of federal aid, and even this contribution
is weakened by the presence of numerous gaps and loopholes in the rules and, in particular, by
the absence of guidelines for quantifying excess costs.

In sum, the existing provisions offer, at best, assurance that the handicapped and
disadvantaged will receive some extra services compared with their nonhandicapped and
nondisadvantaged counterparts. They do not guarantee that the value of these extra services
will amount; in the aggregate, to anything near twice the amount of federal aid, which is what
the statute theoretically demands. More important, they do not guarantee that the
supplemental services received by the handicapped and disadvantagfd will be greater, by any
significant amount, than what the same students would have received in the absence of the
Perkins grants and Perkins requirements. The existing provisions, in other words, are too weak
and too poorly designed to perform their intended and very important functions.

OTHER FINDINGS CONCERNING THE TARGETING OF AID

In addition to the foregoing findings about targeting effectiveness in general, certain
other findings pertain to the effectiveness of the Perkins targeting provisions for particular
categories of beneficiaries or in particular situations:

Postsecondary Institutions and Students

Although conditions in secondary and postsecondary vocational education are different,
the Act applies to both of them requirements that seem to have been developed mainly with
the high-school setting in mind, thereby creating special problems for targeting at the
postsecondary level. Among these problems are that the definitions of handicapped and
disadvantaged in the Act apply poorly to postsecondary students, raising additional questions
about who is to be served; the nature of appropriate supplemental services for postsecondary
students is often unclear; the prospects for confirming that excess costs have been incurred or
that supplanting has not taken place are likely to be limited; and the flaws in the intrastate
funding formulas are magnified when the formula is applied to postsecondary grantees. :n
addition, no satisfactory method of determining the postseconakay shares of Per:cins
handicapped and disadvantaged set-aside funds has been provided. These problems probably
cannot be corrected without developing separate resour,..e allocation and resource-use provisions
tailored to the circumstances of postsecondary vocational education.
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Handicapped Secondary Students

The Perkins funds set aside for special-need students are supposed to supplement
services provided with "regular" funds, but handicapped vocational students at the secondary
level already have far stronger claims to supplemental ser "ices under the fede,-al Education of
the Handicapped Act. LEAs must serve each such student "appropriately," according to an
individual education ph,n, without regard to the availability of federal aid. It is not clear,
therefore, whether or how Perkins funds are supposed to add to services that such students
would have been entitled to anyway under the other law. Congress and OVAE/ED ha yat to
address this problem of built-in supplanting or to explain how the two sources of support for
handicapped vocational students should be coordinated.

Relationships to Other Federal Laws and Programs

More generally, the Perkins Act takes little account of other federal and state programs
designed to help the same target groups, leaving it unclear how Perkins grants should be used
where other categorical aid is availably. In addition to the aforementioned problem concerning
aid for the handicapped, there are similar problems pertaining to aid for the
disadvantaged. Perkins grants for disadvantaged secondary students, where used to support
basic skills instruction, may supplant aid for the same purpose provided under the federal
compensatory education program, ECIA Chapter 1, and under state - operated compensatory and
remedial programs. At the postsecondary level, it is unclear what roles Perkins grants for the
disadvantaged are intended to play relative to the far larger volumes of federal funding
available for disadvantaged postsecondary students and/or for vocational training under such
programs as Pell grants, student loans, JTPA, Job Corps, lad special programs for
disadvantaged enrollees in institutions .igher education. If there is a distinct role for the
Perkins funds, it has yet to be defined.

FINDINGS CONCERNING OTHER CROSS-CUTTING ISSUES

Apart from the issue of targeting effectiveness, there are two other general reasons for
concern about the existing array of resource allocation provisions: ,)rie, that they may have
negative side effects on vocational programs; the other, that they are likely to distribute
federal funds poorly.
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Side Effects and Incentives

Although the rules governing uses of the Perkins handicapped and disadvantaged set-
aside grants are ostensibly neutral with respect to the types of resources and services to be
provided with federal funds, they may inadvertently cause resources to be allocated in
educationally undesirable ways. Several provisions create incentives for grantees to spend
federal furds on ancillary services, such as assessment, guidance, and counseling and on
instruction in basic skills rather than on improved or intensified vocational instruction.
Concerns about demonstrating compliance with the supplemental services and excess cost rules
(and perhaps the nonsupplanting requirement) may induce grantees to favor services that are
"safe" (i.e., distinctive and unambiguously supplemental) over those that are educationally most
valuable. The service mandates in Sec. 204(c), as OVA LIED interprets them, explicitly require
LEAs to devote Perkins funds to ancillary services. The excess cost rules may also encourage
grantees to spread funds thinly rather than to concentrate them and to skew the selection of
target students toward students for whom substantial excess costs would have been provided
even in the absence of 'federal aid. Such incentives diminish the likelihood that federal aid
will generate better vocational programs for handicapped and disadvantaged students.

Fund Distributions

Both the interstate and intrastate distribution mechanisms are seriously flawed. At the
interstate level, the combination of a population based fund distribution formula and fixed
percentage set-asides for the handicapped and disadvvitaged yields allocations poorly match

to educational and financial needs. At the subsiate level, the factors on which fund allocations
are supposed to be based are poorly defined, not measurable with existing data, and
manipulable by the grantees, while other relevant factors have been omitted from the formulas.
The Congressionally prescribed distribution process has also been undercut by an extralegal
procedure, tacitly approved by OVAE/ED, whereby states divide funds between levels and
types of institutions in whatever proportions they want. Moreover, overshadowing all these
problems is the possibility that the formula-based instrastate distribution process as a whole
may be more charade than reality because states can so easily use other Perkins funds (the 68
percent not allocated by formula) or funds of their own to offset the federally prescribed
distributions of the handicapped and disadvantaged set-aside grants.

THE ROLES OF CONGRESS AND OvAE/ED

The fiscal and resource allocation requirements attached to Perkins grants for the
handicapped and disadvantaged have been shaped by both Congress and the Executive Branch.
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Each is based on a provision of the statute, but the statutory language is often general and
imprecise. The tasks of filling in the details and giving each requirement specific, operational
content have been left, in most instances, to OVAE, or more generally, to the Department of
Education or the Executive Branch as a whole.131 The end results, therefore, reflect both
what Congress wrote into the law and how OVAE/ED has interpreted the law and translated it
into regulations, guide-lines, and administrative practice. Since the main finding of this study
is that the Perkins resource allocation and targeting provisions are poorly designed and too
weak to advance federal vocational education goals, the questions arise of (I) whether the fault
lies with Congress or OVAE/ED--that is, with the statutory provisions Congress wrote or the
way the Executive Branch has interpreted and implemented them, and (2) what roles Congress
and OVAE/ED might be expected to play in making The targeting of fed tral funds more
effective.

Certain problems with the targeting of Perkins grants clearly originate with Congress.
The looseness of the target-group definitions is due in considerable part to the multiple, broad
criteria of disadvantagedness that Congress wrote into the law and to the lack of any statutory
priorities for selecting the students to be served. The likelihood that federal funds will flow
disproportionately into ancillary services and basic skills instruction stems partly from
incentives embedded in the Act. T'- .-eakness of the matching requirement reflects
Congressional determinations that matching should be statewide and divided between state and
local levels as each state sees fit. The flawed fund distribution formulas are Congressional
creations (although the doctrine that states can divide funds as they please between secondary
and postsecondary institutions is an invention of OVAE/ED's). More generally, Congress can
be said to have contributed to, or acquiesced in, the ineffectiveness of the targeting provisions
by failing to make certain requirements stronger and more specific (e.g., the
nonsupplanting reruirement, the equal access rule, and the service mandates), even when
it should have been evident that they were not being implemented, or implemented properly,
by OVAE/ED.

To a considerably greater extew, however, the shortcomings of the present targeting
mechanism can be attributed to OVAE/ED's failure to translate provisions of the Act into
specific, operational, enforceable, and sufficiently rigorous rules. The pertinent pro\ :sions, in

131 As explained ear'.er, no attempt has been made to determine whether particular
interpretations reflect the views of OVAE or of other components of the Education
Department, such as the Office of the General Counsel. Similarly, no inquiry has been made
into possible influences of the Office of Management and Budget or other Executive Branch
entities on the Perkins rules. Consequently, the term OVAE/ED, used throughout the report,
should be read to mean "OVAE and/or other parts of the Education Department, perhaps with
other Executive Branch input."
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most instances, are not self-interr reting or self-implementing. Their efficacy is contingent on
positive Executive Branch actic I to add operational details, to develop appropriate regulations
and guidelines, and to interpret the law in a manner consistent with Congressional intent.
Therefore, by merely remaining passive, OVAE/ED has the power to make requirements
inoperative, effectively annulling the provisions Congress wrote. In such key instances as the
following, OVAE/ED either has declined to interpret statutory requirements at all or has
interpreted them too weakly or sketchily to make them effective:

o The supplemental services and excess cost rules have been undercut by
OVAE/ED's la.A of specificity regarding definitions of supplemental
services and methods of measuring excess costs.

o The nonsupplanting requirement has been rendered inoperative by
OVAE/ED's failure to formulate operational definitions and tests of
supplanting, or even to indicate that the rule applies specifically to
grants for the handicapped and disadvantaged.

o The target-group definitions have been made even looser than they
would have been otherwise by OVAE/ED's failure to specify who counts
as a vocational student or to interpret the criterion that target-group
members must "require special assistance to succeed in vocational
education."

o The Sec. 204(c) mandate to provide certain services to all handicapped
and disadvantaged vocational enrollees has been made ineffective, and
possibly educationally damaging, because OVAE/ED has not defined the
required services or explained what grantees must do to comply.

Moreover, OVAE/ED's contributions to the ineffectiveness of targeting of aid under
the Perkins Act have not been limited to acts of omission. In several important instances,
QVAE /ED has interpreted statutory provisions (explicit'v or taci,ly) in ways that appear to
distort, undercut, or contradict Congressional intent, aril as a result the effectiveness of these
provisions as targeting instruments has been reduced or eliminated. The most clear-cut cases
are the following:

o An unjustifiably narrow OVAE/ED interpretation of the A c:t's equal
access requirement, irreconcilable with the statute, renders the
requirement meaningless, eliminating the protections for the handicap Ded
and disadvantaged that Congress sought to establish.

OVAE/ED's unwarranted conclusion that the Act's maintonanc, of effort
requirement applies only to funds from "state sources" makes that
requirement useless as a fiscal constraint.

o An unwritten OVAE/ED interprer_tion allowing states to distrib-
ute Perkins funds by establishing separate fund "pools" for different
classes of grantees alters and distorts the statutorily prescribed intrastate
fund distribution process.

"
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What can be said, then, about the relative responsibilities of Congress and OVAE/ED
for the weakness of the present targeting mechanism? If one begins with the premise that it
is Congress' role to specify generally how federal funds are to be used and OVAE/ED's role to
interpret the law and implement the program as Congress intends, then the preponderance of
the responsibility is OVAE/ED's. While it is true that Congress could have written more
detailed and explicit requirements and that certain statutory previsions are flawed, it is also
true that the present statute, flaws and all, could support much stronger resource allocation and
targeting rules than are now in effect. 1 ziat some statutory provisions have gone uninterpreted
and unimplemented, while others have been intern .eted in ways seemingly designed to make
them ineffective, indicates that OVAE/ED has assigned low priority to ensuring that Perkins
grants add to services for the target groups. Whatever the shortcomings of the statute, they
have been magnified by OVAEJED's approach to implementing the law,

Many reasons can be cited for why neither Congress nor OV A.E has shown strong
interest in designing a more effective mechanism for targeting federal funds. At the
Congressional level, part of the problem seems to be lack of appreciation of how important
targeting, or additivity, is in achieving educational goals. It is not a matter of lack of
awareness; the presence of the supplemental services and excess cost rules in she statute
indicates that some drafters of the Act, at least, understood how easy it is for federal aid to be
turned into general support. What does seem to be lacking is the concept of additivity as a
prerequisite for substantive results: that if federal funds are nonadditive they provide no
services, and consequently no educational benefits can be obtained.

An emphasis on additivity is discouraged by certain aspects of political reality. One is
that effective targeting of aid is painful to the grantees. It frustrates state and local officials
to have to spend money on things they value no more than marginally, when they could use
the same funds to buy things they value more hir 'sly. It shifts attention from the "gift" aspects
of aid to the restrictions, or "strings." Another factor is that effective targeting, though a
prerequisite for educational benefits, is no prerequisite for political credit. Whether or not
grant funds are additive, the sponsors and administrators can point to students served,
personnel employed, and programs underway--all thanks, supposedly, to federal funds. That
the same or equivalent activities might have gone on anyway, but without the "federally aided"
label, does little to diminish the glow. The one political factor that could tilt the balance In
the other direction, making targeting a major conLnrn, is less important in vocational education
than in other areas of education that receive federal t unds. That factor, the presence of
interest groups urgently interested in services for the target students, undoubtedly accounts for
the mu'h stronger targeting provisions found in the federal handicapped and compensatory
education programs. Vocational education grants attract no comparable constituency. Instead,
the main interested parties are the suppliers, for whom the fewer restrictions, the better. The

S
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Congressional attitude, then, is at best ambivalent a mix of indignation over misuse of federal
funds, coupled with reluctance to trouble the grantees.

While much of the above applies to OVAE/ED as well, there are two special
considerations that bear even more directly on the agency's less-than-enthusiastic
implementation of the Perkins targeting provisions. One is that the Perkins Act became law at
a time of deregulatory fervor. The Department had reduced its compensatory education
regulations to a small fraction of their former selves; dozens of categorical grant programs had
been folded into an unrestricted block grant. It was no time for activist implementation.
OVAE/ED's 1985 comments on the proposed Perkins regulations are indicative: over and over,
in response to requests for greater specificity in the rules, the answer is the same: "no greater
specificity is called for; to interpret is to restrict." Had OVAE drafted tough regulations, they
would never have seen the light of day.

The second special consideration is OVAE's role in the vocational education community.
OVAE officials are members in good standing. They are at least as much he community's
representatives as its regulators. Constraining vocational educators is not one of the agency's
high priorities. The statutory provisions are broad and imprecise; often, they can be construed
narrowly or expansively. They would support rigorous targeting provisions, but they do not
unambiguously demand them. Given OVAE's history and its loyalties, the agency is unlikely
to restrict its constituents more than the statute explicitly requires. In more than one instance,
as has been shown, the agency has leaned over backwards, straining logic where necessary, to
avoid interpretations that would give the rules teeth.

All of this, of course, bears directly on the prospects for improving the Perkins
targeting mechanism. While OVAE/ED could do a great deal on its own, acting within the
bounds of the present statute, to target grants for the handicapped and disadvantaged more
effectively, such action is unlikely barring a major shift in the agency's (or the
administration's) orientation. As a practical matter, any initiative to improve targeting will
probably have to come from Congress. Before that happens, however, the treatment of
special-need vocational students will have to become a more salient political issue.
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10. PERKINS GRANTS FOR PROGRAM IMPROVEMENT

Prior to the Perkins Act, most federal vocational education aid not set aside for such
special populations as the handicapped and disadvantaged was available for general support of
ongoing vocational programs. Such federal money, though characterized as "aid for vocational
education," was essentially equivalent to unrestricted federal financial assistance to state and
local education agencies. In 1984, in what was billed as a major change in the federal purpose
and role under the Perkins Act, Congress stipulated that henceforth general-purpose funding
would be eliminated. Instead, the 43 percent of Perkins grants not earmarked for particular
target groups (about $327 million in FY 1989) was to be expended only for "program
improvement, innovation, and expansion" activities. Maintaining existing vocational programs
was explicitly ruled out as a legitimate use of federal funds.

This chapter considers whether the program improvement, innovation, and expansion
grants provided under Title IIB of the Act are likely to be used as Congress intended and to
have the effects that Congress hoped for when it revised the federal vocational education
program in 1984. Specifically, is more federal aid likely to be used for program improvement
than in the past?132 Are federal funds less likely to translate into general support of
vocational programs? Is more program improvement activity likely to be carried on in
vocational education than would have gone on if the nominal purpose of the fecle.al program
had not been altered? In addition, other aspects and implications of the Title 1113 program
improvement grants are considered, including the likely effects on intrastate fund distributions
and on resource mixes in vocational programs.

To lessen the suspense, the principal conclusions are that the new Title JIB grants are
likely to do little to stimulate additional spending for program improvement, innovation, and
expansion activities, and it is doubtful that significantly more such activity will be carried on
under the present Act than would have been carried on if the law had not been changed.
Title JIB funds are about as likely to be used for general support--i.e., to maintain ongoing
vocational programs- -as were funds under the previous Vocational Education Acts. The kinds
of targeting provisions that might indeed have channelled additional resources into program
improvement activities were not written into the statute or the regulations when the
stated purpose of federal aid was changed. The nominal shift under the Perkins Act from a
aeneral subsidy for vocational education to support for program improvement is likely,
therefore, to be reflected only minimally in reality. As one former OVAE official aptly put it

132The term "program improvement" is often usea )n this chapter as shorthand for
statutory phrase "program improvement, innovation, and .r(pansion," but only wnere cont ion.
is unlikely between its broader and narrower meanings.

wJ
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whet describing the Title IIB program improvement grants at a cent conference, "this is the
old basic program of vocational education--cut back."

In light of these conclusions, considerable attention is devoted in the latter half of this
chapter to alternative designs for a program improvement grant programalternatives that
might do more than the present provisions to achieve the goals Congress established in 1984.
Among the more moderate alternatives (cptions within the existing Perkins framework) are
proposals for (a) focusing federal funds on the "core" program improvement activities- -
research, development, testing, evaluation, and installation of new or improved vocational
programs; (b) limiting outlays of federal funds to expenses that exceed the regular costs of
operating programs, or the costs that would have been incurred anyway to serve the same
students; (c) limiting the amounts of federal aid that may be expended, and the circumstances
in which they may be expended, for equipment (d) strengthening the requirement
for state-local matching of Perkins program improvement grants; and (e) establishing guidelines
for the distribution of federal funds within states. Also discussed are more drastic federal
policy options, such as offering fiscal incentives for program improvement and concentrating
the available program improvement funds on organized research, development, testing, and
evaluation projects.

The remainder of the chapter is organized into four sections. The first describes the
Title IIB legal framework and explains briefly how it evolved. The second deals with the
problems of defining program improvement activities and permitted uses of federal funds.
The third examines the resource allocation implications of Title IIB as presently constituted and
the likely effects of changes in definitions and rules. The final section presents and assesses a
number of policy alternatives, including some that could be accommodated within the present
statutory framework and others that would require more drastic changes in program strategy
and design.

DESCRIPTION AND EVOLUTION OF TITLE IIB

Improving programs, expanding programs, and developing new programs have been
stated federal goals in vocational education since 1963, but it is only under the Perkins Act
that a major portion of federal aid has been reserved specifically for these purposes. The

history of the program improvement aspect of federal involvement is, in a nutshell, that it
began as just a statement of purpose, developed through a series of slaail activities peripheral
to the main federal aid program, and emerged in 1984 as, on the basi.: ol its 43-percent share
of federal aid, nominally the most important single activity funded under the Perkins

2 et 1
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Program Improvement Prior to the Perkins Act

The very first purpose of federal assistance mentioned in the preamble to the original
Vocational Education Act of 1963 was

...to authorize Federal grants to States to assist them to maintain, extend, and
improve existing programs of vocational education, [and] to develop new
programs of vocational education (P.L. 88-210, Sec.1).

However, this goal statement was not backed up either with earmarked funds or with a
requirement to devote resources to program improvement, and program improvement was not
one of the six authorized uses of funds enumerated in the statute. Thus, at the outset, the
federal effort to encourage improvement was limited to inspiration and exhortation.

In 1968, the same goal statement was retained and program improvement was still not
listed as a "use" of federal aid, but ancillary programs were established under the headings
"research and training," "exemplary programs and projects," and "curriculum development" to
carry out certain functic" It now fall under the program improvement heading (Parts C, D,
and I, respectively, of 1 0-576).

The 1976 statute foreshadowed the restructuring thatwas to occur under the Perkins
Act in that it reflected Congressional misgivings about the general aid aspect of federal
vocational education funding and accorded higher priority to improvement-oriented activities.
A revised statement of purpose identified as federal goals

...to extend, improve, and, where necessary. maintain existir programs of
vocational education, (2) to develop new programs of vocatl al education...
(P.L. 94-482, Sec. 101, emphasis added).

The phrase, "where necessary, maintain" can be viewed as a rhetorical first step toward
elimination of the general-aid, or program maintenance, function.133 In addition, the 1976
Amendments provided continued support for ancillary program improvement activities by
authorizing funds for research and new program development, exemplary and innovative
programs, and a program of curriculum development (P.L. 94-482, Secs. 130-133).

In 1984, there were enough votes in the Senate Committee on Labor and Human
Resources to support the reorientation, in principle, from general aid to program improvement.
Influenced strongly by the report of the NIE Vocational Education Study (1981). the

133 .As explained by a Congressional staff member who participated in drafting the
legislation, this was compromise language, -ellecting the fact that those who wanted to
eliminate general supp:,rt in favor of aid for activities of special federal interest did not yet
have enough otes to make the change in 1976.

0 0 r)
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Committee endorsed the conclusion that program improvement was being neglected, while
ongoing programs were absorbing the federal funds. As the committee report put it,

Recognizing the real needs for program improvement, the Committee is
dismayed by the tendency of states and localities to use federal vocational
education funding to reinforce existing practices rather than utilizing these
funds to improve programs. It finds that a considerable cause of this problem
is the lack of incentives for program improvement in the current VEA.134

The Senate bill (S.2341), reflecting these views, earmarked all nontarget-group funds for
program improvement, innovation, and expansion efforts. The House bill would have allowed
continued use of federal funds to "sustain existing programs of proven effectiveness," but the
Senate view prevailed in conference committee. Authority to expend federal funds to maintain
or sustain ongoing programs was deleted from the law.

The Legal Framework of Program Improvement Under Perkins

Title IIB of the Perkins Act stipulates that 43 percent of federal aid to states is to be
used for activities described as "vocational education program improvement, innovation, and
expansion" (P.L. 98-524, Secs. 102, 251), but the legal framework defining and governing these
uses is remarkably sparse. The statutory provisions directly applicable to Title IIB grants
consist only of the following:

o Section 251, which consists of a I ,t of 25 permitted uses of Title JIB
improvement, innovation, and expansion funds;

o Section 252(a), which authorizes each state to expend Perkins Title IIB
funds, subject to other statutory provisions, in the manner that it deems
"best suited" to carry out the purposes of the Act;

o Section 252(b), which allows funding of "community-based organizations
of demonstrated effectiveness;"

o Section 252(c), which says that projects supported with Title JIB funds
shall be "of sufficient size, scope, and quality" to give reasonable promise
of meeting the needs of the students served; and

o Section 502(a)(4), which requires 50-50 state-local matching of federal
program improvement funds.

4" Senate Committee on Labor and Human Resources. ReT.ort to accompany ''.2341 op.
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In addition, several general resource allocation provisions of the Act apply to Title IIB grants,
including the general supplement, not supplant requirement in Sec. 113(b)(16).

The list of permitted uses of funds in Sec. 251 of the Act is heterogeneous and replete
with redundant and overlapping items.'" Items 1 through 4 authorize grantees to expend
grant funds for the following broad improvement-related purposes or activities:

I. "the improvement of vocational education programs within the State
designed to improve the quality of vocational education [sic]...";

2. "the expansion of vocational education activities necessary to meet student
needs and the introduction of new vocational education programs,
particularly it economically depressed urban and rural areas of the State";

3. "the introduction of new vocational education programs, particularly in
economically depressed urban and rural areas"; and

4. "the creation or expansion of programs to train workers in skilled
occupations needed to revitalize businesses and industries or to promote
the entry of new businesses or industries into a State or community."

Two other listed items authorize spending on particular improvement-related
functionscurriculum development (item 8) and inservice and preservice training (an item
listed separately under Sec. 251(b)).'36 Another such function, technical assistance, is
mentioned in item 1.

Several items on the list indicate that grantees may conduct program improvement,
innovation, and expansion activities pertaining to particular program or subject areas,
occupationa. .ategories, client groups, services, or institutional or geographical settings.
Ari:nng the activities named are:

o "exemplary and innovative programs which stress new and emerging
technologies" (item 5),

135According to one Congressional staff member interviewed for this study, the list in the
Senate bill consisted of nine items, but it grew during subsequent stages of the legislative
process to include items from the House ':;11 and to reflect special interests of individual
senators and :-presentatives, some of whi. !I are related peripherally, if at all, to program
improvement, nnovation, or expansion. i the haste of the conference committee proceedings.
no effort was made to consolidate narrow .ems within broad ones or otherwise to rationalize
the list.

1361:n like all the other items, which identify permitted uses of funds. preservice and
inservice training of vocational educators is presented in the statute as a required t.se of funds:
but since no minimum outlay for such training is specified, it is difficult to see any
meaningful distinction between permitting and requiring grantees to support this activity.
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o "improvement and expansion of postsecondary and adult vocational
eduk.ation programs and related services for out-of-school youth and
aduits" (item 6),

o "improvement and expansion of career counseling and guidance" (item 7),

o "the expansion and improvement of programs at area vocational
education schools" (item 9),

o the conduct of special courses designed to teach mathematics and science
through practical applications as parts of students' vocational programs
(item 11),

o "prevocational programs" (item 14),

o "programs of modern industrial and agricultural arts" (item 15),

o "the provision of vocational education through arrangements with private
vocational education institutions, private postsecondary educational
institutions, and employers..." (item 22), and

o the improvement or expansion of any vocational education activities
authorized under Title HA of the Act--which :s to say, vocational
activities aimed at the handicapped, the disadvantaged, and other target
groups.

The last of these is significant because it establishes; a link between grants to provide
services for the handicapped, disadvantaged, and other srecial-need students under Title HA
and grants to improve services under Title IIB. The statement that Title IIB funds may be
used to improve the services provided with Title HA funds highlights the difference in
purposes between the two types of grants. It also makes clear that contrary to what some aid
recipients allegedly believe, Title HE grants are not reserved for students excluded from the
target groups in Title HA, and support for the iatter students is not necessarily limited to the
Title HA set-aside grants.

All the items listed immediately above are redundant in that spending for all such
activities would be permitted anyway under the previously cited general items 1-4. Their
main function is to emphasize aspects of vocational education in which members of Cong'ess
have expressed particular interest.

Another set of items authorizes ...Tending on equipment and facilities. hem 10
authorizes outlays for equipment acquisition and facilities renovation; items 21 any: 23 single
out high-technology equipment and communications and telecommunications equip.--1?nt: anc
item 20 allows spending to construct area vocational school facilities in areas ha\
"demonstrated need." Yet another cluster authorizes spending on certain specific functions.
generally of an ancillary nature, including coordination with employers (item 12). support of
student organizations (item 13), support of certain sex-equity activities (item 16). stipends for
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needy students (item 17), placement services (item 18), and day care services (item 19). Then,
on the off chance that something might have been left out, the Conference Report on P.L. 98-
524 explains that

In listing the authorized activities under the State grant, the managers note thatthis list is intended to be general and illustrative, not limiting. States may fundactivities that are not specifically listed but are in compliance with the purposesof the legislation (Conference Report on H.R. 4164, Congressional Record- -House, H 10775).

Note that some of the 25 listed items seem to authorize expenditures for services not
necessarily related to program improvement, innovation, or expansion. This is particularly true
of the items pertaining to day care, student stipends, and support of student organizations, the
item authorizing private provision of services, and some of the items pertaining to equipment
and facilities construction. Of course, such outlays could be to improve the services in
question, but the statute itself seems not to require that connection. In this respect, Congress
has not limited the uses of Title IIB grants to efforts to improve and expand vocational
offerings.

The program regulations applicable to Sec. 251 of the Act (34 CFR, See. 401.59)
mainly repeat the statutory language but also shed light on OVAE/ED's interpretation of a key
distinction made by Congress--that between federally fundable program improvement,
innovation, and expansion activities, on one hand, and nonfundable maintenance of existing
programs, on the other. OVAE/ED seeks to make this distinction by dividing the 25
authorized uses of Title IIB funds into two groups: activities that are "inherently related" to
program improvement and activities that are not k50 FR 33282). The former include such
unambiguously improvement-related activities as research and curriculum development which
OVAE/ED believes, reasonably enough, should be permanently supportable with Title IIB
funds (but they also include, inexplicably, such things as day care and placement services).
The latter category includes all the general items authorizing federal support for improving
vocational programs, introducing new programs, and expanding programs, pius the many
program-specific items enumerated above. These activities, according to the regulations, are
not inherently related to program improvement and so may not be "maintained' with Title 1IB
funds but may be supported to the extent that, and as long as, they involve improvement,
:nnovation, or expansion (Sec. 401.59(13)).

The regulation then goes on to define the latter concept further by sr.ifying that

any vocations; education project. service, or activity that was not i_roided by
the recipient during the instructional term that preceded funding under [Title
118] may be considered a new, expanded, improved. modernized, or developed
project, service, or activity and may be considered so for up to three years
(Sec. 401.59(c)).
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To this, the Department has added the stipulation, in the form of a response to a comment on
the regulations, that

States and eligible recipients may use funds under this program to support only
those particular aspects of their services and activities in the latter
category...which represent an innovation, expansion, improvement,
modernization, or development (50 FR 33282, emphasis added).

However, no further guidance is offered on what constitutes an "aspect" of a service or
activity, and so, as will be seen, it is unclear what costs are chargeable to Title IIB grants
when a particular vocational program is being improved.

The purpose of this whole taxonomic exercise may seem obscure, but it underlies
OVAE/ED's extremely permissive views of how grantees can spend their Title IIB funds. The
important thing to recognize about the logic of the regulation is that it shifts the focus from
identifying program imprf,vement activities to identifying vocational programs that are being
improved. The doctrine that the latter, not just the former, can be supported with Title IIB
funds (for up to three years) is what OVAE/ED uses to justify the continued use of federal
aid to pay the ordinary operating casts of vocational programs. This point is developed at
length in the next section of the chapter.

Apart from the list of permitted uses, the most important statutory provision pertaining
to program improvement grants is that allowing states to use such funds as they think "best
suited" to accomplish the purposes of the Act (Sec. 252(a)). This provision establishes in a
single sentence that Title IIB, as presently constituted, is a relatively unrestricted block grant
Lu states. States agencies are empowered under this provision both to decide how funds shall
be allocated among permitted uses (or to delegate such decisions to local authorities) and to
determine how Title IIB funds shall be distributed among local recipients. State discretion in
these rc,spects appears to be virtually unlimited. A state could decide, for example, to spend
all or none of its Title IIB funds on equipment, or conceivably to devote all such funds to
.7.uthorized uses unrelated to program improvement, such as day care or student stipends.
States also may apportion funds among classes of institutions as they choose (e.g., by formula,
by competitive pros. 'sses, or at the discretion of state officials) and apparently may even
exclude whole classes of eligible recipients (e.g., all postsecondary institutions) from funding
under this title.

The statutory provision that projects funded under Title 11B shall be "of sufficient sizc.
scope, and quality to give reasonable promise of meeting the ocational education needs of the
students involved in the project" (Sec. 2.52(b)) has been gi..eri no operational content either in
statements of Congressional intent or in the regulations. Interestingly. identical language under
ESE, Title I became the basis for an important concentration rule, under which services were
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to be provided in significant doses to limited numbers of pupils rather than more widely
diffused. No such principle has been established in vocational itication, however; nor is there
any indication of whether Congress had that or something else in mind rhen it included the
"sufficient size, scope, and quality" clause in the Act.

The statutory requirement for 50-50 state-local matching of Title IIB funds has been
interpreted in the regulations as applying (a) on a statewide basis rather than to individual
recipients and (b) to all program improvement, innovation, and expansion activities in the
aggregate rather than to particular activities supported with Perkins Title IIB funds (50 FR
33300). This means that states or recipients can "match" federal aid by spending their own
funds on anything covered by the list of permitted use of funds, regardless of whether any
federal funds are allocated to that activity or even to the entity providing the matching funds.
For example, the Title JIB funds that a junior college expends to develop a new computer
technology program could be "matched" by a rural school district's outlays to renovate a barn
for its animal husbandry program. Each state is free to decide whether to match federal aid
with state funds or to pass through some or all of the matching obligation to local grantees.
As will be shown later, however, so many normal, ongoing vocational education outlays are
likely to qualify as matching funds under the present rules that the details of ;low matching is
handled lapse into insignificance. Most grantees should be able to come up with sufficient
matching funds easily ithout spending any money they would not have spent in the absence
of a matching requirement.

Finally, although the Perkins supplement, not supplant requirement presumably applies
to Title JIB funds as well as to all other Perkins grants, no guidance has been provided in the
regulations or elsewhere as to what nonsupplanting means in connection with program
improvement grants. As will be shown later, OVAE/ED's interpretations of permitted uses
of Title JIB funds allow direct and overt substitution of federal aid for ry.mfederal funds that
would otherwise have been expended on the same programs and student!. In the program
improvement context, as in connection with grants for the handicapped and disadvantaged, the
nonsupplanting requirement has been and remains essentially a dead letter.

PROBLFMS IN DEFINING PERMITTED USES OF PERKINS PROGRAN'
IMPROVEMENT GRANTS

The statute says that Perkins Title 1113 funds are for p'ogram improvement. innovation,
and expansion, but there is much uncertainty about what the three terms mean and what
expenses may be paid with Title 11B grants. Even individuals directly involved in drafting and
interpreting the law often disagree about which uses of funds are legitimate. Re3olving the
definitional issues is important because, as will be seen, how loosely or tightly permitted uses
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are defined has much to do with whether Title IIB grants will advance the program's stared
goals.

Developing New Programs (Innovation)

To appreciate the problems that arise in defining the proper uses of program
improvement grants, consider the types of activities that a service provider would have to
carry ov.t. :Ind the types of costs it would incur in establishing a new vocational education
program. Suppose that an LEA develops, introduces, and then operates a program in an
occupation for which that LEA offered no training before. The LEA incurs a variety of costs.
Before serving any students, it must pay for such start-up activities as developing the new
curriculum, training teachers and other staff, acquiring and installing equipment, purchasing
initial materials, and perhaps building or renovating facilities. Once operations commence, the
LEA must make continuing outlays for salaries of teachers and other personnel, replenishment
of materials, operation and maintenance of facilities and equipment, and various overhead
costs. In addition, there may be follow-up developmental costs, such as costs of e raluating the
program and revising it if necessary. Which of these costs should be payable with funds
provided under Title IIB (or with required state or local matching funds), or putting it
differently, which should be considered legitimate costs of "innovation" under the Act?

The least restrictive answer, the answer most popular with state and local vocational
educators, and the answer that seems to follow from the aforementioned OVAE/ED regulations
and taxonomy is that all costs associated witn the new progr,m should be payable with Perkins
funds for up to the three years that the program may be considered a "new" activity. These
costs would include, for instance, salari of teachers and other program staff as well as
salaries of the program developers; all costs of equipment, materials, and facilities; and
administrative and other overhead expenses. To claim these costs, the LEA would not have to
show that they are "extra" or attributable to the program's newness; nor would it have to
establish that the new program's costs exceed what would have been spent anyway to serve the
same students. Anything up to t,le full cost of developing the new program and operating it
for three years could be charged against Title IIB funds. To appreciate the implications of the
foregoing "total cost" definition, contrast it with an alternative definition that distinguishes
sharply between the costs of creating or improving a program and the costs of operating one.
Under this alternative, the incremental cast definition, costs payable with fed:.ral funds
would be limited to the extra. or incremental. costs inc-.rred because a new program was being
developed. or. putting it differently. ti, the costs of the specific innovative activities, over and
above normal operating costs, necessary to create the new program and put it into place.
Allowable costs, under this definition, would include costs of program planning and design.
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curriculum development, teacher training, init!al materials and equipment, program evaluation,
and any other costs of creating, installing, and -perfecting the new program. All ordinary costs
of operating the program--i.e., costs that would be incurred whether or not innovation had
taken place--would be excluded. For example, the salaries paid to instructional staff for
teaching enrollees in the new program would not be chargeable to Title IIB under this
definition, but salaries paid to the same teachers while they were being trained to operate the
new program would be federally fundable. The dual rationales for the distinction are (1) that
the purpose of Title IIB grants is to pay for developing, improving, or expanding programs,
not for operating them, and (2) that since regular operating expenses would have been incurred
to serve the name students whether or not a new program had been introduced, paying those
expenses with federal aid would constitute supplanting of nonfederal funds.

The practical significance of the choice between the two definitions can be shown with
a numerical example. Suppose that an LEA introduces a new program with start-up costs
(program development, equipment acquisition, teacher training, etc.) of $60,000, regular annual
operating costs of $50,000, and additional evaluation and program development costs of $5,000
per year during the first three years of the program's life. Under the total-cost definition, the
LEA would be able to charge up to $225,000 to Title JIB over a three-year period (start-up
costs plus three years of operating cost plus three years of evaluation and development
costs). Under the incremental-cost definition, charges against federal aid would be limited to
$75,000--the start-up costs plus the subsequent program development outlays. Thus, the
incremental cost definition allows only a minor fraction of the new program's total cost to be
paid with federal funds.

OVAE has issued no regulations or guidelines dealing explicitly with the issue of
allowable costs, but there is no doubt that it subscribes to the view that grantees may pay the
total three-year costs of new programs with Title IIB funds. Ot e former OVAE official
interviewed for this study declared flatly that a new program can be supported in its entirety
with Title IIB funds for up to three years. The issue of supplanting does not arise, he said,
because there are no state or local funds to displace--i.e., since the program is new, there was
no previous funding. (He dismissed as irrelevant the point t' it state and local funds would
otherwise have been expended to educate the same students in some other program.) At a

conference on issues of compliance with the Perkins Act that the author attended, other former
OVAE officials made public statements to the same effect.I37 Two current OVAE officials
with whom the issue was discussed were more circumspect, but only slightly so. Both
recognized that federal aid might cover costs that would have been incurred an` way and might

137Conference on "Avoiding Audit Liability Under the Carl Perkins Act," sponsored by the
American Vocational Association, Washington, D.C., October 16, 1987.
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simply displace state and local support for the same students. One agreed in principle that
there should be an effort to focus Title IIB funds on activities that are "intrinsically program
improvement." But neither saw any basis in current law for limiting Title IIB outlays to only
nonrecurring or incremental costs. It appears that the prevailing, albeit unwritten, offickal
doctrine is that anything up to the full three-year cost of a new program can be financed with
Title IIB grants.

Improving Programs

Although the foregoing discussion peg tains most directly to new programs, the same
definitional issues arise in connection with program improvement and program expansion as
well. The principle difference between introducing a new program and improving an existing
one is that in the latter case only some asptcts of a program are likely to be affected.
OVAE/ED has stated, in 7 regulatory dictum cited above, that only those particular
aspects should be supported with federal fund.3. Therefore, one would have to differentiate,
under OVAE/ED's notion of allowable costs, between elements that are and are not improved.
(Even local vocational education officials are unlikely to claim that the entire cost of a
program that has been improved in some specific respect should be chargeable for three years
to Title IIB grants.)138 Then, having distinguished between improved and t.nimproved aspects,
one must deal with whethe-, the total costs or only the incremental costs of the former should
be payable with federal funds. Consider how these issues manifest themselves in certain
concrete situations:

Suppose first that only a program's curriculum is improved, while the teachers, the
equipment, and all other resource inputs remain the same. The total cost of the improvement
seems, in this instance, to be the same as the incremental cost--that is, it consists of the cost
of developing the new curriculum and putting it into use (the latter might include, for
example, costs of in-service teacher training and outlays for new materials). Conceivabiy, a
grantee might assert that changing the curriculum makes the program "new" and thus federally
fundable in its entirety, but it seems unlikely that such a claim would be taken seriously (but
see footnote 7). Second. consider an improvement in a program's instructional staff. Suppose
that a highly trained teacher with up-to-date skills replaces a teach,T with less education and
inferior skills, and suppose that the new teacher's salary is higher. What expenses associated

138There appear to be at least a few state and local officials, however, who would make
this extreme claim. For instance, a speaker at the aforementioned conference (see t'n. (3) told
the story (prt.sumably apocryphal) of an LEA that claimed the whole cost of its program for
training truck drivers as an expense under Title LIB on the grounds that the program had been
"improved.' by switching from regular to premium gasoline for the trucks.
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with this improvement could legitimately be paid with Title IIB funds? Working with the
OVAE/ED's total-cost definition, one might claim that the improved "aspect" of the program is
the teacher, so all costs associated with the new teacher -- salaries, fringe benefits, etc.--should
be payable with Perkins funds for up to three years. In contrast, the incremental-cost view
implies that only the increase in teacher pay (the difference between the new teacher's and the
old teacher's salary) plus, perhaps, the costs of recruiting and training the new teacher are
legitimately chargeable to federal aid.

Third, consider the type of improvement that is unquestionably the most important in
practice, a replacement of old with new equipment. Suppose that an LEA replaces older-
model word processors, machine tools, or farm equipment used in its vocational programs with
newer, more capable models. The costs incurred include those of acquiring and installing the
new equipment, plus such related costs as teaching the instructional staff how the new
equipment works. There might also be related changes in operating costs, as the more modern
equipment might be either more or less costly than the old equipment to operate and maintain.
Which of these qualify as costs of program improvement?

In the case of equipment acqu_ "tion, the main issue is not whether total costs or
incremental costs ought to be allowable. The most important expense, the price of the
equipment itself, qualifies under both definitions. Instead, the key question is whether a
distinction should be made between equipment replacement and equipment improvement and,
if so, whether only the cost of the latter should be allowed. According to Sec. 25I(a)(10) of
the statute, Title IIB 'unds may be expended for equipment "necessary to improve or expand
vocational education programs within the State." This seems to imply that if new equipment
merely replaces old equipment and no improvement takes plaLe, the cost of the new equipment
should not be payable with federal funds.139 By extension, it also seems to imply that when
an equipment purchase involves both replacement and improvement, only the portion of the
cost attributable to improvement should be federally funded. For example, if an old machine
is replaced with a new and better machine, and the new one costs, say, 30 percent more than a
machine with the same capabilities as the machine being replaced, then it is arguably only the
30 percent increment that should be federally funded. Merely replacing worn out old

139Note, however, that Sec. 251(a)(10) is only one. albeit the most general one. of items on
the list of permitted uses of funds that pertains to eq7:pment. Neither Sec. 251 (a )( 2 1 which
permits acquisition of "high technology equipment," lior Sec. 251(3)(23), which permits
spending for "communications and telecommunicatiLns equipment." imposes the requirement
that such equipment must be necessary for program improvement and expansion. This may he
because it was assumed either that acquiring "high-tech" equipment would always improve a
vocational program or that grantees would not normally ly.ve such equipment. and therefore
the issue of replacement would not arse.

rt r)
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equipment is a normal operating cost or, in the Perkins Act's terminology, a cost of
maintaining existing programs, which is something Title IIB funds are not supposed to support.

Both OVAE staff and state and local officials generally seem less certain about how to
treat costs of program improvement than costs of new programs, except that they seem quite
certain about the last issue mentioned above, the cost of new equipment. All parties consulted
are of the opinion that equipment purchases should be fully chargeable to Title IIB, regardless
of whether, or to what degree, the new equipment is better than the old. There is no reason
to believe that any distinctions are made in practice between equipment improvement and
ec ipment replacement or between equipment that is and is not necessary to improve
vocational programs.140 Otherwise, notions of how to identify the improved "aspects" of
pvograms seem extremely murky. Opinions span the range from narrow, cautious
interpretations of allowable outlays to the claim that revising a curriculum makes a program
"new" and therefore federally fundable in its entirety. OVAE/ED has done nothing to clarify
the matter.

Note that it can make a big difference under the total-cost definition of allowable
..csts, but not under the incremental-cost definition, whether a program is labeled "new" or
"improved." The present OVAE/ED doctrine, though vaguely defined, seems to be that
grantees may pay the full costs of new programs but only the costs of certain aspects of
improved programs with Title IIB funds. Often, however, a program's newness may be in the
eye of the beholder--or, more to the point, in the eye of the administrator seeking to finance
a program with federal aid. There is an incentive to label revised, modernized, or otherwise
improved programs "new" whenever possible to benefit from the more liberal rules. But if
only incremental costs could be paid with federz i aid, the distinction between "new" and
"improved" would cease to matter. Regardless of labeling, only costs in excess of regular
operating costs would qualify for federal funding.

Program Expansion

Program expansion can take many forms. It might consist of increasing enrollments in
existing classes, creating additional classes or sections, or replicating a program in other
locations. These changes in scale may either increase or reduce cost per student. In
addition to changes in operating costs, 'there may be nonrecurring costs associated with an
expansion, such as costs of acquiring additional equipment, enlarging facilities, training

1 4'3Millsap et al. (1989) report that local vocational education off i;:ials often think of
Title IIB grants as "federal equipment money," available to fund any and all outt:r,c., fnr
vocational education equipment.



additional staff to teach additional classes, installing program replicas at new sites, and perhaps
monitoring and evaluating the ret;'.icas to ensure satisfactory quality. Once again, the question
is which of these costs are legitimate charges against Title IIB grants.

The definitional issue is slightly more confusing with respect to program expansions
than with respect to new programs. It is not clear which "aspects" of services and activities, to
use the regulatory phrase, "represent an expansion" of a program. That expression could be
taken, under OVAE/ED's total-cost concept, to encompass all costs associated with the
increased size of the. program, including, for instance, the full costs of eperating replicas of
the origin't.t program at new sites for up to three years; or it could be understood to cover only
the incremental costs of actually expanding the program (e.g., training more staff and setting
up new sites) but not any costs of operating the program once it had been expanded. OVAE
officials and others with whom Title BB was discussed had very little to say about what is
federally fundable under the heading of program expansion.

Which definition is chosen could make a very large difference. Suppose, for example,
that a program has been so successful in one of an LEA's high schools that the LEA decides
to set up identical programs in three other schools. Suiv,. ose that the program at each site costs
$50,000 per year to operate and $30,000 at the outset to install. Under the total-cost
defin;.tion, the LEA could charge $541r 000 to Title IIB (in-allation costs plus three-year's
operating cost at three schools), while under the incremental-cost definition only $90,000 could
be federally financed.

The issue of fiscal substitution, or supplanting, is pertinent to program expansion in
much the same way as to new programs. When a program expands from one of an LEA's high
schools to another, it serves students who, in the absence of the expansion, would presumably
have enrolled in and been served by some other program offered by the same LEA. Costs
would have been incurred to serve those students whether or not the expansion took place. If
the nonsupplanting principle applies, then only the incremental costs of expansion seem
legitimately chargeable to federal aid.

Summary

When Congress wrote Title 118, it did not define clearly either the types of activities to
be construed as innovation, improvement, and expansion or the types of expenses to be
payable with federal funds. OVA ETD did not recognize, or declined to make, :he key
distinction between developing, improving, or expanding a program and operating one.
Instead. it defined federally fundable costs (implicitly) in an extremely unrestrictive mans °r.
Grantees are apparently allowed. under OVAE, ED's interpretation. to pay the full costs of ne\k
and expanded programs, including routine operating costs, with federal aid; to construe
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liberally the federally fundable costs of program improvement; and to buy virtually any
equipment, whether related to program improvement or not, with federal dollars. This means
that much Title IIB money is likely to be used for exoenses that grantees would have incurred
anyway, leaving little to augment program improvement activities. Under an alternative
definition, limiting expenditures of Title IIB funds to the incremental costs of improvement,
innovation, and expansion efforts, opportunities to use Perk:ns Title IIB funds to gHTitain
vocational programs would be greatly reduced, and the likelihood that federal aid .vil generate
additional program improvement activity would be enhanced.

IMPLICATIONS FOR RESOURCE ALLOCATION AND TARGETING

When Congress passed the Perkins Ac ;n 1984, it theoretically changed the purpose of
the federal grants not earmarked for particular target groups from supporting ongoing
vocational programs t paying for program improvement, innovation, and expansion. This
section considers whether the reoriented federal program is likely to yield the intended results.
Specifically, it deals first with the targeting or adciitivity issue: to what degree is federal aid
under Title IIB likely to translate, as Congress intended, into support for innovation,
improvement, and expansion of vocational education programs? In addition, it touches on two
other important aspects of resource allocation: one, the distribution of Title IIB funds among
grar tees within states; the other, how federal aid is likely to influence the resource mixes in
vocational education programs.

Targeting and Additivity

Whether and to what degree Title 1113 will channel additional resources into innovation,
improvement, and expansion efforts is the central issue, since it touches most directly on
whether the Congressionally established goals will be achieved. The issue can be posed most
pointedly in comparative terms: Is there likely to be significantly more program improve-

.

ment, innovation, and expansion activity in vocational education under Title IIB than there
would have been if the same federal dollars had been distributed instead as unrestric:ed.
general-purpose grants? A negative answer means that Title JIB grants, nominal goals
notwithstanding, are likely to contribute little to either the quality or the supply of vocational
,flucltion programs.

To accomplish its nominal goals. Title 11B must either corttroin or grante, to

upend more money on improvement. innovation, and expansion than 01,- ,x,-)uld ha\ e spent
otherwise. It must aJ,1 tv the volume of such aC.1'. ity that grantees w uld have undertaken in
the absence of Title IIB grants. The rate of additivity, defined as the percentage Title 11B
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funds that translates into additional spending for the specified purposes, measures the degree to
which federal aid is having its intended allocative effects. For instance, if a $ I million
Title IIB grant to a particular recipient pays for $200,000 worth of program improvement that
would not otherwise have t-...m undertaken plus $800,000 worth of activity that would have
been undertaken anyway, one would say that the grant is 20 percent additive, meaning that 20
percent has generated new activity and 80 percent has substituted for (supplanted) state and
local funds.

Is there anything about the Title IIB program, as presently constituted, that is likely
either to constrain or to induce grantees to spend federal aid additively on program
improvenint, innovation, or expansion? Taking into account both the program's design (the
rules attached to federal aid) and the fiscal environment in which the program operates, the
answer is "no in most instances." Most LEAs and postsecondary institutions should, be able to
accept and spend whatfwer Title HS funds their tates give them, comply fully with the statute
and regulations, as currEntly interpreted, and yet do nothing more to innovate, improve, or
expand their programs than they would have done without such aid. Title IIB, therefore, is
likely to be a low-additivity grant nrogram. Little of the federal aid is likely to translate into
additional support for the nominally aided activities; most is likely to be transformed into
general support, or maintenance of ongoing programs, the expressed intent of Congress to the
contrary notwithstanding. The line of reasoning leading to this pessimistic assessment may be
summarized as follows:

First, the Title IIB grants received by most recipients are likely to be small relative to
the amounts of the recipients' own expenditures that qualify as improvement, innovation, and
expansion outlays under OVAE/ED's unrestrictive definitions.

Second, there is nothing in the present Title IIB legal framework to prevent grantees
from spending Title IIB funds for activities that would have been undertaken and paid for
with nonfederal funds in the absence of federal aid; i.e., there are no effective barriers to
using federal aid to supplant state or local funds.

Third, given points one and two, most grantees should have ample opportunity to spend
all their Title III3 funds on programs or activities that would otherwise have been supported
with nonfederal funds; thus, they can comply with the terms of their grants without
undertaking any improvement-related activities that they would not have undertaken anyway

Fourth, in addition to having the opportunity to substitute federal for nonfederal funds,
gran' also have strong motivation to do so--narnly, each federal dollar thaz substitutes for,
or "frees up," a nonfederal dollar is effectively trmsformed into general aid. available to be
us,c,1 ac;ording to local, not federal, priorities.

Fifth, the 50-50 iu:itching requirement, which theoretically should he to constrain
grantees to use federal aid add;zively, is unlikely to have that effect in the cat.( of Title JIB
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because (a) it applies only statewide and in the aggregate, and (b) the federal grants and
matching funds combined are still likely to be smal! compared with local outlays for things
that qualify as program improvement under the OVAL /ED definitions.

Sixth and finally, there are no fiscal incentives in the Title JIB program to use federal
aid additively; that is, a grantee that does use Title JIB funds to augment its improvement,
innovation, or expansion efforts is treated no differently from a grantee that merely substitutes
federal for nonfederal funds.

Perhaps the easiest way to see the basis for these propositions is to consider the issues
of compliance and fiscal response from the perspective of an individual recipient, say an LEA,
that receives an allotment of Title IIB funds from its state. Suppose, using reasonably
realistic figure, that the LEA's Title JIB grant amounts to 4 percent of its vocational education
outlays, and assume initially that the state does not require the LEA to match the federal aid
with local funds.141 The LEA's obligation, then, is to spend 4-percent of its vocational
education budget on activities that qualify as federally fundable program improvement,
innovation, and expansion activities under the OVAE/ED definitions. Assuming that there is
no cheating (or that the requirement is fully enforced), what must the LEA do to comply?
Consider first the unlikely possibility that tha LEA would have spent nothing on improvement,
innovation, or expansion activities in the alisence of the Title IIB grant. That leaves it no
choice. If it accepts the federal money, it must initiate such activities and spend at least the
required 4 percent of its budget to f, them. Federal aid, in this improbable circumstance,
would have a 100 percent additive effect: all of it would be expended for program
improvement, innovation, or expansion activity that would not otherwise have been
undertaken.

But suppose next that the same LEA, even in the absence of federal aid, would have
expended more than 4 percent of its budget for activities deemed to be improvement,
innovation, or expansion under the OVAEJED definitions. Say, for concreteness, that 10
percent of its outlays would have gone for such activities. To fulfill its obligation under this
assumption, the LEA need not alter its spending pattern at ail. The only thing it must do to
demonstrate compliance is a bookkeeping transaction, wherein the LEA charges against its Title

14IThe estimate that an LEA would receive a Title JIB grant equal to out 4 percent of
its vncqtioni,1 eclu:atit.)n budget is based on (a; the assumption that about 6 7.rcent of the cost
,-:)f vocational ethicati,:n nationally is federally funded under the Perkins (b) the fact that
Mout 40 percent that aid is distributed under Title IIB. and (c) recogri:tion that not all
LEAS receive Title IIB funds. Of course, if a particular state concentrated its Title JIB funds
on a limited nut: ber of recipients, each such recipient would receive a larger share of its
vocation::I funCing froc.,, Title IIB, but as will be seen. even. a substantial degree of
concentration would not lead to different conclusions about the likeiy additivity of federal
,upport.

2
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IIB grant part of what it would have spent anyway on activities that qualify for Title IIB
funding. In this case, the additive effect of federal aid is zero. Federal funds are nominally
"used for" the specified purposes, but no more program imp! ovement activity takes place than
would have taken place without the Title IIB grant. Federal dollars have merely displaced the
local dollars that would otherwise have supported the same activities.

This brings up an empirical question: how likely is it, in practice, that an LEA would
normally spend enough of its own money on so-called program improvement activities that it
would be able to absorb federal aid without spending any more? Of course, data on the
subject are not available. EZAs do not normally account even for their total vocational
education spending, mach less for spending on improvement, innovation, or expansion.
Nevertheless, by making deliberately conservative assumptions about such spending, one can
show that most LEAs should have little trouble finding enough suitable outlays to absorb tlie.ir
Title IIB funds sever'l times over.

One must recognize that innovation, improvement, and expansion in vocational
education are not federal inventions. Activities that qualify as improvement-related, especially
under OVAE/ED's un'estrictive definition, do go on and would go on in vocational education
without .-egard to the availability of federal aid. The pace of such activity may be slower than
critics (ana the Congress) would like, but that does not mean that the outlays that qualify as
program improvement costs are low compared to the modest scale of federal support.

To illustrate, make the conservative assumption that an LEA replaces or substantially
revises each of its vocational education programs only once every 20 years. At that modest
rate, 5 percent of all programs, on average, would undergo revision each year, and so roughly
5 percent of vocational education outlays would be for programs that are new or substantially
revised in the current year. But according to the OVAE/ED rules, a program is considered
new or improved not only in the year in which the innovation or improvement takes place but
also for two subsequent years. This means that in any given year, roughly 15 percent of
vocational education spending would qualify as spending on new or improved programs. A
typical grantee, then, should have little difficulty in identifying enough "new" and "improved"
programs to consume the 4 percent or so of its vocational education budget derived from Title
funds.

Moreover, the 15-percent figure substantially understates the magnitude of qualifying
local outlay because it omits federally fundable activities other than innovation and
improvement. For instance, program expansion is also a permitted activity. In the normal
course of events, changes in student demands for specific vocational programs
that considerable "expansion" activity is taking place, even w:len the aggregate size of an
LEA's vocational education enterprise is static or declining. If the allowable costs of pi ograrn
expansion are defined as broadly as they s_em to be. then it is likely that so-called expansion
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alone could absorb much of the available Title IIB aid. Another major opportunity to absorb
federal aid arises out of the right that grantees enjoy, under OVAE/ED's interpretation of the
rules, to charge virtually all purchases of vocational education equipment to Title IIB. Data
are not available on the aggregate amount spend for such equipment in a given year, but it
appears that such purchases alone could consume most of the- Title IIB funds. In addition, still
more Title IIB funds could be absorbed by outlays for the various functions that OVAE/ED
has classified in the regulations as "inherently" program improvement, such as teacher training,
studeut stipends, placement services, day care services, and payments to private providers of
services. Taking all these into account, the total pool of qualifying, federally fundable
activities is probably five or more times siz, large, on average, as the volume of Title IIB grants.
Thus, the stipulation that Title 1113 grants must be "wed for" program improvement activities is
no bar to converting such grants into general support for ongoing vocational education
programs.

But what about other program requirements? Do they not pose barriers to the kind of
fiscal substitution described above? Two potential barriers need to be considered: the
nonsupplanting requirement and the requirement for 50-50 state-local matching of Title LIB
grants.

The same points about the nonsupplanting requirement as were made in connection
with Perkins grants for the handicapped and disadvantaged (Chapter 6) apply to program
improvement grants as well. The requirement to "supplement, not supplant" in Sec. 113(b)(16)
of the Act has been rendered ineffective as a targeting instrument by OVAE/ED's long-
standing decision not to define supplanting operationally and not to introduce specific tests or
criteria of whether supplanting has occurred. As interpreted by OVAE/ED the nonsupplanting
rule bars only two kinds of behavior. one, reductions in aggregate statewide support for
education ("macrosupplanting"); the other, direct substitutions of federal funds for the state or
local funds formerly used to pay for specific expenditure items, such as the salaries of
particular staff members or staff positions ("microsupplanting"). Neither is germane to the
kinds of substitutive behavior likely to occur in connection with program improvement grants.
The conspicuously missing interpretations, which would be germane, are that supplanting has
occurred when Title IIB funds are used (a) to support program improvement activities that
would have been undertaken anyway, (b) to pay operating expenses that would have been
:ncurred even in the absence of program improvement, and (c) to cover costs that would ha\L
een incurred to serve the same students even in the absence of Title NB funds. Unless tlit.

nonsupplanting rule is reinterpreted along these lines. it will remain irrelevant for adan,:ing
federal program improvement goals.

The requirement for 50-50 matching should, in principle, diminish substitution of
federal for state or local funds by doubling the amount of improvement, innovation. and
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expansion spending that grantees must show to demonstrate compliance with the terms of the
grant. In the case of Title !IB, however, the effect of matching is unlikely to be significant
for two reasons. First, most LEAs should not find it difficult to demonstrate that they spend
twice the amount of federal aid on activities that OVAE/ED defines as improvement,
innovation, or expansion. Second, the potential constraining effects of matching are reduced
by the interpretations that matching applies (a) statewide rather than to individual grantees and
(b) to qualifying activities in the aggregate rather than to particular activities supported with
federal funds. If these interpretations were changed, some grantees might be forced to allocate
additional funds of their own to program improvement activities. Unless the definitions of
qualifying program improvement activities were tightened at the same time, however, it is
unlikely that this effect would be substantial.

Certain countervailing forces could make Title LIB grants more additive than the
foregoing analysis suggests, but whether they are significant is a matter that must be
investigated empirically. One is that the state agencies ,:hat administer Perkins grants may
themselves require grantees to use federal funds for projects or activities that would not
normally have been supported with state and local funds. The likelihood of such behavior
would depend on how interested the officials in each state are in improvement of vocational
programs. Another possibility is that state agencies may spend substantial sums of Title IIB
funds themselves on projects or activities that would not otherwise have been ur dertaken.142
This, too, depends on how improvement-oriented state officials are. A third possibility is that
some LEAs and postsecondary institutions would feel morally obligated to use Title IIB grants
as Congress intended, namely, to augment their program improvement efforts, even though the
rules give them the opportunity to transform the grants into general aid. That is, Title IIB
may succeed in some instances through "moral suasion" if not through effective targeting
provisions. Finally, Title IIB grants may sometimes be used as intended simply because federal
and state-local priorities happen to coincide. For all these reasons, Title TIE grants may
sometimes have greater additive effects than one would expect on the basis of the program's

142State,.1 are authorized under the Act to reserve up to 20 percept of all Perkins grants
which probably means a considerably higher percentage of Title IIB grants) for state-run

activities. Since states do not ordinarily administer vocational education programs directly..they are less likely than LEAs or postsecondary students to use these reserved funds to coverroutine operating costs of programs. It is possible, of course, that states would suhstituteTitle IIB funds for state revenues that would otherwise have been used to finance certain
state-run vocational education activities, such as curt iculum development and teacher training
programs.
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design.'43 Note, however, that these possibilities all derlend on state or local officials
voluntarily deciding to use Title IIB funds to promote the purposes set forth in the Act. That
the proper use of federal aid depends, in essence, on state or local good will underscores how
small the distinction is between Title IIB program improvement grants and general-purpose
federal support.

The general conclusion that emerges from all this is that there is a disjunction between
the proclaimed goals of Title IIB of the Perkins Act and the policy instruments provided to
accomplish them. Federal aid can help to upgrade or expand vocational education only if and
to the extent that it adds to the volume of rrogram improvement, innovation, and expansion
activity that would otherwise have been undertaken. Yet if the foregoing anaiysis is correct,
only a small fraction of the $300+ millior. in Title IIB funds is likely to have any
additive effect. The remainder constitutes general support for vocational education,
indistinguishable from the general aid provided under the pre-1984 statutes. It follows, then,
that unless the provisions for accomplishing the proclaimed goals are strengthened, the hopes
of those why, fought to redirect federal aid into program improvement are likely to be
disappointed.

Effects on Intrastate Distribution or Title IIB Funds

The statutory provision that each state may spend funds "in the manner best suited to
carry out the purposes of this Act within the State" seems to give state agencies unlimited
c.iscretion to distribute Title IIB funds to whichever LEAs and postsecondary institutions and
in whatever amounts they like. Nothing in the Title IIB legal framework explicitly requires a

state to take into account such factors as local needs for program upgrading or expansion, local
capacity to improve programs, or the merit of proposed improvements. Nothing is stipulated
about distributional equity, and nothing seems to preclude even arbitrary or capricious
distribution processes. The one bit of language in Title JIB that does pertain to distribution- -

the stipulation that federal funds should support new programs and program expansion
"particularly in economically depressed urban and rural areas"--appears to have been totally
ignored.

143Title LIB funds may also sometimes be used additively for a less uplifting
namely, that some vocational educators and school business officials may not be a:tute or
flexible enough to appreciate how easy it is to turn the supposedly categorical grants into
general aid. This is likely to be a shore -run phenomenon, however, as even the 1,?ss-capable
administrators are likely to learn the necessary bookkeeping techniques from their more
advanced professional peers.
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No predictions can be made of how funds will actually be distributed under this carte
blanche arrangement. Each state is free to formulate its own priorities and criteria. Wbether
the distributions will favor :ich or poor, high-need or low-need, or urban, suburban, or rural
communities or whether they will be skewed toward secondary or postsecondary institutions is
for each state to determine. No infcrmation on actual distributions of Title IIB funds within
states was available when this report was written.144 However, given the vagaries of state
education politics, it is safe to say that highly diverse distributional choices will be made by
different state governments, and very different distributional patterns will emerge.

What is the federal interest in how Title IIB funds are distributed within states? The
statute sends contradictory signals. On one hand, one might reasonably infer from the
authority conferrers on states by Sec. 252(a) to distribute funds as they please that Cc ngress has
decided that intrastate distributions are not the federal government's business. On the
other hand, several other parts of the Perkins Act imply that at least certain aspects of fund
distribution are matters of federal concern. As already noted, Sec. 25I(a) stipulates that new
and expanded programs are to be supported "particularly in economically depressed urban and
rural areas of [each] state." In the same vein, Sec. 113(b)(5) requires states to allocate more
Perkins funds to economically depressed or high-unemployment localities than to places
without such problems. More generally, Sec. 7.51(a) requires states to use Title IIB funds to
meet the needs identified in their state vocational education plans; and those plans, in turn, are
to be based on assessments of (among other things) labor market demands, studant needs, and
the quality of vocational programs throughout the state, and of the capacities of local agencies
to deliver adequate vocational education services (Sec. 133(a)(3)). It seems reasonable to
conclude from the above that a state that does not take the specified factors into account in
distributing Title 118 funds is not complying fully with the law; but absent any criteria of how
the named factors should affect the distribution, it is not clear how one would apply ouch a
compliance standard.

Apart from whatever direct interest the federal government may have in the intrastate
distributions of program improvement dollars, there is another reason for federal concern about
the Title IIB fund distribution process. How states apportion Title TIE funds airy,/ affect a
distribution about which the Congress unquestionably does care, namely, the distr;butior. of
Perkins funds for handicapped and disadvantaged vocat;)nal students. As explained in Chapter
8, the 32 percent of Perkins money earmarked for such students is distributed wit:.in states
according statutory federal i'prmulas; however, because states arc free to distribute the

144N; E has sponsored two studies, one using funding data reported under the General
Education Provisions Act (GEPA) and one based on data from case studies, which should shed
light on certain aspects of distribution patterns in the nation and in selected states.
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remaining 68 percent of Perkins funds (including the 43 percent available under Title JIB) as
they choose, they can use the discretionary funds to alter or offset the prescribed formula
allocations. The drafters of the Perkins Act seem not to have recognized that in a system of
one-third formula grants and two-thirds discretionary grants the latter can always be used to
defeat whatever geographical targeting the former was intended to accomplish. Because Title
IIB provides most of the Perkins money distributable at state discretion, it is the principal tool
with which the formula-based distribttions may be undermined. That, if nothing else, makes
the distribution of Title IIB funds a matter of federal concern.

There are a number of methods by which the federal government could control or
constrain the distribution of Title IIB funds if it were thought appropriate to do so. They are
discussed in the -policy issues and options" section of this chapter.

Effects on the Resource Mix: the Incentive to Buy Equipment

Even if Title IIB grants add little to total support for improvement, innovation, and
expansion activities, they may still affect the resource mix in vocational education. The effect
that one can predict most confidently is a substantial increase in equipment acquisition. The
present federal rules encourage equipment purchases in at least three ways: first, by making
virtually any investment in equipment an acceptable and trouble-free use of Title IIB funds
(one that raises no issues of compliance); second, by defining allowable (federally fundable)
costs of equipment even more liberally than allowable costs of other kinds of resources; and
third, by subsidizing equipment purchases more heavily than purchases of other kinds
of vocational education resources or services. Each is explained below.

The loose rules pertaining to equipment purchases were mentioned in the earlier
discussion of allowable costs. Although the statute indicates that equipment outlays should be
linked to program improvement or expansion, OVAE/ED seems to allow virtually any
vocational education equipment to be paid for with Title ilB grants. The significance to state
and local officials is that equipment purchases raise no concerns about compliance. Local
officials need not worry about whether programs or "particular aspects" of programs qualify ..s
new, improved, or expanded wl itle IIB money is spent on equipment; equipment outlays
apparently qualify automatically Other things being equal, this makes buying equipment one
of the more attractive use of Title IIB funds.

A second incentive to purchase equipment arises out of the very liberal way in which
the federally fundable costs of equipment are defined. .As explained earlier, OVA E ED seems
to recognize no difference between equipment improvement and equirmenr replacement.
Title IIB funds may be used to cover th, latter as well as the former. This contrasts sharply
with the treatment that would be accorded any nonequipment outlay. For example. if a
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retiring high school vocational education teacher were replaced by a new teacher, the LEA
would not be able to pay the new teacher's salary with Title IIB funds, since merely replacing
an old teacher would not constitute an improvement, innovation, or expansion; yet if a worn-
out machine were replaced with a new machine, the full cost of the new machine would be
considered a federally fundable "improvement." The question would not even be raised of
whether or to what extent the new machine is "better." This unrestrictive definition of what is
federally fundable creates an important incentive to spend Title IIB dollars on equipment.

A third and less obvious incentive to purchase equipment arises from the substantially
higher effective rate of subsidy that Title IIB provides for equipment than for nonequipment
outlays. The differential subsidy stems from the traditional accounting practice in education
of treating. costs of equipment as if they were incur:ed in the year the equipment is purchased
rather than over the equipment's useful life. In accordance with this practice, grantees that
purchase equipment to improve their programs are allowed to pay the total lifetime costs of
that equipment with Title IIB funds, whereas if they purchase anything but equipment, they
are limited to paying only three-years' worth of the costs. Thus, a substantially higher
fraction of equipment costs than other costs may be covered with Title IIB money.

To illustrate, suppose that an LEA's effort to improve a particular program entails
spending $50,000 for new equipment and hiring a teacher aide at $5,000 per year, and assume
that the useful life of the equipment is 10 years. From an economic stanipoint, the equipment
and the teacher aide have approximately the same annual cost--i.e., the equipment, at $50,000
per year for 10 years of service, costs the same $5,000 per year as the aide.145 Under Title
IIB, however, the two kinds of cost are treated very differently. The LEA is allowed to
charge to Title IIB the entire $50,000 cost of the equipment but only the portion of the aide's
wages incurred during the first three years after the improvement is made (i.e,, $15,000). The
$50,000 equipment outlay is 'seated as a cost incurred during the first year, whereas in fact it
is a cost incurred over a ten-year period. The net result is that 100 percent of the lifetime
cost of the equipment is federally fundable, as compared with only 30 percent of the cost of
the aide over the same ten-year period; or looking at it differently, the LEA would be allowed
to charge to Title IIB more than 300 percent of the cost actually incurred for the equipment

145To be more precise. value of the $50,000 asset represented by the equipment
depreciates by $5,000 per .ear. Under the accounting rules u.T.ed by buy. nesses, but not by
school districts or postsecondary education institutions, it is the annual .:2preciation, not the
initial cash outlay, that would ..]how up on the books as the cost of the equipment.
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during the three-year period specified in the regulations.146 This is a substantial inducement
to favor equipment over nonequipment outlays.

Given these incentives, one would expect Title IIB recipients (a) to spend more
Title IIB money on equipment than they would have spent if the incentives were neutral, (b)
to buy more, equipment and less of other resources than they would have bought otherwise,
and (c) to substitute federally funded equipment for equipment that would otherwise have been
financed with state and local money. The probable result is a distorted resource mix in
vocational education. That is, vocational programs are likely to end up richer in equipment
and poorer in other resources than local vocational educators would have thought optimal if
given the same amount of federal aid without the skewed incentives.

POLICY ISSUES AND OPTIONS

The main general conclusion of the foregoing analysis is that the Title IIB program is
not suitably designed to accomplish the goals that Congress proclaimed when it earmarked
more than $300 million per year for program improvement, innovation, and expansion. As

matters stand now, these dollars are likely to do little to make vocational programs better.
Instead, they are likely to be used, contrary to Congressional intent, primarily to maintain
ongoing programs and services. In addition, Title JIB grants may not be distributed in
accordance with Congressional priorities, and may distort resource mixes in vocational
programs by encouraging excessive spending for equipment.

What can or should be done differently? If program improvement is not just a slogan
but a serious goal, how can Title IIB grants be redesigned to stimulate program improvement,
innovation, and expansion efforts? This section presents an array of policy options aimed at
alleviating the present problems. These options fall into two categories: those that can be
accommodated within the existing Title JIB framework and those that entail more fundamental
changes in federal strategy. The latter would require new legislation, as would a few of the
former, but most of the former could be implemented administratively by an appropriately
motivated OVAE Or Education Department.

Clarification of Program Improvement Goals

Betore dealing with the means of accomplishing federal program improvement goals.
the goals themselves need to he revicited crat'tncy, the Part: Iv-1c 1-1 1091, (::::;:g

1461.e., under the stated assumptions, the cost of the equipment (depreciation) during the
first three years would be 515,000, but the grantee is allowed to claim the full 550,000. or 333
percent as much.

2,
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shifted the nominal purpose of the nontarget-group grants from supporting vocational
education generally to supporting only innovation, improvement, and expansion. At the level
of rhetoric this was an easy change to make, but the present disjunction between the nominal
goals and the actual design of the Title IIB grant program suggests that Congress may not have
fully appreciated, or fully accepted, the consequences of changing the program's purpose. It
would be useful, therefore, to reconsider what the altered federal role implies and then either
to modify or reaffirm, but in any case to clarify, the purpose of the Title IIB program.
The points that need to be confronted in such a reexamination include the following:

First, Title IIB can be either a serious program aimed at improving vocational education
or a relatively unrestricted block grant but not both. he two are incompatible. Congress
failed to resolve this contradiction in 1984, and until it does so, there is little chance that it
will make the design changes needed to produce an effective program.

Second, additivity of federal aid is a prerequisite for accomplishing federal program
improvement goals. That federal funds must be supplemental have their intended effects has
been recognized in the context of aid for the handicapped and disadvantaged, but it has not
yet been accepted in connection with aid for program improvement. Until steps are taken to
ensure that program improvement grants are additive, the federal emphasis on improvement
will remain more a matter of rhetoric than reality.

Third, limiting federal aid to program improvement means withdrawing general federal
aid for vocational education. In theory, Congress recognized this in 1984 when it eliminated
the statutory authority to "maintain" existing programs with federal funds, but in fact the
grants were not redesigned to shift resources from general support to program improvement
activities. Thus far the change has been more nominal than real, leaving open the question of
whether the old general aid philosophy has really been abandoned.

Statutory language concerning program goals admittedly has only limited operational
significance, but clarification of the program improvement goals with respect to the foregoing
points could serve at least three useful purposes: it could provide criteria that the Congress
itself could use in judging the compatibility of means and ends under Title IIB; it could
provide much-needed guidance to OVA E/ED on the intended uses of program improvement
grants; and it could make Congressional intentions clearer to the vocational education
community,.thereby perhaps encouraging proper uses and deterring some improper uses of
federal funds.

To affirm that the program improvement goal is serious ,nd that achieving it requires
additive program improvement grants, it might be constructi'. to insert at the beginning of
Title IIB a goal statement slmilar to the following:
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It is the purpose of this Title to assist the states in raising the quality of
vocational education programs and broadening access to high-quality vocational
programs by sharing in--(1) the costs of research, development, testing,
evaluation, and other activities undertaken to develop new or improved
vocational education programs, and (2) the costs incurred, over and above
ordinary costs of program operation, to (a) introduce new or improved
vocational education programs into practice, and (b) expand or replicate
vocational programs of demonstrated superior quality.

A statement of this kind (it could, of course, be worded in various ways) emphasizes that the
purpose of federal aid is to assist recipients in financing the extra costs of program improve-
ment, innovation, and expansion activities. Whether such a reformulation would affect practice
depends on the accompanying resource allocation and targeting provisions, alternative versions
of which are laid out below.

Options within the Existing Framework: Methods of Improving
the Targeting of Title IIB Grants

Many steps could be taken within the existing Perkins framework to improve the
targeting of federal program improvement grants. The following discussion of these options is
organized according to this outline:

o Changes in the definitions of federally fundable activities and allowable
costs

- - Limiting federal outlays to the incremental costs of program
improvement activities

- - Narrowing and rationalizing the list of permitted uses of Title IIB
funds

- Clarifying the definition of federally fundable program expansion
activities

Limiting federal funding of equipment

Changes in other targeting provisions

- Developing an effective nonsupplanting requirement

- Strengthening the Title LIB matching requirement

All these options are based on the premise that raising the quality of vocational ecL
programs is a serious federal goal .1re aimed at inaking Title IIB less 1 general-purpoe
block grant and more a targeted pr,. Jam for upgrading vocational education.

257
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Changes in the Definitions of Federally Fundable Activities
and Allowable Costs

It was shown earlier in this chapter that the present loose definition of permitted uses
of federal aid undercuts he purpose of the Perkins program improvement grants. An obvious
remedial strategy (although not a complete solution) is to tighten the definition by limiting
outlays of federal funds to activities and outlays compatible with thc; federal objective.
Some specific methods of definition tightening have already been discussed. The following
account does not repeat the detailed rationales for these alternatives but does emphasize some
of the practical problems of implementation.

Option I. Limit Federal Support to the Incremental Costs of Imp-raement,
Innovation. or Expansion Activities. Probably the single most important step that can be taken
to target Title IIB funds more effectively is to limit federally funded outlays to the incremental
costs of program improvement activities. Under this option, as discussed earlier, federal aid
would be usable only to pay for specific program improvement, innovation, or expansion
acti;ties, over and above the costs of operating vocational education programs. The federally
fundable outlays would include costs of research, program and curriculum development, testing
and evaluation, initial staff training, certain costs of equipment (but see below), and other
costs of developing and setting up programs. Items not eligible fok federal funding would
include all costs of operating new, improved, or exonded programs once in place, including
salaries of teachers and other staff (except for t.me devoted to program development), costs of
materials, costs of equipment maintenance and replacement (see below), and costs of normal
support and overhead services. The rationale for drawing this sharp line between regular
operating costs and nonrecurring costs is to ensure that federal aid pays only for the extra
costs that state or local agencies incur to upgrade or expand their programs and not for
services that would have been provided anyway to the same students. The intent is to increase
the fraction of federal aid expended on improvement-oriented activities that would not
otherwise have been supported and to reduc, opportunities for substituting federal aid for state
or local funds.

This proposed change in the definition of federally fundable activities could be made
administratively (i.e., through regulation), but for political reasons it may be desirable, and
perhaps necessary, for it to be made legislatively. Defining allowable costs by regulation
would be an e\.L.,rcise of the Education Department's power to interpret authorized uses of
funds under Sec. 251 of the statute. Replacing the present (implicit) unrestrictive
interpretation with the narrower incremental-cost definition would not beond the bounds
of the statute. Nevertheless, limiting allowable costs to incremental outlays seems too
fundamental a change to make administratively. It would represent a sharp break with
traditional practice and could significantly affect patterns of resource use at the local level.
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An administrative rule change would probably be challenged, and the issue would eventually
have to be resolved by Congress anyway. Taking into account also OVAE's historical
preference for unrestricted rather than targeted aid, the feasibility of an administrative
initiative seems doubtful. A better approach would be to take up the issue in Congress,
develop a full legislative history, and make the change explicitly in the statute.

Option 2. Narrow and Rationalize the List of Permitted Uses of Title JIB Funds.
Apart from the definitions of allowable costs, two features of the last of permitted uses of
funds in Sec. 251 of the Act detract from the effectiveness of Title IIB grants. One is that
certain authorized activities art at best tenuously related to program improvement, a problem
aggravated by OVAE/ED's decision to classify some of them as "inherently" program
improvement. The other is that the list as a whole is poorly structured and replete with
vaguely defined and overlapping items, making it difficult to discern how the range of
federally fundable services is bounded. It would be useful to reexamine the list, restructure it
in a more ordered way, and judiciously prune items unrelated to program improvement goals.

Consider first the candidates for pruning or rewriting. The items in Sec. 251 that seem
to have little logical relationship to innovation, improvement, or expansion but that are said to
be "inherently improvement-related" in Sec. 401.60 of the regulations are the following:147

o assignment of personnel to work with employers (item 12),

o support for personnel to carry out sex equity functions under Sec. 111(b)
(item 16),

o provision of stipends to needy students (item 17),

o placement services (item 18),

o day care services for children of students (item 19).

The issue is not whether these services deserve support. Day care services, student
stipends, and sex equity functions, for instance, may improve access to programs for special-
need students, and so are fundable under Perkins Title IIA. But there is no apparent rationale
fur authorizing indefinite support of such ongoing services from funds earmarked for program
improvement. Such treatment creates the anomaly that activities directly associated with
improving programs, such as hiring better teachers or acquiring better materials, may be

14 There are also reasons to question the zlas:-,1cation as inherently improvernenr-related'
of outlays fns equipment and facilities (items 10. 20. 21, and 23 of Sec. 251). but the are
discussci..i separately under Option 4, below.
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federally- funded for only a limited start-up period, whereas such ancillary functions as
placement services and day care may be funded permanently.

It appears that when the Perkins Act was drafted, certain services unrelated to program
improvement, but which certain members of Congress considered worthy of support, were
simply appended to the list of permitted uses of funds in Title IIB. The unfortunate result is
to obscure the purpose of Title IIB grants and blur the boundaries of the range of federally
fundable activities. The option should be considered, then, of deleting these nonimprovement
items from Title 11B and, if desired, placing them elsewhere in the Act, with appropriate
accompanying specifications of the circumstances in which such activities are to be funded.

More generally, the intended scope of federally fundable program improvement
activities could be clarified by restructuring the lengthy list of permitted uses in Sec. '51. The
present list intermixes broad authorizations to spend federal funds on improvement, i,..Lovation,
and expansion with specific and often redundant endorsements of narticalar types of vocational
education, particular occupational categories, and particular instructional approaches or settings.
A useful reorganization, therefore, would entail (a) subordinating the particular to the general,
while (b) clarifying the types of activities qualifying for funding under each general heading.

The following is an illustration of the type of general language that could be used to
indicate the types of activities eligible for funding with Title IIB grants. It reflects a number
of other options proposed in this section, including the shift to an incremental-cost definition
of federally fundable activities. Specific examples of activities qualifying for federal support
could be inserted into the text, if desired, at he points indicated:

(a) Each state may use funds available under this title to pay the federal share
of the costs of developing and introducing into practice new or improved
vocational education programs or services, including costs of research,
curriculum development, testing and evaluation, and recruitment and training of
teachers and other staff; costs of other necessary program development activities;
and certain costs of equipment and facilities, as specified in Sec. [ ]. The pro-
grams and activities so assisted may include but are not limited to .... [insert
list].

(b) Each state may use funds available under this title to pay the federal share
of costs of expanding vocational education programs of demonstrated superior
quality, including costs of program deveiopment, testing and evaluation, and
recruitment and training of teachers and other staff; other necessary costs of
increasing the capacities of existing programs or replicating programs at new
sites; and certain costs of equipment and facilities, as specified in Sec. [ ]. The
programs so assisted may include but are not limited to ... [insert list_.

Option 3. Clarif the Definition of Federally Fundahle F'rov-anz E.1.-rcn.sron hilt, rlts.
Program improvement, innovation, and expansion are treated as parallfl, federally fundable
activities in the Title IIB framework, but there are two respects in which expansion is on a

C
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different plane from the others. One is that unlike improvement and innovation, which are
deliberate, purposeful acts, program expansion is often an automatic response to enrollment
change. LEAs, in particular, are obliged to serve all enrollees, and to do so they normally
expand or contract their offerings as needed. The other is that expansion per se is qualiv-
neutral. Low-quality as well as high-quality programs may expand. Supporting program
expansion indiscriminately does not necessarily advance federal goals. It seems appropriate,
therefore, to consider qualifying the definition of federally fundable expansion activities by
limiting support to (a) expansions of program capacity and (b) expansions of programs of
demonstrated superior quality.

The purpose of the first limitation is to eliminate federal funding of "expansions".that
merely reflect fluctuations in enrollment. It is difficult to distinguish, in practice, between
those expansions and more purposeful, long-term enlargements of,programs, but the distinction
can be gotten at indirectly by specifying that federal aid may be expended only to increase
program capacity. Thus, if a program that already had the capacity to accommodate 20
students experienced an increase in enrollment from 15 to 20 in a particular year, no federal
funa.r.g yould be allowed; but if a program with a capacity of 15 were modified to one with
a cat..; v 20, federal funding of the appropriate nonrecurring costs of the expansion would

pe .-=

1.: purpose of linking support to program quality is, of course, to prevent federal
funds Mffi subsidizing Ow growth of low-quality programs. Unfortunately, introducing
quality standards is easier said then done. States, LEAs, and postsecondary institutions are not
generaly required to rate their vocational education programs for quality, and certainly not in
a manner that would show whether e.xh program meets some general performance standard.'"
Linking federal funding to performance or quality would require states or grantees to engage
in new kinds of program evaluation activity.

One possible approach to conditioning federal funding on performance is to stipulate
that federal aid may be used to support the expansion of only those programs that yield
above-average labor-market outcomes (e.g., wages and/or placement rates). To demonstrate
compliance with this standard, states would have to establish systems for monitoring
such outcomes--an expensive and technically difficult undertaking. Although such systems
would be useful for a variety of purposes, it would hardly be worthwhile for states to develop
them simply to qualify for small amounts of Title LIB funds. Therefore, it makes sense to

148s .eC 113( b )(9) of the Act does require states to develop measures of program
effectiveness and to evaluate at least :0 percent of federal aic' recipients each year, but this
requirement pertains only to federally aided vocational programs and does not oblige states to
develop generalizable performance measures or standards suitable for interprogram comparisons.

2f1
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contemplate this option only as part of a more general effort to assess, and perhaps reward,
performance.

An alternative method of setting a quality threshold is to limit federal support for
expansion to programs that demonstrate above-average performance in imparting the knowl-
edge and skills pertinent to their respective occupational fields. Assessing knowledge and skill
gains would be less demanding than assessing labor-market outcomes, but even so, states would
not be motivated to perform such evaluations just to be able to use Title IIB funds to expand
programs. It appears, therefore, that setting quality standards, though desirable in principle,
may not be practicable eithrr in isolation or in the short run. It would become feasible only
when and if more general requirements for performance assessment were instituted.

Option 4. Limit Federal Funding for Vocational Education Equipment and Facilities.
According to NAVE survey findings (Swartz, 1989), the Title IIB program today is
predominantly a program of federal support for acquisition of vocational education equipment.
Under the present rules, as interpreted by OVAE/ED, that support is indiscriminate. Federal
funds can be ased to replace as well as to upgrade equipment and to buy equipment for
programs that are not otherwise being improved. Spending on equipment is one of the easiest
ways for grantees to substitute federal aid for state and local funds. Moreover, as explained
earlier, the Title LIB rules create several strong incentives to spend federal aid for equipment,
perhaps distorting resource mixes in vocational programs. There are multiple reasons,
therefore, to consider limiting the use of federal aid for equipment procurement. Three
different (but nc,t mutually exclusive) forms of such limitations are outlined below.

One app roach centers on the distinction between equipment improvement and
equipment replacement. The latter, as explained earlier, is an ordinary cost of running a
vocational program and, so construed, should probably be banned under the existing regulation
prohibiting outlays of Title IIB funds to "maintain existing programs." OVAE/ED could
impose such a ban administratively, or Congress could do it by clarifying that the authority to
acquire equipment "necessary to improve or expand vocational education programs" does not
extend to paying for replacement equipment with federal funds.

An obstacle to eliminating support for equipment replacement is that the distinction
between replacement and improvement is not always easy to make. Often, a new item of
equipment simultaneously replaces an old one and provides some capabilities that the old one
did not possess. In such instances, restricting federal aid to equipment improveme? means
prorating the equipments cost between replacement and improvement and allowing :ederal
funding only of the latter. In principle, this can be done: the improvement porti . n of the
equipment's cost is the amount in excess of the cost of replacing the old, superseded
equipment with new equipment of identical capabilities: but in practice, the latter magnitude
would often be hard to determine and subject to dispute. Grantees would be hard-pressed to
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make such prorations accurately (even setting aside their self-interest in inflating the
improvement component), and auditors would have even greater difficulty in validating the
results. It would be an administratively cumbersome process, therefore, to enforce the
improvement-versus-replacement distinction.

A different, more positive approach is to specify affirmatively the circumstances in
which equipment purchases are, as the statute says, "necess2ry to improve or expand"
vocational programs. Grantees would be allower4 to spend federal aid only on equipment that
fits these specifications. One type of equipment that would presumably qualify is initial
equipment for new programs. A new program, for this purpose, could be defined as a
program that offers training for an occupation for which no training had been offered
previously by the LEA or postsecondary institution in question. Problems could arise in
distinguishiL g between authentic new programs and programs that have merely been given new
labels, but this is something that states cou'd reasonably be expected to monitor as part of
their administrative functions. Another type of equipment that might be deemed eligible is
initial equipment needed to replicate programs of demonstrated superior quality. The
limitation to programs of superior quality would be desirable for reasons that have already
been discussed, but there are questions as to whether and when that criterion can be made
operational. A third category that could be included is equipment needed to implement major
curricular revisions or modernizations of existing occupational programs. Such equipment, i;
qualitatively distinct from the equipment previously used in the program, might be thought of
as akin to the equipment acquired when a program is new. In practice, however, this category
is likely to prove problematic because of the difficulty of distinguishing between such
equipment and ordinary equipment upgrading. Where only the latter is involved, the replace-
ment-improvement dichotomy becomes relevant, and it would be appropriate to consider only
the improvement portion federally fundable, as suggested above.

The foregoing options would limit federal support to only certain kinds of equipment,
and hence would reduce federal equipment subsidies to a fraction of current levels; however,
they would do so in an awkward manner, requiring distinctions between replacement and

improvement and even between improvements of greater and lesser degree. A simpler and
more direct options for curtailing equipment outlays is to limit federal funding to a minor
fraction, say one-fourth to one-third, of equipment cost. Such a limitation would offset the
strong pro-equipment incentives created by the current rules. It would be particularly
effective to adopt this alternative in conjunction with one or both of the previous two--i.e., to
limit federal funding to certain tHoes of equipment and, in addition, to limit federal funding
to a specified fraction of equipment cost.

Note that limiting the federal share of equipment cost in this manner would be
equivalent to requiring each grantee to match the federal dollars devoted to equipment

263
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purchases at a greater than dollar-for-dollar rate. This implicit matching requirement would
also be more specific than the regular Perkins matching requirement in that it would apply to
each equipment outlay separately, and consequently it would be much more difficult to evade.

The ultimate weapon, of course, would be an outright ban on federal funding of
equipment, but that may be going too far. Where real innovation is taking place, or where
high-quality programs are being replicated, federal equipment funding may contribute
significantly to the quality of vocational offerings. Limiting equipment outlays to a minor
fraction of Title IIB grants is probably a more appropriate (and more attainable) goal.

Changes in Other Targeting Provisions

Narrowing the definitions of federally fundable activities and allowable costs would
reduce opportunities for using Title IIB grants substitutively, but probably not by enough to
ensure that federal dollars will increase the volume of program improvement activity. Most
states and recipients would still find it possible to substitute much of their federal money for
nonfederal funds. To illustrate, consider teacher training, which would surely qualify as a
federally fundable program improvement activity, even uncle, a relatively restrictive definition.
Since federal funding of teacher training would still be allowed, there would be nothing to
stop a grantee from using Title LIB funds to supplant whatever nonfederal funds would
otherwise have been used to train vocational education teachers. The same holds true of any
other improvement-related activity that grantees would have supported in the absence of
federal aid. It is appropriate, therefore, to consider, along with definition tightening, other
devices for limiting or deterring nonadditive uses of federal funds.

Option 5. Develop an Effective Nonsupplanting Requirement. Despite the presence of
the supplement, not supplant provision in the statute, the principle that federal funds must add
to but not displace state and local funds has not been applied in any meaningful way to Title
IIB grants. Preventing supplanting entirely is impossible because it can never be established
with certainty how much grantees would have expended for particular activities in the absence
of federal aid. Nevertheless, some of the more egregious forms of substitutive behavior
allowed by the present rules can be eliminated and some of the more subtle forms can be
discouraged and reduced by introducing appropriately designed nonsupplanting rules.

What distinguishes a meaningful nonsupplanting requirement from a mere legislative
sentiment is the present of specific tests, or operational c:riLeria, of supplanting. Such tests.
written into program regulations or guidelines, simultane-uslv inform grantees of what is
required and nrovide a framework for federal and state monitoring and enforcement efforts.
The followii,g proposed test are modeled after tests d::\ eloped long ago to implement the
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supplement, not supplant rules under ESEA Title I, but modified to fit program improvement
grants in vocational education.1"

The inter-year comparison test. A reduction in nonfederal support for imps Dvement-
related activities from one year to the next (especially when federal aid is new or has just
been increased) may be taken as prima facie evidence that fiscal-substitution has occurred. It
is not conclusive evidence, as there may be valid reasons for the reduction in nonfederal
support; but it is a strong enough indicator to warrant further inquiry by federal or state
auditors. Applying this test may be difficult because program improvement expenses are
unlikely to be identified separately in accounting records; however, figures on such things as
outlays for curriculum development and teacher training may provide valuable clues.

The vocational-nonvocational comparison test. A second test for supplanting rests on
comparisons of state and local support for particular program improvement activities within
and outside of vocational education. Lower levels of nonfederal funding in the vocational
sector may indicate that federal aid is paying for improvement activities in vocational
education that are state-funded or locally funded in other areas of education. Suppose, for
example, that an LEA provides two weeks of locally funded in-service training each year to
high school teachers of academic subjects but uses Title IIB funds to finance similar training
for teachers of vocational subjects. A reasonable inference is that both sets of teachers would
have been trained at local expense in the abrence of federal aid, and therefore that federal
money has displaced nonfederal funds. The same would be true, of course, if levels of
nonfederal support for curriculum development, evaluation, etc. were found to be lower in
vocational than in nonvocational programs, with th.1 difference made up with Title JIB funds.

The required-by-law test. A third test of supplanting hinges on the question of
whether any activities funded with Title IIB grants are required by state law or policy (or by
federal laws other than the Perkins Act). Any services required by such laws or policies
would presumably be nrovided regardless of the availability of Title IIB funds, and so using
Title IIB money to pay for them constitutes supplanting. For instance, if a state mandates a
certain amount of in-service training for each teacher, it would be supplanting for an LEA to
spend Title IIB funds to pay for that training for vocational education teachers.

The regular-operating-cost test. Assuming that Title IIB funds are to be used to
develop, improve, or expand programs but not to operate them, it would be supplanting if
su -h funds were expended to pay any of the routine operating costs of programs. Supplanting
wr ,!id be indicated, therefore, if the students enrolled in new, improved, or expanded

149For background on the criteria of supplanting used in ESEA Title I and, sut:sequenW.,
in ECIA Chapter I, see the discussion in Chapter 6 of nonsupplanting rules applicable to
Perkins aid for handicapped and disadvantaged vocational students.
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programs were not receiving stat3 -local funds equal to those they would have received if no
improvement, innovation, or expansion efforts had, taken place. The adequacy of the state-
local contributions to program operating costs may be judged either by comparisons with costs
incurred in the past (i.e., priori to program improvement) or by comparisons with the costs of
unimproved but otherwise comparable programs.

It would generally be more appropriate to apply these tests to broad program aggregates
than to individual, occupation-specific progiams. That is, one would compare a grantee's
aggregate support for vocational program improvement in one year with the corresponding
aggregate for the prior year, or with the same grantee's level of support for improvement of
nonvocational programs, but one would not ask whether nonfederal support for improvement
of, say, the building trades or agricultural production program was lower than it would have
been in the absence of federal aid. Lacking an ability to read minds, one can not hope to
determine what would have been expended on individual improvement activities. A Title IIB
nonsupplanting rule, therefore, must be understood as a constraint applicable to funding of
program improvement activities in the aggregate. It differs in this respect from the program-
by-program excess cost rules applicable to federal aid for handicapped or disadvantaged
students.

Option 6. Strengthen the Title 118 Matching Requirement. A matching requirement
theoretically has the power to increase the additivity of federal aid, but the present Title IIB
matching requirement is unlikely to have that effect. Its effectiveness is reduced, first, by the
unrestrictive OVAE/ED definition of program improvement activities, which makes it possible
for grantees to match (and overmatch) federal aid simply by calling some of their ordinary
outlays matching funds, and second, by the interpretations that matching applies only state-
wide and to program improvement outlays in the aggregate. Retaining the 50-50 matching
requirement under these conditions is pointless. It generates unproductive record-keeping and
compliance-monitoring activity without contributing to program improvement. On the other
hand, an appropriately modified matching requirement could have positive effects. The
following are some potentially beneficial changes:

Require matching by each grantee. and count only state-local contributions to funding 0.1
specific federally aided activities. Statewide matching, as explained earlier, dilutes the
effectiveness of the matching requirement by allowing the state to use the extra ou:lays rover-
matching") of one grantee to reduce or cancel out another grantee's matching obligation.
Matching in the aggregate allows expenditures unrelated t.) the activities supported with federal
funds to count as matching conti:butions. Switching frum iatewide matching to matching 1:
individual recipients and from matching in the aggregate tc matching of specific outlays
compel some grantees to devott. extra funds of their own to erally assisted activ-
ities, thereby increasing the additivity of federal aid.

would
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Requiring matching at the individual recipient level means that each local grantee
would have to spend at least twice as much on qualifying innovation, improvement, or
expansion activity as it receives in Title IIB aid. Under the present definitions of qualifying
activity, this is an easy-to-satisfy requirement, and probably relatively few grantees would be
affected. If the definitions were tightened as outlined earlier, however, it is likely that some
grantees would have to channel additional funds of their own into program improvement
activities. Thus, it is important that the change in the matching requirement be combined
with the aforementioned changes in the definition of allowable costs.

Note that requiring recipient-by-recipient matching would not preclude states from
providing the matching funds from state sources if they so chose. States could transmit state
matching funds to each LEA or postsecondary institution along with federal Title IIB funds
(see the next option below). Alternatively, they could develop joint state-local funding
systems, perhaps designed to favor recipients with below-average fiscal capdcity.

Require matching at the state level. An alternative to allowing state-level matching, as
in the preceding option, is to require it. Each state, under this option, would have to provide
state funds equal to the state's total Title LIB receipts and then distribute the combined funds
(i.e., twice the amount of the state's Title IIB allotment) to individual grantees according to
r ,ethods that conform to federal guidelines. Each local recipient would be deemed, for
bookkeeping purposes, to have received a grant composed of 50 percent federal and 50 percent
state funds, and those combined funds would have to be used according to the rules applicable
to Title IIB assistance.

This approach has two important advw rages. First, it is considerably more likely than
the existing system to generate net increases in state-local support of program improvement
activities. While it is true that some states could comply with such a requirement by attaching
the program improvement label to existing state aid, that in itself would help to accomplish the
federal purpose, provided that the relabeled funds were actually used for program
improvement purposes. Second, requiring state-level matching could eliminate the
disproportionate fiscal burdens sometimes imposed by the present matching requirement on
local units of below-average wealth or fiscal capacity. While it is true that states can satisfy
the present matching requirement in ways that are fiscally equitable, they are not required to
do so; they may simply pass the obligation through to localities without regard to inter-local
differences in ability to pay. With a state-level requirement, this potential source of fiscal

would
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Options within the Existing Framework: Changes in the
Fund Distribution Mechanism

The federal government, under the present Title IIB rules, exerts virtually no influence
over the intrastate distributions of program improvement funds. This, according to several
persons interviewed for this study, reflects an implicit quid pro quo arrangement, whereby
Congress compensated states for constraints on the pses of Title JIB funds (i.e., earmarking
them for program improvement) by relieving them of restrictions on fund distribution.15° It
also reflects the shortcomings of the pre-Perkins fund distribution arrangements, so amply
documented in Benson and Hoachlander (1981). If the analyses in this chapter are correct,
however, Congress may have overreacted and made a bad bargain. There are now neither
controls over the intrastate distributions nor guarantees that federal funds will be spent for the
intended purposes. Moreover, as explained earlier, the lack of control over Title IIB
distributions allows states to nullify the federally specified formula distributions of funds for
the handicapped and disadvantaged under Title HA. There is reason, therefore, to consider
alternatives to the present "hands off" policy regarding the intrastate distributions of Title IIB
grants. The two main options offered below are to prescribe a federal fund distribution
formula and to establish guidelines for state-administered distribution processes.

Option 7. Prescribe a Federal Fund Distribution Formula. The most clear-cut method
of asserting, or reasserting, federal control over the intrastate distributions would be for
Congress to specify a distribution formula by statute, just as it has done for the handicapped
and disadvantaged in Sec. 203 of the Act. Such a formula could be used to ensure that certain
federal distributional interests are served. There are inherent limitations, however, on what
can be accomplished with a formula that must be applicable to every state, and it is important
to recognize them when weighting the federal formula option against other alternatives.

Based on past experience with federal formulas and on considerations of data
availability, it is likely that a federally prescribed intrastate distribution formula for Title IIB
would (and could) be based mainly on (a) an indicator of the number of students to be served
and (b) one or more economic indicators, such as the prevalence of low-income or poverty or
whether the recipient is located in an economically distressed area. The former would allow a
crude calibration of federal aid amounts to the demands for vocational education services,
while the latter would represent the economic distress factor now cited in the Perkins Act, but

15°Some observers also cite a different trade-off. in which the federal government
compensates states f-r the relatively tight constraints attached to Perkins grants for the
handicapped and diL7.1dvantaged by relieving them of virtually all constraints, including
constraints on fund .Wstribution, with respect to all other Perkins funds.
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apparently largely ignored in practice. Thus, at least two factors pertinent to an equitable
distribution of aid could be taken into account.

At the same time, it is clear that other factors pertinent to the distribution of program
improvement funds can not be reflected in such a formula. One is the need of each eligible
recipient to improve its programs (as indicated, e.g., by assessments of how up to date and
effective a recipient's programs are). Another is the relative merit of each eligible recipient's
proposals for new, improved, or expanded programs. Such things must be assessed
subjectively, or judgmentally, which makes it difficult, if not impossible, to take them into
account when apportioning funds by formula. It appears, therefore, that imposing a formula
woulu preclude the practice, now engaged in by a substantial number of states, of distributing
at least some Title IIB funds through merit-based competitive processes. Such processes are
highly compatible with federal program improvement goals, so barring them would entail a
significant loss. It appears, moreover, that even certain less-subjective factors would be
difficult to accommodate in a single formula that had to be applicable to every state. The
leading evample is the fiscal capacity factor, which many think should be included in a
formula to compensate for differences in ability to pay. The problem is that there are major
variations among states in how local fiscal bapacities, or tax bases, are measured, which means
that it would be impossible for the federal government to prescribe a single variable for which
every state has data. Thus, despite wide agreement that such a factor is relevant, it might be
infeasible to include it in a federal formula.

Imposing a federal formula, in sum, is not an ideal solution. It would ensure that
certain federal distributional criteria are satisfied - -which is certainly not the case under the
present laissez faire system. At the same time, it would interfere with taking into account
other legitimate and important factors, including qualitative factors directly relevant to
program improvement, which at least some states might consider if left to their own devices.
The trade-off is between advancing basic criteria of distributional equity via a formula and
leaving scope for pertinent improvement-related factors to influence the distributions.

But despite the aforementioned limitations, one important thing that would be
accomplished by prescribing a formula is that states would no longer be able to distribute
Perkins Title IIB funds in a manner that takes into account and offsets the prescribed
distributions of Perkins funds for the handicapped and disadvantaged under Title IIA. This is
an important point, even though it has nothing to do with program improvement goals or with
the Title IIB program itself. As matters stand now. federal Title 11B f have become the
instr)!-nent whereby states can nullify distributions of federal target- uup funds that are not
to their liking. Controlling the distribution of Title IIB money is or way of preventing this
undesirable result.
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Option 8. Establish Guidelines for State-Administered Distribution Processes. Short of
prescribing a distribution formula, there are a number of less intrusive things that Congress
could do to protect federal interests in the intrastate distributions of Title IIB funds. These
include establishing specifications for state-designed formulas, setting up guidelines for non-
formula distribution processes, and imposing various kinds of constraints on the distributional
outcomes.

Require states to design their own intrastate distributional formulas, subject to federal
specifications or guidelines. This strategy is in disrepute because it was used unsuccessfully
under the pre-Perkins legislation (the Education Amendments of 1976). As Benson and
Hoachlander (1981) have shown, the guidelines under the 1976 Act were vague, nonquanti-
tative, too numerous, and in some instances mutually contradictory, and they allowed states to
offset wit Congressionally established guideline with another and to distribute aid more or less
as they chose. The failure may have been one of execution .ather than of concept, however;
if so, excluding the option from consideration is unwise.

The main attraction of having each state design its own formula, subject to federal
criteria and constraints, is that state formulas can reflect facturs that cannot be incorporated
into a nationally uniform formula because of data limitations. The fiscal capacity factor is a
prime example. Nearly every state uses some type of capacity indicator to distribute
general-purpose state aid to local school districts. The same indicators could be used in
formulas for distributing Perkins Title IIB funds (or, for that matter, all Perkins funds). This
could only be done, however, if each state were free to use its own capacity measure.
Moreover, since the need for fiscal equalization varies among states (depending on, among
other things, the degree of reliance on local revenue to support schools), it would also be
appropriate to allow the influence of the capacity factor to vary among states. This implies
multiple, state-specific formulas rather than a uniform federal formula that applies to every
state.

It would be essential, if this option were pursued, to avoid the mistakes made by
Congress under the Education Amendments of 1976. Merely stipulating that states must "take
into account" or "give priority to" particular factors is insufficient. The federal specifications
must include the manner in which each specified factor is to be taken into account and/or the
weight it is to be given. For instance, a general stipulation that economically distressed areas

should be favored is meaningless without further elaboration; but a requirement that each
economically distress l locality should receive ar least 25 percent more aid per student than a
comparable nondistressed area or that the econc mic distress factor should be assigned at least a

30 percent weight in the formula would ha \ e real effects on distributional outcomes. The
is quantitative specificity with respect to how factors of interest to Congress are to be
incorporated into state-designed formulas.
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Require states to use non-formula allocation procedures of federally specified type.
That judgments about the quality of existing vocational programs and the merits of proposed
improvements cannot readily be incorporated LA() formulas is reason enough to consider
alternatives to formula-based fund allocation methods. The question is, how can Congress
ensure that federal priorities are taken into account without insisting on overly rigid formula
mechanisms? One possible answer is to specify certain characteristics of nonforrnula
procedures for states to use in selecting grantees and apportioning Title IIB funds.

A particular possibility along this line is for the federal government to require states to
apportion Title IIB funds through competitive processes, in which applicants' proposals are
rated according to the merit of the proposed improvements, need for assistance, and other
specified criteria. According to Swartz (1989), many states already rely on such competitive
processes to distribute some or all of their Title IIB funds. But in the absence of federal
specifications, these procedures do not necessarily give adequate weight--or any weight--to
criteria of special federal interest. Nothing requires a state, for example, to take into account
either local financial conditions or the level of development of local vocational programs when
it evaluates proposals for program improvement, much less to weigh factors like local economic
distress along with the merits of the proposed activities. Establishing such requirements is
therefore an option worth considering.

The characteristics of a competitive distribution process that federal guidelines might
address include rating criteria, weights, and rating procedures. The guidelines might specify,
for example, that proposals be rated according to the assessed Quality of the proposed activity.
the urgency of improving the applicant's programs, and the severity of local economic distress,
with certain weights or ranges of weights to be assigned to each of the three factors. They
might further specify that the funding levels of ipnroved activities should depend inversely on
the applicant's fiscal capacity. Such procedural aspects as the make-up of proposal evaluation
panels and the mechanics of rating processes might also be covered.

The presence of these kinds of guidelines obviously would not guarantee optimal
outcomes. Judgmental rating processes are always subject to manipulation and politicization.
Nevertheless, such guidelines would make it more likely than it is now that fund distributions
will be fair, efficient, and compatible with Congressional goals for Title 11B.

Impose federal constraints on distributional outcomes. An alternative to either
prescribing or guiding state distributional processes is to let states use whatever fund
distribution methods they like but to impu.i. constraints on the results. One such constraint
already appears in the Acinamely. the stipulation in Sec. i 13(b)(5) that each state shall
allocate more Perkins funds, in the a4.i.,?Qate, to recipients in economically distressed or high-
unemployment areas than to recipients outside such areas. This is only a crude example.

271
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however, of the type of constraint that could be imposed to protect certain federal interests,
without dictating in detail what methods states should use to apportion their Title IIB funds.

An appropriately designed constraint could be used, for example, to carry out the
Congressional intent, expressed in Secs. 251(a)(2) and 251(a)(3) of the Act; that Title lIB funds
should be allocated so as to favor "economically depressed urban and rural areas." Each state
couldbe required to distribute to its economically depressed areas a share of Title IIB funds
equal at lesst to a specified multiple of those areas' share of the state's' population or the state's
vocational enrollment.151 Similar provisions could be used to favor cr protect other classes of
recipients, such as districts with low wealth, low fiscal capacity, or high concentrations of low-
income or minority vocational enrollees.

Another potential use of constraints is to control the division of each state's Title IIB
funds between local education agencies and postsecondary institutions. Immediately prior to
the Perkins Act, at least 15 percent of each state's allotment of federal vocational education aid
was set aside for postsecondary students (P.L. 94-482, Sec. 110(c)). However, this fiJsed
percentage requirement was diff cult to defend, since the actual postsecondary share of
vocational enrollment varies from one state to another. Currently, there are no limits on the
postsecondary share under the Perkins Act. If it were thought desirable to reimpose them, a
more appropriate way of doing it than to specify a flat percentage would be to link the limits
to the actual postsecondary share of enrollment in each state. The postsecondary share of Title
JIB money might be limited, for example, to 120 percent of the postsecondary percentage of
vocational enrollment in each state.

A very different type of distributional constraint might be used to alleviate the
problem, discussed at length earlier, of states' distributing Title IIB funds so as to offset the
Congressionally prescribed allocations of Perkins funds for the handicapped and disadvantaged.
To deal with an analogous problem under the federal compensatory education program (ESEA
Title I), Congress formulated a "nonpenalization" rule whereby, in essence, states were barred
from reducing state aid payments to LEAs on account of their receipts of federal Title I

funds. A similar c nstraint, applied to Title JIB, would bar a state from penalizing recipients
in the distribution of Title IIB funds on the basis of their formula-based allotments of funds
for special-need students under Title IIA. Such a constraint, adequately enforced, might make
it unnecessary to impose stronger federal controls (i.e., a Congressionally prescribed Title IIB

151 For example. d. 20 percent of the vocational education enrollment in state were in
economically depressed areas and the multiple were set at 1.25. the state would be required to
expend at least 25 percent of its Title JIB funds (i.e., 20 x 1.25) in the depressed eireas. To
make such a requirement meaningful, it would be necessary for the ' ederal government to
provide a precise definition of depressed area, not to leave that definition to the states as it
does under the present Act.
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formula) to prevent Title IIB funds from offsetting the distributions of aid for handicapped
and disadvantaged students.

More Radical Changes In Program Design

Although some of the options discussed above may seem drastic, they all fall within the
framework of the present Perkins Act in that (a) federal funds would still be widely dispersed
among LEAs and postsecondary institutions, (b) federal funds would be expended for activities
that state or local officials select, and (c) funding would be for particular activities or uses but
not linked to educational or .:,.;onomic outcomes. The two options presented below depart from
this model. Under the first, a vocational education research and development initiative, federal
program impro'ement funds would be concentrated on a relatively small number of organized
research, development, experimentation, or evaluation projects designed to yield major,
generalizable improvements in practice. Under the second, a performance-based incentive
strategy, the concept of directing federal funds to particular program improvement activities
would be abandoned in favor of rewarding service providers for success in raising program
quality or attaining specified levels of performance. Either approach would constitute a basic
change in federal strategy rather than a mere technical improvement in the present Act.

Federal Funding of Organized Research, Development, Experimentation, and Evaluation
Efforts. A shortcoming of the present Title IIB program that some observers consider more
fundamental than any of the specific design flaws discussed above is that the present grants do
little to advance the state of the art or generate new knowledge of what works in vocational
education. Much of what Title NB money now buys contributes in only the most marginal and
mundane sense to program improvement. A dominant share is expended for equipment. Other
significant shares are expended for such things as teacher training, supplies, and expansion of
existing programs. Even if th-se outlays were fiscally additive rather than substitutive, they
would do little to bring about fundamental change. Moreover, Title IIB money is now
dispersed so widely and in such small packets that grants are generally too small to support
systematic knowledge-creation activities, such as experiments, comparative evaluations, or
organized program design efforts.152 If advancing the state of '.he art is the goal, Title JIB-
type grants are not the appropriate instruments.

A radical policy option, oriented toward fundamental reform and qualitative upgrading
of vocational education. is :o replace the Perkins Title 1113 grants, elz:er w holly or in part.

152The median Title 118 grants are about 522,000. 529,000. and S64,000, respectively, for
LEAs, area vocational schools, and postsecondary institutions, respectilv, according to NAVE
survey findings reported in Swartz (1989).
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with grants for selected, relatively large-scale research, development, experimentation, and
evaluation efforts. These grants, in sharp contrast with the present ones, would be for specific
projects, chosen for their potential to yield substantial, generalizable improvements in
vocational education practice. Such projects, chosen competit;vely, would be of sufficient
scale and sophistication to make systematic contributions to the knowledge base underlying the
vocational education enterprise. Projects would not be confined to individual LEAs or
postsecondary vocational institutions, as under Title IIB, but would typically involve multi-site
efforts and inter -site comparisons. The eligible grantees could include research organizations
and institutions of higher education, as well as the Title IIB eligible recipients, and combin-
ations and consortia thereof. Most important, the orientation would be toward long-term
improvements of a general nature rather than toward the short-term, marginal improvements
(such as equipment modernizatioa) emphasized under Title IIB.

The shift to a research and development orientation would imply a very different
pattern of federal funding from that under the present Title IIB. Individual projects would be
relatively large, and multiyear support would bl necessary. A typical project might involve
the development of a new approach, or a set of alternative approaches, to training students for
one or more occupations; the implementation of the new approaches in multiple locations,
selected to represent different clientele and different environments; a comparative evaluation
of he results; and appropriate dissemination activities. Such projects would be relatively
costly, and their number would necessarily be small. The number of grants at any given time
would probably be in the low hundreds, as compared with the thousands of local grants funded
under the present program.

The recipients of these R&D grants would be selected competitively. Relevant selection
k:riteria would include the quality and likelihood of success of the proposed projects and the
potential educational and economic benefits of the proposed innovations or improvements in
vocational programs. Review panels would have to be constituted to evaluate and rate
proposls. Panel membership might appropriately include vocational educators, researchers and
evaluators, and representatives of employers and unions. It might be appropriate to separate
assessments of technical quality and labor-market potential, letting those with the appropriate
expertise address these different dimensions of merit. These and many other aspects of the
selection process would have to be carefully designed.

The responsibility for administering these R&D grants could be centralized in the U.S.
Department of Education, decentralized to the states, or perhaps divided between the federal
and state levels. There are precedents and prototpes for each approact. The federal
government makes direct, multiyear project grants to LEAs under the Bilingual Education Act.
formerly made them under the Emergency School Aid Act (assistance for desegregation
under ESEA Title VI), and, of course, administers directly man: research, development, and
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evaluation programs. A directly applicable model of a state-administered federal grant
program is the program for "improvement in local educational practice" formerly funded under
Part C of ESEA Title IV. If the program were decentralized, funds would presumably be
apportioned among states by formula and tha project selection process would be conducted
separately by each state. If it were centralized, projects could be selected without regard to
the distribution among states or, if necessary, selections could be made subject to constraints
on the interstate allocation of funds.153

Clearly, there are 'navy possible variations of this policy option. The key point,
however, is the change is philosophy that this alternative represents: an emphasis on knowledge
creation, improvement in the state of the art, and general reform in vocational education, as
opposed to the marginal and piecemeal improvements that are the best one can hope for under
even an upgraded Title LIB program.

Federal Funding of Performance-Based Incentive Grants. The existing Title IIB
program and all the previously discussed options reflect a federal strategy of attempting to
improve vocational education by making resources available for certain types of program
improvement activities. A fundamentally different approach is to f 'get about resource inputs
and focus instead on results. Improvement may best ..se stimulated, some believe, by offering
program providers financial rewards for good educational and/or economic performance. An
option based on this belief is to shift funds from the present Title IIB program into
performance-based incentive grants.

Performar ce-based finding schemes for vocational education have received some
attention in the education policy literature. Hoachlander, Choy, and Lareau (1985) present as
proposal in which federal program improvement funds would be allocated among recipients
according to numbers of certified program "cnmpleters" (defined as students who, at program
completion, have demonstrated attainment of basic employability skills). More generally, a set
of papers recently commissioned by NAVE (to be published) examines the issues raised by
proposals for performance-based funding. It is evident from what has been written that man:,
obstacles would have to be surmounted to develop a performance-based system, but these are
not clearly insuperable as to rule the strategy out of consideration.

A prerequisite for rewarding performance is measuring performance. The issues of
performance measurement 't vocational education are too complex to deal with here, but a fc.,,
key points deserve mention. Potential performance indicators are basically of two t:.'oes:
measures of educational outcomes, such as the levels of -.owledge and Allis acquired by

153it shoull be noted, however, tf:- hot all projects would oe clearly identified with
particular state,, both because multisite i!cts might involve sites in several states and
because proposals might be submitted by terstate consortia of institutions.
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students, and measures of economic outcomes, such as rates of job placement and earnings
of program graduates. There are problems with using either type of indicator as the basis for
performance- contingent rewards. Knowledge and skill levels are measurable, but the measures
are occupation-specific and hence not comparable across fields. Moreover, a program's success
in producing gains in skills is not necessarily indicative of the value of those skills in the labor
market. Economic outcomes are more closely related to the purposes of vocation a1 education,
but it is difficult to distinguish the variations in economic outcomes attributable to differences
in program performance from those attributable to labor market conditions and oth r economic
factors. Consequently, it is questionable whether vocational educators can validly be held
accountable for their students' economic success. It may be possible to resolve or circumvent
these problems, but a substantial development effort would be required. Because of
measurement problems alone, the performance-incentive option cannot be implemented
immediately.

Apart from measurement issues, many other issues would have to be resolved before a
performance-based system could be considered for practical implementation. One is whether
rewards should flow to those whose performance is high or to 'hose whose performance has
improved. The two approaches create different incentive effects and have different
distributional implications. An even more basic question is whether incentive grants would be
awarded to successful school systems and institutions, to specific high-performing programs, or
to the particular vocational educators whose students have done well (perhaps as salary
increments or bonuses). Rewarding institutions and programs makes more sense if the
objective is to shift resources toward more successful service providers, but rewarding
individuals is more appropriate if the purpose is to stimulate higher-quality vocational
instruction. Other important design issues concern the trade-off between numbers and sizes of
rewa-ds, the performance thresholds required to earn performance-based funding, and the
duration of such funding once it has been provided. Given the number and complexity of the
issues, structuring a performance-based funding system would be a major exercise in program
design, and considerable experimentation and evaluation would undoubtedly be required.

But one should not lose sight amidst all the complexities of the policy significance of
performance-based incentives. Any Title IIB-type program that stands a chance of succeeding
is likely to be highly targeted, administratively complex, and accompanied by rules, standards,
and constraints uncongenial to state and local officials. To ensure that 1ederai funds are
actually used to improve programs, the federal government would have to prescribe and control
local uses of funds much more tightl, uiider the present Act. Much of this unwelcome
kand perhaps futile) federal invot 'ment couli; ,L)e avoided by shifting from funding of
program improvement efforts to re' 'r,.",:, ,..)c actual program improvement. An output-
o.iented, performance-based federal strategy would be prescriptive only with respect to

6
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performance measurement and accountability. Decisions about funding, resource use, and the
design, implementation, and operation of vocational programs would remain in state or local
hands. The prospect seems sufficiently attractive to merit serious exploration, despite the
admitted difficulties of developing a practical performance-based system.

Overview of Policy Options

Broadiy speaking, there are three ways for policymakers to respond to the shortcomings
of Perkins Title IIB. One is to do nothing, leaving Title IIB as essentially an unrestricted
block grant, even though it is nominally a program for improvement, innovation, and
expansion. The second is to work within the existing Perkins framework to make the program
more effective. This entails tightening, strengthening, and augmenting its resource allocation
provisions and modifying its fund distribution rules. The third is to retain the program
improvement goal but to abandon the Title IIB strategy in favor of alternative, potentially
more effective methods of upgrading vocational education,

Within the present Perkins framework, there are numerous options for increasing the
additivity of Title IIB grants (the rate at which federal dollars tranente into program
improvement activities that would not otherwise have been undertaken). Of these, the most
important is to tighten the definitions of outlays chargeable to Title IIB, making clear
that federal funds may pay only for the incremental costs of upgradinl or expanding programs
and not for any ordinary costs of program operation. Other potentially beneficial definitional
changes include clarifying and narrowing the list of permitted uses of Title IIB funds,
delimiting federally fundable program expansion activities, and restricting federal support for
equipment purchases. The last-mentioned item it important not only to focus resources on
program improvement but also to counter the strong bias in favor of equipment outlays built
into the present Title IIB program.

Other options that could contribute to improved targeting of federal aid (in conjunction
with the aforementioned definitional changes) include implementing the existing but currently
inoperative supplement, not supplant rule and strengthening the Title IIB matching
requirement. The former entails defining prohibited supplanting and writing operational tests
of supplanting into the regulations. The latter could take the forms of requiring separate
matching by each recipient, counting as matching contributions only state-local outlays for
specific federally funded activities, requiring matching at the state level, and a:tering or
making variable the present fixed 50-50 matching rate.

There are also sever::! is for protecting federal interests in the intrastate
distribution of funds. The .,-.;)ssibilities include prescribing an intrastate distribution foi.nula.
establishing specifications or guidelines for state-designed formulas or state-administered
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nonformula distribution processes, and imposing certain constraints on distributional outcomes.
These options would serve, in varying degrees, to promote distributional equity, to assert
federal priorities, a ad--a matter of special concern--to prevent states from using Title IIB
funds to offset the federally prescribed distributions of Perkins funds for the handicapped and
disadvantaged.

Outside the Perkins framework, there are at least two strategies of a more radical
nature that the federal government could adopt to upgrade the quality of vocational education
programs. One, the R&D strategy, would emphasize knowledge creation and generalizable,
fundamental, long-term reform of vocational education practice. Concretely, this means
that federal program improvement funds would be concentrated on organized, competitively
selected, relatively large-scale research, development, experimentation, and evaluation efforts
and would no longer be widely dispersed or available for routine program improvements. The
other, the performance incentive approach, would alter the federal role even more drastically.
Title IIB grants would bt replaced by performance-based incentive grants, distributed on the
basis of educational and/or economic outcomes of vocational education programs. The
federal government would concern itself with results rather than means; with rewarding
improvement rather than channeling resources to particular program improvement activities.
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