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The Honorable William D. Ford

Chairman, Committee on
Education and Labor

House of Representatives

The Honorable William F. Goodling
Ranking Minority Member
Committee on Education and Labor
House of Representatives

The Honorable Dale E. Kildee

Chairman, Subcommittee on Elementary,
Secondary, and Vocational Education

Committee on Education and Labor

House of Representatives

The Honorable George Miller
House of Representatives

In your letter of October 19, 1993, you indicated that you were disturbed
that state offices of education have become increasingly dependent on
federal education dollars for their staffing. You noted that the federal
government’s share of the total cost of education is well under 10 percent,’
yet federal funding of state offices of education is much higher than this
percentage and out of all proportion to general federal support of
education. Because no comprehensive information was available on the
federal funding of state offices of education you asked us to find out

(1) the amount of federal dollars used by state education agencies (SEAS)
to fund their administrative and other operating costs? and (2) how SEAs
are using these funds to support their operating activities. You also asked
us to report any information we could on anticipated changes in the
federal-versus-state funding balance from fiscal year 1993 to fiscal year
1995.

!Tn 1990, state and local sources each contributed 47 percent of revenues. The remaining 6 percent was
provided from federal sources.

2Administrative costs refer to the costs associated with an SEA’s administration of a program that is
frequently operated by a local education agency. In this study, our proxy measure for administrative
costs are full-time-equivalent employees (FTEs). Operating costs include administrative costs as well
as the other costs of conducting the program. For example, if an SEA operates a school for the blind,
operating costs would include such things as teacher salaries, overhead, or transportation.
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Results in Brief

Background
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In fiscal year 1993, although the federal government only provided about

7 percent of elementary and secondary school funding, states relied on
federal support for about 41 percent of the funding and 41 percent of the
staff for their state education agencies. This may give the impression that
the federal government was providing more than what might be thought to
be its fair share of SEA operating funds. However, a closer look portrays a
more complex picture.

Most federal and state funding received by sEas is passed through to local
education agencies. However, some federal and some state funding is kept
at the SEA for state-level operations, primarily oversight, technical
assistance, and training related to specific federal programs. The level of
federal support for sEas varied widely among states depending on the
number and types of federal and state programs the SEA operates, ranging
from about 10 to about 80 percent, with the average level of support being
41 percent. For the 10 federal programs found in nearly every state,
however, the average level of support drops to 29 percent.

Overall, states reserved a greater share of federal than state funds for
state-level operations—by a ratio of 4 to 1. This difference may be due,
state officials report, to the administrative and regulatory requirements
imposed by federal programs. At the same time, total state funding
received by the sEas ($113.8 billion) far exceeded total federal funding
received ($17.5 billion). Most states foresee little change in their federal
funding share related to operating seas from 1993 to 1995.

States have always been responsible for the organization and
administration of education within their borders. seas—often referred to
as state departments of education—began over 100 years ago to help chief
state school officers administer the education policies set by state boards
of education. sEas have grown and changed over the years. Originally, their
mission was limited primarily to gathering and reporting statistics. Later
their duties expanded to include inspection and regulation. Today, their
role is to establish and improve programs and develop policy, in addition
to maintaining their more traditional roles.?

SEAs grew rapidly after the 1950s, initially as a response to federal
legislation, particularly the National Defense Education Act of 1958 and,
later, under Title V of the Elementary and Secondary Education Act of

3Educational Governance in the States. Washington, D.C.: The Council of Chief State School Officers
(February 1983).
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Scope and
Methodology

1965. The latter legislation greatly expanded federal funding of education
and, among other things, directed federal funds to strengthen the capacity
of state education agencies.

SEAs oversee the distribution of large sums of state and federal funds to
schools. All sEas can and do keep a portion of the funding they receive
from both state and federal sources to support their activities.! sea
officials generally describe these activities as consisting of regulatory
activities such as monitoring and reporting on the use of the funds at the
local level, technical assistance and training for the local districts, and
establishing innovative programs. However, according to a 1983 report,
SEAs vary in the specific activities for which they are responsible and the
ways they organize to carry out those responsibilities. Prior studies® have
not described the content of this variation or explored why this variation
exists.

To determine the amount and sources of federal funding used by SEAs to
fund their administrative and other operating costs, we surveyed SEAs in 49
states (see app. IX). We did not include Hawaii and the District of
Columbia because these jurisdictions do not differentiate between state
and local education agencies. To obtain additional details on federal
funding sources, we conducted telephone interviews with financial staff at
each SEA. State funding, as referred to in the letter and appendices, may
include small amounts of funding from other nongovernmental sources,,
such as gifts from foundations. Staffing levels stated in the letter and
appendices refer to FTE employees.

To determine how the sEas used the federal funds, we asked each sEa for
information on the number of FTEs funded from federal and state sources.
We defined operating funds as funds retained at the sga level for
administrative and other purposes. We used FTEs as a proxy measure for
administrative costs. Committee staff and the Council of Chief State
School Officers® concurred with these definitions. Within nine selected

“Funds kept to administer and operate programs are also referred to as retained funds. This is the term
used in our appendices and figures.

8Educational Governance in the States; Education Block Grant Alters State Role and Provides Greater
Local Discretion (GAO/HRD-85-18, Nov. 19, 1984); and Education Block Grant: How Funds Reserved
for State Efforts in California and Washington Are Used (GAO/HRD-86-94, May 13, 1986).

%The Council of Chief State School Officers (CCSSO) is a nationwide nonprofit organization comprised
of the 57 public officials who head the departments of elementary and secondary education—and in
some states other aspects of education—in the 50 states, five U.S. extra-state jurisdictions, the District
of Columbia, and the Department of Defense Dependents Schools.
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Federal Share of SEA
Support Varies Widely
Among States

SEAS, we also conducted telephone interviews with financial and program
staff to determine how those agencies used federal funds for SEa
operations for Chapter 1 (State Administration funds, Migrant Children’s
funds, and any other funds),” Chapter 2,2 Drug Free Schools,? and
Eisenhower Math and Science programs.!® We selected the nine SEAs to
provide diversity in geographic location, population and budget size, and
financial health.

We conducted our work between January 1994 and July 1994 in
accordance with generally accepted government auditing standards. We
did not verify the data provided to us by sEA officials. :

In fiscal year 1993, the federal government provided about 7 percent of
total elementary and secondary education funding, with states and local
districts providing the remaining 93 percent.!! sgas received funding from
both federal and state sources and reserved some of the funding for sea
operating costs. On the federal side, various programs provided for
different levels of support. For example, Chapter 1, by far the largest
source of federal funding ($6.8 billion), provided 1 percent for state
administrative costs. Chapter 2, however, a much smaller program

($450 million), provides that SEAs may keep up to 20 percent for activities
at the state level. Of this amount, 25 percent (b percent of the total grant)
may be used for program administration, and the remainder for innovative
projects and other state programs.

"The Elementary and Secondary Education Act provides targeted programs to improve educational
opportunities for particular groups of students who have been inadequately served, such as those who
are poor or who have disabilities or limited English proficiency. Chapter 1 of Title 1 of this act is the
largest federal education program for elementary and secondary school children and is for those
whose education attainment is below the level that is appropriate for their age. It serves over 5 million
children through supplemental instruction in reading, math, or language arts.

8Chapter 2 of Title 1 of the Elementary and Secondary Education Act provides funds to improve the
quality of elementary and secondary education for children at risk of failure in public and private
schools.

9States receive grants, according to a statutory formula, to assist in combating the abuse of drugs and
alcohol by the nation’s children and youth. This program also funds school personnel training, national
programs, and emergency grants to provide special assistance to school systems with a high incidence
of drug abuse.

YFyunds available for this activity under a formula grant are used by state and local educational
agencies to train teachers and improve instruction in mathematics and science.

UAnother perspective is achieved by eliminating local funding of education, since, as we were told, no

local funding is used to fund SEAs. If we look at just federal and state funding for education, the
federal share is about 13 percent.
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On average, in fiscal year 1993, the federal portion of SEA operating funds
constituted about 41 percent of SEA operating funds. (See app. 1.) Similarly,
federally funded staff constituted, on average, about 41 percent of the total
SEA staff. (See app. I1.) However, the federal share of funding and staff
varied widely from state to state. For example, although more than half the
sEAs reported their federal share of dollars to be between 30 and

50 percent, the federal share ranged from 6 percent in Maine to 77 percent
in Michigan. (See fig. 1.) The federally funded staff portion reported by
seas ranged from 10 percent in Connecticut to 81 percent in Iowa. (See
app. 11, table I1.2.)
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Figure 1: Federal Share of SEA Operating Funds Varies Widely Among States
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SEAs Foresee Little
Change in Federal
Funding Share

Most SEAs reported that they expect less than a 5 percentage points change
in the federal portion of their operating funds from fiscal year 1993 to
fiscal year 1995. Twenty-four sEas project an increase of from .02 to

10 percentage points. Three SEAs project no change and 22 seas project a
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decrease. (See fig. 2.) Louisiana expects the largest increase—from
39 percent to 49 percent—and South Dakota expects the greatest
decrease—from 62 percent to 56 percent. (See app. VII.)

Figure 2: Forty-Three States Foresee
Less Than a 5 Percentage Points
Change In Their Federal Share of
Operating Funding From Fiscal Year
1993 to Fiscal Year 1995
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The federal portion of the funding seas used for operations varies among
states, in part, because of differences in the mix of programs for which
each has responsibility. Some federal programs are not found in all seas.

(See apps. Il and V.) For example, just one SEA—Arkansas—operates the

Migrant Student Record Transfer System. This constituted over 35 percent
of Arkansas’ federal funding reserved by the seA. Similarly, 12 states
reported their SEAs operate vocational rehabilitation programs!? and 8 sgas
reported operating the Disability Determination Service for Social
Security. The sEas that operate these programs indicate that the programs
account for large amounts of operating funds. For example:

2Three other states reported using some vocational rehabilitation funds for special projects although
the SEA did not operate the vocational rehabilitation program for the state.
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