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The Quest for a Targeted and )
Effective Title | ESEA:

Challenges in Designing and
Implementing Fiscal

Compliance Rules

NORA GORDON AND SARAH REBER

Title I ESEA faces a fundamental tension in achieving its goal of improving outcomes for disadvantaged
students. On the one hand, districts may fail to target federal funds to the intended recipients. On the other
hand, regulations meant to ensure proper targeting can interfere with the efficient use of funds. Congress
attempted to address concerns that Title I's fiscal regulations limit flexibility and lead to fragmented in-
structional programs by authorizing the use of schoolwide programs. We argue that, despite increasing up-
take of the schoolwide option, misconceptions of Title I's fiscal rules likely still prevent many schools operat-
ing schoolwide programs from taking full advantage of the flexibility the schoolwide designation allows and

putting Title I funds to their best uses.

Keywords: Title |, intergovernmental grants, federal education aid, fiscal rules

Fifty years after its passage as part of President
Lyndon Johnson’s War on Poverty, Title I of the
Elementary and Secondary Education Act
(ESEA) remains at the center of the federal role
in elementary and secondary education in the
United States. Title I aimed to increase oppor-
tunity for disadvantaged children through an
influx of federal funds to the public and private
schools serving them, awarding funds to
school districts based largely on a proxy for
child poverty counts. Congress intended for lo-
cal districts to target their grants to their high-
est poverty schools and, within those schools,
to direct services to the most educationally de-
prived children. From the start, it has proved
challenging for the federal government to en-
sure that districts direct their Title I money
solely to the program’s intended beneficiaries.

Beginning with the 1994 reauthorization, and
consistent with research findings from the
Coleman Report (1966) suggesting that revenue
alone does not guarantee student success, an-
other key federal goal emerged for the pro-
gram: ensuring the effective use of funds in
improving student outcomes. We argue that
the goal of preventing any leakage of federal
funds beyond the target population can be at
odds with the goal of using those funds most
effectively to improve educational outcomes
for disadvantaged students.

Early in the program’s history, and in re-
sponse to highly publicized and egregious mis-
uses of funds, Title I's fiscal rules transformed
it from something close to general aid into a
much more restricted and closely monitored
source of categorical aid for the disadvantaged.
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Observers soon noted that these restrictions
hindered the ability of schools to best use their
grants, and new rules soon emerged attempt-
ing to preserve the targeting of aid while simul-
taneously seeking to promote effective uses of
funds by allowing some flexibility in the use of
funds. That tension is the subject of this arti-
cle: how successful are the fiscal rules govern-
ing Title I today and especially its schoolwide
program option—both on paper and as per-
ceived by program administrators—at striking
this balance? We argue that many programs
are schoolwide in name only, and more needs
to be done to address these long-standing but
low-profile issues.!

In this article, we argue that though prog-
ress toward more effective use of Title I funds
has been made, the problem is far from re-
solved. Our argument draws on three main cat-
egories of evidence: the policy history up to
and including the fiscal rules in place today;
interviews with school district Title I adminis-
trators, which provide information not only on
how they spend their funds but also on how
they understand the fiscal rules; and analysis
of how Title I funds are spent in two large,
highly disadvantaged districts.

In sum, we find that in many cases percep-
tions of the fiscal rules have not caught up
with the legal reality for schools operating
schoolwide programs. Many of these schools
appear to still use Title I funds to pay for
things that appear more extra or supplemen-
tal, as opposed to core, though it is difficult
to assess just how integrated Title I expendi-
tures are with the rest of a school’s function-
ing from available data sources. This may be
in part due to the fact that total Title I fund-
ing in many schools is not enough to finance
substantial components of the core instruc-
tional program on its own, but we also find
evidence of misperceptions about what is al-
lowed on the part of administrators. The in-
terviews also revealed that district Title I ad-
ministrators rely on state administrators,
more than federal documents or actors, for
information about permissible uses of funds.

ESEA AT FIFTY AND BEYOND

Thus, any federal or other efforts to provide
more transparent guidance on Title I rules
should pay particular attention to the role of
state education agencies in disseminating
such information and to the variation in ca-
pacity across state education agencies.

METHODS AND SOURCES

We begin by reviewing the policy history of
ESEA Title I, leading up to the current compli-
ance requirements, with particular attention
to schoolwide programs. For this discussion,
we draw on the law itself; the U.S. Department
of Education’s body of nonregulatory policy
guidance documents, written for an audience
of state and local education agency federal pro-
gram administrators; the compliance circular
produced by the Office of Management and
Budget (OMB) providing more detailed guid-
ance for the auditors; and technical assistance
documents from nongovernmental sources
that translate these complex original sources.
This description and interpretation of Title I's
key fiscal rules is a necessary foundation for
describing the impact of these rules on prac-
tice and for understanding why practitioners
may view the rules differently from the way
Congress does.?

We also describe the federal single-audit
process, which has been widely criticized for
generating inaccurate findings. The outcomes
of this process are critical to administrators,
because the Department of Education may
choose to follow up on negative findings with
a process that can lead to a mandate to return
funds to the federal government. To learn how
often this feared outcome was realized, we sub-
mitted Freedom of Information Act (FOIA) re-
quests to the Department of Education for all
program determination letters related to Title
I Part A for the calendar years 2H11 through
2E113; the request yielded 112 such letters to
state and local education agencies, which we
read to determine whether repayment of funds
was required.

We selected a sample of target districts in
four states, chosen for variety in embrace of

1. Some of the clearest and most detailed writing on this topic comes from attorneys Melissa Junge and Sheara

Krvaric (2011, 2012).

2. For a political history of ESEA, see Jennings 2015.
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school reform and for regional diversity. We
limited potential districts to those with at least
eight schools—this is the 25th percentile in the
number of schools per district nationally when
weighting by free and reduced-price lunch eli-
gible (FRPLE) enrollment—and with a district-
wide FRPLE rate of at least 38 percent. These
precise cut-offs are arbitrary but motivated by
the goal of ruling out districts with little pro-
gram involvement and expertise. We divided
these remaining districts into four quadrants,
above and below their state’s median enroll-
ment and FRPLE rate, and randomly selected
two districts per quadrant. We referenced each
district’s website to identify its Title I or federal
grants administrator and contacted that indi-
vidual in July 2814 via e-mail at least twice and
if we received no response, via phone at least
once. We also attempted to include the largest
district in each state. Our sample of interview-
ees is necessarily limited to people who were
willing to talk with us, who may or may not be
representative of Title I administrators more
generally. We emphasized in all contacts that
all conversation would be off the record and
the identity of the district and state would be
obscured in our writing. We ultimately con-
ducted eight interviews in the summer of 2E14.
One of the four states had administrators from
four districts respond, one state had two, and
the remaining two states each had only one.

Policy History of Title | Fiscal

Rules and Enforcement

When ESEA was passed in 1965, the U.S. De-
partment of Health, Education and Welfare’s
(HEW’s) Office of Education found itself tasked
with managing a program substantially larger
than anything it had previously; simply writing
the checks occupied most of the available
staff’s time (Bailey and Mosher 1968). The reg-
ulations accompanying the law did discuss
some fiscal requirements, but in practice en-
forcement was quite limited and even those

districts identified by audits as violating
the law were not subject to financial penalty
(Cohen and Moffitt 2EE). In this context, it is
not surprising that many districts chose to use
Title I in ways that would not benefit the stu-
dents Congress intended to help. In 1969, the
Washington Research Project (which later be-
came the Children’s Defense Fund) and the Le-
gal Defense Fund (LDF) of the NAACP issued a
highly influential report documenting egre-
gious misuse of Title I funds across many dis-
tricts and states (Martin and McClure 1969).
The report does not claim to describe a repre-
sentative sample, but the sheer number of
cases and the outrageousness of many of them
proved quite persuasive.’ Soon after the release
of the LDF report, the 197Bamendments to the
ESEA strengthened the fiscal requirements
and added enforcement teeth.

A major change in the new regime was that
districts and states could be forced to pay back
program funds if audits revealed they had vio-
lated program requirements. Perceptions
about the likelihood of a given use of funds
producing a negative audit finding thus be-
came critical in shaping the use of funds. In
addition to the uncertain educational benefits
associated with any particular use of funds,
and political costs (either locally or with the
state education agency) of changing the service
mix, districts considering new uses of Title I
funds now face the additional risk that they
may be required to defend the expenditure or
pay back funds following the audit.*

Not only can it be difficult for administra-
tors to know whether a given use of funds is
truly permissible, but the auditors also fre-
quently get it wrong. A recent study of federal
audits revealed that audits of all but the largest
recipients of federal funds are of remarkably
low quality. About two-thirds of audits of large
agencies (federal funds exceeding $58million
per year) were deemed acceptable; just under
half of the audits of smaller agencies (with

3. For example, they describe that “an HEW audit of Louisiana school districts ... in 1966 ... found that 23
parishes (counties) ‘loaned’ equipment. .. to schools that were ineligible to participate in Title | programs. The
auditors noted that much of the ‘loaned’ equipment was ‘set in concrete or fastened to the plumbing™ (Martin

and McClure 1969, 9).

4. Back and forth between the LEA and SEA can be costly because delays in submitting the application can
lead to delays in the availability of funds for the relevant school year.

RSF: THE RUSSELL SAGE FOUNDATION JOURNAL OF THE SOCIAL SCIENCES
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$SEXIEEE to $5H million of federal grants per
year) were.® So even if a district makes some
effort to determine a particular use of funds is
legally permissible, it still might reasonably
worry the auditor will not know this. On the
other hand, expenses that have previously
passed an audit will almost certainly pass
again.® This dynamic mitigates against innova-
tion in the use of Title I funds in general and
in response to policy changes, such as the ex-
pansion of schoolwide programs.

Although the regulations governing fiscal
compliance with Title I have been modified
many times since 1978, their key elements—
maintenance of effort (MOE), comparability,
and supplement not supplant—remain with us
today. We discuss each in turn, with particular
attention to supplement not supplant, which
appears to exert the greatest influence on how
districts use their funds.

MOE requirements are used in a variety of
intergovernmental grants programs, not just
Title I, and are meant to prevent recipient gov-
ernments from reducing their fiscal effort in
response to a federal grant, effectively divert-
ing federal funding to an unintended purpose.
For example, if districts decrease local prop-
erty tax rates following an influx of Title I
funds, federal funds would effectively be
diverted toward increases in private consump-
tion, commensurate with increases in resi-
dents’ after-tax income.” Because school dis-
tricts have revenue from both state and local
sources, Title I MOE requirements apply to
combined state and local revenue. Ideally, the
MOE regulation would require revenue to a

school district from all nonfederal sources to
be at least as much as it would have been in
the absence of Title I funding. In practice, this
counterfactual is impossible to know, and cal-
ibrating the MOE requirement is difficult. The
most the law has ever required is that state and
local contributions not decline relative to pre-
vious years. Although this prevents state gov-
ernments and local districts from reducing
funding levels in response to Title I, it does not
prevent them from increasing funding less
than they would have in the absence of Title I.
This is particularly relevant because per-pupil
spending has been increasing rapidly, funded
by state and local sources, throughout most of
the history of the Title I program. Finally, MOE
does not relate to how districts or schools
spend revenue, only to how much different
sources contribute revenue. We therefore focus
the remainder of our discussion on those com-
pliance requirements related to how districts
may spend their Title I grants.

Maintenance of effort regulations are meant
to prevent Title I funds from being diverted
beyond district budgets. The two other fiscal
requirements for Title I, comparability and
supplement not supplant, are meant to pre-
vent diversion of funds to ineligible schools
within districts and ineligible students within
schools, respectively.® Districts with uniform
salary schedules are permitted to show com-
parability by demonstrating that state and lo-
cal revenue fund an equal number of full-time
equivalent (FTE) teachers per student across
all schools in the district, so that Title I funds
are layered on top of already equalized distri-

5. The National Single Audit Sampling Project used a stratified random sample to select 208 single audits of
public agencies from more than thirty-eight thousand audits submitted from April 1, 2003, through March 31,
2004. A panel of experts conducted quality-control reviews (QCRs) for the sections pertaining to federal grants
on these audits (President’s Council on Integrity and Efficiency 2007).

6. Larry Stanton and Alison Segal’s observation that “Schools and districts act as though federal Title | grant
supported activities are permanent and fixed regardless of their impact on school performance” is consistent
with this line of reasoning (2013).

7. Although such reallocation might be optimal from a social welfare perspective, we present this from the
perspective of a federal policymaker specifically concerned with spending on educational services.

8. See appendix A for the relevant statutory language. Current nonregulatory policy guidance on fiscal issues in
Title | describes comparability as the requirement that a district “provide services in its Title | schools with State
and local funds that are at least comparable to services provided in its non-Title | schools” and later on the same
page, states that “comparability requires an LEA to ensure that each Title | school receives its fair share of re-
sources from State and local funds” (U.S. Department of Education 2008, emphasis added).

RSF: THE RUSSELL SAGE FOUNDATION JOURNAL OF THE SOCIAL SCIENCES
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bution of revenue. Some refer to this practice
as the comparability loophole because it al-
lows different amounts of state and local rev-
enue per pupil across schools, because the typ-
ically less experienced teachers in Title I
schools cost less. In practice, this reporting of
FTEs rather than funds is the dominant form
of compliance with the requirement.’

The supplement not supplant requirement
is perhaps the most confusing and influential
of the three fiscal rules. Historically, it has
aimed to prevent districts from buying things
for students not participating in Title I with
state and local funds, and using Title I funds
to buy those same things for Title I students,
hence supplanting the services that should
have been funded with state and local dollars.
When Title I students are in a school with
other students, these regulations rule out
many things schools might want to do with
their funds (for example, buy anything poten-
tially accessed by an entire school, such as cur-
riculum or certain technologies, or support
teachers in any way that might benefit non-
Title I students). Even if Title I and other stu-
dents were perfectly segregated by school, sup-
plement not supplant rules out district-wide
initiatives. This requirement puts pressure on
districts to find standalone activities to fund
with Title I, and led to widespread use of “pull-
out” instruction, whereby students are pulled
out of their regular (core) classroom to receive
Title I services. This mode has been criticized
on many fronts: it may stigmatize students,
pull-out services were typically provided by
paraprofessionals rather than teachers, and
pull-out services take students away from the
regular instructional program.

The supplement not supplant rules are par-
ticularly opaque: The statutory language is
brief (see appendix A) and while the Depart-
ment of Education’s 2E88 nonregulatory fiscal
guidance includes a number of example data
tables a district could produce to demonstrate
compliance with MOE and comparability, the
supplement not supplant “examples” are bur-

ied in text, and specific examples of data or
tables a district might provide to show compli-
ance are not provided. The guidance advises,
“Keep in mind that any determination about
supplanting is very case specific and it is diffi-
cult to provide general guidelines without ex-
amining the details of a situation.” In essence,
the Department of Education says it knows
supplanting when it sees it.

SCHOOLWIDE PROGRAMS IN TITLE I:
HOW ARE THEIR RULES DIFFERENT?

It did not take long for observers to note the
unintended consequences of the new fiscal re-
gime. Brenda Turnbull and Marshall Smith
each provide excellent accounts of how the
supplement not supplant regulations were per-
ceived as fragmenting programming and re-
quiring excessive administrator savvy and time
to comply (Turnbull 1981; Smith 1986). Smith
summarized the impact of supplement not
supplant:

In their attempt to implement this require-
ment, the U.S. Office of Education and state
departments of education . .. issued regula-
tions, guidelines, and other non-regulatory
guidance and provided technical assistance
to LEAs to help them design delivery mecha-
nisms which were legal. The dominant choice
to create a ‘clean’ fiscal trail was to create, in
effect, a separate system within the school.
Their goals were to keep the Chapter 1 teach-
ers as separate as possible from the core pro-
gram of the school, deliver Chapter 1 services
in separate settings, and have separate tech-
nical assistance and reporting lines. By and
large they succeeded. (1986, 11-82)

Congress responded to these concerns by
introducing in 1978 and later expanding eligi-
bility for a schoolwide program (SWP) option
for Title I schools serving particularly high
concentrations of poor children.” The fiscal
rules for SWPs are significantly more flexible,
allowing schools to use funds for services and

9. Marguerite Roza finds that within urban districts she studied, lower poverty schools had more expensive FTEs,
a greater number of staff FTEs per pupil, and more unrestricted funds per pupil; nonetheless, these districts

met the legal requirements for comparability (2008).

10. This is not a coincidence. For example, Smith actively pushed for expansion of schoolwide programs in his

writing (1986).

RSF: THE RUSSELL SAGE FOUNDATION JOURNAL OF THE SOCIAL SCIENCES
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materials benefiting the entire school, though
they do face some additional compliance re-
quirements: they must produce a plan, and
must self-evaluate (in very loose terms) annu-
ally. Schools that receive Title I funding but do
not operate SWPs, either because they are not
poor enough to qualify for an SWP or choose
not to take up that option, are referred to as
targeted assistance schools (TAS) and are gov-
erned by fiscal rules similar to those governing
all Title I schools in the 197E.

When the schoolwide program was first in-
troduced as an option, it was attractive for very
few districts: a school needed to have 75 per-
cent of its enrollment eligible and federal
funds were conditional on a dollar-for-dollar
match. There was little take-up of the school-
wide program option in the decade following
its introduction, and pull-outs remained a key
part of Title I (Wong and Meyer 1998). Marshall
Smith references the District Practices Study
of 1983, in which 18 percent of surveyed dis-
tricts reported choosing pull-out designs for
educational reasons, and 73 percent reported
choosing pull-outs for compliance purposes
(1986). His paper articulating problems with
supplement not supplant had a specific policy
recommendation—to expand use of school-
wide programs—and in 1988, the match re-
quirement was eliminated.

The threshold for schoolwide program eli-
gibility continued to be lowered over time, and
take-up continued to increase. Title I schools
are now eligible for schoolwide programs if at
least 4B percent of their students are eligible
for free or reduced price meals, and take-up is
perceived to be generally high but variable by
state and not universal. National data on the
use of schoolwide programs are surprisingly
hard to come by. The Public School Universe
of the Common Core of Data includes variables
for public schools on whether they are eligible
for Title I and eligible to use the schoolwide
model, but does not provide data on whether
the schools participate in Title I, and if so,
whether they use the targeted assistance or
schoolwide model (see appendix B; Keaton

2B12). The eligibility data reveal that two-thirds
of public schools nationally are eligible for Ti-
tle I programs, and of those, nearly three-
quarters are eligible to operate schoolwide pro-
grams (Keaton 2E12). Our interviews suggest
that in large districts with many high-poverty
schools, districts are likely to take up the
schoolwide model in most if not all eligible
schools.

However, we know little about the extent to
which schools actually took advantage of the
additional flexibility allowed in schoolwide
programs in a way that promoted a more inte-
grated and, potentially, productive approach to
the use of Title I funds. That the schools exhib-
ited so little initial demand for SWPs (as well
as current incomplete take-up) and evidence
of ongoing confusion about Title I's fiscal rules
in general (such as the 2EEB GAO report) both
point to the possibility that the problems of
fragmentation of funding and instruction
identified in the 1988 may persist."

Recall that supplement not supplant is
meant to ensure that funds are targeted to par-
ticipating students, not just schools. So what
does this regulation require in a schoolwide
program, where funds can be used to benefit
all students in the school? Program adminis-
trators and auditors could refer to one of sev-
eral sources of information to answer this
question (see table 1).

The A-133 supplement (appendix C), refer-
enced by auditors, begins by detailing three
presumptions of supplanting (Executive Office
of the President 2E14). Using Title I funds for
an activity is presumed to be supplanting non-
federal funds if any of the three are true: the
activity is required by state or local law; the
activity was funded with nonfederal funds in
the prior year; or the activity was funded for
children not participating in Title I with non-
federal funds in the current year. Auditors test
these presumptions on a cost-by-cost basis;
that is, the district must be able to show that
every single good or service purchased with
program funds meets each of the three pre-
sumptions. Informal discussions with state

11. This finding is consistent with an extensive literature emphasizing the importance of implementation and
examining the frequent disconnect between policy intent and how programs operate in practice (for recent

examples, see Spillane 2004; Honig 2006).
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Table 1. Sources of Information on Compliance Requirements

Documents Authors Mode of Dissemination

Statute Congress Easy to find, including on ED
Appendix A website and many SEA websites
Regulations ED, with OMB process Federal Register (online)

Federal nonregulatory guidance
Multiple documents, see
appendix B for examples

State policy guidance

Compliance circular A-133 OMB
Department of Education

cross-cutting section
Appendix C

Program determination letters ED

Handbooks, newsletters,

ED, with OMB process

SEAs or their legal counsel
or consultants

Private sector (or public

Federal Department of Education
website; most state education
agencies offer links to at least
some of these documents

Many states offer state-specific
guidance posted on their website
for district reference, though this
often takes the form of
PowerPoint slides or webinars

OMB website

Sent to individual agency in
question. Available from ED via
FOIA request or with paid
subscription to LRP Publications

For sale by for-profit publishers

CD-ROMs sector employees out-
side of public role)
Toolkits Private sector

“Supporting School Reform by
Leveraging Federal Funds in
a Schoolwide Program”

Education

U.S. Department of

Made freely available by advocacy
organizations, such as CCSSO
and Masslnsight

Letter to Chief State School Officers

Source: Authors’ compilation.

and local Title I administrators suggest wide-
spread familiarity with the substance of the
three presumptions.

However, the administrators we spoke with
did not mention what the A-133 supplement
explains immediately following the three pre-
sumptions: they must apply to targeted assis-
tance schools, but schools operating school-

wide programs do not need to use federal
funds to provide supplemental services, and
instead can show that the federal funds are
supplemental to the state and local funds that
would have been allocated to the school absent
its Title I program.'” This is clear from a close
read of the full supplement, but could easily
be missed. To be clear, the schoolwide pro-

12. Although grants administrators, particularly in smaller districts, are unlikely to read the compliance circular,
its content shapes their decisions nonetheless as they observe their own audit findings over time. Local admin-

istrators also learn about audit findings in other districts in their states through their discussions with state
program administrators, who approve LEA Title | applications before they are submitted to the federal govern-

ment each year.
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136 ESEA AT FIFTY AND BEYOND

grams of today have no legal reason to demon-
strate the separateness between Title I pro-
gramming and the core functioning of the
school bemoaned in the past. In fact, eliminat-
ing this need—and the fragmentation of the
instructional program it promoted—was a key
goal of schoolwide programs.

Although the language in the A-133 supple-
ment is relatively clear (if one perseveres in
reading beyond the three presumptions), the
clarity and completeness of the explanations
provided in the Department of Education’s
nonregulatory guidance is more mixed. The
department’s 2E8% “Designing Schoolwide Pro-
grams,” a fifty-four-page document, provides
extensive guidance on how to comprehensively
assess a school’s needs, set goals, and devise
an appropriate evidence-based plan. It does
not, however, speak to any concern a district
might have about whether particular evidence-
based strategies for school improvement
would be interpreted as supplanting other re-
sources, and the word supplant does not appear
in the document a single time. Appendix B re-
produces an excerpt of the department’s 2EE38
nonregulatory guidance on “Title I Fiscal Is-
sues,” which clearly translates the supplemen-
tal funds test consistent with the A-133; how-
ever, the clear text appears in a section under
“General Fiscal Issues” rather than in the sec-
tions for “Supplement not Supplant” or
“Schoolwide Programs” and could easily be

missed by federal grants administrators at-
tempting to determine permissible uses of
funds. The Department of Education recently
clarified this point in a July 2815 “Dear Col-
league” letter: “A schoolwide program school
does not need to demonstrate that Title I funds
are used only for activities that supplement,
and do not supplant, those the school would
otherwise provide with non-Federal funds”
(2|15, 5).

The extent to which the guidance is both
salient and correctly interpreted by its readers
in state and local education agencies is an
open question. But the demand for profes-
sional interpretations of the guidance provides
at least some evidence that federal grants ad-
ministrators do not find the guidance com-
pletely straightforward." The department pro-
vides only a few hypothetical cases in its
nonregulatory guidance, and does not make
public the program determination letters
(PDLs) summarizing the resolution of specific
cases in which the single-audit findings prompt
a more intensive response from the depart-
ment, or even how many such cases exist.'* The
private sector has responded to the demand
for a larger sample of real cases: LRP Publica-
tions’ Titlel Admin service obtains PDLs via
Freedom of Information Act (FOIA) requests
and makes them available to its customers via
paid subscriptions.” Although many single-
audit findings do not prompt PDLs, any find-

13. LRP Publications, the same publisher offering the subscription service to ED letters obtained via FOIA re-
quests, also sells a $250 CD with a ninety-minute video presentation by a federal grants administrator in the
South Carolina Department of Education, “Can Title | Pay for This? A Guide to Allowable Costs.” The Council
of Chief State School Officers commissioned “Maximizing Federal Education Funds for Student Achievement:
A Toolkit for States Seeking to Enhance Flexibility and Reduce Burden” from education attorneys and federal
compliance specialists Melissa Junge and Sheara Krvaric. Masslnsight also partnered with Junge and Krvaric
to produce “The Money You Don't Know You Have for School Turnaround: Maximizing the Title | Schoolwide
Model,” available at: http://www.massinsight.org/publications/stg-resources/240/file/1/pubs/2013/07/12
/FedEd_SDN_supplemental_funds_toolkit_FINAL_7 11_13.pdf (accessed July 29, 2015).

14. All state and local agencies receiving at least $500,000 in federal funds (across all federal agencies, includ-
ing the Department of Agriculture) are required to be audited annually, while others must be audited at least
every three years. These single audits are available publicly via the Federal Audit Clearinghouse (https://
harvester.census.gov/facweb/default.aspx/). The Department of Education pursues a subset of single audits
with findings. In these cases, the agency under review has the opportunity to respond to the findings, and the
assistant secretary of elementary and secondary education then issues his or her “determination.” The letters
summarizing this process are referred to as program determination letters.

15. We mention the market demand for PDLs to motivate the need for clearer exposition of the rules. The PDLs
include vast amounts of boilerplate text and, though these are somewhat helpful in determining what is not
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Table 2. Program Determination Letters Issued by Department of Education,

January 1, 2011-December 31, 2013

PDLs Not Requiring

PDLs Requiring

Recipient Agency Total PDLs Repayment of Funds Repayment of Funds
State education agency 104 94 10
Local education agency 8 3 5

Total 112 97 15

Source: Authors’ calculations. Letters obtained via Freedom of Information Act request.

ing ultimately resulting in repayment of funds
to the department or involving significant “cor-
rective action” will generate a PDL.

A PDL letter typically discusses more than
one audit finding per agency. In some cases,
agencies received more than one PDL concern-
ing different audit periods or findings during
the time period covered by our request. Table
2 summarizes the distribution of letters (rather
than findings or agencies).

Over the three years, the total of 112 cases
generated enough ED interest to result in a de-
termination. Thirty-nine states (or their educa-
tion agencies), the District of Columbia, and
Puerto Rico received at least one such a letter
in this period, the department requiring repay-
ment in just under 18 percent of the cases.
Whereas most states—which are tasked with
monitoring compliance of their districts—re-
ceived at least one PDL, only eight local school
districts received PDLs, a vanishingly small
share of districts receiving Title I funds. In
those few cases when local districts did receive
PDLs, however, they were more likely to be re-
quired to repay federal funds.'® Although
school districts were highly unlikely to be sub-

ject to formal federal intervention following
their single audits, the high rate at which the
Department of Education intervened regard-
ing audits of their state agencies means that
state education agency (SEA) administrators
have a clear interest in passing on the impor-
tance of compliance to the local education
agencies (LEAs) they oversee.

WHAT DISTRICTS DO WITH THEIR
TITLEI FUNDS AND WHY

Have schools and districts taken advantage of
the additional flexibility that the schoolwide
designation allows? Do they use Title I to fund
the core instructional program? Unfortunately,
data on school-level budgets are largely un-
available, and we know surprisingly little about
whether schoolwide programs have altered
how schools spend Title I funds. The American
Recovery and Reinvestment Act of 2EED (ARRA)
required school districts receiving Title I funds
to report school-level per-pupil expenditures
from state and local sources, but these data
have a number of problems and ultimately pro-
vide little insight into what schools buy with
those funds (Heuer and Stullich 2E11)."

allowed, PDLs are not the best way to provide this information. Instead, as discussed, we recommend the federal
government clarify the guidance.

16. We do not have direct evidence explaining the much higher rate of required repayment among local districts
receiving PDLs. However, we expect the low rate of PDL receipt and the relatively high rate of required repay-
ments for local districts are related: if the threshold for filing a PDL against a local district is high, the chance of
finding a severe violation is likely also higher.

17. This also poses a significant problem for researchers wishing to evaluate the impact of Title |, as they are
fundamentally limited in their ability even to measure what Title | buys in terms of educational services (see
Puma et al. 1993; van der Klaauw 2008; Gordon 2004; Chambers et al. 2009; Matsudaira, Hosek, and Walsh
2012; Cascio, Gordon, and Reber 2013; Borman and D’Agostino 1996). Evaluating the impact of Title | is par-
ticularly challenging as the federal allocation is a function of child poverty counts, which are closely correlated
with other forces driving fiscal conditions and student outcomes.
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We are interested in what schools do dif-
ferently when they have Title I funds, com-
pared with what they would have done in the
absence of the program. We are also interested
in whether the answer to this question changed
with the advent of schoolwide programs. We
face at least two obstacles in addressing the
question using the available data. First, finding
an appropriate counterfactual is difficult, be-
cause Title I schools differ from non-Title I
schools along a variety of dimensions. Second,
we would need to observe how schools spend
all their funds, but we only observe how Title
I funds are spent in the application data. That
is, the available data do not even allow us to
say descriptively how spending in Title I and
non-Title I schools differs.'® Nevertheless, we
report what we can from the available data.
Districts report how they use Title I and other
federal funding in some detail when they apply
for Title I funding. To gain some insight into
how districts spend Title I funds in general and
specifically in schoolwide programs we ob-
tained and analyzed Title I application data for
two districts. We also interviewed a small sam-
ple of district Title I administrators. We dis-
cuss our findings in turn.

For the reasons described, the application
data do not allow us to determine how Title I
funding affects what schools do. Nor is it
straightforward to determine whether any par-
ticular Title I line item is funding the core in-
structional program; determining whether it
is an efficient use of funds is of course even
more difficult. But the data may provide some
insight into a narrower question. Are Title I
schools operating schoolwide programs taking
advantage of the flexibility the law allows,

spending money in ways they could not have
thirty years ago—or in a targeted assistance
program today? If schoolwide programs do not
change Title I spending patterns, they may not
have resolved the fragmentation problem they
were designed to address. We find evidence
that at least some districts do spend in school-
wide programs in ways that would not be al-
lowed in targeted assistance schools. We also
find some support for the idea that districts
may use a “targeted assistance” approach to
allocating and justifying Title I expenditures
even when they operate schoolwide programs;
this is consistent with “input from the field,”
cited in the Department’s 2B15 “Dear Col-
league” letter that there appear to be “some
schoolwide program flexibilities that are not
being used to their full extent.”

Both district A and district B are large, ur-
ban districts serving disadvantaged popula-
tions. Nearly all their Title I schools operate
schoolwide programs. Consistent with other
evidence about how schools spend Title I
funds (Chambers et al. 2E8D), we find that both
districts spent somewhat more than three-
quarters of their Title I budget on personnel.”
To understand whether Title I purchases ser-
vices that are part of the “core instructional
program,” we need to know what the personnel
purchased with Title I funds do. In district B,
nearly half of spending for personnel (and over
one-third of the total Title I budget) pays for
regular classroom teachers for class size reduc-
tion. Class size reduction is not allowed in tar-
geted assistance schools, so district B is clearly
taking advantage of the flexibility the school-
wide program affords.?® District A, on the other
hand, appears not to use any Title I funds to

18. Ruth Heuer and Stephanie Stullich do analyze spending for Title | and non-Title | schools, but the included
expenditures do not cover all funds that were spent at the school and are reported in very broad categories—to-
tal personnel salaries for all school-level instructional and support staff, salaries for instructional staff, salaries
for teachers, and nonpersonnel expenditures (if available). These data do not contain nearly enough detail to
discern whether spending is core and integrated or supplemental (2011).

19. In this analysis, we focus on the basic grant under Title | Part A, the largest component of Title I. Part A is
titled “Improving Basic Programs Operated by Local School Districts.” The other parts of Title | are earmarked
more specifically (such as for reading, migrant children, dropout prevention).

20. Itis possible that district A chooses other uses of funds (other than for class size reduction) because admin-
istrators do not perceive class size reduction to be an effective use of resources, rather than because they per-

ceive it to be an impermissible use of resources.
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reduce class size (none of the descriptions in-
clude references to class size or smaller
classes). District A does devote substantial Ti-
tle I resources (about 5 percent of its budget)
to extending the kindergarten day, a program
that would not be permitted in a targeted as-
sistance school.

Other line items are more difficult to clas-
sify. For example, the description for many line
items indicates that teachers will provide “sup-
plemental instruction” in core subjects, or “to
support” core subjects; in many cases, the line
item references “eligible students” or indicates
that this will happen during the regular school
day. Sometimes the description indicates that
the role will be filled by a “highly qualified
teacher.” These line items appear to refer to
some form of small group or one-on-one sup-
plemental instruction. This could be funding
for traditional pull-outs, where students are
taken out of class to work with a specialist or
paraprofessional individually or in groups, or
push-ins, where similar activity takes place in-
side the classroom. But we cannot tell from the
description whether the supplemental instruc-
tion is well integrated with the regular instruc-
tional program or more separate, as in much-
criticized pull-out programs. Similarly, both
districts report substantial spending on in-
structional coaches, paraprofessionals, and in-
terventionists—purchases that may seem
more supplemental or separate, but if well-
integrated with the regular instructional pro-
gram could well be core.

Perhaps the most interesting difference be-
tween the two districts is that, in district A, line
item descriptions commonly use language sug-
gesting a targeted assistance approach to jus-
tifying spending. For example, a nontrivial
share of line items mention “eligible students”
or refer to “Title I students” or equipment, a
distinction that is critical in targeted assis-
tance schools, but not necessary in schoolwide
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programs.?! We want to emphasize (again) that
we cannot make conclusions about the efficacy
of any particular Title I line item or Title I
spending overall. Rather, we view this exercise
as pointing out the difficulty of understanding
how schools use Title I funds based on what
they report in the applications (though what
they report there is voluminous), and showing
that some districts clearly do take advantage
of the flexibility schoolwide programs allow,
but other districts and schools may not fully
perceive or act on the added flexibility the
schoolwide designation permits.

To better understand how Title I adminis-
trators decide how to allocate Title I funds,
how they understand the rules that govern
those allocations, and where they get informa-
tion about those rules, we interviewed eight
district Title I administrators. District admin-
istrators consistently referred to their state ed-
ucation agencies, or consultants retained by
those agencies, as the key decision makers in
judging which uses of funds were permissible.
They understood that the principle of supple-
ment not supplant is a federal one, not a state
one, but perceive their states to be the arbiters
of that concept.?” This points to the impor-
tance of targeting communication about what
is allowable to state education agencies; we re-
turn to this point later.

Overall, the administrators were quite con-
sistent in these interviews in characterizing
their use of Title I funds as supplemental. We
emphasize here and throughout that though
some supplemental practices of the past (for
example, pull-out instruction delivered by
paraprofessionals who today would not be de-
scribed as highly qualified) were widely criti-
cized, we do not affix a value judgment to sup-
plemental per se. For example, a district using
Title I funds to provide struggling students
with personalized support from a well-trained
reading specialist may well be an effective use

21. We are not able to match line items to schools in district A. However, less than 5 percent of schools in the
district operate targeted assistance programs, and these terms appear frequently enough that those line items
are unlikely to all belong to the targeted assistance schools. The justification for about 6 percent of line items,
accounting for 12 percent of Title | funding, include either of two phrases, “eligible students” or “Title | students.”

22. This raises the important question, which is beyond the scope of the current article, of how state education
agencies (SEAs) interpret the federal rules, and why. This is also a little-studied topic (see GAO 2003; Hanna

2014; Murphy 2014).
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of funds. The extent to which it is effective de-
pends not only on what the specialist is doing
with the students, but also on how those ac-
tivities align with the core instructional pro-
gram the students experience in their regular
classes.

We asked about common uses of funds in
both schoolwide programs and targeted assis-
tance schools, as relevant to district circum-
stances. Based on the activities they described,
we conclude that their common use of the
terms supplemental and intervention and avoid-
ance of the term core does accurately reflect
how they spend Title I funds, rather than being
driven by reporting bias favoring activities they
perceive to be compliant. The types of supple-
mental supports they described generally in-
cluded expenditures on personnel: specialists
or interventionists, instructional coaches,
paraprofessionals, and in some cases, retired
teachers working part time. When administra-
tors reported using Title I funds for such per-
sonnel, we asked whether the personnel were
working with students on content from the
core curriculum, or on supplemental content:
administrators typically responded that the
content in the intervention, not simply its de-
livery format, was supplemental, though in
some cases described the content as core sup-
port. These personnel provided services inside
or outside the regular classroom during the
regular school day (push-in or pull-out respec-
tively) or before or after school via extended
day programs. In some cases, students were
served during the summer. Some administra-
tors reported schoolwide programs using
funds for regular classroom teachers for class
size reduction. Professional development was
also reported as a use of funds.

Administrators frequently referred to the
interventions by their tiers in the response to
intervention (RTI) framework.” In this frame-
work, tier 1 refers to what we think of as regu-
lar classroom instruction with ongoing

ESEA AT FIFTY AND BEYOND

screening to identify students in need of fur-
ther supports, tier 2 is the first line of re-
sponse, often in a small group, and tier 3 is
the most intensive, individualized level inter-
vention. RTI is a permissible and encouraged
use of funds, and provides another example
of how difficult it is to classify Title I expendi-
tures as comprehensive versus fragmented, or
core versus supplemental, in their contribu-
tions to school improvement. One can imag-
ine a school implementing RTI faithfully as
viewing all three tiers as essential parts of in-
dividualized, core instruction. It is also easy
to imagine today’s administrators describing
programs much like the pull-out programs of
the past—so distinct from the core curricu-
lum as to be disjointed—as tier 2 or tier 3 in-
terventions. In practice, the administrators
we spoke to not only consistently referred to
their Title I interventions as supplemental,
but also mentioned their use of supplemental
materials as separate from the regular curric-
ular materials. One administrator clarified
that these materials “are only allowed to be
used by our intervention team,” as required
by supplement not supplant in a targeted as-
sistance school.

Administrators often described supplemen-
tal instruction via an extended day or extended
year. In each case, we asked whether this was
a uniform schedule for the entire school or an
option for participating students (in the case
of schoolwide programs, potentially for all stu-
dents in a school). In all cases, the extra hours
were optional, so regular classroom teachers
could not expect all their students to receive
any particular content via that program; ex-
tended day programs were often described as
providing tutoring or supplemental educa-
tional services, but never core instruction.*
Again, seeing a line-item description on a bud-
get (for example, “extended day ELA instruc-
tion”) does not communicate the full context
needed to judge the likely efficacy of the

23. RTl is discussed explicitly in the Individuals with Disabilities Education Act (IDEA), but not in the statutory
language of ESEA. Schools receiving Title | funds are also implementing special education services to be in
compliance with IDEA, so it is in not surprising that they reference RTI concepts in this context.

24. In the case of supplemental educational services, we interpret the use of the term supplemental as describ-

ing a required policy action rather than reflecting an administrator’s judgment on the pedagogical nature of

services.
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funded activities or whether they represent an
improvement over the old style of Title I ser-
vices fragmenting educational programming.
Some schoolwide programs offered extended
day options for all students, and it is clearly
legal to do so; targeted assistance schools are
limited to offering this to their Title I-identi-
fied students. Yet when describing a school-
wide program offering before- and after-school
tutoring to all its students, one administrator
concluded, “We’re probably breaking some
rule.”

The interviews not only were helpful in de-
coding the types of expenditures described
tersely in the application budgets, but also re-
veal why districts had chosen to allocate their
funds as they did. Administrators rarely men-
tioned concern with future audits, but often
mentioned the need for approval from their
state education agency or its consultants dur-
ing the application phase. One said, “They’ll
come back to me and say, listen, this is what
you need to say, and then we’ll fund it.” Simi-
larly, they described their sources of informa-
tion as coming from their SEAs, via webinars,
PowerPoint presentations, and regional meet-
ings of LEA Title I directors with state repre-
sentation. They rarely referenced the federal
Department of Education as a source of infor-
mation about permissible uses of funds.

Administrators consistently described their
programming choices as driven by the desire
to improve student achievement for their
struggling students. We asked administrators
whether they had used Title I to support a
number of specific activities. For activities they
did not support, they often commented that
their decisions were based on their expecta-
tions about what would improve student
achievement. For example, the sampled dis-

tricts did not use Title I funds to support arts
instruction, nor did they have any interest in
doing so. They also reported little to no use of
funds for class-size reduction, one of the most
intuitively obvious options opened up by the
schoolwide program designation. Several de-
scribed class-size reduction as not supported
by research as an effective way of increasing
achievement;* others noted that it would take
funds away from existing Title I programs.>®

Some administrators described these
choices as constrained by concerns about sup-
planting. For example, one administrator ex-
plained that she does not use Title I for soft-
ware because it would be “hard to buy a
computer program for a school with Title I one
year and then expand to the rest of the district
the next year.” Those using Title I funds in high
schools reported that they did not use funds
to support initial enrollment in credit-bearing
courses to avoid supplanting, though some
used funds to support credit recovery pro-
grams. Another noted more generally, “It’s
hard because we can’t add to current pro-
grams, or enhance them, because it might not
necessarily be viewed as a supplement.” Mul-
tiple administrators said concerns about sup-
planting had deterred them from funding
school nurses or other health initiatives they
would have liked to pursue.

District policies also constrain them: sev-
eral administrators reported that they would
not consider using Title I to upgrade a core
curriculum in a school (such as reading) be-
cause then the school would not be using the
same curriculum as the rest of the district.
They also reported that they were encouraged
by their state agencies to buy “people” rather
than “things” with Title I, and that technology
in particular was “very hard to keep track of.”

25. Despite some debate in the literature about the effectiveness of class-size reduction, some well-regarded
research suggests smaller classes do increase achievement (for a review, see Chingos 2013).

26. In its National Assessment of Title | from 2009, the Department of Education reported that the average
Title | school used 90 percent of its allocation on personnel costs; they also reported that “Title | added $408
per low-income student to personnel expenditures” on average. Abstracting away from mandated set-asides
such as parental involvement, the typical Title | school’s budget could be supplemented by a maximum of $453
per low-income student. For a Title | school with this average allocation and five hundred students, Title | would
thus add $113,250 to the school’s budget. If a teacher costs about $60,000 in salary and benefits, this funds
about 1.9 FTEs. If this school had five grades and operated a schoolwide program, it could use its entire Title |
budget to reduce class size from about twenty-five to close to twenty in two grades (Chambers et al. 2009).
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One administrator described how in past expe-
rience as a school principal, “We were always
encouraged to spend it on people for support,
and the rationale that was given to us was that
that’s how the state prefers it, it’s easier to get
approved that way.”

We asked administrators whether federal or
state rules prohibited them from doing any-
thing they would otherwise like to do with
their Title I money. The answer was almost uni-
formly no—that is, the administrators did not
name any specific activity that fiscal regula-
tions had prevented them from doing.”” Within
this uniformity, however, were two clear camps:
those who used their discretion to move
around funds creatively within the limits of the
law, and those who identified strongly with Ti-
tle I's compensatory mission and felt that us-
ing funds for other (nonsupplemental) activi-
ties would dilute the program as experienced
by disadvantaged students. Those in the first
camp often described themselves as creative
and those in the second emphasized transpar-
ency and fidelity to the program. Federal and
state rules and regulations may both constrain
and enable local implementers. Variation in
how local implementers interpret and exercise
discretion has been documented and studied
in many settings (Hill and Lynn 2E15). Aside
from the standard principal-agent concerns, in
this setting we argue that the goals of the (fed-
eral) principal historically have been poorly
communicated to the (state and local) agent.?
It will be interesting to observe how very recent
clarifications at the federal level affect state
and local behavior going forward.

Of the eight districts represented in the ad-
ministrator interviews, three districts used
schoolwide programs in all of their Title I
schools, and one large district did so in nearly
all of them. Schools in one district operated
only targeted assistance programs, despite eli-
gibility for schoolwide status. This interview
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provided some interesting insights. The Title
I director would like the schools to move to
schoolwide programs, but resistance due to
job security concerns is evident among current
Title I staff at the schools. The director also
expressed mixed feelings about whether
switching to schoolwide programs would ben-
efit the schools: “Tier 1 instruction is the prob-
lem, so a schoolwide program might not fix it.”
This statement suggests that the director may
not be aware that Title I can be used to support
tier 1 (applied to all students) instruction in a
schoolwide context.

In the remaining three districts, schools op-
erated a mix of schoolwide and targeted assis-
tance programs. Conversations with these dis-
trict grants managers proved particularly
useful in contrasting the activities supported
with Title I in the two types of programs within
a district.? Schoolwide programs consistently
did the same things as targeted assistance
schools but offered some additional services.
Key differences between schoolwide and tar-
geted assistance use of funds in these three
anonymized districts follow.

+ District X described using Title I in all its
program schools primarily to provide extra
academic support during the school day, via
both push-in and pull-out modes. In school-
wide programs, this support comes from
certified teacher interventionists. In tar-
geted assistance schools, it is provided by
highly trained paraprofessionals.

« District Y reported using funds similarly in
each of its Title I schools, for instructional
support specialists, including a certified
teacher who oversees a team of highly qual-
ified paraprofessionals, and for an instruc-
tional coach. This model is followed by
both schoolwide and targeted assistance
programs; both types of programs identify
individual students to be served by Title I

27. One administrator described a recent federal change in the rules now prohibiting districts from using funds
to buy food for staff while participating in professional development as “a big problem.”

28. Jennings (2015) discusses a distinct principal-agent tension between Congress and federal Title | adminis-

trators.

29. These interviews came from administrators in districts with two to five Title | schools total, and at least one
schoolwide program and at least one targeted assistance school per district.
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using state and district assessments. Addi-
tional expenditures in schoolwide pro-
grams not found in targeted assistance
schools included Chromebooks, a social
worker for the school, and tutoring (by
teachers) before and after school.

- District Z has one SWP and one TAS. In both
schools, Title I funds “mostly teachers”—
math and literacy supplemental instructors
providing Tier 2 (typically small group) in-
terventions. They describe the teachers as
serving students who need a “short-term
boost of academic support. . . who function
just below proficiency.” In the SWP, the spe-
cific students served change throughout the
year as individual needs evolve, but in the
TAS program they “must designate the
kids” and do “not have fluidity to move
kids in and out of support throughout the
year.”

Overall, administrators across the three dis-
tricts attributed most of the additional services
in schoolwide programs to their higher fund-
ing levels stemming from their eligibility rank-
ing within their districts, rather than to flexi-
bility afforded by the schoolwide model. One
administrator noted the flexibility of school-
wide programs has made it easier for them to
purchase certain supplies compared to their
targeted assistance counterparts, including
online licensing for remediation programs.

CONCLUSIONS: FISCAL RULES AND

EFFECTIVE SPENDING GOING FORWARD
ESEA is reaching its half-century mark in con-
tentious times. The law is widely recognized as
essentially inoperable as a funding mecha-
nism, prompting widespread use of the waiver
process under ESEA Flexibility because Con-
gress has been unable to reauthorize a more
functional version of the law. The political ob-
stacles to reauthorization are primarily related
to the strings attached to Title I funds, partic-

ularly resistance to state accountability sys-
tems. By comparison, the issues related to Title
I's fiscal rules discussed here have received lit-
tle attention. Yet however the debates about
testing and standards are resolved, the ques-
tions we raise about how to optimally monitor
Title I spending will remain critical. They also
apply more broadly to federal education policy,
as other programs have their own fiscal rules.*
The problem of targeting funds while pro-
moting quality is widely recognized as a thorny
one.’ All parties involved clearly expend a
great deal of effort trying to get things right.
The federal government tries to develop and
enforce appropriate compliance regimes, in-
troducing potential sources of local flexibility
via policies such as schoolwide programs and
the ability to consolidate federal funds. States
and districts try to best serve their students
while adhering to those complex and evolving
sets of rules, devoting considerable staff time
to documenting their compliance and formally
associating particular expenditures with per-
missible titles (“moving money around”). In
our interviews with district Title I administra-
tors, several of the more creative told us of
their efforts linking costs to pots of money they
perceived to be legal and away from Title I,
where they feared they would be supplanting;
in multiple cases, in fact, the specific expendi-
tures would have been permissible uses of Ti-
tle I funds.?* Similarly, more cautious Title I
directors often described roads not taken be-
cause of concern about supplanting. In both
situations, misperceptions about the rules
were costly to the district, either in terms of
administrative burden or by preventing a per-
haps more effective allocation of funds.
States also have developed their own cate-
gorical programs, often with compliance re-
quirements similar to the federal ones. This
creates a still more complex problem for dis-
trict administrators needing to show that mul-
tiple funding streams each distinctly contrib-

30. These rules can vary across programs within one federal agency. For example, supplement not supplant is

defined differently in the context of IDEA than in ESEA.

31. Indeed, our recommendations are very similar in spirit to those of past decades (Kirst 1988).

32. We cannot speak to their full problem-solving strategy, however, given the case-specific state and local

requirements with which we are not familiar.
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ute to educational inputs. At this point, even
if districts moved away from justifying the sup-
plemental nature of Title I expenditures in
schoolwide programs on a cost-by-cost basis,
their discretion over their budgets would still
be significantly restricted by the amassed com-
pliance requirements over a variety of federal
and state categorical programs (see, for exam-
ple, Roza 2E1E Hanna 2E14).

We concur with Duncan and Murnane when
they write, “The challenge is to devise organi-
zational structures that provide high-poverty
schools with the resources, knowledge, and
freedom to choose the collection of supports
they need” (2H14, 136). To the extent that Title
I's fiscal rules—and those of the web of other
federal and state categorical programs contrib-
uting to district budgets—impinge on that
freedom, we have two concrete recommenda-
tions. First, replace existing guidance with
new, clear, and concise guidance and dissemi-
nate it. The dissemination challenge is signifi-
cant, requiring a concerted effort by the federal
government to get word to state education
agencies who in turn must get the word out to
local districts. Guidance should reach not only
Title I personnel in districts and schools, but
also others involved in allocating instructional
resources. Clear guidance would empower dis-
tricts to push back against state agencies that
require them to remove legally permissible
uses of Title I funds from their federal funding
applications, and to question their preliminary
single-audit findings before the results are fi-
nalized and passed on to federal authorities. It
would also empower school district staff more
closely associated with the work of instruction
itself—in offices of teaching and learning, or
curriculum and instruction, for example—to
question district-level Title I administrators
when they deny them access to funds on the
basis of supplanting. Finally, it is critical for
this guidance to reach auditors. Decision-
makers need to know what they are allowed to
do, and that legal uses of funds will not yield
inaccurate and damaging audit results.

Our second recommendation relates to the
challenge districts face in handling multiple
streams of state and federal categorical fund-
ing, each with their own compliance require-
ments. Title I schoolwide programs are permit-

ted to consolidate their Title I funds with other
federal, state, and local funds so that they do
not have to maintain distinct fiscal trails for
each separate program. But a recent survey
found only 6 percent of districts operating
schoolwide programs took up this option, and
found that “state or district accounting rules
and fear of potential audit exceptions were ma-
jor barriers to consolidation of funding”
(Chambers et al. 2EB9, xxvii). Consolidating
funding is not the explicit focus in this article,
and our recommendation here is correspond-
ingly broad: states and local governments
should reconsider the impact of their rules on
schools’ ability to use funds productively. The
U.S. Department of Education requires each
state education agency to “eliminate State fis-
cal and accounting barriers so that these funds
can be more easily consolidated” (2E15, 8). The
federal government and national nongovern-
mental organizations could potentially play an
important role in providing technical assis-
tance in these efforts. We view both these pol-
icy recommendations as necessary but not suf-
ficient for addressing the big problem—the
lack of instructional capacity in school dis-
tricts. We do not offer a magic bullet for build-
ing this elusive capacity, but instead hope that
reducing the complexity of compliance and en-
hancing flexibility will contribute to creating
an environment where efforts to do so have a
better chance of flourishing.

APPENDIX A

Current Statutory Language on Supplement,
Not Supplant, in No Child Left Behind

SEC. 112BA. FISCAL REQUIREMENTS.
(a) MAINTENANCE OF EFFORT- A local edu-
cational agency may receive funds under this
part for any fiscal year only if the State edu-
cational agency involved finds that the local
educational agency has maintained the agen-
cy’s fiscal effort in accordance with section
9521.
(b) FEDERAL FUNDS TO SUPPLEMENT, NOT
SUPPLANT, NON-FEDERAL FUNDS-
(1) IN GENERAL- A State educational
agency or local educational agency shall
use Federal funds received under this part
only to supplement the funds that would,
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in the absence of such Federal funds, be
made available from non-Federal sources
for the education of pupils participating in
programs assisted under this part, and not
to supplant such funds.
(2) SPECIAL RULE- No local educational
agency shall be required to provide ser-
vices under this part through a particular
instructional method or in a particular in-
structional setting in order to demonstrate
such agency’s compliance with paragraph
(@).

(No Child Left Behind Act of 2E%1, Pub. L. No.

1E7-118, § 115, Stat. 1425 [2E8D], section 112EA)

APPENDIX B

Excerpt from Department of Education
Nonregulatory Guidance on Fiscal Issues in
Title | (February 2008 Update)

E-18. How can a schoolwide program demon-
strate that it supplements, and does not sup-
plant, State and local funds?

In a schoolwide program, Title I, Part A
funds and other Federal education program
funds may be used only to supplement the
total amount of funds that would, in the ab-
sence of Federal funds, be made available
from non-Federal sources for that school, in-
cluding funds needed to provide services that
are required by law for children with disabil-
ities and children with limited English profi-
ciency. (Section 1114[a][2][B])

It is generally an LEA’s responsibility, and
nota school’s, to ensure that the “supplement
not supplant” requirement is met and that a
schoolwide program school receives all the
State and local funds it would receive were it
not a Title I schoolwide program school. In
other words, an LEA may not reduce its alloca-
tion of State and local funds and resources to
a schoolwide program school because the
school receives Federal funds to operate a
schoolwide program. An LEA should be able
to demonstrate, through its regular proce-
dures for distributing funds and resources,
that it distributes State and local funds fairly
and equitably to all its schools-including
schoolwide program schools-without regard
to whether those schools are receiving Fed-
eral education funds.

A schoolwide program school is not ex-
pected to keep records of the particular ser-
vices paid for with Federal education funds
that are used in the schoolwide program, nor
is it required to demonstrate that any par-
ticular service supplements the services reg-
ularly provided in that school. (Section 1114[a]

[2][A]

APPENDIX C

Excerpt from A-133 Circular on Presumptions
of Supplanting

In the following instances, it is presumed
that supplanting has occurred:
a. The SEA or LEA used Federal funds to
provide services that the SEA or
LEA was required to make available under
other Federal, State or local
laws. (See note below, ESEA Flexibility, re-
garding this presumption and
ESEA flexibility).
b. The SEA or LEA used Federal funds to
provide services that the SEA or
LEA provided with non-Federal funds in
the prior year.
c. The SEA or LEA used Title I, Part A or
MEP funds to provide services for
participating children that the SEA or LEA
provided with non-Federal funds for non-
participating children.
These presumptions are rebuttable if the SEA
or LEA can demonstrate that it would not
have provided the services in question with
non-Federal funds had the Federal funds not
been available.

Schoolwide Programs - In a Title I school-
wide program, a school is not required to
provide supplemental services to identified
children. A school operating a schoolwide
program does not have to (1) show that Fed-
eral funds used within the school are paying
for additional services that would not other-
wise be provided; or (2) demonstrate that
Federal funds are used only for specific target
populations. Such a school, however, is re-
quired to use funds available under Title I
and any other Federal programs to supple-
ment the total amount of funds that would,
in the absence of the Federal funds, be made
available from non-Federal sources for that
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school, including funds needed to provide
services that are required by law for children
with disabilities and children with limited
English proficiency (Title I, Part A, Section
1114(a)(2) of ESEA (2BUSC 6314(a)(2)); 34 CFR
sections 2E®25(c) and (d)). (Executive Office
of the President 2H14, Section 84.EEX)
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