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This report analyzes the responses of nine states to changes in
federal education law and pelicy that resulted from the Education
fonsolidation and Improvement Act of 1981. The act consclidated and
deregulated a2 number of existing federal education programs. The study
reviews the statutory provisions, existing conditions in the ninc
stales, and the responses of these states to the new law. It also
assesses the likely effects of the act. The rescarch was supported by
the U.5. Department of Education under contract 300-79-0522.

The report is intended for federal and state policymakers who want
to know how changes in Lhe law are interpreted and implemented. The
research also provides a basis for anticipaling outcomes from future
changes in federal education policy. The description and assessment of
the division of responsibilities between the U.S5. and state governments

may intercst students of federal-stafte relations.






SUTMMARY

THE EDUCATION CONSOLIDATION AND INPROVEMENT ACT

This report examines early state-level preparations for adminis-
tering the newly consolidated and deregulated programs included in.
the Education Consolidation and Improvement Act (ECTA). It is based
on on-site interviews with education officials in nine states.

Congress enacted the ECIA as part of the Omnibus Reconciliation
Act of 1981.{1] This act is part of the new federalism--the Reagan
Administration's effort to decrease federal intervention in and
financial support of domestic social endeavors. As part of the budget
reconciliation process, the ECIA was passed hurriedly, with little
legislative history to guide its implementation.

Chapter 1 of the ECIA is intended to streamline and remove some
prescriptiveness from its antecedent program, Title I of the LElementary
and Secondary Fducation Act (ESEA), the largest clementary and secondary
federal ecducation program. Chapter 1 provides compensatory educaticn,
most often reading and mathematics instruction, te children fram
disadvantaged backgrounds. Chapter 1 funds, amcunting to 53.034 billion
in FY 1982, are awarded on the basis of a formula, primarily to local
educational agencies (LEAs). A state educational agency (SEA) receives
a small grant to be used for administration.

Chapter 2 of the ECIA, consolidating nearly 30 categorical programs
into a single bleck grant, was funded at 3436 million in FY 1932,

Awards are made to SEAs on the basis of their school-age populations.
SEAs are required to distribute at least 80 percent of these funds to
LEAs; the mechanism for distribution is a state-determined formula based
on public and nonpublic enrollments adjusted for "high-cost" students.

LEAs may cxpend Chapter 2 funds in three major areas: basic skills
development, educational improvement and support services, and special
projects. In essence, LEAs are permitted to use iheir awards to carry
out the purposes of any program consolidated into Chapter 2, including

desegregation, libraries and instructional resources, innovative

1] Public Law S$7-35, August 13, 1981.
=1



projects, and metric, consumer, and arts education. S3EAs may use
their portion {up to 20 percent) for program-related activities such
as training, materials development, dissemination, planning, technical
dssistance, administration, monitoring, and enforcement activities.
Chapter 3 of the ECTA authorizes the Secretary of Education to
issue regulations in a few specific areas. Al the same time, Chapter 3
prohibits regulations "in all other matters relating to the details of
planning, developing, implementing, and evaluating programs and projects”
by SEAs and LEAs.{2] Instead, the secretary way consult with recipients
of ECIA funds and provide "technical assistance, information, and sug-
gested guidelines' upon request. Chapter 3 alsc empowers the secretary

to withhold funds from noncompliant state and local educational agencies.

A CONTEXT TOR_ASSESSING THE ECTA

The primary concern of state officials respensible for implementing
the ECIA was uncertainty. Because Congress had yet to pass a budget,
states were dealing with variable appropriations projections under
continuing resolutions. TFinal rules, which were not issued until after
the act tock effect, were rescinded and then reissued months later.
Questions of intergovermmental roles and fiscal, programmatic, and
planning reguirements remained unanswered as the states planned their
ECTA-funded activities.

The condition of education in the states compounded these federally
induced uncertainties. Educational pelicy development at the state
level has taken on a new character over the past decade as the state
respansibility for financing schools has grown and as pressures for
state-initiated school accountability measures have increased.

The fiscal limitations confronting state governments conflict with
this recent growth in state education activity. Changes have occurred
in state revenue systems, social service funding, public emplovment
levels, and approaches to service provisjon. The ECIA is being intro-
duced at a time when state revenue and funding systems are in flux
and when SEAs are contracting and reorganizing in response to fiscal

pressures and changed missions.

[2] Ibid., Sec. 591.
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STATE RESPONSES TO THE ECIA

Three categories of state responses were analyzed: (1) the
divisions of responsibility amecng state govermment acters for ECTA
planning and decisionmaking; (2) planning and decisionmaking processes
for ECIA administratien; and (3) funding and program decisions related

to the ECIA.

Roles of State Government Actors

State educational agencies (typically the state department of
education), state boards of education, the Chapter 2 advisory com-
mittees, state legislatures, and governors have all been involved in
ECIA planning and decisionmaking. Although the SEA is to administer
the law, many state boards of education have greater legal authority
than the state departments of education, and a number of state legis-
latures have authority to reappropriate federal funds. Many of our
state respondents saw the EClA as an opportunity for the state board
of education or the legislature (or both) to gain more control over
educational decisionmaking.

Uncertainty about the division of responsibilities among state
government actors and the appropriate internal approval process for
making decisions about Chapter 2 administration delayed decisionmaking
in some states. In others, it encouraged greater information sharing

among state govermmental bodies.

Planning and Decisionmaking Processes

Despite the interests in the EC1A of various state government
actors, the primary responsibility for organizing the decisicnmaking
procoess fell to SEAs. The degree of influence that they ecxerted and
the methods that they used varied from state to state. Some SEAs
participated actively in shaping Chapter Z programs and fund allo-
cations; others played a supportive role to the Chapter 2 advisory
committee or state hoard of education.

411 of the SEAs that we visited were making decisions about ECIA
administration in the context of breader changes in organizational

staffing and service delivery. Officials making the decisions included
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more high-level generalists than had participated in decisionmaking for
earlier federal programs.

Many state departments of education that had relisd on federal
financial support for about 50 percent of their budgets face severe
funding losses. The major sources of their funds were folded into
Chapter 2, and the Chapter 1 set-aside for S5EAs was reduced from Title I
levels. Most SEAs are also facing reductions in state-funded staff
pesitions. These funding reductions, plus additional state respon-
sibilities under the ECTA (many of which are not clearly defined),
have forced states to examine their staffing patterns, activities, and
leadership functions. Many SEA functions are being decategorized and
some services are being reduced in scope as cfficials adjust to the new

programmatic and funding situations posed by the ECTA.

Fanding and Program Decisions

The ECTA changed the distributicn of federal funds to educational
agencies. Chapter 1 appropriations will reduce funds te all recipient
agencies, but the act uses the same basic allocation formula as Title 1.
Chapter 2 redistributes funds so that all districts receive some award
(averaging between $4 and 510 per student), but manv state departments
of education, institutions of higher education, regiocnal service
centers, and districts that had successfully competed for earlier grants
will receive less under Chapter 2. Urban districts that had reccived
grants from the Emergency School Aid Act (ESAA) for desegregation
assistance will lose most. State officials expected that ECIA funding
cutbacks would not be offset by increases in state funds, for either
SEAs or LEAs.

Allocation formulas for dispensing Chapter 2 funds, devised by
the states themsclveg, reflect differential efforts to maintain prior
funding pattemns and varving state commitwments to special pupil pop-
ulations. The adjustment for high-cost pupils in our sample states
was between 12 and 60 percent of the flow-through funds.

Both Chapters 1 and 2 of the ECIA aim to give state and local
educational agencies more flexibility in deciding how to use federal aid
to advance federal purposes. In the most formal exercise in priority-

setting for the ECIA during the planning phase, SEAs--together with



their advisory committees, boards of ecducation, and, sometimes, state
legislatures--decided how they would use the state portion of the
Chapter 2 allocations. Most arc devoting some funds to support state
board prierities. A number of stales have designated a certain
percentage to be used for competitive grants to LEAs.

The effects of Chapter 2 on state administirative and support
activities are not yet known. We know, however, that the reducticns in
fonds to SEAs will decrease their capacity to provide (1) leadership,
dissemination, and technical assistance to local districts and (2) the
program managemsnt and regulatory functions formerly conducted for
federal and state programs.

The ECIA is intended to reduce restrictions on the local use of
federal funds. Despite this intention, the ECIA may instead reduce
local discretion by failing to specify appropriate and allowable
expenditures, especially for Chapter 1,

According to the law, LEAs are free to usce Chapter 2 funds for any
of the broad and numerous purposes specified. Many officials expect
local districts to treat Chapter 2 funds as "soft monies,” using them to
purchase books, equipment, or microcomputers rather than direct program

services.,

INTERGOVERNMENTAL IMPLICATIONS OF THE ECTA

The ECIA incorporates elements of the Reagan Administration’s new
federalism~-decentralization, simplification, and increased flexibility--
in an attempt to improve the effectiveness and efficiency of educational
programs at the local level. How well the ECIA will achieve these geals
must be assessed by distinguishing belween consolidation and deregu-
lation instruments and the ECIA itself, which represents consolidation
and deregulation under a unique set of circumstances.

Environmental factors that will affect the ECIA's implementation
include: (1) the lack of detail, specificity, and legislative history
of the act; (2) the Department of Fducation's deliberately unprescrip-
tive appreach to rulemaking; (3) uncertainties surrounding the future
shape and funding of federal education programs; and (4) fiscal
retrenchment at the state and local level. Given these conditions, the

ECTA may be analyzed in terms of its likely comsequences in the areas of
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implementation, effectiveness, efficiency, accountability, and the
maintenance of federal intcrests.

In some ways the FECIA will mitigate implementation problems by
reducing administrative burdens: applications will be shorter and
simpler, and multiple applications and reporting systems have been
eliminated. Yet, the ECIA may continue to cause, 1f not increase,
administrative burdens for three reasons: (1) LEAs must now incliude
nonpublic scheols in a greater varicety of planning activities and
services under Chapter 2; (2) in the absence of clear record-keeping
requirements, states and local districts must anticipate the infeormation
that will be requested by Nepartment of FEducation cofficials and General
Accounting Office auditors; and {3) states and localities do not know
what degree of authority they have to set their own peolicies and
standards.

The ECIA presents both opportunities for and dangers to preogram
effectiveness. Chapter 2 may reduce the dysfunctional conseqguences of
its antecedent categorical programs because funds can be pooled rather
than confined to discrete single-purpose activities. The small size of
most district allocations, however, may be inadequate to support
significant, innovative efforts. Although Chapter 1 affords LEAs
increased flexibility, it may also impede their operations by omitting
some Title I provisions for LEA discretion; providing a greater
opportunity for diffusing funds and services among more schools and
students; and reducing LEA funds. Moreover, demonstrating program
effectiveness may be more difficult because specific evaluation
requirements for Chapter 1 have been dropped from the law, and the wide
range of disparate program purposes contained in Chapter 2 makes
cffectiveness hard to define or measure.

Block grants and their accompanying deregulation are supposed to
encourage efficient service delivery. The efficient use of ECIA
resources will ultimately depend on how well states and localities can
develop simpler, less intrusive, and more educatieonally appropriate
procedures for allocating and tracking funds to programs and students.
To the extent that compliance standards are lacking, the ECIA is likely
to encourage conservative responses that retain most of the procedural

trappings of past categorical programs.



Accountability requires political responsiveness and feedback about
the results of program efforts. The inclusion of state legislators,
boards of cducation, and advisory committees appointed by the governor
in Chapter 2 planning activilies increases the participation of
generalists and decreases the influence of education specialists and
interest groups. At the local level, the repeal of the requirement for
local advisory committees may lead bureauscracices to rely less on
constituent opinicm.

The pursuit of federal interests is the final criterion against
which the ECIA may be assessced. Two areas traditionally promoted and
sponscred by the federal government are research and development and
equal educational opportunity. Federal programs of the 1970s explicitly
recognized the need to develop the capability of state and local
educational agencies to generate and use R&D findings. The ECIA largely
eliminates federal protection of the state and local R&D function.

Similarly, as a result of the inclusion of ESAA in Chapter Z, the
federal government will no longer diresctly finance desegregation. The
federal government became involved in equity matters because states and
localities were unable or unwilling to address them. Without the
financial and political incentives to address R&D or equity, states and
localities will be unlikely to find sufficient revenues to support thesec

goals at previous levels.

CONGLUSTONS

The ECIA represents a small first step toward realigning the
intergovernmental aid system in education. It is a small step both
because the consolidated programs represent & tiny fraction of educa-
tion revenues and because the amount of rcal deregulation accompanying
the new law is minimal. Indeed, in some ways the ECIA increases the
importance of centralized decisionmaking because it is being admin-
istered through a policy of nonregulation, i.c., nonspecificity,
rather than deregulation.

Our data suggest that future efforts at redefining the federal role

should inciude at least the three following important features:
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o A more careful sorting of federal, state, and local functions,
with explicit protection for federal purpcses not likely to be
assumed by smaller jurisdictions

o] Clearly specified rules to meel essential federal requirements

o  Explicit delegation to states and Jocalities of authority over

the uses of other consclidated program funds.

More careful attention to these features might produce a new
federalism that addresses the problems of the old federalism without

undermining its accomplishments.
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1. TINTRODUCTION

BACKGROUND OF THE STUDY

The Omnibus Reconcilialion Act of 1981([1] "provided the Reagan
Administration with a teol to put forth its economic program as a
philosophical package and to restructure basic social Jegislation to
reflect that philosophy.'{2] In an attempt to climinate many of the
perceived shortcomings of the federal categorical aid sysctem, the new
act created nine federal block grant programs by conscolidating 67 former
categorical programs and reducing their appropriations. [Im all, it
reshaped more than 250 federal programs totaling $36 billion.

As part of the reconciliation, the Education Censeolidation and
Improvement Act (ECIA) reorganized some categories of federal aid to
cducation. Chapter 1 of the ECIA retained as a separate categorical
program the former Elementary and Secondary Education Act (ESEA) Title

I1;[3] Chapter 2 merged some 28 education programs.[4] The consolidation

[1] Public Law 8$7-35, August 13, 1981. Overviews of the act arve
found in Claude E. Barfield, Rethinking Federalism: Block Grants and
Federal, State, and Local Responsibilities, American Enterprise
Institute, Washington, D.C., 1981, and Jean Peters, "Reconciliation
1982: What Happened?" PS, No. 4, Fall 1981,

[2] Peters (1981), p. 732.

[3} Title I, now Chapter 1, provides financial assistance to meet
the special cducatienal needs of disadvantaged childven.

[4] The number of conscolidated programs varies from 27 to 33,
depending on whether previously unfunded programs or the Secretary's
discreticnary fund categories are included in the count. The program
authorizations consolidated in Chapter 2 include those contained in ESEA
Titles IT, III, IV, v, VI, VITII, and IX (except Part C}; the Alcohol and
Drug Abuse Act; Part A and Section 532 of Title V of the Higher
Lducation Act of 19653; the Follow Through Act, Section 3(a)(1l) of the
National Science Foundation Act of 1930; and the Career Education
Incentive Act. These authorizations encompass a wide range of programs
intended to strengthen state and local educational agencies, provide
direct services to students through programs and materials, encourage
staff development, and support the conduct and dissemination of research
on specific educational topics.




was accompanied by some deregulation in both sets of education programs
and by increased administrative responsibilities for state educational
agencies. The new act, however, left unresclved many questions of
legislative intent.

This report examines early state-level preparations for adminis-
tering the newly consolidated and deregulated programs included in
both Chapters 1 and 2 of the ECIA. The act became effective July 2,
1982; the study investigated state planning activities conducted prior
to June 1982,

The state-leovel changes in structural divisions of responsibility,
decisionmaking processes, and policies arc considered in the context of
several important factors other than the ECIA itself. Srtate responses
to the act are conditioned by the states having to handle up to eight
other new block grant programs,[3] the substantial reduction of federal
funds for education and most other social services, and the decline of
most state and local govermment revenues as a result of economic
recession and fiscal limitation measures.

Thus, the report examines the state education role in the federal
system at a time when a variety of forces are converging to reshape that
role. Where state-level responses are fairly clear-cut and consistent,
we attempt to attribute the response to one of these factors. Where
multiple factors seem to have produced a given institutional response,
we portray as accurately as possible the vector of contributing
variables in roporting our observations. In sum, we offer a preliminary
analysis of the changing patterns of state-level decisiconmaking and
institutional roles spurred, bul not entirely caused, by the transfers
of intergovernmental responsibilities reflected in the ECIA,

Although the appropriations for the block grant portion of the
consolidation act represent less than 1 percent of total eclementary and
secondary education cxpendjtures in most states, the consclidation has
profound implications for the state role in education. First, and

perhaps most significant, the new block grants designate the state as

5] S8tates may choose not to participate in some of the block grant
p p f=4
programs.



the primary recipient and decisionmaker.[6] Although the educaticn
consolidation provides that at least 80 percent of Chapter 2 funds be
passed to local educational agencies, the state determines the ultimate
allocation formula for the locallvy directed funds.

Yurthermore, the expectation that this is only the first of a
series of future block grants--to be accompanied by further federal
funding reductions--mecans that many states will consider ECIA decisdions
in light of both their precedential wvalue and their implications for
program and system maintenance when federal support is reduced or
withdrawn. Finally, the shift in at least nominal responsibility for
decisionmaking to the state level means that state policymakers, who up
Lo now have cnecountered a far different set of concerns, will henceforth
deal with issues and interests formerly encountered at the federal

level.

PURFOSES AND METHODS OF THE STUDY

The study sought to identify the states' responscs to the new

policymaking responsibilities contained in the ECIA in threce areas:

el Structural and institutional divisions of respensibility at the
state level and among federal, state, and local levels of
government

o] Decisionmaking processes and the roles of various state actors
in thoese processes

o] Policy preferences of various state actors for the uses and
allocations of federal funds, including education program
prierities and preferred influence strategies for state

agencies.

These areas of investigation indicate the major gquestions that
molivate the research: How will the ECTIA affect state roles in
education policymaking? and How will the ECTA affect the nature and
implementation of federal and state educaticnal policies? Because this

study was conducted during the planning stage for the administvation of

T [6] Advisory Commission on Intergovernmental Relations, "Federal
Block Grants: The States' Early Responses,' Information Bulletin 81-3,
September 1981.



the act, however, the research cannot answer these guestions
conclusively.

The investigation of state planning processes nevertheless provides
a preliminary approach to these questions by illuminating (1) the
conditions and political dynamics within the states that influenced
their decisions regarding ECIA adwinistration, fund uwses, and
allocations, and {2) the roles and values of various state actors in
that decisionmaking process and their relative capacities for
influencing policy outcomes.

The study is based on interviews conducted on-site with officials
of nine states. We sought to interview those officials who knew about
state education policies and fiscal conditions as well as those involved
in the ECIA planning efforts. We fcund such respondents through
preliminary telephone interviews with officials in each bhranch of the
state government who identified key actors in the ECIA planning process
and described the governance of education in that state. All potential
respondents contacted agreed to participate in the study.

The 10 to 15 respondents in cach state tvpically included the
chairpersons of the House and Scnate ecducation and appropriatiens
committees or their chicf staff members; the governor's staff member(s)
responsible for education and human services; the state department of
education officials responsible for instruction, finance, and federal
programs; and at least one key member of the state board of education
and/or the Chapter 2 Advisory Committee.

The nine states--Alabama, California, Colorade, Georgia, Kansas,
Massachusctts, Minnesota, Missouri, and Pennsylvania--were selected to
represent diversity within each of the following wvariables expected to
influence administrative approaches, fund uses, and allocations of

federal and state education monies:

O Political enviroument, e.g., the degree of historical
commitment to education and special programs of various kinds,
the extent of local control over education and other social
services, the existence of strong lobbying groups for education

and special needs populations



o Financial health of the state and of state and local
governmental units

o Types and proportions of populaticns with special educational
needs in the state

o] Schoel funding structure, e.g., the level and proportion of
state support for local public schools, the existence of
special categorical programs, and the proportion of federal
funds

o Size and capacity of the state department of education,
including its staff and funding levels, range of activities,
and degree of autonomy relative to the legislature, governor,

and state board of education.

The interviews with state officials and examination of state
education policy statements, decision memoranda, and program and budget
documents were designed to illuminate decisions and decisionmaking
processes concerning ECIA within the context of general state education
policies and other factors affecting the educational system. Inter-
views, lasting from one to three hours each, followed a semistructured
interview guide. Every cpportunity was taken te probe for more under-
standing of the state context, to cross-check the informatien and
perceptions of other respondents, and to investigale the motivations
and rationales for specific administrative or policy decisions made.

In analyzing the data, we sought to determine

o How and by whom decisions about ECTA administration are made

o What pelicy considerations and state characteristics mest
strongly influence EGCIA fund uses and allocations and how the
state exercises its leadership role

o How the content and federal administration of the ECIA affect
state decisions concerning ECIA fund uses, allocations, and

administrative strategies



o llow state EGCIA-related decisicns are likely to affect federal

and state policy goals.

LIMITATIONS OF THE STUDY

Several factors limit the scope and conclusions of this study.
First, we conducted site visits and follow-up telephone calls during
the six months before the ECIA was turned ovor to the stales for
administration. Our observations, therefore, are limited to state plans
for administering the act rather than its actual implementation.

Sccond, we systematically investigated only state-level activities.
Thus, our observations about the potential effects of the act do not
extend to the local level. Finally, the ECIA is only one of many
factors that affect state education programs, finances, and governance.
Other federal, state, and local changes in revenues for education and
social services also influence states' responses to the ECTA.

The responses to education program consoclidation and deregnlation
undoubtedly differ in the context of retrenchment from what they would
be under cther economic and political circumstances. Thus, our findings
about the effects of the ECIA are context-bound and not nccessarily
suggestive of the cffects of federal program consolidation more

generally.

To guide cur analysis of state responses to the ECIA, we compared
the new legislation with the programs 3t replaces. This comparison Is
presented in Chapter II of this report. Chapter 1II discusses the
context in which state planning for ECIA administration has taken place.
We deserihe the political and economic factors that affecl the responses
of state-level decisionmakers to the new opportunities and constraints
of the act. Chapter IV summarizes our findings ahout state plans and
planning processes for ECIA administratien in the states we visited.

In Chapter V, we discuss the implications of states' responscs to
the ECIA for their roles in the intergovernmental educational system as
well as for educational policymaking &t the state level. Chapter V also

sumparizes our findings and conclusions and suggests future research



regarding the implementation and long-term policy effocts of the

Education Consolidation and Improvement Act.



II. THE EDUCATION CONSOLIDATION AND IMPROVEMENT ACT

This section places the Lducation Consolidation and Improvement Act
in the context of the Reagan Administration's overall program to reduce
the size and complexity of the entire federal grant-in-aid system. It

then describes the purposes and provisions of the new act.

THE NEW FEDERALTSM

The sizc and complexity of the intergovernmental aid system as it

has developed over the past two decades, many believe, has exceeded the
ability of all levels of government to administer programs cfficiently
and cffectively. The U.S. Adviscry Commissicn on Intergovernmental
Relations (ACIR) identified the following four major shortcomings in the

federal aid programs:[1]

o Implementation--administrative failures, red tape, and tension
between levels of government

o Effectiveness-~programmatic inadequacies, poor performance, and
inadequate measurable results

o Efficiency--fiscal management problems, excessive costs, and
waste

¢ Accountability--political shorrtcomings, lack of adequate

control and respensiveness through the political process.

These problems are generally attributed to the complexity of the
federal categorical aid system and to the inability of a distant federal
burcaucracy te administer programs responsive to local conditions and
needs while promoting federal priorities. Some critics also point to
poor program design and inadequate funding as reasons for federal
program failures. Others believe that cxpectations have been

unrealistic.

[1] Advisory Commission on Intergovernmental Relations, The Federal
Role in the Federal System: The Dynamics of Growth, Washington, D.C.
July 1980, p. 5.




An increasing number of policy analysts and policymakers see the
fundamental problem as a failure to adhere to what they view as sound

principles of federalism. Former Senator James Buckley said in 1978:

The major cemplaints about government that we hear these days--
complaints about the size and complexity and cost of the
federal establishment, the arrogance and inefficiency of
runaway bureaucracies, the growing apathy of the American
public--are all in significant degree manifestations of a
single phencmenon: the withering away of a system of
federaglism in which a hierarchy of governmental
responsibilities is clearly recognized and respected.[2]

The Reagan Administration offered the Omnibus Reconciliation Act as
a solution to the problems of implementation, effectiveness, efficiency,
accountability, and a clear division of intergovernmental responsi-
bilities. The nine block grants of the Omnibus Reconciliation Act,
part of the "new federalism,"[3] are designed to counteract the
following specific shortcomings of the federal grant-in-aid system: (1)
federal program prescriptiveness that limits the ability of local
governments to respond to local problems; (2) the obfuscation of
traditional divisions of responsibility among federal, state, and loccal
governments; and (3) the proliferation of overlapping categorical
programs that lead to duplication of cffort, burdensome paperwork, and
lack of consislency in programs.

The Advisory Commission on Intergovernmental Relations listed five
characteristics that distinguish block grants from other forms of

intergovernmental aid: [4]

[2] James L. Buckley, "The Trouble with Federalism: It Isn't Being
Tried," Commonsense, Vol. 1, Summer 1978.

[3] The Omnibus Reconciliation Act actually represents the 'mew
ney federalism., The new federalism of the 1970s, especially revenue
sharing, is described in Michael D. Reagan, The New Federalism, Oxford
University Press, New York, 1972.

{4] Advisory Commission on Intergovernmental Relations, Block
Grants: A Comparative Analysis, A-60, Washingion, D.C., October 1877.
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1. TFederal aid is authorized for a wide range of activities within
a broadly defined functional area.

2. Recipients have substantial discretion in identifying problens
and designing programs and allocating resocurces to deal with
them.

3. Administrative, fiscal reporting, planning, and cther federal
requirements are kept to the minimum needed to ensure that
national goals are being met.

4. Tederal aid is distributed on the basis of a statutory formula
that narrows federal administrators’' discretion with regard te
fund allocations and gives the recipients a sense of fiscal
certainty.

5. Eligibility provisions, specified by statute, faver general
purpose governmental units as recipients and elected officials

and administrative generalists as decisionmakers.

The Education Consolidation and Improvement Act contains many of
the features of a block grant in jts intentions to consolidate and
deregulate a range of education programs. However, because it does not
affect most large categorical education programs for special purposes or
special populations, it only partially achieves the functional breadth
described by ACIR as a block grant characteristic. We may, nonethcless,
examine the ECIA in light of its block grant features to assess its

probable effect on the cducation programs that it includes.

PURPOSES AND PROVISIONS OF THE ECTA{S]

The Education Conselidation and Improvement Act s intended to
provide greater flexibility for state and local providers of education
services in their uses of federal funds. Chapters 1 and 2 of the act

will retein the basic purposes of the programs that they incorporated.

[5] A detailed description of the ECTA is found in Robert
Silverstein and Sandra McMullan, The Education Consclidation and
__Provpment Act of 1981: Its ﬂeanlnv for State and chal Pollgvmakerb
and AdmlHlSEIﬁLOIS “National Association of € State Boards of Educatlon,
Washlngton D.GC., 1981.
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Chapter 1 will "continue to provide financial assistance to state
and local educational agencies to meet the special needs of educa-
tionally deprived children."[6] Chapter 2 will advance the purposes
of the antecedent programs for improving school programs, but will
be used "in accordance with the educational needs and priorities of
state and local educational agencies as determined by such agencies.''[7]
Both chapters are intended to eliminate "burdensome, unnecessary, and
unproductive pﬂperwork,“ reduce prescrivtive regulations and adminis-
trative burdens thatr do not contribure to fiscal accountability
or instructional improvement, and place increased responsibility for
supervision, direction, and control at the state and local levels.

The next two subsections describe how Chapters 3 and 2 cf the ECIA
differ from their respective antecedent programs. A third subsection
discusses how Chapter 3 changes federal and state administration of the

programs.

Chapter 1

Under Title I of the superscded Elementary and Secondary Education
Act, federal compensatory education aid was distributed to states and
local districts according te a formula based on a low-income index,
including the Orshansky poverty leovel, a count of pupils covered by the
Aid to Families with Dependent Children (A¥DC) Program, and a count of
publicly supported children living in foster homes or institutions.[8]
The formula includes additional allocations tor migratory children,
handicapped students in state institvtions, and neglected and delinguent
students (sce Table 1).

Chapter 1 funds will be disbursed according to the same basic
formula as Title I funds. Current appropriations for Chapter 1,

however, will be substantially lower than these under Title I.

[6] Public Law 95-35, Sec. 552; 20 US{ Sec. 3801.

[7] Ebid., Sec. &531{a). 20 USC Sec. 28601,

[8] National Institute of Education, Title I Funds Allocation: The
Current Formula, U.S5. Department of Health, Education, and Welfare,
Washington, D.C., September 30, 1977.




Table 1

1981 TITLE I AND 1982-1983 CHAPTER 1 APPROPRTATIONS

Chapter 1

Title I Chapter 1 ¥Y 1983
Programs for FY 1981 FY 1982 President's
Disadvantaged Students Appropriations Appropriations Request
Basic grants 2,512,614 2,412,756 1,726,526
State agency programs
Migrants 266,400 253,744 167,012
Handicapped 152,625 146,520 ---
Neglected & delinquent 33,975 32,616 21,886
State administration 33,930 32,573 22,100
Fvaluation and studies 6,000 5,760 4,746
Concentration grants 958,773 - ---
Total 3,104,317 2,885,969 1,542,000

SOURCE: Education Daily, April 2, 1982, p. 5.

Chapter 1 differs from Title I in several other ways. Title T was
aimed primarily at assisting educationally deprived students in
geographic areas with the highest concentrations of students from low-
income families. Eligible beneficiaries were identified according te
targeling standards in an annual needs asscssment conducted by local
school districts. The needs assessment ensured that the most edu-
cationally needy children in either schools or attendance areas with
the lowest-income students would be selected for services.

Chapter 1 states that the annual needs assessment ''permits
sclection of these children who have the greatest need for special
assistance,'[9] but does not require that those children be selected.
Chapter 1 programs and projects are to be conducted (1) in attendance
areas having the highest concentrations of low-income children, (2) in

all attendance arsas having a uniformly high concentration of such

19] Public Law 95-35, Sec. 556(b)(2); 20 USC Sec. 3805 (emphasis
added) .
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children, or (3) for services that promise to provide significant help
for "all such children" served by a local cducational agency (LEAY.[10]
The statutc fails to define "all such children.”

The provisions allowing services to "all such children" and
permitting, rather than requiring, services to the most educationally
needy students appear to enlarge LEA flexibility in determining student
cligibility for Chapter 1 services. However, Chapter 1 fails to include

the following exceptions to targeting rules specifically sanctioned by

Title I:

o The authorization of school districts to dircct their
compensatory education programs to geographic areas with high
concentrations of educationally deprived children rather than
children from low-income families

o The provision allowing LEAs to target schocls as well as
geographic attendance areas for services

o The preovision enabling formerly targeted areas that are no
longer eligible in a current year to continue their programs

o The provision authorizing the continued service to children who
had shown academic improvement or who had transferred to
nontarget schools

o The authorization of schoeol districts to upgrade an entire

school by sponsoring school-wide projects.

Although Section 554(b) of the law states that Title I authorized
expenditures in effect on September 30, 1982, may bc covered by Chapter
1 funds, this provision appears to be contradicted in the immediately
following section. According to Section 334(c), ''the provisions of
Title I . . . which are not spcecifically made applicable by this Chapter

" The regu-

shall not be applicable to programs under this Chapter.'
lations for Chapter 1 do not clarify the applicabilicty of previously

allowed exceptions fov targeting, nor do they give guidance as tc how to
apply the "all such children" provision other than defining the children

as "educationally deprived, low income children.'[11]}

[10] Ibid., Sec. 536(h)(1).
[11] 34 CFR Sec. 200.49{c); &7 FR 32863, July 29, 1952.
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Chapter 1 includes other changes in program planning and allocation
rules. School districts are no longer required to have district and
school parent advisory councils; they may develop their own methods for
consulting with parents. States have broader discretion in allowing the
use of Chapter 1 funds for such activities as the training of edu-
cational aides; construction of facilities; planning; health, social,
and nutritional services; and program evaluation.

Chapter 1 drops the Title I requirement that specific evaluation
models must be used, although evaluaticns must still be conducted. The
requirement that LEA funds must be equitably distributed to partici-
pating project areas has also been dropped. Finally, the Title 1
provision that prohibited consideratien of federal aid to determine
state aid to LEAs is omitted from Chapter 1.

Chapter 1 alsc changes fiscal and acccuntability requirements. Tt
retains the Title I supplement-not-supplant (8NS) requirement for LEAs
but allows state and lecal funds for Chapter 1 purposes to be excluded
from the SNS determination. Proof of maintenance of effort is lewered
to 90 percent cof the preceding year's expenditures for free public
education, and one-yvear waivers are allowed. Noncompliance results in a
reduction of funds rather than totzl withholding.

Chapter 1 requires an assurance from LEAs to the state educaticnal
agency (SEA)} that project areas receive services from state and local
funds comparable to those of non-project areas. The comparability
reporting requirement, however, has been dropped. The basis for an
assurance of comparability is also changed: LEAs must state that they
have a district wide salary schedule and policies to enmsure that
allocations of personnel and materials among schools arc cquivalent.

State educational agencies are to oversee LEA fund allocations and
uses, but state reporting requirements to the U.S. Department of
Education are left unspccified. For fiscal accountability purposes,
SEAs are required only te "keep such records and provide such
informaticn to the Secretary [of Education] as wmay be required fox

fiscal audit and program evaluation.'[12]

[12] Public Law 97-35, Sec. 555(d); 20 USG Sec. 3804.



The law gives only partial guidance on the responsibilities,
obligations, and limits of state educational agencies under Chapter 1.
States are to approve LEA applications and may deny or withhold funds to
LEAs not in compliance with the law. To receive funds SEAs must file
assurances with the U.S5. Department of Fducation regarding fiscal
control and fund accounting procedures.

Chapter 1 omits guidance on such issues as state issuance of
regulations, specifics for approving LEA applications, monitoring,
auditing, and complaint resclution. However, the statute reducecs state
administration allocations from 1.5 to 1 percent of a state's total
Chapter 1 award.

The Chapter 1 regulations do not specify the standards that states
should use in approving, regulating, monitoring, or auditing an LEA's
Chapter 1 activities. They state only that SEAs are responsible for
ensuring that LEAs comply with the law and regulations and that SEAs may
adopt rules, regulations, procedures, guidelines, and criteria to that
end as long as these do not conflict with federal law or regulations.[13]

The states, which playved an important role in administering the
Title I program, have significant new responsibilities under Chapter 1.
The states will continuc to approve LEA applications; in addition, they
will have wide latitude to determine what is satisfactory. Maintenance-
of-effort determinations, including the autherity tc issue waivers and
pro rata reductions in funds, are now the responsibility of the SEAs,
rather than of the secretary. Definition and enfercement of other
provisions of the law--such as the nonsupplanting and comparability
provisions--are also primarily a state responsibility in the absence

of federal guidelines and reporting requirements.

Chapter 2

Unlike Chapter 1, which retains many of the emphases and provisions
of a single antecedent program (Title I), Chapter 2 is an amalgamation
of many former categorical programs. It contains both new and old
administrative directions and programmatic elements. Its purpose is tao

consolidate certain programs

[13] 34 CFR Sec. 200.59; 47 FR 32864, July 29, 1982,



inte a single authorization of grants to states . . . to be
used in accordance with the educational needs and pricrities
of state and local educational agencies . . . to financially
assist state and local educaticnal agencies to improve
elementary and secondary education . . . and to do so in a
manner designed to greatly reduce the encrmous administrative
and paperwork burden imposed on schools at the expense of
their ability to educate children. [14]

Programs consolidated into Chapter 2 are, with two exceptions,
relatively small ones, as can be seen from Table 2, which also compares
FY 1981 and FY 1982 appropriations. Total funding for these programs
was cut significantly: TY 1982 appropriations are about 10 percent less
than those for FY 1981, and the President's FY 1983 budget reguest is
akout 10 percent less than the FY 1982 appropriations. Compounded by
the effects of inflation, Chapter 2 means far less in purchasing power
for states and leocalities despite the reduced costs promised by a
deregulated and consolidated approach.

Chapter 2 programs focus on school improvement. Most of the
antecedent programs were relatively small appropriations for special
purposes, such as career education, metric education, consumer
educaticn, and arts education. These funds were awarded primarily to
1L.EAs through a competitive grant process with little or no state
involvement. Funds for the improvement of teaching through programs
such as teacher centers and teacher corps were also awarded com-
petitively, typically to LEAs and higher education instituticns. The
largest share of program funds incorporated into Chapter 2 comes from
three programs that differ in important ways from the other programs
consolidated in the ECIA.

The Emergency School Aid Act (ESAA), awarded funds through a
competitive grant process to school distriects undergoing voluntary or
court-ordered desegregation. ESAA funds could be used for several
activities including remedial services, staffi development and inservice

teacher training, and curricnlum develepment.[13} Becanse of the nature

[14] Public Law 97-33, Sec. 561(a); 2 USC Sec. 2801.

[15] James Douglas Slack, "Policy I[mplementation and
Intergovernmental Rclations: The Case of the Emergency School Aid Act,
unpublished Ph.D. dissertation, Miami University, 1981.

"



Table 2

1981 ANTECEDENT PROGRAM AND 1982-1983 ECIA CHAPTER 2 APPROPRIATIONS
($ thousand)

Antecedent Chapter 2
Programs Chapter 2 FY 1483
FY 15581 FY 1982 President's
ECIA Chapter 2 Appropriations Appropriations Reguest
Emergency school aid (ESAA) 149,209
School libraries and instruc-
tional resources (Title IV-B) 161,000
Improving lecal cducaticnal
practice (Title IV-C) 66,130
Strengthening state agency
management (Title V) 42,075
Teacher corps 22,500
Teacher centers 9,100
Precollege science teacher
training 1,875
Basic skills improvement 25,560
Metric education 1,380
Cities in schools 2,745
PUSH for excelience 825
Consumer education 1,356
Law-related education 1,000 960(a)
Biomedical scicnces education 3,000 2 ,880(a)
Ethnic heritage studies 2,250
Community schaools 3,138
Career education 10,000 9,600{a)
Intercultural understanding 2,000
Arts education 1,125
Gifted and talented educaticn 5,632
Total 312,010 455,616 406,000

SOURCE: Education Daily, April 2, 1982, p. 3.

(a)Line item appropriations recommended even though the programs were put

intc the block grant.

of the program and its eligibility requirements, ESAA funds were

directed to and used by large metropolitan school districts with

significant mincrity enrollments.



ESAA grants differed from the other consolidated categorical
programs in two ways. First, the grants were designed to promote a
federal equity goal--desegregation--rather than a general scheoel
improvement purpose. Although their benefits were widely felt, they
were generally uscd to upgrade services to low-income and minority
students, and the award process was used to enforce a number of civil
rights provisions.[16]

Second, the KSAA awards to LEAs were usually large and relalively
fow in number. In 1982, for example, approximately 230 LEAs received
grants ranging in sizc from §30,000 to nearly $7 million. Scventeen
large cities received grants of over §1 million.[17] These funds were a
significant source of federal support for an important federal purpose
for many urban school districts.

The sccond large program included in the Chapter 2 consclidation
combines two previously consolidated programs: ESEA Title IV-B, which
included aid for school library resources, textbooks, and instructional
materials, and ESEA Title IV-0, which contained programs for supple-
mentary centers and innovative projects, as well as some funds for
strengthening leadership in state and local educational agencies.

Title IV~-B acted as an entitlement program for LEAs, with each
state developing a formula for fund allocation. The formula included
enrollment, high tax effort, and '"high-cost children' wmeasures. The
distribution of Title IV-B funds to states and localities was similar to
that specified in Chapter 2. The statute granted local districts
Iimited discretiocn over how IV-B funds were used and gave SEAs the
responsibility for fiscal oversight.

The quite different funding mechanism for Title IV-C involved
grants to state educational agencies, which then conducted their own
grants competition to award funds to LEAs. One recent evaluation showed

marked varjations in allocation patterns among states, with some trying

[16] Paul T. Hill and Ellen L. Marks, Federal Influence Over State
and Local Government: The Case of Nondiserimination in Education, The
Rand Corporation, R-2868-NIE, December 1982,

[17] "1982 Emergency School Aid Basic Grants to School Districts,'
Education Times, February 1, 1982, p. 6.




to dispense funds as widely as possible throughout school districts and
others concentrating funds for a few exemplary projeccts.[18]

The fairly simple allocation of funds under Chapter 2 imvolves
dividing the appropriated amcunt among the states and territories on the
basis of school-age population. States, in turn, are to develop a
formula to disburse at least 80 percent of these funds to their LEAs.

State formulas are to be based on public and nonpublic school
enrollimenls with an adjustment for high-cost children. The legislatiocn
suggests that high~cost factors may include children from low-income
families; children living in economically depressed urban and rural
areas; and children living in sparsely populated areas.[19] The state
educational agency may keep up to 20 percent of its Chapter 2 allocatiomn.

LEAs may expend Chapter 2 funds in Lhrec major dreas:

1. PBasic skills development (Subchapter A)--to develop and
implement comprehensive and coordinated programs for improving
reading, mathematics, and written and cral communication
skills.

2. Educational improvement and support services (8S8ubchapter B)--to
acquire textbooks and instructional materials, provide programs
for special needs students (including gifted and talented and
educationally deprived), address problems caused by isolation
or concentraticn of minerity students, provide guidance
counselors, offer inservice training, and the like.

3. Special projects (Subchapter C)--to carry out the purpeoses of
the remaining programs consolidated in Chapter 2, such as

metric, arts, and consumer education.[Z20]

[18] Lorraine M. McDonnell and Milbrey W. McLaughlin, Frogram
Conselidation and the State Role in ESEA Title 1V, The Rand Coxporationm,
R-2531-HEW, April 1930.

[19] Public hLaw 97-35, Sec. 365(a).

[20] Ibid., Sec. 571-582.




Under Chapter 2, LEAs are to have nearly complete discretion in
deciding how te allocate and use funds both within and among the three
categories of program purposes. To receive funds, an LEA must submit an
application to the SEA outlining its intended use of funds, assuring
that it will provide for nonpublic school participation and parental
consultation, and agrceing to keep records and information for fiscal
audits and program evaluations. An applicalion may be for a three-
vear period.[21]

Chapter 2 makes no specific provision for the BEA's approval of LA
applications. The law states only that an LEA becomes eligible for
funding when il submils an application to the BEA.

To receive funds, a state must submit an application te the U.S.
Department of Education in which it agrees to "active and contimuing"
cansultation with an advisory committee composed of representatives of
public and private elementary and secondary school children, teachers,
parents, local boards of education, local and regional school
administrators, higher education institutions, and state legislators.
The state advisory committece is to have a4 say in the formula for LEA
fund distribution; the use of the state set-aside funds; and the
planning, development, support, implementation, and evaluation of state
programs assisted by Chapter 2.[22]

The state application must also contain a budget for the allocation
of stale-use funds, an assurance that the SEA will provide public notice
and dissemination and an annual program evaluation, and an agreement to
"keep such records and provide information te the secretary as may be
required for fiscal audit and program evaluation.{23] States may usec
their portion (up to 20 percent) of the funds for program-roelated
activities such as training, materials development, dissemination,
planning, and technical assistance as well as administratdion,

moenitoring, and enforcemeni activities.,

[21] Ibid., Sec. 556.
[22] Ibid., Sec. 564(a)(2).
[23] Ibid., Sec. 364(a).



Chapter 2 requires that states maintain their fiscal effort for
free public education at a level of 90 percent of the second preceding
fiscal year. Both SEAs and LEAs must satisfy the supplement-not-
supplant reguirement of earlier programs; that is, they must not
use Chapier 2 awards te supplant funds from nonfederal sources.

Finally, Chapter 2 contalus specific provisions for the equitable
participation of students enrolled in private, nonprofit schools.[24]

The state role in administering Chapter 2 differs from its role in
administering most of the antecedent programs. Nearly all of the
earlier categorical grants were awarded by the U.S5. Department of
Education directly to local institutions on the basis of a competitive
process in which the SEA plaved little or mo formal rele.

The closest analogy to the funding and governance for Chapter 2 is
found in the former Title IV-B, which awarded grants by formula to state
educational agencies, which then made formula-based awards to LEAs.

SEAs administered thesc funds in consultation with their statewide Title
IV advisory committees, developing entitlement formulas based om
cnrollment and high-cost pupil factors, approving LEA applications, and
monitoring LEA compliance with the law.

Title IV-B funds differed from Chapter 2 funds in that the former
were used for diserete purposes {materials and eguipment purchases
primarily). Furthermore, the state oversight function was more clearly
spelled ocut under Title IV-B (e.g., states had to approve applications
and snforce specific fiscal requirements), The state set-aside under
Chapter 2 may be seen as similar tc state funding under the f{ormer
Titles 1V-C and V, which granted funds for SEA activities and for state-
initiated awards to local institutions.

In one sense, Chapter 2 brings a wider range of program activities
under the state administrative umbrella by including former federally
administered programs in the block grant. In ancther sense, though,
states appear to have less control over how LEAs spend the 80 percent of
the funds that flow through by formula than they had over the earlier
state-administered programs {e.g., Titles IV-B and 1V¥-C}, since the law

emphasizes that LEAs are to have complete discretion over the uses of

[24] Ibid., Sec. 585-386.



funds they receive, as long as they spend the funds for the program
purposes spcecified in the law and in their applications.

A timely report for the National Association of State Boards of
Education identified several areas of uncertainty and concern arising
from Chapter 2.[25] Governance gquestions involve the responsibilities
of and restrictions on federal, state, and local governments. While the
state educational égencies are responsible for administering the law and
ensuring LEA compliance, thev lack both express authority to withhold
funds from LEAs at the application stage and specific enforcement
options. [26]

The state's relalionship to federal auditors and enforcers with
respecl to both state and local Chapter 2 activities is also uncertain.
The state's application consists largely of assurances to the U.S.
Department of Education. The secretary s approval is expressly required
only for the criteria chosen for interdistrict allocations of Chapter 2
funds.

The language of the law suggests that LEAs are considered
accountable primarily to their constituents, and secondarily to the
stato. Chapter 3 of the ECIA, however, gives the Secretary of Eduncation
authority to withhold funds from both SEAs and LEAs on a finding of
noncempliance. The absence of federal compliance standards from most
provisions of the law, combined with ambiguities about enforcement
respensibilities, leaves unresclved many guestions about what states
must do to ensure compliance.

Other Chapter 2 governance issues concern the roles of the various
state-level actors. The new law places the responsibility for
adninistering the consclidated programs on state educaticnal agencies,
leaving unsettled in scme states the guestion of whether the state board
or the state department of cducation is the body ultimately responsible

for administratiocn.

[25] Silverstein and MchMullan (1981).

[26] The Chapter 2 regulations allow states to require LEAs to
repay misused funds following a state financial and compliance audit,
but they do not address the issue of whether SEAs may disapprove LEA
applications for funds (34 CFR at 298.17; 47 FR 3289C, July 29, 1981).
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Chapter 2 alsc reguires that the governor of each state appeint an
advisory committee to advise the SEA on the uses of state funds and the
allocation formula for local funds. Meanwhile, a number of state
legislatures have given themselves the authority to reappropriate all
foderal funds that come into thedir states. One SEA official described
the situation in his state as follows: ''The Consolidation Act has
bacome a political football. The governor thinks he has the power
because he appoints the advisory committee, the state education agency
says they have the power over the block grant, and the state legislature
wants to reappropriate all federal money."[27]

The distribution of funds by a state-developed formula involves
further uncertainty. Chapter 2 fails to specify the amount of emphasis
that a state can or must place on the adjustment factor for high-cost
students. The ECIA suggests threc factors to be considered for high-
cost adjustment, but does not indicate whether they may or must be used.
Similarly, the law says nothing about the weight that should be accorded
to the variables (e.g., whether states should significantly favor the
enrollment variable or high-cost variables). Nor does it indicate the
process by which the formula is to be approved, either at the state ov
the federal level.

The equitable provision of ECIA benefits to private school students
also presents problems. The law does not make clear whether LEAs must
serve only resident private school students or those who attend schools
within the LEA's boundaries but reside in another district or state.

The law does mnot indicate what should be done for private school
students in an LEA that did not apply for Chapter 2 funds or whether
bypassing the nonpatticipating LEA to serve private schocl students
would be inequitable to the public school children in the LEA who are
not served.

Private school representatives are to be involved in planning
Chapter 2 programs, but neither the mechanism for involvement nor the
required degree of involvement is specified. Services and materials are

to be publicly owned and provided, but if services offered to public

[27] "Block Grants Create Political Furor, Say Administrators,”

/

Education Daily, November 3, 1981, p. 4.




school students do not meet private school needs, must the LEA offer a
separate Chapter 2 program to ensure cguitable participation? Does
equitable participation mean equal dollars per pupil, equal access, or
shared decisionmaking about services? Furthermore, the ECIA makes no
provisions for an SEA to determine LEA compliance; specifically it does
not indicate whether monitoring and data collection arc warranted (or
allowed) .

Finally, the permitted uses of funds and recordkeeping requirements
are not fully specified. The law reguires SEAs and LEAs to keep "such
records and provide such information" as may be necessary for andits and
evaluations, but gives nc guidance on what these records and information
should contain. No standards are given for the review of program
applications by either the SEA or the U.S. Department of Education for
the review of program applications. The categories of allowable program
purposes are so broadly stated as to raise the question of whether any
activity could be excluded. Yet the fact that some projects were
repealed by Chapter 2 suggests that the uses are not intended to be
treated as general aid.

Furthermore, states, localities, and private schools are to use
funds to supplement (not to supplant) other, nonfederally funded
activities, but ne criteria are offered. Given the range of program
purposes allowable and the noncategorical nature of the grant,
supplanting may be difficult to determine.

If an LEA wants to use Chapter 2 funds for activities previously,
but not currently, operated from state or local revenues, would this be
considered supplanting? Some activities undertaken in the past with
state and ltocal funds may have been recently under-funded because of
fiscal constraints; does the supplement-not-supplant provision preclude
directing Chapter 2 funds to these programs? How are LEAs supposed to
ensure that funds for private schools are used in a supplementary

fashion?



Chapter 3

Many questions concerning compliance standards for Chapters 1 and 2
could be resolved by regulation at the federal or state level. The law,
however, also leaves many questions unanswered regarding intergovern-
mental responsibilities. Chapter 3 of the LECIA simultaneously takes
two nearly antithetical approaches te the guestion of centralization
of autherity for ECJIA decisionmaking. Section 591 authorizes the

secretary to issue regulations in a few specific arcas and then states:

In alt other matters relating to the details of planning,
developing, implementing, and evaluating programs and projccts
by State and local educational agenciss the Secretary shall
not issue regulations, but may consult with appropriate State,

local, and private educational agencies, and, upon request,
provide technical assistance, information, and suggested
guidelines designed to promote the development and
implementation of effective instructional programs.

Regulations issued pursuant to this subtitle shall not have
the standing of a Federal statute for the purposes of judicial
review. [28]

Clearly, this section is intended to reduce regulatory contral by
the federal government. It has been interpreted by the Department of
Education to preclude nearly all regulatory activity, ecven though Sec.
591(a} gives the sccretary authority to issue regulations 'relating to
proper fiscal accounting . . . and the method of making payments
authorized under this subrtitle" as well as those "decmed necessary to
reascnably insure that there is compliance with the specific
requirements and assurances required by this subtitle.”

Although the law retains most of the major fiscal requirements of
the antecedent programs, it creates new parameters for their application
without guidance for how they are to be met. The secretary's refusal to
promulgate clarifying regulations leaves questions as to what

constitutes acceptable practice under the new programs.

{28] Emphasis added.
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This lack of federal guidance would be less troublesome were it not
for the subseguent section of Chapter 3, which gives the secretary
authority to withhold funds from noncompliani state and local
educational agencies. Scction 592 authorizes the withholding of all
state funds if a state or local agency fails to comply with any
requirement of the law. One LEA's failure to comply could, then, result
in the entire state alleocation being withheld, although the secretary,
at his discretion, may limit the withholding to the specific agencies
affected by the failure.

The regulations for the ECIA[2Y] do not, in general, specify
compliance standards omitted by the law. Services to children in
private schools are treated in more detail in the regulations, although

many questions about their equitable participation remain. [30]

[29] Chapter 1 regulations are in 34 CFR 74, 76, 78, 200, 201; 47
FR 32856, July 29, 1982. Chapter 2 regulations are in 34 CFR 298; 47 FR
32884, July 29, 1982. Our discussion of ECIA regulations refers to the
final rules published in the Federal Register on July 29, 1982 (as cited
above}; however, at the time of this writing, a dispute remains between
the Congress and the Education Department regarding congressional
authority to review and possibly change regulations issued by the
department. Amendments teo the July 1982 regulations, announced in the
Federal Register, November 19, 1982, are currently before the Congress.

[30] Both Chapter 1 and Chapter 2 rules, for example, define
equitable participation in terms of equal expenditures for private
school students, based on enrollment numbers adjusted for special
educational needs. How the needs and differcntial costs of serving
private school students are to be assessed and treated remains open to
question. In providing services, LEAs are to deiermine what is
equitable by comparing services Lo children in private and in public
schools. However, LEAs must use Chapters 1 and 2 funds to supplement
and not supplant the level of services that would etherwise be available
to children in a private school, meeting the needs of the children in
the school butl not benefiting the school dtself. 1f ECIA services to be
provided to public scheel students are not supplementary for private
school students or are not tailored to their special necds, it is
unclear what criteria will be used for determining equitable service
provisioen. The only additicnal guidance offered in the Chapter 2 rules
is that "if the needs of children enrclled im private schools are
different from the needs of children enrolled in public scheols, an LEA
shatl provide Chapter 2 services for the private schoel children that
address their needs on an equitable basis" (34 CFR
298.24(b)(2)(B)(iii)).




In an attempt te preoserve state and local flexibility under the new
law, the secretary has chosen to issue minimal regulations supplemented
by nonregulatory guidelines that are binding on all Department of
Education officials but not on SEAs or ILEAs. A substantial proportion
of the regulatory guidance lissued concerns a highly developed appeals
procedure for cases of adverse audit determinations or decisions to
withheld funds.[31]

Although the more detailed nonregulatory guidance is to be binding
on all Department of Education officials, it is not binding on officials
of other federal agencies such as the Comptroller General, who is
authorized to conduct audits of ECIA programs. Thus, the requirements
can finally be clarified only in the appeals process after an adversc

audit determination has been issued.

SUMMARY

In theory at least, the Education and Consclidation Improvement Act
provides opportunities for states and localities to exercise their own
preferences for education programs and operating procedures to a far
greater extent than have previous federal programs. It also introduces
new possibilities for federal, state, and local intergovernmental
relationships and for redefinitions of the respective roles of state
government actors in directing the course of the educational enterprise.
At the same time, the ECIA presents states and localities with many
unanswered guestions about the extent of their autherity at a time when

many are also faced with substantial funding cuts,

[31] The appecals process entails a detailed procedurc for hearings,
arguments, interventions by third parties, public comment, and
recommendations by the Education Appeal Board over the course of at
least 415 days boefore the secretary reaches a decision.
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III. A CONTEXT FOR ASSESSING STATE RESPONSES TO THE ECTA

This chapter describes the political and economic factors that
influence state administrative planning for the ECIA. DPlanning
decisions are a function of what an agency (and its constituents) would
like to do in the context cf what decisiommakers think they can do.
Policy preferences must be tempered by policy, program, and funding
constraints.

In many respects, state planning for LCIA administratien illus-
trates the way in which planning decisions are made in an extremely
uncertain environment. At the federal level, infermation about ECIA
funding and implementation has been tentative and subject to change. At
the state level, finance and program parameters for social services
generally, and for education particularly, are undergoing substantial

change.

UNCERTAINTIES REGARDING FEDERAL INTENT

Important pelicy issues remained unresolved during the months
following the passage of the ECIA, when states were preparing to assume
their new respeonsibilities. Questions concerning appropriaticns and
funding allocations, intergovernmental roles, and fiscal, programmatic,
and planning requirements had not yet been answered when we visited the
nine states studied for this report. These questions affected state
planning efforts as much as the changes in the law itself.

The ECIA was endcted as part of the Ompibus Reconciliation Act of
1981. Becausc of the size of the rcconciliation package, the speed with
which it was cnacted, and the fact that substantial program changes were
nmade through the budgetary process, the ECIA's legislative history does
not include the kind of detailed, rocorded policy debate that usually
accompanies legislative program reforms. Hence, one of the context
variables that shapes initial implementation of the ECIA is the
uncertainty caused by a relative lack of clarity and specificity

regarding congressional intent.
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In the abscnce of detailed statutory guidance, regulations become
an important source of information for agencies implementing new
programs. But policy and program guidance did not come quickly from the
Department of Education. The XNotice of Proposed Rulemaking for ECTA was
not issued until Februavy 12, 1982, and final rules were not published
until July 29, 1982.

Congress challenged the fimal rules, largely because the rules
stated that the adminjstrative provisions of the General Education
Provisions Act (GLPA) did not apply to KCIA., The Department of
Education eventually submitted to congressional pressure and revised the
regulations on November 19, 1982; at this writing, the rules arc before
Congress for revicw.

In addition, the rules give only minimal guidance on stale and
local compliance with the ECIA's ncw provisioms and on the respective
anthorities of federal, state, and local agencies. Although the rules
gave no criteria by which state applications would be judged, the
Chapter 2 allocations of several states were delayed becausc of
disagreements with the Department of Education.

The Department of Education refused to approve the Chapter 2
allocation formulas of New York, Connecticut, and California. Nebraska
and Missouri were initially rejected because they had requested a bypass
of state and local educational agencies to serve nenpublic school
students as provided in the law. ¥hen school opened in September 1982,
the Chapter 2 plans of California, Missouri, and Nebraska had still not
been approved.[1]

Uncertainty over ECTIA funding levels also continued well into the
planning vear. At the time of our site visils, Congress had not passed
a budget, only continuing resolutions. Moreover, President Reagan had
proposed budget recissions to his initial budgert. As Alabama State
Department of Education officials teld us with regard to their Chapter 2
funding: "All we know is that we will get 1.75 percent of the total

appropriation, and that means anything from §3.8 to $8.5 million."

T [1} "california Gets Go-Ahcad on Chapter 2 After Long Delay,”
Education Daily, September 21, 1982, p. 3.
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Chapter 1 funding levels were even less certain becausc, in
addition to the lack of a final appropriations bill, the Department of
Fducation was locked in a lawsuit with 11 states that challenged the use
of 1970 rather than 1980 census data for counting eligible students.
This issue was not rescolved until September 1982, when Congress overrode
President Reagan's veto of the TY 1982 supplemental funding bill. The
bill added 5148 million to Lhe $2.8 billion appropriation for Chapter 1
and allowed the department to use either the 1970 or 1980 count of low-

income children to award the higher allocatjon for each state.[2]

STATE FINANCING AND ADMINTSTRATION OF EDUCATION

In addition to the federally induced uncertainties that existed
when states werc planning to assume their new administrative respon-
sibilities, a number of other factors at the state level affected
state responses to the ECTA and the other new block grants. President
Reagan's block grant and other new federalism initiatives are taking
place at time when the size, shape, and public service functions of
state govermments have completed a cycle of growth and are entering a
period of retrenchment, or at least redefinitiom.

While all levels of government grew rapidly between 1969 and 1979,
the growth rates of state government spending and employment fav
outstripped those of federal and local geovernments. Government growllh
has beon supported only partially by increasing own-source revenues;
intergovernmental transfers to states and localities have grown even
faster than their own revenues.

The more centralized financing that resulted from the increases in
these transfer payments allowed state and local governments to expand
programs and work forces faster than they increased their cwn taxes.[3]
in 1978, federal! aid to states amounted to over 38 percent of states'
cwn-source revenues; federal and state transfers to local governments

amounted to 76 percent of local own-source revenues. [4]

Education Daily, September 13, 1982, p. 1.

[3] Anthony H. Pascal et al., Fiscal Containment of Local and State
Government, The Rand Corporation, R-2494-RC, September 1979,

[4] Advisory Commission on Intergovernmental Relations, Significant
Features of TFiscal Federalism, 1978-79 ed., Washington, D.C., May 1979.
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The growth in state govermnment during the past decade has been
accompanied hy an cxpanded state role in the provision eof social
services, inecluding education services. Education pelicy development at
the stale level, while not an entirely new phenomenen, has taken on a
now character as state responsibility for financing schools has grown
and pressures for state-initiated school accountability measures have
increased.

During the 1970s, more than 30 states reformed their school finance
laws to equalize school district expenditures by decreasing reliance on
local property taxes. Nationwide, the state share of elementary and
secondary school expenditures increased from 39 percent in 1969 to 47
percent in 1979, becoming for the first time the largest single source
of school support.[5] TForty-six states initiated miniwmum competency
testing measures,[6] in most cases as part of breoader accountability or
aeducational quality improvemcnt efforts.

New federzl and state programs for disadvantaged stundents and for
educational improvement have added to the responsibilitics of state
educaticnal agencies, changing them from "once mostly innocnous and
invisible" agencies to much more powerful forces in the education
pelicymaking arena.[7] Much of this transformation has been supported
by federal funds for administering federal programs and for strength-
ening state educational agencies; necarly half of the cost of operating

SEAs has been federally supported.[8]

[5] Natiomal Education Association, Financial Status cf the Public
Schools, 1979, Washington, D.C., 1979.

[6] National Center for Educaticn Statistics, The Condition of
Education, 1980 ed., U.8. Government Printing Office, Washington, D.C.,
1980.

[7] Jerome T. Murphy, "The State Role in Fducation: Past Research
and Future Directions,” Educational Evaluation and Policy Analysis, Vol.
2, Ne. 4, July-August 1980; and Joan C. Baratz et al., "Changing the
Federal-State Partnership: The Effects of Consclidation," in C. P.
Kearncy and E. A. Vanderputten (eds.), Grants Consoclidation: A New
Balance in Federal Aid to Schools?, Ilnstitule for Educatiocnal
Leadership, Washington, D.C., 1979.

[8] Murphy (1980}%.




Other state government actors have also beccme more prominent in
designing and shaping educational policies. State legislatures have
begun to take a more active role in overseeing SEA decisions, mandating
educational improvement activities at the state and local level, and
shaping the tax and cxpenditure policies that affect school systems.[9]
Governors and state boards of education have carved cut special areds of
interest, including school finance reform, early childhood education,
and teacher training and certification. Other state executive agencies-=
state planning offices, post-audit committees, accounting agencies, and
execulive budget offices--have become larger, more professional, and
more influential in shaping finance-related policies.[10]

Although the level and nature of education policymaking vary
significantly from state to state, the state role in education has
expanded, and the interrelationships among state government actors have
become more complicated than they were a decade ago. Furthermore, the
relationships among federal, state, and local governments have changed,
becoming more interdcpendent with respect to both finances and programs
than was the case when the major federal categorical programs encom-
passed in the 1965 Elementary and Secondary Education Act were initiated.

The fiscal limitation movement in the late 1970s further changed
intergovernmental responsibilities. Government growth and fiscal
centralization have been cited as spurring the passage of tax and
spending limits in some 23 states by 1979.[11] In the short run, these
measures have tended To increase the prominence of state government in
local fiscal affairs, as states have given more money to local goverm-
ments that leost much of their revenue-raising capacitv as a result

of property tax cutbacks.

{9] Arthur E. Wise, Tlegislated Learning: The Bureaucratization of
the American Classroom, University of Califernia Press, Berkeley, 1979;
Ellis Katz, Educat1onal Decisioomaking 1977-78: A Sn@pbhot from the
States, Ingtitute for Educational Leadership, Washington, D.C. November
1978; and R. F. Campbell and T. L. Mazzoni, Jr., State Pollcymaké_g for
the Publlc Schocls, McCutchan, Berkeley, 1976,

[10] Murphy (1980).

[11} Pascal et al. (1979).




The alarming effects of severe fiscal limits in states like
California and Massachusetts have also triggered efforts in other states
to cut praoperty and income taxes while diversifying theixr revenue
sources. In states where fiscal limits have been imposed, new sources
of revenue have been sought. In 1979 and 1980, for example, ten states
either lowered personal income tax rates or indexed the rates to offset
inflation, while property tax exemptions or credits were passed in
numercus others. Gasoline, cigarette, sales, and severaice taxes were
instituted or incrcased in more than half the states to offset other
declining sources of revenue.

The efforts to reshape state tax systems have not yet proved
sufficient to establish a firm fiscal footing in most states. The
combination of dwindling federal grant payments, slow revenue growth
because of recession, and selective tax paring in response to grass
roats tax reform efforts leflt more than half the states with revenuc
shortfalls in FY 1980.[12] States that had surpluses found them
dwindling rapidly. By TFY 1981, the financial situation in mosl states
had worsened. The Education Commission of the States noted in December

1981:

The states are in financial trouble. Revenues for most states
did net grow as fast as inflation in the last fiscal year.

One indicator of a state's fiscal health is its uncbligated
balance at the vear's end as a percent of gencral fund
expenditures. Tn {iscal 1980 this indicator averaged 9
percent for all states. Tn fiscal 1981 the average was only
3.3 percent.[13]

During regular 1981 legislative sessions, 30 state legislatures
raiscd taxes by a total of $2.5 billion, the highest annual tax increase
in a deocade. Une-third of the state legislatures had to reconvene in
extended or special sessions to deal with fiscal changes that had

occurred since they ended their scssions earlier in the year.[14]

[12] Kenneth E. Quindry, "State and Local Tax Performance,' Journal
of Education Fimance, Vol. 7, No. 1, Summer 13981.

[13] Education Commission of the States, Finance Facts, Vel. 6, MNo.
4, Washington, D.C., December 1981, p. 1. :

[14] "States Raised Taxes This Year, Even Before Reagan Budget
Cuts,” Education Times, October 3, 1981, p. 3.
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Wide-ranging tax increases and budget cuts continued in most states
during the carly months of 1982,[15] leaving many with budgets only
precariously balanced and most with reduced levels of state services.
The ten or so states that are exceptions to this trend include cnergy-
rieh states in the southwest and a few growing southern states.

These tax increases and budget cuts have affected education. Most
states are funding education at static or even declining levels. In
some states, the trend away from reliance on local, disequalizing
sources of revenue has been reversed. Categorical education programs
have been hardest hit in many states; other states have reduced
regulatory requirements along with funding.[16]

Many of the potential results of fiscal containment--changes in
revenue systems, service cutbacks, reductions in public employment,
consolidation of services, and deregulation[17]--were occcurring in the
states we visited for this study in spring 1982Z. 8Six of the nine states
faced budget deficits, and three had dwindling surpluses. GState funding
for education had remained virtually static during the past few years in
the states facing deficits, and all SEAs (even those in financially
stable states) had reduced their staffs.

The state share of education funding, which had been increasing in
most states prior to 1980, had begun to decline in three of our sample
states. Two other states were contemplating measures to replace some
state education funding by increasing local revenue {i.e., by increasing
the allowable local tax rate for education). Five had initiated efforts
to reduce state education regulation or program mandates.

Most of the states in cur sample had instituted or were in the
process of undertaking tax reform. These reforms--and budgetary

concerns generally--have contributed to the growing importance of

[15] "States Struggle to Balance Budgets; Revenues Are Down, Taxes
Are Up," Education Times, May 17, 1982.

[16] "Budget Froblems Causing Some States to Cut Regs,
Daily, March 9, 1981, pp. 3-5.

[17] Mark David Menchik and Antheny H. Pascal, The Equity Effects
of Restraints on Taxing and Spending, The Rand Corporatiomn, P-6469, May
1980.
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legislative budget and appropriations committees and executive branch
budget offices in the pelicymaking process. Legislative oversight of
SEA spending and operations has become a significant factor in
educational decisionmaking in at least five slates that we visited,
especially in those where the legislature reappropriates all federal
funds.

In some states, the changing character of the interactions between
state government bodies has encouraged healthy debate and reexamination
of programs, priorities, and organizational structures. In others,
reflexive responses to changing government roles have impeded discussion
of program directions, allowing budgetary and jurisdictional consider-
ations to drive policy and uncertainty to nearly immobilize the planning

Process.

SUMMARY

The Education Consolidation and Improvement Act is being introduced
at a time when state funding and revenue systems are changing. State
educatieonal agencies are contracting and rcorganizing in response to
fiscal pressures and changing missions, and the programs that they
administer are being subjected to more intensive scrutiny by other
governmental bodies than in the past. These factors affect the states'
responses to the ECIA just as the act itself--as part of the new
federalism--affects both the broader context for response and the

states' direct responses tc its provisions.
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IV. STATE RESPONSFS TO THE ECIA

This section describes the division of responsibility among state
government actors for ECIA planning and decisiommaking. It also
discusses planning and decisionmaking processes for ECTA administration,

and funding and program decisions related to the ECIA.

ROLES OF S$TATE GOVERNMENT AGTORS

The ECIA gives the state cducational agency--a department of the
executive branch--the responsibility for administering and supervising
all programs activities under the act. The ECIA alsc requires the
governor to appoint a statewide advisory committee to consult with the
SEA on the use of the state's Chapter 2 allocation, the development and
implementation of state programs financed by Chapter 2, and the formula
for allocating Chapter 2 funds to local educational agencies. Although
the SEA (usually the state department of education) is tc play a central
role in administering the ECIA, we found that the act provides state
legislatures and state boards of education new opportunities for
increased involvement.

While most states (including all in our sample) have designated the
stale department of education (SDE) as the official SEA for purposes of
ECIA administration, the respective dacisiommaking roles of a state's
department of education, board of education, and Chapter 2 advisory
committee are not clearly defined. TFTurthermore, many state legislalures
play an important part in this process. A variety of formal and
informal relationships among these actors has emerged in different
states, depending on the legal and electoral status of cach body, its
staff capability, and its power to initiate or stalemate governmental
action.

State departments of education do not always have independent
status or unambiguous authority relative to the state board of education
or state legislature. State constitutions vary widely as to whether
state superintendents and state board of education members are elected

or appointed and as to how the responsibilities of each are defined.



Even where state departments of education are expected to administer the
ECIA, they may not have full decisionmaking authority.

In seven of our nine sample states, the state department of
education submits recommendations concerning the ECIA through the
Chapter 2 advisory committee to the state board of education for
approval. This group of seven stales includes all of those with elected
state boards and several with appointed boards. In these seven states,
the Chapter 7 advisory committee serves more as an intermediary between
the state department and state board than as an advisor to department
decisionmakers. Its adviscry functions are directed primarily at the
board and, in several cases, through the board to the state legislature.
In the other iwo states (California and Pemnsylvania}, the advisory
committes reports its recommendations directly to the state legislature
which decides final allocaticns as part of the appropriation process.

In six of the sample states, the legislature has the authority to
reappropriate all federal funds. This means that federal allccations
for both SEAs and LEAs are ultimately decided in the legislative
appropriations committees. In the remaining three states, only the
SEA's portion of the EC1A funds Is subject to legislative approval. In
most states, reappropriation of federal funds is a fairly recent
phencmencn, and only in the past few years have legislatures intensified
their oversight of SDE operations.

Legislative attempts to control executive agencies typically affect
relationships with the governor and/or state board as well. The
character of these interactions is just emerging and is somewhat
unstable as jurisdictional battles are won and lost and new strategies
for control and compromise are tried. '

The growing prominence of state boards and legislatures in
education decisicnmaking has led to predictable struggles as state
boards with regulatery autherity try to make policies without legis-
lation and legislatures try to control the regulatory direction of
their policies. In three of our sample states, the legislature had
recently tried teo abolish or assume control over the stare beard of

ceducation.



In most of the states we visited, the ECIA was seen as an
opportunity for the state board of education and/or the legislature to
gain more control over educational decisionmaking. Even in states where
the legislature had not been heavily invelved in faderal funding issues
in the past, most observers (especially SDE officials) felt that the
ECIA, along with the other federal block grants, would provide a means
for more intense legislative scrutiny of federal funding allocations and
state executive agency activities. In states where the beard of
education has substantial legal authority, the devolution of respon-
sibility for ECIA decisionmaking to the states seems likely to allow
for more direct involvement with federal program decisions than the

boards have typically cxercised in the past.

Chapter 2 Advisory Committees

The views of péwerful actors in the pelicymaking systems cof many
states have been represented on the Chapter 2 advisory committee. In
several states, the committee includes a member of the state board of
education; in others, the interests of the board are heavily
represcnted.

Two states with strong traditions of local control and powerful
local public school administrators have many school administrators on
their committees. Colorado’'s committee includes four members of the
state accounctability committee, reflecting its commitment to
representation of those concerns in the Chapter 2 decisjionmaking
Process.,

As required by the law, state legislators are represented on all
advisory committees, sometimes in substantial numbers. The Missouri
committee includes eight legislators (out of 21 committec members), the
Massachusetts committee has five, and the Pennsylvania and Califernia
committees each have four. 1In all of these states the legislature
reappropriates federal funds.

The degree of independence of the statewide advisory committee
from other state ageucies variecs substantislly. In some stares, SEA
nominations for the committec were quickly approved by the governor with

few changes. Typically, these nominces represented "education network”
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representatives who had worked with SEA officizls on other committecs in
the past.

In other states, particularly those where the goverpnor was running
for reelection, the governcr's office took a more active role in
selecting committee members. There, committee representation tends to
include more special interest groups and political cofficeholders and
fewer representatives of education associations.

Traditionally large and independent SEAs in urbanized, 'progressive’
states took much greater initiative in their advisory committees than
those in states traditionally oriented toward local ceontrol. Activist
SEAs tended to conduct intensive internal planning cperations, seek
constituent input for developing policy options, and present a specific
package of decision options to the committees with justification for
choosing a particular course of actien. The committees, not surpris-
ingly, adopted allocation formulas gquite similar to those advocated
by SEA officials.

In states favoring local control, the SEAs plaved a purely
facilitative role, giving the committees data as requested, but
providing either no specific policy options or a range of dissimilar
options with no argument for choosing one over the others. Sometimes,
this role was chosen to aveid confrontation with a state board of
education that must approve SEA and advisory committee decisions. In
most of these states, the formulas selected by the committees were
substantially different from the preferences expressed by S8EA officials
when we conducted our interviews. The committees in these states also
specified that the SEA set-aside funds were to be used to advance
priorities of the state boards of education.

Nearly all SFEAs actively argued for and justified their retention
of the full 20 percent set-aside. Onc department "lobbied" the advisory
committee by bringing in local school officials to testify to the value
of the former Title IV-C program and the usefulness of the department's
technical assistance activities. Several departments argued that their
budget process was too far advanced to allow them to absorb the staff
cuts that a sct-aside reduction would entail. According to one SEA
official, "We told the committee ihat if they advised the state board
that we should get less than 20 percent, they might as well tell the

board whom we should fire."



Tn all but two of our sample states, the commitiee voted to
recommend the maximum set~aside, although in some cases the rccom-
mendation alsc called for a porticn of it to be directed by the SEA
to local districts in some fashion. In several states, the recom-
mendation for a 20 percent sel-aside was clearly for only the first
year of ECIA cperations to allow an orderly transition; thereafter,

SEA allocations would be reduced.

Decisionmaking about fund uses and allocations has been complicated
in some states by uncertainties about (1) the respective roles of the
state department, board, and advisory committec and (2) current and
future levels of federal education funding. One advisory committee
member, echoing the leelings of many of her counterparts and SEA
officials in other states, said that it was hard to develop the formula
because people kept looking ahead to other programs that might be cut
and hecause lines of anthority were not clear. In her state as in
others, consideratiens of the precedential value of ECTA decisions

played a part in the decisionmaking process.

State Legislatures

Legislative involvement in block-grant decisionmaking has alsc
proved to be important in some states. In California, the legislature
acted early to invelve itself in the decisionmaking process for block
grants with the passage of AB 2185 in October 1981. This bill created a
block grant advisory task force "to moniteor state and local agency
compliance with the provisions of the bill, gather specified information
and hold public hearings therecn, prepare recommendations for legis-
lative pelicy deliberations, and report to the Governor and the
legislature." The bill includes guidelines for block grant allocations
that safeguard the interests of antecedent program target populations
and service providers.

In Missouri, several bills were introduced to create legislative
oversight of all the block grants, primarily to ensure "fairly even

distribution of funds." Passage of such a bill seemed quite likely, but

the education bleock grant was not included.



In Pennsylvania, legislative action on other block grants resulted
in an allecation of 90 percent of the Preventive Health and Health
Services Block Grant funds to prior year recipients to ensure service
continuity until the legislature could ohtain more daLa about
allocations and uses of those funds. The legislature alsc sel aside
funds under the Community Services Block Grant for Headstart programs.

The Alabama legislature, though not yet invelved in ECIA
deliberations, has taken an active interest in other block grants,
including the sponsorship of public hearings across the state on the
uses and allccations of those funds. The Massachusctts legislature
discussed assuming direct owversight of EC14 administration, but at the
time of our site visit, such a move seemed unlikely. Instead, as in
other states, the legislature is expected to become involved when
allocation recommendations reach the appropriations committees.

Reappropriaticns of federal funds have typically been pro forma
operations in states that have had such a requirement in the past. Our
respondents in the six sample states where legislative reappropriation
now takes place were somewhat divided about the consequences of this
process for executive branch decisions concerning ECIA.

Some state education department officials maintained that the
reappropriation would simply rubberstamp the state board or department
recommendations. Others acknowledged that the fact of reappropriation--
if not the actual process itself--would affect their decisjonmaking
procedures, the input scught, and the considerations taken into account.
Most legislators expected to participate aclively in examining
allocation and fund use reccommendations during the rcappropriation
process.

Part of the legislative interest in overseeing federal fund
appropriations stems from the convergence of state fiscal difficulties
and federal fund cutbacks. Officials in at least threce states that we
visited expressed reluctance to commit state funds to federal programs
with matching or maintenance of cffort requirements. These cfficials
feared that federal funds would be reduced and the state would be left
twith the fiscal responsibility for a program that had developed its own

constituency. One state educalion department official whe shared this
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fear declared that "federal funds arc the next best thing to heroin,”
implying that he and his department would prefer doing without federal
funds to suffering withdrawal symptoms later. In at least two states,
the legislature had acted to prevent state participation in earlier
categorical programs on these grounds.

Most legislative interest to this point has focused on appro-
priations and distributions of federal funds rather than on substantive
issues of program administration. Farly indications are that the ECIA
will attract more attention in the latter category through scrutiny
of the uses of the state education dopartment set-asides.

Most legislaturcs have until now given the education block grant
lower priority than other block grants because of both its later effec-
tive date and its relatively small size. Other block grant delibera-
tions and the changing role of federal funds in social service
provision, however, have already created subtle shifts in state
education policymaking. The changes in federal aid levels and
structures have meant that special interest groups that once directed
their attention to federal policymakers are now lobbying state legis-
lators. One of cur legislative respondents remarked, "The legislature
is interested in the ECIA because it is a new process that is political.

This new process and the attendant responsibilities of state
legislators have increased their needs for information about both
federal and state education programs, a need which they feel quite
keenly. BSeveral legislators commented that, until recently, their
legislatures had been ignorant of federal education programs, but that
as lobbyists have switched their attention to the state level, the
legislatures have acquired decisionmaking responsibilities that exceed
their knowledge and expertise.

The perceived vulnerability of state legislatures is rcfleccted in
the allegations made in a few states that the state departments of
education are not responding adequately teo legislative requests for
information. Some legislators expressed fcars that the executive branch
would delay making recommendations to the legislature until the budget
process was so far advanced that no substantive changes could be made.

A few state department officials were consciously maintaining a ltow



profile for ECIA decisionmaking to avoid legislative involvement at
least for the time being.

In most states, however, the ECTA has spurred an educative process
for both legislatures and state agencies as efforts at information
exchange are made Lo facilitate the required joint decisionmaking. Tor
their part, many state departments have initiated new dialeogues with
their legislatures, mending fences and sharing policy options in a
spirit of cooperation and cocoptation. As one state department official
put it, "To the extent that there is department inaction, there will be
legislative action.’

legislators have often used the education departments ' expertise Lo
respond to their constituents and to construct their own policy
altornatives. One effect of this increased communication is that the
departments must meet increased demands for information. The capacity

of the departments to respond to these requests is discussed later in

this section.

PLANNING AND DECISIONMAKING PROCESSES

Despite the interests in the ECIA of varicus state government
actors, the primary responsibility for organizing the decisionmaking
process falls, quite logically, tc state departments of education.
The degree of influence exerted over that process by the departments,
however, has varied from state to state. The methods used for
organizing decisionmaking and for developing policy options have
also varied substantially.

Redefinition of the role of state departments of education has
been part of the planning process for ECIA administration. The ECIA,
however, has not been the sole impetus for this redefinition. In sum,

we found that:

o Internal SDE planning for ECIA administration often led to the
creation of interdivisional plauning groups and to the
inclusien of more generalist SDE staff.

o Planning for KCIA administration alseo included deliberations
about SDE staffing levels and staffing patterns affecting

future administrative emphases and capabilities.
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(o} Local input was sought on administrative and program issues
related to the ECIA but such input had only modest influence on
SDE decisionmaking.

o] GConsiderations about the future role of the S0E in providing
leadership and services to local districts were part of the

ECTA pianning process.

Yvery state that we visited formed &an internal organization to
learn about and plan for the transition to the block grant. BSome groups
were more formalized than others. Members typically included a member
of the SDE planning office, federal programs coordinater or federal
liaison staff, Former categorical program directors (e.g., Titles IV-B
and IV-C), and a representative of the budget office.

Most of these groups concerned themselves in the first instance
with who had received what funds in the past. With the exception of
Title IV-B and IV-C monies, most states were unaware of which LEAs lhad
successfully attracted awards. The information collected by SDEs on
Chepter 2 antecedent programs was incomplete and scattered among
categorical offices within the departments. This information was
considered essential for the development of the allecation formula. In
particular, the distribution of Emergency School Aid Act funds was seen
in many states as an important factor in shaping Chapter 2 allocations
because these large awards were extremely important to a small number of
(usually urban) scheol districts.

At the same time that the intermal planning groups were studying
LEA dependence on federal funds, they were also looking at how Chapter 2
would affect their own departments and staff. SDEs depend heavily on
federal funds, which in some cases have paid for more than half their
staff salaries. A significant proportion of these funds came from Title
V (for strengthening state educational management), one of the programs
folded into Chapter 2.

In additien to cutbacks in many states' share of Chapter 2 funds
for SDE use, cutbacks in general state support for SDEs and Chapter 1

administrative funds made staffing issues ilmportant in the planning
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process. Not surprisingly, discussions about which staff members were
likely to losc their positions were restricted to top-level management.

While these groups may have been formed Lo reassure the staff whose
jobs were affected by the comsoclidation, it had the opposite effect on
those who were not consulted. A high-level staff member in one SDE
complained, "We formed this group so we could plan and develop our own
departmental priorities. Now, however, 1've been excluded from
discussions on how Chapter 2 will affect us because il has degencrated
into a battle over turf."

Despite the expectable anxieties that caused the formation of new
planning groups, we found that program administrators excluded in the
early stages of planning were usually brought into the decisionmaking
process after the GChapter 2 advisory committees were formed. Then the
SDE planning groups began serving as a conduit to the advisory
committees. If these cross-departmental groups remain active after the
initial planning for ECIA administration is completed, the consvlidation
may have served as a catalyst in some state departments of education to
develop coordinaling mechaniswms for future federal and state program

planning.

Staffing Levels and Staffing Patterns

Even states with available funds are cutting back suppcrt to state
agencies for the kinds of administrative and technical assistance
functions that federal funds have helped to support. All of the state
educational agencies in our sample had experienced or were expecting
both federal and state cutbacks; some SEAs had already lost up to a
third of their total siaff capability f{rom state and federal fund
reductions. As one stale legislator remarked, "The rcal loser in all
this is the state department of cducation.”

Federal funds have been a significant source of support for SEAs.
{n our sample, 30 to 70 percent of SEA funding came from federal
programs; most were aboul 30 percent federally supported. Former Title

] staff positions in most states were cxpected to be nearly halved by

next vear or the following vear, when carry-over funds are depleted.



The effects of staff cutbacks on SDE capabilities are also likely
to affect management styles. Most states are locoking for ways to
combine SDF activities once performed in separate categorical program
offices so that they can serve several program functions simultaneously
at reduced staffing levels. In some stales, formal reorganization is
planned or has occurred in the state department of education. In these
states, and in others where less formal changes are being made, the
thrust has been to decategorize programs and program functions.

In Minnesota, the division of special and compensatory education
that oversaw PL 94-142 (special education) and Title I was incorporated
inte the Division of lnstructicn, largely in respounse to a legislative
directive that ordered the SDE to become less top heavy. In the face of
losing between 50 and 60 positions last yvear (out of some 500), with
more expected to be lost this vear, the department was forced to
"streamline' some of its activities.

Kansas has been undergeing minor reorganization for the past two
years. The planning, rcscarch, and evaluation unit was eliminated, and
last year the education improvement section was disbanded and its
functions diffused throughout the department.

Partially as a result of the enactment of Chapter 2, three of the
Colorado SDE's units were climinated as of July 1982: Titles IV~B and
IV-C, the ESAA portion of the egual educational opportunity unit, and
basic skills.

In other states, administrative structures for Chapter 2 imply
decategorization by including more program functions under the direction
of a single senior division head. Management or policy-level staff are
found heading up the Chapter 2 cffort in Massachusetts, Minnesota, and
Pennsylvania, all states that are dealing with harsh fiscal problems.
Federal program coordinators arc responsible for taking the lead in
Alabama, Kansas, and Missouri. In Coloradeo and Georgia, former Title IV
administrators now have responsibility for all Chapter 2 programs.

California's arrangement differs somewhat. According to one

California official, "it is difficult to point to any particular per-

son or unit heading up the block grant because all our programs ares
integrated into everything else,” but most KClA-related work is expected

to be located in program branches rather than administrative branches.
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Chapter 1 administration is still basically separate from other
programs. No state has planned to eliminate its former Title I office.
In many states, however, the Chapter 1 office now sits under the same
divisional umbrella as Chapter 2, and some of the functions handled by
former Title T staff (e.g., evaluation and auditing) are expected to be
handled by 3SDE offices for those functions, rather than by categorical

program staff.

Locgl Participation

In the course of deciding administrative structures for the ECIA,
SDE officials have also had to consider how they will provide services
and guidance to local school districts with reduced staffs and changing
rasponsibilities for federal program management. Most have sought local
opinion in these deliberations and have tried to figure out the direc-
tion, if not the exact content, of the changing SDE role.

Nearly all of the state departments in our sample had communicated
with local educational agencies concerning both Chapters 1 and 2 of the
ECIA. Communication usually took the form of workshops, ncwsletters, or
surveys designed to inform local officials about the changes in the law
and, sometimes, to find out about preferred roles for the SEA or funding
priorities. Title I directors took sericusly their responsibilitv to
consider LEA preferences for state rule-making and technical assistance
in their planning.

Most of our state respondents felt that local officials did not
fully understand the implications of Chapter 2 for their districts.
Urban school officials, however, recalized that funds would be
drastically reduced when ESAA and Title IV-C dollars were no longer
available. Urban districts lcbbied legislatures, state departments,
and/or state beards in many states; their differentially successful
efforts are described in a later section of this chapter.

Only two states appeared to have systematic procedures for
obtaining local participation in Chapter 2 decisions. In Pennsylvanta,

4000 school practitioners, state legislators, and other relevant groups

were polled about fund allecations and uses for Chapter 2. The

respondents’ preferences were closely followed for the allocation



formula, but their rankings concerning uses of the state set-aside were
not as closely fellowed in the final SDE recommendations to the advisory
committee.

Colorado used an existing procedure that polled LEAs about their
preferences for biennial state board of education priorities. (In this
state, board priorities are to be the basis for SEA set-aside uses.)
Here, too, the LEA rankings were nearly the inverse of the board's final
list of priecrities. 1In both Colorado and Pennsvlvania, the state
quality improvement program was the top-ranked state priority but fell
niear the bottom of the local constituents' lists.

In several states, local school district officials had reguested
regulations. Some Colorado LEAs had appealed to the state to issue
regulations for their planning endeavors, including goals and
objectives, populations Lo be served, which activities are legal, and
how to evaluate programs. In other states, LEAs requested formal
guidance on such questions as Chapter 1 targeting rules and nonpublic
school student participation under Chapter 2. As one Massachusetts
official remarked, "Our locals don'L want to be left hanging having been
told to do something but not knowing how. When both staff and
regulations are cut back, the education program gets subverted.”

SEA officials are deeply concerned about the uncertainties of the
new stata-local relationships augured by the ECTIA. One official voiced
the opinion, also heard in other staites, that the presumed return of
anthority to the states was "ironic," since LEAs have decisionmaking
power under Chapter 2. '"The state is asked to audit and evaluate LEA
programs without any control over them.”

While this comcern was not universal, most state departments were
giving substantial time and attention to the guestion of the proper
boundariecs for local versus state decisionmaking under both Chapters 1
and 2. In no state was this guestion entirely settled by the time our
study concluded, and it scems likely that this, like other questions of
decisionmaking, will be answercd more in the process of the law's

implementaticn than in its planning.



State Department of Education Roles

The ECTA is forcing state departments of education to reexamine
their roles in directing and delivering scrvices through LEAs. BState
regulation and oversight are expected to be minimal under the ECIA,
because of hoth the law and funding cutbacks. The operations of the
state departments will certainly change more fundamentally in response
to staff reductions and decategorization, though new directions will
become clear only after the disruption of immediate adjustments has
passed.

While the law decreases federal regulatory burdens and explicitly
limits state interventien under Chapter 2, it also gives states the
responsibility of ensuring that their LEAs comply with the law. At the
same time, state authority to levy sanctiomns against violators is mnotu
specified, and criteria for assessing compliance are generally absent
from both Chapters 1 and 2 of the act. Few stales are eager to assume
authority for decisions that might later be the subject of federal audit
exceptions or findings of noncompliance.

SDE oversight responsibilities are most often manifested in their
fiscal audit and program monitoring functions. Chapter 1 auditing and
monitoring currently concern state actors, second only to the focus on
staff cutbacks. As one Title I manager said: "If any of our LEAs are
found out of compliance then T have not done my job." Yet, state
officials are in a quandary. The ECIA lcoosens LEA reporiing require-
ments and contains no explicit sancticms for an SDE teo levy against
an offending LEA. Taken together with reduced staff for compliance
reviews and the deregulatory emphasis found throughout the country,
this creates a difficult situation.

Staff in most of the nine states we visited predicted less detailed
monitoring or less frequent auditing. Pennsylvania formerly audited at
three stages of project implementaticn, but now they expect to conduct
only pest hoc audits. In Colorado, Title I monitorving visits, now to be
called "program reviews," will be optional; that is, the state will come
in only at an LEA's request. The bulk of Georgia's Title I staff
reductions will inveolve those engaged in monitoring and enforcement; the

primary accountability tool will be assurances signed and submitted by



LEAs. Massachusetts foresees the possibility of scheduling monitoring
visits to LEAs every other vyear instead of anmually as they do now.

Most states in cur sample de not plan to issue regulations, except
for those that might be required by federal law or regulation. Instead,
the nearly universal solution is to obtain signed assurances from LEAs
that proper and sufficient records will be kept, parents consulted,
nenpublic school students allowed to participate equitably, and the
like.

Most states will issue guidelines to encourage some uniformity of
practice., For Chapter 1, Massachusetts and Georgia intend to adapt
Connecticut's handbook. California, Minmesota, and Alabama are
beginning to develop Chapter 1 handbooks that should be completed by the
end of 1982.[1] However, as one official stated, "we will not bestow a
lot of rules on our districts, given the political situation and intent
of Chapter 1."

A1l states in our sample will provide technical assistance when
requested by LEAs, and all but one will issue policy guidance. The
exception is Missouri, where an official stated that ""Chapter 1 will
operate the same as Title I unless or until the feds provide guidance to
dc otherwise." Many Titie I managers regretted the absence of regula-
tions, including the cme who said: "It was easy to point to the rogs
and say, 'This is what you must do.' Now others--including some of
your own people--will challenge your interpretation.”

State responses to the need for guidance for Chapter 2 are

remarkably similar, but the terminolegy used reflects interesting

differences:

0 Alabama will disseminate program and operations guidelines,
along with a list of eligible expenditure areas.
o California will deliver guidance in attachments cr directions

in the LEA application.

[1] Several attributed the delay to the tardiness of the U. 5.
Department of Education in issuing the ''nonbinding guidelines" it had
prouised months earlier.



o Kansas will follow a nondirective course, saving in effect:
"We will keep our hands off the 80 percent. We will also sav,
here are some suggestions, but vou don't have to use them."

o Massachusetts and Minnesota will respond to LEA requests for
assistance.

o  Missouri will provide minimal guidance.

o} Pennsylvania will issuc a technical assistance package and

implementation guides that will clesely follow the law.

As the ECIA is implemented, plans to aveid regulation may be
somewhat tempered by particular problems that arise. Certainly, new
approaches and structures will emerge as state departments confront
their new functions and responsibilities. Our site visits revealed that
many departments once structured to deliver services along categerical
program lines arc now restructuring their staff responsibilities,
emphases, and directions. Some departments had begun the shift from
specialist to generalist functions before the passage of the ECIA. The
new law will speed up the process of, as one respondent described it,
"departments changing from grant-making organizations to brokers,
linkers, and expert advice-givers."

SI)Es seem to be responding to their new roles in one of three ways.
Some see adjusting to the ECIA as more of an administrative than a
substantive issue. This point of view was expressed by an official who
remarked: '""The block grant will have a very small effect on programs,

' Other state

but a very important effect on state administraticn.’
officials view the ECIA as offering an "exciting" potential to focus on
new rcoles (which are largely undefined as yet). Third, and most fre-
quently, SDEs are not responding immediately to impending leadership
changes "because the dccrecase in funds is too disruptive, affecting
staff positions. Until that gets settled, we can't develop our
philosophies.”

Even where deliberate rcasscssment of state department roles is

being postponed, parameters for SDE activities and functions are being

set as more pressing funding decisions are made. These decisions and
concomitant moves to establish program and service priorities axe

described in the next secticn.



FUNDING AND PROGRAM DECISIUNS

The ECTA changes the distribution of federal funds to educational
agencies., It alse affects the services provided by SDEs to LEAs and by
LEAs to program bencficiaries. The funding and program changes include

the following:

e} Some educational agencies--including departments of education,
school districts that had formerly received significant ESAA,
Title 1V-C, and other competitive grants, and institutions of
higher education and regional service centers--will experience
federal funding reductions.

o Services provided by state departments of education--including
auditing, monitoring, svaluation, research and information
sorvices, and technical assistance related to curriculum and
program design--will likely be cut back.

o Most federally funded azetivities that are being cut will not
receive increased state funding, but many states are making
at least modest efforls to offset the redistributional
consequences of the law by targeting funds to established

program areas and to federally dependent school districts.

Distributional Effects of ECTA

The degree of adjustment required of states and localities to new
federal formulas and funding levels varies dramatically. Under Chapter
1, the states in our sample expected to lose f{rom &4 to 24 percent of
their prior year's funding if Congressional continuing resolution levels
were maintained. Districts with large concentrations of low-income
children and with little or no carry-over funding will experience the
greatest service reductions.

Under Chapter 2, tlie continuing resolution would have resulted in
75 states and the District of (Columbia losing more than 5 percent of
their antecedent program funds from the prior year, 13 states gaining

more than 5 percent, and 12 states receiving approximately the same

amounct.[2] Northeastern and midwestern states with declining

(2] "states Gains and Losses Under Block Grants,
March 24, 1982, p. 15.

" Education Week,
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populations and states with urban districts that received ESAA funds in
the past will suffer the deepest cuts., In most states, the majority of
school districts will gain from the block grant, while large, urban
districts will lose substantial amounts.

Urban districts in many states will lose half or more of their
antecedent program funds under Chapter 2, as well as substantial funding
from Chapter 1, federal child nuntrition programs, Headstart, and other
federal education programs. Une estimate places the potential Josses in
federal cducation aid to 28 of the largest urban school districts at
nearly 8300 million, with five cities experiencing over half of the
estimated reduction.|3] In several of our sample states, the largest
cities had received nearly as much aid under Chapter 2 antecedent
programs as the entire state allocation expected for this year. This
situatjion induced one SEA official to declave, '"This is not new
federalism; it's no federalism. . . . Block grants are just a way to cut
federal funds.”

The redistribution of federal education funds, both within and
among states,‘couplod with substantial (but as yet undetermined)
reductions, has affected state funding decisions in several ways. 1In a
few states with sufficient revenues, state education aid has been
increased slightly to help offset federal cuts. In others, where both
state and federal education revenues are declining, proposals for state-
level deregulation and "unmandating” have been offered in an attempt to
relieve fiscal pressures on local school districts., At the same time,
some states have begun to shift portions of their funding

responsibilities for specific education services to localities,

Chapter 2 Allocation Formulas

Allocalion formulas for Chapter 2 flow-through funds reflect
differential efforts te maintain prior funding patterns and varying
state commitments to special pupil populations. Of the states in our
sample, five stood to lose from 12 to 49 percent of their antecedent

program funds under Chapter 2 continuing resclution levels of funding,

1

(3] "Urban Scheools to Lose $300 Million Under Reagan's 1982 Plan,
Education Daily, March 1, 1982, p. 5.



one (Minnesota) would gain more than 15 percent, and the remaining three
would receive nearly the same amount. The big losers are states with
districts receiving significant amounts of ESAA funds: Alabama,
California, Georgia, Missouri, and Pennsylvania.[4] States that had
received primarily only Title IV-B formula allocations in the past will
experience the least change in overall allocation and the least
intrastate rodistribution of those funds.

As Table 3 indicates, high-cost pupil adjustments to the enrcllment-
based sllocations range from 12 to 60 percent of the flow-through funds
in our sample states. The Missouri and California formulas use pupil
weightings, and California originally planned to apply the formula only
after "hold-harmless" allocations to ESAA districts were made. These
would guarantee a certain amount of funds to pricr year ESAA
recipients.[5]

All of the formulas make some adjustment for low-income children,
ranging from 5 percent of allocations in Minnesota to 60 percent in
Massachusetts. TFive states with large numbers of rural districts adjust
for sparsity or small attendance areas to offset the diseconomies of
scale such districts presumably cxperience.

Two states take low district wealth into account: IMinnesota by
adjusting for low property wealth and Alabama by adjusting for high tax
effort in conjunction with low ecxpenditures. Kansas includes a small
adjustment for handicapped and gifted students, while Alabama has a
substantial adjustment for superior academic achievement. Of the states
in our sample, only California adjusts for students of limited
English-speaking proficiency.

Not surprisingly, the more urbanized states and those with
districls receiving substantial amounts of KSAA funding tended to make
the largest adjustments for low-income and other special needs students

in their formulas. They chose formulas, in part, to 'target the cities,

(4] ?gﬁnsylvania will actually receive a 3 percent increase under
Chapter 2 for FY 1983, but it had lost a substantial proportion of its

antecedent program funds between FY 1981 and TY 1582
[3] The Depdruvweit of Tducdse o dld uoe appruve Galllfuiuia's

original plan because of the hold-harmless provision.
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Table 3

STATE FORMULAS FOR LOCAL CHAPTER 2 ALLOCATIONS

% or
State Formula Factors and Measures Weight
Alabama(a)
Enrollment: No. of school-age children 80%
Low income: No. of Title I eligibles 8%
Tax effort: High local tax rate, low per pupil expenditure 2%
Academic achievement: No. of students scoring above 85th
percentile on California Achievement Test 10%
California(a)
Enrollment: Weighting for no. of schocl-age children 1
Low income: Weighting for no. of AFDC students
(unduplicated count) 2(h)
Limited English proficiency: Wecighting for no. of students
(unduplicated count) 2(b)
Colorado
Enrollment: No. of school-age children a3%
Low income: No. of Title [ eligibles if at least 15% 16%
Small attendance areas: No. of students in district if
less than 175 1%
Georgia(a)
Enrollment: No. of school-age children 50%
Low income: No. of free or reduced scheool lunch recipients
aor no. of AFNC students 50%
Kansas
Enrollment: No. of school-age children 88.1%
Low income: No. of Title I eligibles 9.3%
Special education: No. of handicapped and gifted students 2.1%
Sparsity: Population per square mile 0.4%
Massachusetts(a)
Enrcllment: No. of school-age children 40%
Low income: No. of AFDC stiudents 60%
Minnesola
Enrollment: No. of school-age children 85%
Low income: No. of Title I eligibles 5%
Economically depressed arcas: Ter pupil property valne in
lowest guartile 5%
Sparsity: No more than 5 students per square mile
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Table 3 (continued)

Missouri(a)

Enrollment: Weighting for no. of school-age children 1
Low income: Weighting for no. of AFDC students (added to

student count} 1(c)
Small attendance areas: Weighting for no. of students in

LEA if less than 250 {added to student count) 1(ed

Pennsylvania(a)

Enrollment: No. of school-age children 60%
Low incoma: No. of AFDC students 35%
Sparsity: Population per square mile 5%

(a) Subject to legislative approval.

(b) The formula for weighting special-need students is 2(no. of
AFDC students + no. of LEF students)/statcwide average of (no. of AFDC
students 4+ no. of LEP students). The formula is to be applied after
ESAA digtricts are held harmless at 63% of FY 1982 funding for FY 1983
and at 35% of FY 1982 funding for FY 1984. The minimum grant to any
LEA is $2500.

(c) The weighting for AFDC students is 1 If they are more than 20%
of the student population and 0.5 if they are 10% to 20%. The weight
for the number of students in an LEA is 1 if there are fewer than 250
students and 0.5 if there are 250 to 350 students. The maximum total
LEA weighting is 2.0.

which were considered toc have the greatest needs, while ensuring all
commnities an adequate award."[6]

Other states chose formulas that can perhaps be best explained by
pelitical values or mores. On the one hand, Minnesota, Kansas, and
Colorado share a strong local control ethos that incorporates a view
that all students and districts are equally deserving of state and
federal support for the kinds of quality improvement programs included
in Chapter 2.

{n the other hand, Ceorgia and Alabama, though neighbecrs and
similar demographically and in other ways, including their current year
LSAA allocations, have dramatically different formulas. Georgia
allocated half of the funds on the basis of poverty and half on
enrollments, 1In Alabama, the adjustment for high academic achievement

exceeds that for poverty because the committee felt that low-income

Giidladi sy aaes alicady osived by Clhiapter 1 and that Shaptocr 2 funds chowld

be directed toward curriculum enrichment.

___‘Té].ﬂﬁgport of Education Bleck Grant Advisory Ceommrittee to the
Massachusetts Board of Education," mimecograph, April 1982, p. 3.
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State allocation formulas also reflect differing views of the role
of federal aid in expanding educaticnal opportunities. States whose
formulas include large adjustments for low-income children tend to view
the allocation of federal aid to disadvantaged pupils as essential to
the achievement of Federal equity goals. A Massachusetts SEA official
expressed this view when he stated that it was ''criminal to include FSAA
in Chapter 2. It goes totally against the targeting principle.”

A California official voiced a similar concern about local
decisionmaking under the block grant, noting that effective targeting
depends on a higher level of government, rather than the inmplementing
level, taking the pclitical responsibility for directing the flow of
funds. A Colorado official who favors the block grant concept felt,
nonetheless, that block grants should be used for more generalized
purposes, such as staff development, while programs serving special
student populations should still be targeted to those students.

The Department of Education has rejected state efforts to direct
Chapter 2 funds to districts that formerly received large federal awards
by using hold-harmless provisions in their formulas. The department
refused to approve the Chapter ? applications of California, New York,
and Connecticut, which had planned to guarantee some praportion of
antecedont program funding levels to LEAs that had received ESAA funds.
Ultimately, these states found ways to define children in ESAA districts
as high cost and thus to incorporate them inte the formula. In
California's case, the negotiations with the department delayed approval
of the state Chapter 2 application until mid-September 1982, after the
school year had begun.

State Funding of ECIA-Related Programs

At the time of our wvisit, most state officials expected that the
ECIA funding cutbacks would not be offsct by increases in state funds
directed at similar programs or purposes. The states could net provide
such funding primarily because of the current lack of state

discreticnary money. In some cases, however, states preferred to use

available funds for state, rather than federal, priorities.



In states where budget deficits compound the problems created by
multiple federal program cutbacks, legislatures seemed to support
picking up child nutrition and AFDC services rather than education
programs. At least four of our sample states were limiting state
funding of special education programs. Three others were cutting back
basic education aid to LEAs.

The exceptions to this general trend are the states with small
surpluses and those with newly created sources. Georgia increased the
state compensatory education program appropriation from $12.7 million to
516 million. This increase will cxtend remedial programs for low-
achieving students to the tenth grade level. Another $5.5 million
will provide "high technology training' in vocational-technical schools,
and $50 million in new money will increase teachers' salaries and
funding for school cperations.

The Alabama legislature had also increased general state aid teo
schools at the time of our site visit, but it was forced to rescind much
of the planned increase in September 1982 hecause of unexpected revenue
shortfalls. The Colorado legislature was expected to increase basic
education aid and state supporti {or special education; any additional
fund increases for local districts would be specifically directed at
state board of education priorities.

States are unlikely to support SDE activities that had previously
received federal funds. Even states that are not experiencing serious
revenue problems are funding SDE budgets at static or declining levels,
Other education organizations that had received funds under the Chapter
? antecedent programs--siuch as institutions of higher education and
regional service units--will lose their direct federal support in mest
states since they have no claim to the 80 percent flow-through monies
and lack a constituency to argue for a portion of the state set-aside.

The regional units were created to provide more efficient special
services (such as staff development, curriculum assistance, and
cooperative service provision for special programs) to LEAs than many

small districts could themselves provide. We do not know the fate of

these service providers under Chapter 2.  In most states, thelr federal

funding will be diverted either to local or state educational agencies



and their services will be provided con a subscription or fee-for-service
basis.

On the one hand, local districts that are pressed for funds may
tind it difficult to pay for the asgsistance the regional centers have
provided in the past. On the other hand, particularly in states with
many small districts receiving increases but small total allocations
from block grants, the desirability of cooperative units for providing
staff development and other technical assistance services may heighlen
the viability and usefulness of these regicnal centers,

In fiscally conservative states, the effects on state and local
services of ECIA allocatien decisions and funding cutbacks will not ho
apparent for ancther vear or two hecause of the availability of
carryover funds in FY 1983. After thosc are spent, states and
localities with declining populations will have to adjust to what a
Missouri official called the "double whammy' effects of the loss of
federal funds and the lower entitlements of the 1980 Census. But, the
older, federally dependent cities in states that have been fiscally
stressed for several years have begun to retrench, and the already
visibly reduced service levels will only contract further in the years

immediately ahead.

PROGRAMMATIC PRIORITIES AND DECISIONS

Both Chapters 1 and 2 of the ECIA aim to give state and local
educational agencies more flexibility in deciding how to use federal aid
monies to advance federal purposes. The range of purposes cncompassed
by Chapter 2 is so great, in fact, that states and localities can really
decide Lo focus on any of the broad federal objectives that wmatch their
own prioritics.

Program mansgement decisions for both parts of the ECIA are also
more open than were their fererunners to state and local preferences.
The ECIA puts fewer constraints on how and how much SEAs and LEAs should
plan, monitor, audit, and evaluate their programs. This section

describes the areas of programmatic emphasis envisioned by SEAs for

their ECIA-funded activities and the program management decisions that

the SEAs have made.



Uses of the State Chapter 2 Set—Aside

The most formal exercise in priority-setting for the ECIA during
the planning phase occurred as SEAs--in conjunction with their advisoery
committees, bpards of education, and, sometimes, state legislatures--
decided how they would use the state portion of the Chapter 2 allo-
cations. In most states, the advisory committees have discussed the
use of these funds and submitited formal recommendations Lo the state
board for approval. In nearly all of our sample states, the recommended
plans must be approved by the state legislature, cven where the
legislature deoes not reappropriate federal funds. Table 4 summarizes
the plans for SEA uses of their Chapter 2 set-asides as of this writing.

Most states are devoting somo portion of the set-aside funds to SEA
activities in support of state board of education priorities. These
priorities usually center on local school improvement programs empha-
sizing basic skills and staff development. Funds are also designated
for such individual state concerns as capital improvement in Georgia,
youth employment in California, desegregation in Massachusetts, and
early childhood educatien in Missouri. California and Massachusetts
have singled out teacher centers for Chapter 2 support, while Missouri
has set aside funds for the preparation and retraining of teachers for
mathematics and science instruction.

Missouri's use of Chapter 2 funds to address a ncwly recognized and
pressing state need represents perhaps the best example to date of a
state's taking advantage of the opportunities offarcd by Chapter 2. A
rnumber of LEAs in Missouri engaged in annual perscnnel decisions had
reported sericus shortages of qualified mathematics and scicnce
teachers. The state responded to this problem by earmarking a portion
of its Chapter 2 funds for the retraining and upgrading of teachers'
skills in mathematics and scicnce. The program was Lo begin during the
summer when Chapter 2 allocations were received. In a fiscally strapped
state like Missouri, the ECTA might provide the only opportunity for
such a program to be offered quickly without waiting for a categorical

program to be created specifically for this purpose.



Table 4

STATE PLANS FOR THE USE OF CHAPTER 2 SET-ASIDE FUNDS

% of
State Use Sct-Aside
Alabama
Administration and management 100
Comment: State advisory committee was Lo consider in
detail at upcoming meeting.
California
SEA support for 7 arsas of need:
Academic curriculum and instruction 20
Youth employment 8
School c¢limate 6.5
Parent involvement in education 3.5
Community education 3
Assessment, research, and evaluation 21
Management assistance to LEAs 7
Small grants to LEAs in 7 areas of need 18
Teacher centers 3.5
State board activities and meetings 2.5
SEA administration &
Colorado
Technical assistance to LEAs on high-priority neecds 25-30
SEA support for stale board priorities not being met by
federal or state categorical programs 25
SEA administration 15-25
Dissemination of resources, curricula, and rescarch 5-10
Comment: High-priority needs are basic skills, account-
ability, improvement of local practice, improvement of
school climate, and coordination of staff development.
Geargia
SEA staff and ongoing activities, e.g., Title V programs,
technical assistance to LEAs, state professional prac-
tices program (based on state board priorities), and,
possibly, support for bilingual compensatory education 1060

Comment: State board priorities are school improvement
fcurriculum and instruction assistance, remcdial pro-
grams), equal opportunity (school finance and capital
improvement), professional competence (certification

and salavica), school somwunity rolationno, oswaluacien.



Table 4 {(continued)

Kansas
SEA support for state board priorities; strengthening
Title IV-C programs 100

Comment: State board priorities are teacher training,
equitable finance, and planning and evaluation (asscss-
ment of needs and establishment of goals).

Massachusetts
Instructional improvement programs and support to local

schools and LEAs in 4 pricrity areas 31
SEA leadership and support for planning, management, and

program implementation 60
Special projects: basic skills and civil rights 9

Comment: Priority areas are teacher education and in-
service training; instructional improvement programs;
student support services; and desegregation.

Minnesota
Administration and management 75
Competiiive grants to LEAs 10
SEA support for Title V activities, e.g., curriculum
planning and instructional support services 15
Missouri

Discretionary grants to local agencies for teacher and
principal training, early childhood education, and

teacher preparation for science and math instruction 74
SEA support for Title V activities and other state board
priorities 13.5
SEA administration 12.5
Comment: State board priorities arc teacher salaries,
basic skills, early childhood education, and vocaliomal
educatien.
Pennsylvania
Grants to LEAs for school improvement programs 20.4
SEA support for technology and innovation prejects 10.3
SEA field services to LEAs feor planning, curriculum devel-
opement, and other technical assistance 47.2

Some of states have designated particular portions of the setaside

funds to be used for grants to LEAs and other institutions in the manner

of tha carlisr Title IVl domencteation projestc. Theoeca funde will ke

used in some cases to support existing projects that have been federally
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funded; in other cases, the funds will initiate new projects designed to
further the designated state priorities. The substantial pressure on
many SEAs to send more than 80 percent of the Chapter 2 allocation to
local agencies is reflected in the plans for additional flow-through
monies in the Form of demonstraLion grants. In other states, however,
SEA staff expccted that all of the "promising practices" activities
funded by IV-C would end under Chapter Z.

Most states do not yet know the effects of Chapter 2 on state
administrative and support activities. Because SEAs depended heavily on
federal funds, reductions in their Chapter 2 support will significantly
affect on their capacity to provide (1) leadership, dissemination, and
tachnical assistance services to local districts and (2) the program
management and regulatory functions they have conducted for federal and
state categorical programs in the past.

The more prescriptive stdte set-aside plans may cause shifts in
categories of activities or constrain the management of the reguired
staff reductions. 8taff cutbacks will necessitate trade-offs among
program management strategies, based partly on state values and partly
on constraints. Many SEA officials teold us that monitoring, auditing,
and evaluation activities would be reduced; a few said they would
sacrifice technical assistance activities in order to conduct compliance
checks properly,

Research and information services seemed likely to decrease in most
states; only California carmarked a substantial portion of its set-
aside funds for assessment, research, and evaluation activities. In
Minnesota, the SEA evaluation staff arce now completely supported by fees
to LEAs requesting their services. In other states, evaluation services
are being reduced ar even eliminated, as are various kinds of infcrmation
services, including statistical publications and data management
activicies. A few SEAs hope to offset staff reductions for data
services by upgrading and enlarging their computer systems. Curriculum
and other technical assistance functions also appear vulnmerable. As

one SEA official put it, "The kinds of dollars available dictate what

services will remain--~and regulatory programs must come first.”



Local Uses of ECIA Tunds

Chapter 1. Under Chapter 1 of the ECIA, local uses of funds are
more flexible than in the past, but states still have some authcrity to
guide local activities. The extent of that authority is somewhat
uncertain, however, and many state Title | directors feel thal thevy are
walking a thin line between being too prescriptive and too flexible in
theivr guidance to LEAs.

While most states have not directly restricted local uses of funds,
Pennsylvania's guidelines suggest that Chapter 1 instruction he limited
to reading, mathematics, English, English as a second language, and
preschool. Several states have retained requirements for serving low-
achieving students at the school level, and scome have also kept
requirements for detailed needs assessment procedures to ensure that
whatever services are provided are carefully justified.

California and Minnesota require that LEAs demonstrate parent
involvement in decisions about fund uses. California's consolidated
application requires that district and school advisory committees review
local plans to see if prograns are directed te the needs of students
identified for services. In Minnesota, a parent representative from the
district or school advisory committee (or "other" parent group) must
sign the LEA application before it is submitted to the state.

Host states are fairly unprescriptive about fiscal accounting for
the use of funds, but they emphasize that supplanting is prohibited.
Pennsylvania's application consists almost entirely of assurances that
the law will be followed, but requires that a distinct audit trail be
maintained and state fiscal procedures be used. The use of formerly
applicable Title I provisions for administrative and fiscal procedures
is explicitly encouraged.

The nervousness that is felt in many states about the role of the
state in defining and enforcing proper uses of Chapter 7 funds is
raflected in a section of Pennsylvania's Chapter 1 contract that
requires the LEA to hold the SEA faultless if the SEA finds non-

compliance or does not audit and the LEA is found to be noncompliant
by the U.S. Department of Education. If the SEA has audited and found

compliance, it will defend the LEA against federal audit exceptions.



Since Chapter 1 aundits are generally conducted locally in Pennsylwvania,
the state is minimizing chances of becing held accountable for lecal
misuse of funds,

The lack of guidance from the federal government and many state
governments about what constitutes acceptable practice for using Chapter
1 funds has led many SEA officials to fear that local districts will
feel they have less flexibility than in the past with respect to such
matters as attendance area selection and conduct of school-wide
projects. One state official has identified at least ten former Title I
provisions designed to allow more gservice flexibility that are no longer
considered applicable to Chapter 1.[7}

Although a few states have specified that some of the flexibility
provisions of Title I can be used for Chapter 1, the threat of audit
exceptions has persuzded many state and local officials that they should
not attempt any methods of service delivery not specifically authorized
by the new law. DMany, however, have retained other state-level Title I
reguirements regarding student eligibility, evaluation, and service
comparability.

Chapter 2. The law specifies that local educational agencies are
to have complete discretion in using their Chapter 2 funds within the
stated purposes as long as they supplement and do not supplant state and
locally funded services. The SEA officials whom we interviewed planned
to take a hands off approach to the formal administration of Chapter 2,
but their willingness to use informal influence strategies varied from
state to state. Administrative perspectives on the state role ranged
from one official's saying "I tell LEAs to tell me what they want tc do

T

and 1'11 find a way for them to do it," to another's remark that the SEA
would "try jawboning' the LEAs to use their funds for staff development
rather than purchasing equipment.

Many S5EA officials predict that local districts will treat Chapter
2 funds as "soft" monmey, to be used to purchase books, equipment, or

microcomputers rather than direct program services. Their prediction is

based on the smallness of the funding (ranging from 34 to $10 per pupil)

and the expectation that it will decrease further in the years ahead,

[7] Charles M. Cooke, "Deregulation Through Consolidation,"
mimecgraph, Department of Education, State of California, Sacramento,
1981.



Most states are encouraging small districts to pool their funds in
the hope that cooperative arrangements will enable them to offer more
substantial services. B3EA officials are also concerned about the
planning capacity of small distriets that frequently have no central
office personncel to handle the planning, evaluation, and reporting
reguirements of federal programs. Most such districts have participated
only in the Title IV-B program in the past, which, because of its
discrete purposes (the purchase of instructional materials and
equipment) was administratively simpler than Chapter 2.

State and local adminisirators consider two aspects of Chapter 2
fund usage potentially troublesome. First, they may have difficulty
determining that funds have been used to supplement, rather than
supplant, locally provided services. The difficulty stems from the fact
that (1) a wide range of services can be funded by Chapter 2 and (2}
state and local revenue shortfalls are causing service cutbacks in many
districts.

A determination of nonsupplantation reguires a showing that federal
funds have not been used Lo provide services that would otherwise have
been provided with state and local monies in the absence of the federal
program. As one SEA official remarked, the nonsupplant determination
poses an 'unsavory situation' in times of fiscal retrenchment because
unambigucus compliance would require that programs cnce eliminated
cannot be reinstated wiith federal funds, even if they could nol have
been offered without the federal money.

Most SEAs have dealt with the nonsupplant issue only by requiring
assurances in the local application and, in some cases, advising LEAs Lo
use Chapter 2 funds for new programs or service categories that have not
been cut. This may mean that Chapter 2 purposes already sacrificed in
budget reductions cannot be rescued with the block grant mcnies. State
administrators generally believe that nonsupplant determinations will
have to be made on a case-hbyv-case basis during monitering or auditing.
As one commented, "We will know it when we see it."

The second potentially troublesome element of Chapter 2

administraticn involves the targeting of funds to public and nonpublic

school students. State and local administrators are concerned that,



while high~cost children will help to generate block grant funds for
local districts, the districts are not required to spend the funds on
services for these children once the money reaches the local level.

Administrators are also concerned about whether the "equitable
participation” of nonpublic school students means that those students
must receive a per pupil share of all the block grant funds, a pro-
porticon of eonly the nonadjusted allocation, or a share based on their
eligibility for the district-selected services. Although this provision
is similar to onc under Title IV-B, the access of nonpublic school
students 1o the wider range of services that may be provided under
Chapter 2 poses new guestions. Some Jocal officials fear that Chapter 2
allocations hased on high-cost students must be given to private schools
that have no high-cost children.

Nonc of our sample states seemed likely to require any kind of
intradistrict targeting of block grant funds based on high-cost
students, nor did any expect to previde much guidance on how--or how
mich--block grant meney should be spent on nonpuiblic school students. [8]
Most applications will require LEA officials to consult neonpublic
schools about their desire to participate and te give assurance that
equitable participation will be provided.

Colorade LEAs designate the targeted student population for each
Chapter 2 activity. One official there suggested that many districts
might submit a two-part Chapter 2 application, with one part similar to
the Title IV-B application providing for nonpublic scheol participation
and the other a public school services application. LEAs in most states
will be fairly free to determine how they will imnclude nonpublic schools
and their students. Missouri LEAs will avoid this question entirely if
the state is granted its request for a bypass of nonpublic scheol funds

on state constitutional grounds of church-state scparation.[9]

[8] The final regulations for Chapter 2, published after our site
visits, contain an equal spending provision for nenpublic school

students, tempered by allowable adjustments for their individual necds.
[2] Dy Ceptombor 1082, Micascuwsi's applisation had ctdill net hoon

approved pending resclution of gquestions as to how the bypass would be
administered by the U.S. Department of Education.
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Local decisions about the uses of Chapter 2 funds must be made in
consultation with parents and other interested pavties. In many states,
existing advisory committees are expccted to be used for this purpose.
In the states with mandated planning, evaluatien, and reporting systems
or school improvement-type programs, state officials hope that LEAs will
use existing decisionmaking structurcs to assess service needs and to
obtain public opinion on GChapter 2 plans. In this regard, the ECTA may
serve as 4 catalyst for the formation of consolidated, umbrella-type
comuittees for structuring citizen participation. It may alsc
strengthen the planning and assessment processes that already exist in
many schocl systems--often by state mandate--by providing the school

systems a source of discretionary funds.

SUMMARY

The ECIA presents numerous problems--as well as opportunities--
to state and local educational agencies. ‘The opportunities are best
characterized by the prospect of 3EAs and LEAs having greater leverage
to do what they want to do. Missouri, for example, intends to use
Chapter 2 funds to retrain and upgrade teachers' skills in mathematics
and science. Other states are using Chapter 2 funds to meet new demands
for upgrading technology training and to introduce ncw technologies into
schools.

Many state and local officials recognize that ECIA funds enable
them to address a number of other school Improvement concerns. The
paucity of funds, however, means ilhat in the near-term most attention
will be directed toward maintaining previously funded programs rather
than undertaking new initiatives.

The problems posed by the ECIA concern the funding reductions it
brings at a Ltime when other federal and state funds are also being
reduced, and the uncertainties it presents for decisiconmakers and
administrators. While the ECTA is intended to reduce administrative
burdens and eliminate unnccessary requirements--which, in turn, is

supposed to free administrative funds for services--it leaves

decisionmaking relationships unclear and compliance standards uncertain.

At the same time, the drastic cutbacks experienced by some states and



most cities could not be offset by any administrative savings, no matter
how large.

Services will certainly be reduced under Chapter 1 in nearly all
school systems and under Chapter 2 in at least the major cities. We do
not know whelher these districts will alse have fewer administrative
headaches or more discretion in the use of federal funds. By retaining
most of the major fiscal requirements of the former categorical programs
and devegulating only by uot specifying compliance standards, the
federal govermment has left states and lecalities in the unenviable
position of allocating less money without knowing what flexibility they
really have,

In additicon, former Title I provisions allowing particular
practices have been eliminated, while new comparability requirements
have heen added te Chapter 1. Tinally, Chapter 2 requires a new, more
complicated relationship between LEAs and nonpublic schools that will
impose significant administrative costs on districts with large numbers
of nonpublic school students.

The most frequently voiced concerns of state education officials
about ECIA administration are the lack of direction provided by the U.5.
Depariment of Education with respect to acceptable practices and the
lack of clarity about the S8EAs' authority. State officials who would
like to encourage innovative practices are worried that future andits
may not follow the nonbinding guidelines of the Department of Education.
The extent to which SEA rules may overstep federal bounds is unknown.

The changing naturc of anthority relationships among state
governmental actors complicates the SEAs' administrative task still
further. The increasing prominence of state legislatures and state
boards of education, and their coincident jurisdictional battles, leave
many state department officials unsure of what course they should pursue

in administering federal funds.



V. INTERGUVERNMENTAL TMPLICATIONS OF THE ECIA

In this, the final scction of this report, we examine the potential
offects of the ECTA on educatlion funding decisdions and its implications
for intergovernmental relations. We also look more closely at how the
consclidation will affecct the capacity of state educaticnal agencies to
support innovation and improvement cfforts and to provide leadership for
the achievement of state educational priorities. We conclude with
suggestions for future research on the effects of the ECIA on state and

local administration and on education programs.

THE FCIA AS A RESPONSE TO INTERGOVERNMENTAL AID PROBLEMS

The new federalism, as represcnted by the bleck grants of the
Omnibus Reconciliation Act, i1s based on the principles of decen-
tralization of decisionmaking, deregulation, simplification, and
increased flexibility. The ECIA incorporates all of these elements
of the new federalism in an attempt to improve the effectiveness and
efficiency of educational programs at the local level., These reforms
are based on the theory that, as federal demands and constraints
decrease, local administraters will be better able to direct federal
funds toward activities that support and augment, rather than conflict
with, local programs. In sum, more deollars will be used to support
appropriate services to students, and fewer will be spent on
administrative costs,

The extent to which the ECIA will achieve these goals may be
assessed, in large part, in terms of the degree to which the law
minimizes the external requirements or uncertainties that lead to the
distraction of administrative attention and goal displacement within

the local system.[1l] In assessing how well the ECIA may be expected

[1] Goal displacement cccurs when increases in the variety of
funding and authority arrangements in an organization's environment
create a system of fragmented centralization. This system, based on

cembtral funding and centweols in divesmos opecialiscd arscas- -without
policy integration or centralization of general authority--generates
lower-level bureaucracics that are crganized around environmental
demands and are increasingly decoupled from actual educational work.
The effects of this decoupling on educational programs have been



to accomplish these tasks, however, one should distinguish betwecen
consolidation and deregulation as policy goals and the ECIA itself,
which represents consolidation and deregulation under unique
circumstances,

Among the environmental factors that will affect ECIA imple-
mentation is its passage through 4 hurried budget reconciliation
process. As a result, the act lacks detail and specificity as well as
legislative history to facilitate its interpretation. In addition, the
Department of Education has taken a deliberately unprescriptive approach
to rulemaking, eclarifying a few guestions in regulations and leaving
most issues to be addressed in interpretive memoranda and nonbinding
guidelines.

Other uncertainties at the federal level include the future shape
and funding of federal education programs and the status of the
Department of Education itself. In addition to the preoposed elimination
of the department, the division of responsibilities among it, the Offico
of Management and Budget (OMB), and the General Accounting Office (GAO)
creates new administrative uncertainties. The GAO will deovelop the
audit guide for the ECIA, OMB will outline the compliance requirements,
and the Department of Education will administer the law in a manner that
has not yet been fully clarified.[2]

Finally, fiscal retrenchmant at the state and local levels will
affect ECIA implementation aleong with that of other education programs.

Moreover, the ECTIA represents a reduced level of Federal support for the

described by John W. Xeﬁé}, The Impact of the Centralizatién of

Educational Funding and Control on State and Lecal Orgdnj7atlona

Governance, Stanford University, Institute for Research on Educational
Finance and Governance, Program Report 7%- BZO August 1979; Jane
Hannaway, The Problem of Information and Regulation: The Case of
atPgorlcal Education PLovrams Teachers College, Columbia University,
New York, September 1980; Taul T. Hill ot al., The Effects of Federal
Education Programs on School Principals, The Rand Corporation
N-1467-HEW, February 1980; Jackie Kimbrough and Paul T. Hill, The
Agsregate Eff@cts of Federal Programs, The Rand Corporation, R-2638-LD,

February 1981; and Edgar Klugman et al., Too Many Pieces: A Study of

Teacher Fragmentation in the Elgmgptarg School, Wheelock/Malden en Teacher
Cuips Cullabeovative, Deosteon, Julsy 1070,
[2] "States Prepare for New Block Grant Responsibilities,

?

Education Daily, April 1, 1982, p. &.
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programs it includes, and Chapter 2 is such a small preoportion of
federal education funding and intergovernmental aid generally that it
may attract little attention to the admirable program geals listed
above.

Given these contextual influences and the particular clements of
the law ditself, what can the ECIA accomplish in addressing the problems--
implementation, effectiveness, efficiency, and accountability--of
intergovernmental aid programs? In the perceptions of most of our
respondents, the ECIA will help to solve some implementation problems
while creating some new cnes.

The EC1A has the potential to increasc program effectiveness and
efficiency by providing more flexibility. The likely atrophy of scome
federal purposes under the ECIA, however, may have negative long-range
effects on local educational practices. The new act may increase
accountability at the state level by involving statewide adviscory
committees and state legislatures, but because it does not really
decentralize authority, it may leave most problems of political

responsiveness unsolved.

Implementation
The implementation problems that have plagued federal education

programs are basically characterized as administrative concerns:
excessive paperwork, cumbersome procedures, lack of clarity, difficulty
of coordination, prescriptive regulations, and unworkable divisions of
authority. These problems impede the smooth functioning of programs by
diverting administrative attention from substantive program goals to
administrative matters that then begin to take precedence over efforts
te improve educational services.

In some ways the ECIA will reduce administrative burdens. BState
and local applications for Chapters 1 and 2 funding are shorter than
those for earlier programs and appear to be simpler in most states. The
elimination of multiple applications and reporting systems under Chapter

2 will help states and localities that participated in past programs.

Districts with large numbers of nonpublic school students, Lhough, will
assume mere substantial administrative tasks for including those schools

in planning and services than was previously the case.



The administrative paperwork burden for LEAs will vary sub-
stantially from state to state, depending on state application and
reporting requiremsnts. For cxample, Chapter 1 applications range
in size from one page in Kansas to 40 pages in Georgia. Simplified
application procedures may be misleading, however. As a Massachusetts
official told us, "Local districts will still have to maintain the same
records as they have in the past, so deregulation won't really be felt
at the local level."

The goal of reduced record-keeping requivements under the ECIA is
unlikely Lo be widely realized because of the law's failure to address
two other administrative concerns menticned above: clarity of
requirements and divisions of authority. States and localities do not
know how they will be expected Lo demonstrate compliance with the new
law or what degree of authority they have to set their own policies and
standards.

Ironically, the lack of regulatory preseriptivenecss (among other
reasons) led our state respondents to believe that they would have less
discretion in administering the law. This perception stems not from a
desire on the part of state officials for federal regulation but from a
recognition of the fact that the KCIA does not truly decentralize
decisionmaking authority.

Although Chapters 1 and 2 of the act give more responsibility
for decisionmaking to states and localities, Chapter 3 retains federal
authority to deliver sanctions without providing clarification as to
the limits of federal, state, or local powers. While Lhe act requires
decentralized decisionmaking--in the sense that many decisions are
denied to the Secretary of Education--the shifting of other decisions
from rule-based to discretiocnary in rlact heightens the importance of
the central decisionmaker.

Taken together, the various provisions of the ECIA significantly
centralize decisionmaking. Lacking clear guidelines, states and local
districts must base their decisions on what they think will be

acceptable to the Department of Education and, ultimately, the GAOD

auditors. The constraints of uncertainty can prove more limiting than
objective constraints that, once satisfied, would define a sphere of

allowable discretion.{3]

[3] Excellent analyses of organizational responses to uncertainty
are found in Paul R. Lawrence and Jay W. Lorsch, Organization and



By retaining important fiscal requirements and granting broad
enforcement powers to the secretary while failing to define compliance
standards, the Administration is pursuing a ceourse of nonrcgulation
rather than deregulation. This course creates a kind of federal control
that is less predictable because authority remains centralized but
guidance does not.

Ultimately, the potential of the ECTA for improving education
program implementation will depend on the degree to which the Department
of Education reduces the administrative uncertainties that constrain

state and local decisionmaking and create administrative burdens.

Effectiveness

The ECTA presents both opportunities for and dangers to program
effectiveness. The dysfunctional conscquences of former categorical
prograns may be reduced under Chapter 2 because funds wmay be pooled for
high priority services and programs rather than confined in specified
amounts to discrete single-purpose activities too small to effect real
change. Owing to the meagerness of most distriet allocations, though,
even pooled funds may be inadequate to support significant innovation.
Districts that lose substantial funds under the new Chapter 2 formula
will have & still more difficult time resisting local political
pressures to apportion funds among all of the previcus federally
supported activities. Even those that retain only high-priericy
programs will be faced with managing service reductions rather than
growth opportunities in those programs.

Although apparent opportunities under Chapter 1 for more flexible
uses of funds in conjunction with local programs and priorities suggest
the possibility of greater program effectiveness, at least three
features of Chapter 1 may work against this outcome. TFTirst, omission
from Chapter 1 of a number of Title I provisions allowing greater LEA
flexibility and discretion with regard to targeting creates uncertainty.

Many state officials believe that this omission will reduce local

Buviruiielt, Tiuhdrd Tr. IL\»‘LLl';_fzili_,‘Eﬂﬂx&ewuud, 1202, annd Jages D.
Thompson, Organizations in Action, McGraw-Hill, New York, 1967.




discretion in tailering services and pregrams to meet scheol and student
needs. Second, the change in targeting requirements may increase
possibilities for appertioning funds and services among more schools and
students. Most states, however, are maintaining eligibility and
evaluatien reguirements that tend to encourage the concentration of
services. Third, a substantial funding reduction, which mcst states
either will not or cannot address, accompanies Chapter 1.

Demonstrating program effectiveness under the ECIA may be more
difficult than under the antecedent programs. Specific evaluation
regquiremernts have been dropped from the law, and many states are
uncertain as to what kinds of evaluation and reporting requirements they
can impose on local districts. Some are nonetheless taking a fairly
directive approach to the question of evaluation, fearing, on the one
hand, that failure to do so will result in inadequate statewide
evaluation reports to the Department of Education and, on the other
hand, that failure to demonstrate program effectiveness will undermine
political support for the programs and lead to their eventual
elimination at the federal level.

Even states that recognize the need for systematic program
evaluation feel hampered in at least two respects. First, the success
of Chapter 2 programs will be difficult to evaluate becauss of the wide
range of disparate program purposes allowed and Lhe small amount of
money devoted to them. Second, the effects of these expenditures across
an entire state, particularly where the funds are treated as "soft"
money, will be difficult to determine.

State officials who view the consolidation as undercutting support
for research and development at the state level foresese a more far-
reaching problem. Because Title V support for strengthening state
educational management and Title IV-C support for demenstration projects
and dissemination of promising practices are folded into the block
grant, funds are no longer earmarked for SEA research, evaluation, and
information services.

As we noted earlier, respondents in many of our sample states

reported that research and developnent activities were being reduced to
maintain other, more visible and immediate functions. Furthermore,

institutions of higher education and regional resource centers, which
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have alsc supported significant rescarch and development with antecedent
program funds, are omitted from the formula alleocations under Chapter 2.
These changes have long-range implications not only for the evalunation
of education programs but also for the future of educational improvement
efforts.

The national goal of continued improvement and renewal of Lhe
educational system requires that state and local educational agencies
invest in program and staff development activities based on knowledge of
promising practices as well as fecdback on system performance.[4]
Historically, schocl systems have underinvested in R&D activities.

Local educaticnal agencies tend to neglect research and development
for a number of reasons. They are precccupied with the pressures of day-
to-day operations; they reccive few immediatce district-specific returns
on such investments,; they must respond to political pressures to maxi-
mize services and minimize "superfluous' activities; and they have
lacked experiise at the local level. Until the last decade, states also
underinvested in rescarch and development becausc the state role in
educational improvement was considered limited and because little
investment and human capital was available in state educational
agencies.

Over the past decade, federal ecducatjon programs have strengthened
the capacity of state and local educstional agencies to generate and use
innovative strategies, This has been accomplished largely by earmarking
funds to SEAs for these specific purpeses. The primary sources of these
funds are now consolidated in Chapter 2. As we noted, the state legis-
latures in all of our sample states--even those that incrensed aid to
local districts--have cut back SEA support. Although a few states,
including California and Massachusetts, have earmarked a significant
portion of GChapter 2 funds for research and development, these funds
represent & reduced level of R&D support.

The use of new educational techmnologies supported by Chapter 2 will
likely reflect the potential disequilibrium between the supply of and

demand for knowledge of educational improvement strategies. A number of

[4] Themas K. Glennan, Jr., "Renewal and Improvement of Flementary
and Secondary Education: Some Speculations Ceoncerning the lmpact of
Federal Policy," Remarks at a conference held at The Urban Institute,
Washington, D.C., June 23, 198Z.
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states have decided to pursue "technology initiatives'
Chapter 2 funds and supplemental state monies. In addition, the small
amount of Chapter 2 funds going to local districts and their expectation
that the program will disappear have led some LEAs to designate the
funds for equipment purchascs--often microcomputers--rather than
personnel.

The purchases of microcomputers and other new educational tech-
nology packages may leave many states and localities with powerful
tocls for educational change but limited knowledge of how to use these
tools with existing staff resources and habits of program management.
Whether states and localities can overcome the disincentives to invest
in the production and dissemination of this knowledge without the
presence of a clear federal role remains to be seen.

Before the ECIA can increase program effectiveness, the federal
government must (1) provide relatively stable funding, (2) set program
parameters, and (3) define the limits of SEA discretionary authority and
the states must understand the federal guidelines. Educational improve-
ment stralegies and resources, especially, require federal funds te
ensure their development, dissemination, and utilization. Although
the states can take the lead ocnce funds, guidelines, and discreticnary
authority are established, the federal government must take the
responsibility for stimulating research and development. As of this

writing, the federal government has not indicated its intentions.

Efficiency

Block grants and the deregulation accompanying them are supposed te
cncourage more efficient service delivery by reducing administrative
burdens and costs and improving the targeling of resources. The
climination or reduction of fiscal constraints should, theoretically,
reduce accounting and record-keeping and resources for services so that
they may be directed to areas and populations of greatest nced.

Most of our respondents thought that the ECIA might lead to a

grealter concentration of resources on identified areas of need,

primarily because of the Chapter 2 consolidation. Few believed,
however, ithat it would reduce administrative burdens substantially--

and certainly not enough to offset the decrease in funds--partly because



the ECIA retains the major fiscal reguirements of the antecedent
programs and partly because state educational agencies must assume
increased administrative responsibilities. Furthermore, the ECIA
increases state and local obligations by requiring SEAs and LEAs to
include nonpublic schools in the planning, design, and delivery of
Chapter 2 services.

The consolidation way improve the targeting of resources if state
and local educational agencies can resist pclitical pressures to
allocate funds to all special interests represented by constituent
groups. Controls had tc be placed cn previous block grants because
concessions to these political forces tend to undermine federal purposes
when the funds arc treated as general aid. The ECIA provides little
specific guidance for targeting under Chapter 1: the law scems to allow
for greater diffusion of funds (through the "all such children” pro-
vision) while leaving unresolved such questions as local discretion
in targeting funds to previously served schools and students as well as
to all students in schecls with heavy concentrations of poverty.

The efficient use of BCIA resources will ultimately depend on how
well states and localities can develop simpler, less intrusive, and more
educationally appropriate procedures for allocating and tracking funds
to programs and students. The chances that they will modify or abandon
previously used, cumbersome, or inefficient methods of service delivery
will increase if they know what compliance standards will apply to such
matters as the selection of eligible attendance areas and students under
Chapter 1, the equitable participation of nonpublic school students
under Chapter 2, and the demonstration of nonsupplantation under both
chapters. To the extent that SEAs--in the face of gquestions about their
own authority--aggressively confront these matters, localities will be
more likely to depart from past practices. To the extent that guidance
is lacking, the ECIA will likely encourage conservative responses that

retain most of the procedural trappings of past categorical programs.



Accountability

Accountability in service provision reguires political respon-
siveness and feedback about program results. The responsiveness of
a political system is a measure of the degree to which it can convert
incoherent and diffuse public preferecnces or goals into specific,
responsive public decisions and institutional actions.[53] In theory,
the involvemant of generalist, clected officials in programmatic
decisionmaking increases accountability because elected officials have a
better sense of popular wants than appointed officials and becausc they
are held accountable for program results through the electoral process.

Although block grants Lypically provide for the involvement of
elected officials, the ECIA follows the pattern of most categorical
programs in specifying the state executive agency as the body
responsible for submitting plans and evaluating programs.[6] The
Chapter 2 requirement for a statewide advisory committee somewhat
offsets the burcancratic orientation of the law, but the commiltee is
appointed by the governor and is intended only to advisc the SEA.
Nonetheless, we found in our sample states that initially, at least,
state legislatures and elected boards of education are likely to play a
significant role in oversecing the uses and allocations of ECTA funds.

According to recent studies, the invelvement of state legislatures
is likely to improve state agency accountability and to enhance the
prospects for full state support of grant projects.[7] State agency
officials reported that legislative oversight "led to a clearer
statement of state pricrities and a stronger commitment by the state,

not just an agency, to particular programs.'{8] Furthermore, the

[5] Adviscry Commission en Intergovernmental Relations (15807).

[6] General Accounting Office, Federal Assistance Sysiem Should Be
Changed to Permit Greater InvolvemenL by State Legislatures, hashlnoton,
.¢c., U.5. Government Printing Office, 1980.

[7] Ibid. and "Report on the Prevalence and Lffect of State Laws
Requiring Legislative Reappropriation of Federal Funds Intended for Usec
by Public Agencies and Institutions of the State,” Office of the General
Counsel, Department of Health, Education, and Welfare, Washington, D.C.,

February 197%.

& Cemoral Aoosocuntin OLLdon 1aan LR
& 3 EI 4




legislative reappropriations process apparently caused no excessive
delay nor did it increase inefficiency. State legislative invelvement
appears to benefit federal interests while strengthening the federalist
syastem by balancing intergovernmental and interbranch authorities.[9]

While some state officials in our sample expressed concern over the
uncertainties created by legislative oversight, others cited such
benefits as increased knowledge of and commitment to federal programs
and their purposes. Although this legislative interest is not attribut-
able to the ECIA, the act may bencfit from its existence.

SEAs with reduced staffs may, however, have difficulty responding
toe the information demands that increased legislative involvement will
impose. As we noted earlier, information and ecvaluation services have
thus far been cut substantially in many SEAs with declining resources.
Furthermore, cvaluation--an aspect of accountability--may suffer because
of both the diverse mature of the consolidated Chapter 2 programs and
the uncertainty among SEA officials about what evaluation requirements
they can impose on local districts. Even if evaluation requirements
were move carefully defined, traditional evaluation may not be appro-
priate for a program distributing so little money so widely for so
many program purpcses.

At the loeal level, cuts in evaluation resources, as well as
difficulties in evaluating the diffuse Chapter ? program without state
assistance or guidelines, may crode accountability. Moreover, the
repeal of advisory committee requircments threatens to cut local
bureaucracies off from constituent opinion. KRespondents in most of our
sample states expected Lo see parent advisory councils disappear in some
LEAs but thought they would be retained in some form in the majority of
districts. Most states that require LEAs to systematically consult
client group representalives encourage the LEAs to retain parent
advisory councils tc satisfy that requirement. Many state officials
view the prospect of simpler, more rationally structured advisory
committees emerging in districls that had previously had many small,

overlapping units as a potential benefit of the new law.

(9] Carol S. Weissert, "State Legislatures and Federal Funds: An
Issue of the 1980s," Publius, Vel. 11, Summer 1981, pp. 67-83.



Maintaining Federal Interests

Federal grants give states and localities the financial wherewithal
to pursue federal goals. Below, we assess the effects of the ECIA on
two areas traditionally promoted and sponsored by the federal govern-
ment: research and development and equal educational opportunity.

Support for educational research and improvement is onc of the
longest standing federal roles in education and was one of the primary
purposes of the original Department of Education, formed in 1976. This
goal figured prominently inm the National Defense and Education Act, the
Cooperative Research Act, and the Elementary and Secondary Education Act
of 1965. Tederal programs of the 1970s explicitly recognized the need
to develop the capability of state and local educational agencies to
generate and use research and development findings.

The resources supporting educational renewal in states--trained
personnel, dissemination networks, organizations involved in demon-
stration projects, and investment capital--have increased the supply
of innovative strategies available to local districrs. Other policies
that have focused attention on cducational needs--student and teacher
competoncy testing, planning and assessment requirements, and the
introduction of new technologies--have created g demand for change
and for information about promising practices.

The EC1A, however, largely eliminates federal protection of the
state and local R&D function. As demands for educational improvement
knowledge increase with concurrent needs to adapt to declining resources
in the face of heightened expectations, the supply side of the
educational improvement market may collapse because it has not been
treated as a federal function worthy of protection. The use of
educaticnal improvement knowledge may also atrophy if states and
localitics cannot afford to support existing dissemination networks.

Similarly, the Emcrgency School Ajd Act provided funds to districts
undertaking desegregation. The federal role in promoting equity has
gone bevond nendiscriminatien enforcement te the provision of incentives

for affirmatively redressing the effects of past discrimination, as
under ESAA.



The inclusion of ESAA in Chapter 2 largely eliminates federal

financial support of desegregation. Moreover, ESAA's demise has a
further consequence for nondiscrimination. The Education Department's
Office for Civil Rights (OCR), charged with enforcing nondiscrimination,
had sign-off responsibility on ESAA grant applications. This authority
gave OCR enormous leverage in reviewing school district treatment of
protected groups. LEAs complied with OCR dictates rather than lose ESAA
funds. [10}

At least in terms of R&P and equity, the ECTA will likely lessen
the pursuit and implementation of federal purposes. The reasons are
pelitical. The federal government became invelved in thesc matters
because states and localities were unable or unwilling to address them.
Federal intervention in the form of direction, oversight, or financial
backing was needed because Lhe goals were politically unpalatable or
tacked promising (and immediate) returns on investments. Moreover, a
certain amount of regulation was necessary to prevent funds from being
treated as general aid.

State and local officials are unlikely to support functions that
are not highly visible or that do not have substantial popular backing
for reasons of constituency satisfaction, interest group pressure, lack
of investment capital, or disinterest. They must be ocffered some
incentive to invest in these efforts. Hevetofore, the faderal govern-
ment has coften provided that incentive by absorbing pelitical and/or
financial costs.

With no clear incentive to do so, many states and localities will
not support these federal goals. Significant R&D investment, for
example, is unlikely in the face of demands for higher teacher salaries.
Given the present decline in overall educational resources, conly the few
gtates that have developed their own political commitment may be

expected to pursuce these goals.

[10] Dawl T. 1111 and Ellen L. Masks, Tedexal Influcncs Over Dtatko

and Lecal Government: The Case of Nondiscrimination in Education, The

Rand Corporation, R-2868-NIE, December 1982.




SUMMARY ANB CONCLUSIONS

The ECIA represents a small first step toward realigning the

federal intergovernmental aid system. It is a swall step both because
the consclidated programs represent a tiny fraction of education
revenues and because the amount of real deregulation accompanying the
new law is wminimal. Indeed, in some ways the ECIA increases the
importance of centralized decisicnmaking because it is being admin-
istered through a policy of nonregulation, i.e., nonspecificity,
rather than deregulation.

Although marginal, the changes in intergovernmental education aid
introduced by the ECIA will have important effects on federal and state
educational policies and policymaking. As the first of the Reagan
Administration's proposed education block grants, it has significant
precedential value for decisicmmakers at all levels of government. In
addition, its redistributional consequences for some jurisdictions are
important, and its implications for certain federally supported purposes
and activities are profound. Much of the ultimate effect of the ECIA on
education programs will depend on the states' responses to the new
responsibilities vested in them. Many of these responses will be shaped
by acticns not yet taken by the Department of Education.

The redistributional effects of the ECIA consist of shifts of funds
from cities, colder urbanized states with declining populations, and
public scheool students. The general direction of these redistributions
from more to less disadvantaged populations led one chief state school
officer to characterize the law as a precursor of the "new feudalism."[11]
Some states have sought to offset these redistributional effects by
enacting Chapter 2 formulas that direct funds to districts and students
previously served by the antecedent programs either through hold-harmless
provisions or substantial poverty adjustments. TFew states have been
willing or able to compensate for federal funding losses by augmenting
similar-purpose state categorical programs. The substantial reductions
in Chapter 1 funds, especially, seem unlikely to be offset by state

fund increases.

[11] "Chief State Schoo] Officers Want a Word with Federal
Policymakers,' Education Daily, April 1, 1982, p. 6.
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Programmatic effects will vary substantially from state to state.
Nearly all districts will reduce Chapter 1-funded compensatory education
scrvices, but the degree of local flexibility in using those funds will
depend largely on the willingness of SEAs and LEAs te risk cxercising
discretion that they arc not sure they have. Chapter 2 programs at the
state level will reflect state prioritics probably better than previous
federally supported activities, but Llhey will serve some federal
purposes--like research and develcpment--less well in most states. The
federal role in financing desegregation efforts will largely disappear.

Locally, Chapter 2 funds are expected to support materials and
equipment purchases (especially those supporting new technologies) and,
where resources are sufficient, basic skills programs. Some state
agencies will enccurage staff development activities, but these will
most likely represent a reduced level of support from previcus programs.

Politically, the ECIA, along with the other new block grants, will
place more pressure on state-level actors from constituent groups that
previcusly addressed themselves to the federal government. On the cne
hand, this process is likely to encourage the involvement of elected
officials in decisionmaking and may thereby heighten accountability. On
the other hand, it may also lead to the diffusion of funds if officials
accede to special interests in fund allocation decisions.

The potential for improved accountability may also be undermined
by the reduced capacity of state and local educational agencies to
effectively evaluate their new programs, ecspecially if political
pressures to eliminate "nonessential” activities continue. Declining
federal and state revenues imply less evaluation and, hence, less
accountability.

State officials in our sample believe that the administrative
aspects of the ECTA--those most likely to affect its implementation and
those most important for intergovernmental relations--present the
greatest problems. They are keenly aware of the ambiguities in Chapter
3, which effectively extends responsibilities to states with one hand

while withholding controls with the other.



State officials consider the retention of ultimate authority at the
federal level without clear enforcement standards tc be more limiting than
specific regulations. Many would prefer the explicit delegation of
authority to the states in the form of a provision that the standards
adopted by state agencies and approved by federal agencies will provide the
criteria for compliance reviews and audits. Without this provision, most
state officials maintain that deregulation has net occcurred.

The numerous ambiguities created by the passage of the ECTA and its
administration by the Department of Educalion were pointed cut to us
again and again by state administraters. The department’'s unrespon-
siveness to questions of clarification was seen as an administrative
hindrance by most and as a potential threat by many. Unpredictability
is one of the most significant obstacles to effective program imple-
mentation, and the prospect of unanticipated audit exceptions seemed
to trouble state-level program planners as much as the possibility of
further reductions in federal funds.

In sum, while most state officials agreed with the intent of the
FCIA and thought that it created oppertunities for more effective and
efficient service delivery, they also pointed ocut significant short-
comings in the act that tend to subvert the purpcses of consclidation
and deregulation. Their comments and policy responses suggest that
future efforts at redefining the federal role should include at least

the three following important features:

o] A more careful sorting of federal, state, and local functioms,
with explicit protection for federal purposes not likely to he
assumed by smaller juvisdictions

o Clearly specified rules to meet essential federal requirements

o Explicit delegation to states and localities of authority over

the uses of other consolidated program funds.

More careful attention to these features wmight produce a new

federalism that addresses the preoblems of the old federalism without

undermining its accomplishments.



RECOMMENDATIONS FOR FURTHER RESEARCH

The conclusions of this report are based on a review of state
planning and preliminary decisjonmaking processes and the expectations
of state officials regarding the ECIA's effects., Further research on
its effects should focus on the administrative and programmatic changes
that actually occur after it is implemented. Specifically, future

studies should examine:

0 The degree to which the ECIA actually reduces administrative
burdens, minimizes rccord-keeping and reporting, and provides
more flexibility for state and local program decisions

o The degree to which the ECIA results in the distribution of
federal program funds to functional areas and populations of
federal interest

o] The extent to which the ECIA encourages more coordinated
program planning, better targeting of resources, and incentives
for the demand and supply of educational improvement strategies

o] The ways in which the ECIA either increases or decreases state
and leocal contrel over educational policy decisions

o] The effects on program decisions of the increased involvement
of state legislatures, state boards of education, governors,
and other state-~level actors

o "he effocts on state and local decisionmaking of the regulatory
and informal influcnce strategies adopted by the U.S.
Department of Educatiou, the Dffice of Management and Budget,

and the General Accounting Dffice.

Planners of future initiatives under the banner of the new
federalism should take into account the intended and unintended
consequences of the ECIA's approach to consolidation and deregulation.
Most important, they must understand the federal grant-in-aid strategies
that can preserve federal interests while promoting state and local

control over decisions best made at those levels of government.
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