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Introduction

This report is submitted pursuant to the
"sunset" review procedures enacted by
Chapter 1270, Statutes of 1983 (Senate Bill
1155).

Chapter 1270 provided for tennination of
the Economic Impact Aid (EIA) program on
June 30,1986. Chapter 1318, Statutes of 1984
(Senate Bill 1858), which became operative on
Januaryl,1985,extended that date to June 30,
1987.

The EIA program provides funds to local
school districts which have high concentra­
tions of children who are poor, educationally
disadvantaged, orhave limitedproficiency in
English. These funds are used to (1) supple­
ment educational services, particularly in
basic skills, for children who have difficulty
in reading, language development, or mathe­
matics and (2) provide bilingual education
programs (EIA-LEP) for children who are
classified as limited English-proficient.

As part of the sunset process, Chapter 1270
requires the State Department of Education
(SDE) to review the EIA program and submit
its findings to the Legislature by September
15, 1985. The department submitted its re­
port in March 1986. Chapter 1270 also re­
quires the Legislative Analyst to review the
department's report and submit her own
findings, comments, and recommendations
regarding the program to the Legislature.

Specifically, Chapter 1270 requires the SDE
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and the Legislative Analyst to address as
many of the following issues as possible:

(1) The appropriateness of formulas
used to identify children who have
special needs.

(2) The appropriateness of fonnulas
used to allocate funds and the
adequacy of funding levels for the
program.

(3) The effectiveness of the program.

(4) The appropriateness of local control.

(5) The appropriateness of state involve-
ment in monitoring, reviewing, and
auditing to assure that funds are
being used efficiently, economically,
and legally.

(6) The appropriateness of the adminis­
trative costs of these programs.

(7) The appropriateness of plaCing ad­
ministration of these programs under
SDE.

(8) The interrelationships among state
and federal categorical programs
providing this type of assistance.

(9) The characteristics of the target popu­
lation being served by the program.

(10) The need for the program.

(11) The purpose and intent of the pro­
gram.
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The law also requires that the report sub­
mitted by the SDE include, but not be limited
to, all of the following topics:

(1) A description of the program, includ­
ing a description of how the program
is administered at the state and local
level.

(2) The history of the program and previ-
ous legislative action.

(3) Relevant statistical data.

(4) Related federal programs.

(5) Whether there is an unmet need for
the intended purposes of the program
and, if any, an estimated cost of serv­
ing the unmet need.

(6) Findings regarding the program, in­
cluding comments on whether any
identified problems are implementa­
tion issues, or issues that require revi­
sion of law or regulations.

(7) Recommendations of ways to im­
prove the programwhile maintaining
its basic purposes.

The first chapter of this report provides a
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program description and our findings and
recommendations related to specific aspects
of the program. Chapter II is divided into
three sections: (1) the first section outlines the
recommendations made by SDE with which
we concur, (2) the second section contains
recommendations made by the department
with which we disagree, and (3) the third
section contains a discussion of the recom­
mendations made by SDE for which we are
unable to make a recommendation because
insufficient information is provided in the
department's report.

This report, as specified by law, is based
largely on our review of the SDE report.
Some information that is provided in theSDE
report, such as results ofcoordinated compli­
ance reviews, is not repeated here. We sug­
gest, therefore, that this report be read in
conjunction with the SDE report in order to
obtain a more complete understanding of the
program and of our comments on the SDE's
findings and recommendations.

This report was prepared by Sue Burr
under the supervision of Ray Reinhard and
Hal Geiogue. -:.
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Executive Summary

Executive Summary

I. Legislative Analyst's Findings

• The sunset legislation specifies seven
items that the State Department of
Education's (SDE) sunset review report
must address, and 11 items that it may
address. Our review indicates that the
department's report fails to respond
fully to one of the required items:
whether there is an unmet need for the
program and an estimated cost of serv­
ing the unmet need. Our review also
indicates that the department's report
fails to address five of the 11 optional
items, including a discussion of the
appropriateness of formulas used to al­
locate funds and the adequacy of fund­
ing levels for the program.

• Neither the statement of legislative in­
tent in the authorizing legislation nor
SDE's sunset review report describes the
goals of the Economic Impact Aid (EIA)
program in terms that lend themselves
to measurement of the program's suc­
cess or failure. We believe that such a
statement is necessary, in order to evalu­
ate the program.

• Based on our review of (1) the statutes
establishing ErA, (2) the factors used in
determining "need" in the EIA funding
formula, and (3) the statement of pur­
pose provided by the department, we
conclude that ErA is intended to provide
school districts that are impacted with

concentrations of disadvantaged stu­
dents with the additional resources
needed to provide enhanced educa­
tional opportunities for such students.

• None of the ErA evaluations conducted
to date has focused on the cost-effective­
ness of the program or measured its
success in meeting its objectives. More­
over, it is unclear how accurately the
method of determining "need" as speci­
fied in the EIA formula reflects actual
needs of school districts for additional
resources.

• For 1986-87, the Legislature appropri­
ated $197.0 million (after Governor's
vetoesHortheErA program. Inaddition,
there is an estimated $323.4 million in
federal Education Consolidation and
Improvement Act (ECIA) Chapter 1
funds available for compensatory edu­
cationservices in this year. Because each
school district uses its own criteria for
determining eligibility for compensa­
tory education services, it is not known
how many students are eligible to re­
ceive the services.

• Funding for EIA is distributed according
to a primary and a secondary formula.
The primary formula, which is used by
SDE to allocate approximately 91 per­
cent of ErA funds, involves a complex
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multi-step process which (1) determines
statewide and district shares of "gross
need" and (2) allocates available re­
sources based on (a) maintaining at least
85 percent of each district's prior- year
funding level and (b) using any remain­
ing funds to address "unmet need." The
secondary formula provides for distri­
bution of the remaining funds at the
discretion of the Superintendent of Pub­
lic Instruction, within defined parame­
ters.

• The primary formula assumes that each
school district's "need" for EIA funds
varies basedon (1) the absolute number of
pupils in poverty within the district and
(2) the district's relative concentration
(compared to statewide averages) of
pupils from three types of disadvan­
taged backgrounds (limited-English
proficient (LEP); living in poverty; and
transient). Byusing measures ofpoverty
twice, in a multiplicative fashion, the
formula gives extra weight to this factor
as a measure of district "need."

• Based on information provided in the
department's sunset review report, we
are unable to determine (1) whether the
total amount of "gross need" identified
in the EIA funding formula accurately
represents the total amount of compen­
satory education funds needed to en­
hance educational opportunities for dis­
advantaged students on a statewide
basis or (2) whether the factors in the EIA
funding formula accurately identify
school districts' relative needs for com­
pensatory education funds.

• In practice, the EIA funding formula
places the highest priority on maintain­
ing each school district's prior-year
funding allocation. As a consequence,
the allocation of EIA funds does not
necessarily reflect districts' relative
needs for funds as measured by the for­
mula.

Executive Summary

• In 1985-86, school districts received EIA
funding amounting to widely varying
percentages of their computed "gross
need" amounts-from less than 10 per­
cent to greater than 100 percent of
"need." A majority of districts received
sufficient EIA funding to meet less than
40 percent of their respective amounts of
"gross need." While at first glance it
would appear that state funds are meet­
inga relatively low level of"gross need,"
our analysis indicates that this measure­
ment of "need" is misleading. This is
because the original EIA funding formu­
las' estimate of "gross need" had been
derived on the assumption that part of
this "need" would be met with federal
funds and part with state funds. Subse­
quent to the passage of the state legisla­
tion, however, federal regulations pre­
cluded taking account of the availability
of federal funds in the state distribution
formula. The state formula was
amended to eliminate any reference to
federal funds, but the calculation of
"gross need" was not adjusted down­
ward to reflect only that amount of
"need" that was supposed to have been
met by state funds. As a result, the
formula appears to result in much lower
levels of "gross need" being met than
would be the case if the level of "gross
need" were appropriately recalculated.

• Although each school district's "need"
for EIA funds is based on (1) the number
ofpupils in poverty and (2) its impaction
by three types of disadvantaged stu­
dents (limited-English proficient (LEP);
living in poverty; and transient), school
districts are not required to use EIA
funds to serve all such students.

• Instead, school districts have consider­
able discretion in determining which of
their schools will receive compensatory
education funding, the amounts allo­
cated to each school, the academic crite­
ria that will be used in determining
which students are eligible for compen-
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satory education services, and the types
of services provided. This discrepancy
between the factors used to measure
"need" in the EIA funding formula and
the ways in which these funds are actu­
ally spent at the local level further com­
plicates the determination of whether
the measures of need employed in the
formula are, in fact, appropriate.

• Based on information provided in the
department's report, we are unable to
determine whether school planning
processes constitute an effective mecha­
nism, at the local level, to ensure coordi­
nationand eliminate duplication ofserv­
ices provided by other categorical edu­
cation programs targeted at disadvan­
taged students.

• Our review indicates that, at the state
level, coordination of the funding for­
mulas for EIA and the federal ECIA
Chapter 1 program s:h0uld be strength­
ened because (1) the programs have
similar goals and funding formulas, and
(2) the original state EIA legislation
envisioned that the availability of fed­
eral funds would be considered in deter­
mining allocations of state funds.

• Based on our review of the coordinated
compliance review process, we believe
that this is a reasonably effective audit

Executive Summary

mechanism for ensuring that EIA funds
are used in compliance with applicable
state laws and regulations. We find little
indication, however, that the process
provides a soundbasis for evaluatingthe
effectiveness of districts' expenditures
of EIA funds in enhancing the educa­
tional opportunities of disadvantaged
students.

• The department's report contains no
information onthe level ofstateand local
funding for overall administration of the
EIA program. In the absence of this
information, we are unable to comment
on the appropriateness ofamounts spent
to administer the program.

• The department's report cites as evi­
dence of program effectiveness the re­
sults of reading and mathematics
achievement tests administered to com­
pensatory education students. Our re­
view, however, indicates that this evi­
dence is insufficient to determine the
effectiveness of the EIA program. Spe­
cifically, the results do not indicate (1)
how the students tested might have been
expected to perform in the absence of the
EIA program, (2) what amount of the
achievement increase (if any) is attribut­
able to services provided through EIA,
and (3) how such increases are related to
different levels of EIA expenditures.

II. Legislative Analyst's Recommendation

We recommend that the State Department
of Education conduct a comprehensive
evaluation ofthe Economic ImpactAid (EIA)
program, focusing on (1) the appropriateness
of the EIA funding formula and (2) the effec­
tiveness ofthe EIA program in improving the
educational achievement levels ofdisadvan­
taged students. Pending the completion of
such a review, we recommend that the sunset
date for EIA be extended for two years only,
to June 30,1989.

We find that the department's report inade­
quately addresses several major issues in­
cluding the following:

• The appropriateness offormulas used to
allocate EIA funds; and

• The effectiveness of the EIA program in
improving the educational achievement
levels of disadvantaged students.

Our review further indicates that it is both
possible-and necessary-to address these
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issues, in order to provide an analytical basis
for the Legislature to make a determination
regarding continuation of the EIA program.

Accordingly, we recommend that the sun­
set date for the EIA program be extended for
two years only (to June 30, 1989), pending the
results of a more comprehensive review of
the program. Specifically, we recommend
that SDE develop a plan and funding pro­
posal for consideration during hearings on
the 1988-89 Budget Bill which would encom­
pass (1) a comprehensive review of the EIA
funding formula, addressing the findings

Executive Summary

contained in this report and (2) an evaluation
of the effectiveness of the EIA/State Com­
pensatory Education (SCE) program. This
latter evaluation should include an examina­
tion of the following:

• The specific impact of the EIA program
in improving the educational achieve­
ment levels of disadvantaged students;
and

• How increases in achievement (if any)
are related to levels of spending on EIA.
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Chapter I: Description, Findings and Recommendation

Chapter I

Program Description
and Legislative Analyst's
Findings and
Recommendation

This chapter contains a description of the
Economic Impact Aid (EIA) program and our
findings and recommendation on the topics
specified for review in the sunset legislation.

The program description is based largely
on information provided in the State Depart­
ment of Education's (SDE) report. It should
be noted that the sunset legislation specifies
11 items that the SDE's report may address
andsevenitems that it mustaddress. Of the 11
optional items, the department addresses
only five. Of those which the department did
not address, the most significant items in­
clude:

• The appropriateness of identification

formulas in determining which children
have special needs;

• The appropriateness offormulas used to
allocate funds and the adequacy of fund­
ing levels of the program;

• Theappropriateness ofamounts spent to
administer this program; and

• The appropriateness of having the SDE
administer this program.

Of the seven required items, the depart­
ment fails to respond fully to one item­
whether there is an unmet need for the pro­
gram and an estimated cost of serving the
unmet need, if any.

Purpose and Goals of the Program

The statute establishing the EIA program
(Education Code Section 54000) states the
intent of the program as follows:

"It is the intent of the Legislature to provide
quality educational opportunities for all chil­
dren in the public schools. The Legislature
recognizes that a wide variety of factors such
as low family income, pupil transiency rates,
and large numbers of homes where a primary
language other than English is spoken have a
direct impact on achild's success in schooland
personal development, and require that differ­
ent levels of financial assistance be provided

districts in order to assure a quality level of
education for all pupils."

According to SDE, the purpose and goals of
the Economic Impact Aid/State Compensa­
tory Education (EIA/SCE) program are:

• To provideschool districts extra funds to
supplement their regular instructional
services for disadvantaged students;

• To expand and improve the educational
achievement of educationally disadvan­
taged students; and

• To hold local officials responsible for the
education of the disadvantaged student.
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(It should be noted that the EIA program, in
eligible districts, attempts to provide funds
for two subprograms-the bilingual educa­
tion program which provides services only to
limited-English proficient (LEP) pupils and
the SCE program which provides services to
all pupils inneed of remediation. Our review
of the bilingual program was presented in an
earlier report-The Bilingual Education Pro­
gram, A Sunset Review, issued in June 1986.
The majority of this report, therefore, will
cover the SCE program and the related EIA
funding formula.)

Our review indicates that neither the
Legislature's statement of intent nor the
SDE's statement of purpose describes the
goals of EIA in terms that lend themselves to
measurement of the program's success or
failure. (For example, it is not clear what level
of "quality" is intended by the statement of
legislative intent-or if the intent is to assure

History of Legislative Action

Although several pieces of legislation were
enacted which complement the SCE pro­
gram, the central laws leading up to the cur­
rent program include the following:

• Mc Ateer Act (SB 115/1963)-This bill
established a two-year pilot project in
compensatory education for culturally
disadvantaged students.

• Educationally Disadvantaged Youth
(EDY) Act (SB 90/1972)-This program
was the precursor to the current EIA
program. The intent of the program was
to provide quality educational opportu­
nities for all children inCalifornia public
schools by providing additional finan­
cial aid to schools with high concentra­
tions of (1) pupils from families with low
incomes, (2) LEP pupils, and (3) pupils
whose families are transient.

• Economic Impact Aid program (AB 65/
1977)-This bill modified the EDY fund­
ing formula, but the programmatic in­
tent remained the same as in the previ­
ous EDY program.

Chapter I: Description, Findings and Recommendation

the same level of quality for all students.
Similarly, the SDE's statement of purpose
does not indicate what standard should be
used in judging the effectiveness of EIA in
improving the educational achievement of
disadvantaged students.) Such a statement is
necessary, we believe, in order to evaluate the
accomplishments of the program.

Based on our review of (1) the statutes es­
tablishing EIA and its predecessor, the Edu­
cationally Disadvantaged Youth (EDY) pro­
gram, (2) the factors used in determining
"need" in the EIA funding formula, and (3)
the statement of purpose provided by the
SDE, we conclude that EIA is intended to
provide school districts that are impacted
with concentrations of disadvantaged stu­
dents with the additional resources needed to
provide enhanced educational opportunities
for such students.

Related Federal Legislation. In 1965, Con­
gress enacted the Elementary and Secondary
Education Act. Title I of this law provided
school districts supplemental assistance for
programs to develop basic skills to students
from low-income areas who score below
grade level on standardized tests. This law
has been amended twice and is now known
as Chapter 1 of the Education Consolidation
and Improvement Act (ECIA), but the pro­
grammatic intent has remained the same.
According to the department's report, state
EIA funds are designed to complement
grants received under the federal ECIA,
Chapter 1 program. The SDE asserts that
although themonies are designed to serve the
same general population, they do not dupli­
cate services because federal funding is gen­
erally insufficient to serve all eligible stu­
dents. (As used in this report, the term "eli­
gible student" refers to any student who
scores below the 50th percentile on a state­
approved assessment.)
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Chapter I: Description, Findings and Recommendation

Enrollment and Funding Summary

In 1986-87, the Legislature appropriated
$197.0 million (after $4.2 million in
Governor's vetoes) for the EIA program. In
addition, there is an estimated $323.4 million
in federal ECIA, Chapter 1 funds available
for compensatory education services in this
year. Because criteria used to determine
eligibility for compensatory education serv­
ices vary from district to district, it is not
known how many students are eligible to
receive such services.

Table 1 provides a summary of the funding
and participation rates for the SCE program
from 1982-83 through 1984-85 (the most re­
cent data available). The table shows that,
over this period, the estimated total amount
of funding used for the compensatory educa­
tion program (including state and federal
funding) has increased by almost 13 percent.
This increase is almost double the rate of
increase of the number of students served by
the program.

Table 1
State Compensatory Education Program

Funding and Participation Rates
1982-83 through 1984-85
<dollars in thousands>

1982-83

1983-84

1984-85

Change from
1982-83:

Estimated Total
Total Amount Estimated Total Amount Compensatory

Number of Number of EIA-State EIA Allocated ECIA, Chapter 1 Education
Schools' Studentsb Funds to SCE Program" Federal Fundstl Funding-

3,463 911,667 $171,737 $101,295 $223,725 $325,020

3,535 938,549 182,041 , 99,434 247,874 347,308

3,648 980,874 188,127 90,661 275,438 366,099

Amount

Percent

185

5}%

69,207

7.6%

16,390

9.5%

($10,634)

-10.5%

$51,713

23.1%

$41,079

12.6%

a Schools which receive EIA/SCE and/or ECIA Chapter 1 funds.
b Number of students served by EIA/SCE and/or ECIA Chapter 1 funds.
" Economic Impact Aid also provides for funding to school districts for services to limited-English proficient

(LEP) pupils. This column shows the estimated amount used by school districts for compensatory education.
Actual expenditures which exclude EIA/LEP spending are not available.

d This is the amount of Chapter 1 funds actually made available to schools, and does not include funds for
migrant, neglected and delinquent, or handicapped children.

e Funding for EIA/SCE (estimated) and ECIA, Chapter 1.

As Table 1 indicates, both the number of
schools and the number ofstudents served by
the compensatory education program have
increased moderately during the past three
years. The total amount ofEIA funding avail­
able for allocation to this program has also
increased by 9 percent; however, the amount
specifically allocated by school districts to
students participating in the SCE program

has decreased by 10 percent during this time
period. According to the department, this
decrease is likely due to decisions on the part
of local districts to allocate a greater share of
the EIA funds to programs providing serv­
ices to LEP pupils. The table also shows that
federal funds made available to schools for
compensatory education have increased by
23 percent during the period shown.
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Funding Mechanism

EIA funds are distributed according to a
primary and a secondary formula..

The primary formula, which is usedbySDE
to allocate approximately 91 percent of the
EIA funds, involves a complex multi-step
process which (1) determines statewide and
district share of"gross need" and (2) allocates
available resources based on (a) maintaining
each district's prior year's funding level and
(b) addressing "unmet need" as described in
detail below:

STEP 1: SDE Determines a Statewide, Com­
putational "Gross Need" Amount.
In this step, the department com­
putes a "gross need" amount by
multiplying (1) a statewide count of
school-aged children in poverty
(based onspecified indexes) by (2) an
"average excess cost of education,"
statutorily defined as $440 in 1979-80
and increasing by 6 percent annually
thereafter.

STEP 2: SDE Allocates Shares of Statewide
"Gross Need" Among School Dis­
tricts. In this step, the department
multiplies each school district's
count of school-age children in pov­
erty by an "impaction factor." The
amount of statewide "gross need" is
then divided among districts based
on these weighted counts. The im­
paction factor is based on the
district's concentration- relative to
statewide averages for districts of
similar size apd type-of pupils who
(1) have limited-English proficiency,
(2) live in poverty, and (3) are tran­
sient. (A district with concentrations
identical to the statewide average for
all three factors would receive an
impaction factor of 1.0.) Districts
with impaction factors in excess of
2.0 are assigned a factor of 2.0. Thus,
the formula assumes that each
school district's "need" for EIA

Chapter I: Description, Findings and Recommendation

funds varies based on (l) the absolute
number of pupils in poverty within
the district and (2) the district's rela­
tive concentration of pupils from dis­
advantaged backgrounds, as meas­
ured by the impaction factor. In
addition, by using measures of pov­
erty twice, in multiplicative fashion,
the formula gives extra weight to this
factor as a measure of district
"need."

STEP 3: SDE Determines Each District's
"Unmet Need." In this step, the
department subtracts the amount of
each district's prior-year grant from
its share of statewide "gross need"
and the difference, if positive, is
deemed to be "unmet need." (That
is, the formula assumes that each
district will receive at least its prior­
year grant amount, provided its
"gross need" figure equals or ex­
ceeds this amount.) Districts with
impaction factors of less than 0.35,
however, are assigned an unmet
need of zero.

STEP 4: SDE Determines Each District's En­
titlement. In this step, the depart­
ment apportions funds to the dis­
tricts in the following priority:

(1) Each district is assigned an
amount equal to (a) its prior­
year grant or (b) its share of
statewide "gross need" (if less
than its prior-year grant). In no
event, however, may a district
receive less than 85 percent of its
prior-year grant. For the vast
majority of districts, their re­
spective shares of statewide
"gross need" greatly exceed
their prior-year grants. In prac­
tice, therefore, this provision re­
sults in the formula placing the
highest priority on maintaining

Page 10



each school district's prior-year
funding allocation.

(2) An inflation adjustment (if pro­
vided in the Budget Act) is then
applied to the grants of all dis­
tricts whose current-year grants
equal ~hose of the prior year.

(3) Finally, any funds remaining
from the current fiscal year ap­
propriation are apportioned to
districts for program expan­
sion. This apportionment is
made to each district in direct
proportion to its amount of
"unmet need."

The secondary formula, commonly known
as the "bounce file," provides for funding
distribution at the discretion of the Superin­
tendent of Public Instruction, within defined
parameters. This formula provides funding
to districts whose primary entitlements
would not yield sufficient funding to serve a
"reasonable" (as defined in the annual
Budget Act) portion of the population of stu­
dents from families in poverty as described
below:

STEP 1: The department adds the most cur­
rent (prior-year) estimates of (1)
low-income pupils as measured by
AFDC recipients and (2) LEP pupils
by district to obtain a statewide total.
The amount specified for the
"bounce file" in the Budget Act­
$17,756,000 in 1986-87-is divided
by this statewide total to obtain a po­
tential per pupil allocation.

STEP 2: Using the EIA base formula de­
scribed above, the department as­
signs each district either (l) a mini­
mum grant amount-defined in the
BudgetAct as $6,028 in1986-87, or (2)
a formula-derived amount.

STEP 3: The department performs a com­
puter analysis to determine the per
pupil amount needed to bring each
district up to the minimum grant

Chapter I: Description, Findings and Recommendation

level. The funds available for this
purpose are then distributed. Ac­
cording to SDE, this amount is usu­
ally equivalent to $100 per eligible
pupil.

Needless to say, these are two of the more
Byzantine formulas in school finance. Our
review of their use indicates:

• There is No Empirical Basis for "Gross
Need" Computation. We are unable to
determine whether the total amount of
"gross need" identified by the EIA fund­
ing formula accurately represents the
amount of compensatory education
funds needed to enhance educational
opportunities for disadvantaged stu­
dents.

In arriving at an estimated amount of state­
wide "gross need" for compensatory educa­
tion funds, the EIAformula multiplies a state­
wide count of school-aged children in pov­
erty by an "average excess cost of education,"
defined in statute as $440 in 1979-80 and
increasing by 6 percent annually thereafter.
We know of no independent, analytically­
based research that supports this dollar fig­
ure, or the assumption that it should increase
by 6 percent annually-irrespective of actual
increases in the cost of providing educational
services. The SDE does not cite any research
to support these amounts in its report.

• There is No Empirical Basis for Calcu­
lating Districts' Relative Needs. We are
also unable to determine whether the
factors in the EIA funding formula accu­
rately identify school districts' relative
needs for such funds.

Implicit in the EIA formula is the assump­
tion that the amount of funding needed to
provide enhanced educational opportunities
for disadvantaged students among districts
varies based on (1) the absolute number of
pupils in poverty within a district, multiplied
by (2) the district's relative concentration of
pupils from three types of disadvantaged
backgrounds (limited-English proficiency,
poverty, and transiency).
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Ignoring proVIsIons for mmnnum and
maximum amounts of "need," the formula
generally provides that:

• If two districts have the same number of
pupils in poverty, but the percentage of
pupils from disadvantaged back­
grounds (limited-English proficiency,
poverty, and transiency) is twice as high
in District A as in District B, then District
A has twice as much "need" for addi­
tional funds as District B.

• If two districts have the same percentage
of pupils from disadvantaged back­
grounds, but the number of pupils in
poverty in District C is twice that of
District D, then District C has twice as
much "need" for additional funds as
District D.

• If District E has twice as many pupils in
poverty and twice the concentration of
pupils from disadvantaged back­
grounds as District F, then District E has
four times the "need" for additional
funds as District F.

We know ofno research that supports these
relationships between the factors in the EIA
formula and a district's need for additional
compensatory education funds. The SDE
does not cite any such research in its report;
moreover, as noted previously, the
department's report does not contain any
discussion of the appropriateness of the fac­
tors which comprise the funding formula.

• The Allocation of Funds Does Not Re­
flect Need As Measured By Formula. In
practice, the EIA funding formula places
the highest priority on maintaining each
school district's prior-year funding allo­
cation. As a consequence, our analysis
indicates that the allocation ofEIA funds
does not reflect districts' relative needs
for funds as measured by the formula.

Chart 1 shows the distribution of the state's
1,029 school districts according to the per­
centage of "gross need" that was met by EIA
funds in 1985-86. As the chart shows, districts
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received funding amounting to widely vary­
ing percentages of their computed "gross
need" amounts-from less than 10 percent of
"need" to greater than 100 percent of "need."

Districts may receive EIA funding alloca­
tions that exceed their computed "gross
need" amounts for either of the following
reasons:

• The district's computed "gross need"
amount has declined by more than the
15 percent maximum annual reduction
in state aid permitted under the pri­
mary EIA funding formula; or

• The district receives aid through the
secondary (''bounce file") formula.

In 1985-86, one district received an EIA allo­
cation equal to 3,750 percent of its computed
"gross need;" 10 districts received EIA fund­
ing despite having no "gross need."

Chart 1 shows that, in 1985-86, a majority of
districts (approximately 60 percent) received
sufficient EIA funding to meet up to 40 per­
cent of their respective amounts of "gross
need." While at first glance it would appear
that state funds are meeting a relatively low
level of "gross need," our analysis indicates
that this measurement of "need" is mislead­
ing. This is because the original EIA funding
formula's estimate of "gross need" had been
derived on the assumption that part of this
"need" would be met with federal Title I
(later Chapter 1) funds and part with state
funds. Subsequent to the passage of the state
legislation, however, federal regulations
precluded taking account of the availability
of federal funds in the state distribution for­
mula. The state formula was amended to
eliminate any reference to federal funds, but
the calculation of "gross need" was not ad­
justed downward to reflect only that amount
of "need" that was supposed to have been
met by state funds. As a result, the formula
appears to result in much lower levels of
"gross need" being met than would be the
case if the level of "gross need" were appro­
priately recalculated.
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Chart 1
Distribution of School Districts by Percentage of "Gross Need" Met by EIA
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The relationships pictured in Chart 1 are
somewhat altered when the percentages of
"gross need" met are weighted to reflect the
number of students within each school dis­
trict as shown in Chart 2. Still, the fact re­
mains that school districts have vastly differ­
ent percentages of their "gross need" met
through the state's distribution of EIA funds.
Specifically, Chart 2 shows that:

• Districts accounting for about 15 per­
cent of statewide average daily atten­
dance (ADA) received EIA funds meet-

ing less than 20 percent of their "gross
need;"

• Districts representing about 46 percent
of statewide ADA received between 20
percent and 30 percent of "gross need;"

• Districts having about 35 percent of
statewide ADA received between 30
percent and 60 percent of "gross need;"
and

• Districts having about4 percent ofstate­
wide ADA received in excess of 60 per­
cent of "gross need."

Chart 2
Distribution of School District Enrollment by Percentage of "Gross Need" Met by EIA
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Thebias in the EIA funding formula toward
protecting existing allocation levels is pri­
marily due to the failure, noted earlier, to
adjust the calculation of statewide "gross
need" when it becameclear that federal funds
could not be counted toward meeting this
need. As a result, for most school districts,
"gross need" greatly exceeds the amount of
available state funds. And, as long as a
district's "gross need" exceeds its prior-year
grant amount, it is entitled under the formula
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to receive its prior-yearamount plus a COLA.

While we concur that districts should be
afforded some protection against abrupt
changes (both increases and decreases) in
funding levels, we question whether a system
that places such a high priority on protecting
districts' prior-year allocations results in the
most cost-effective distribution of state funds
in meeting the needs of disadvantaged stu­
dents.

Funding Allocation at the Local Level

Once the statewide EIA allocation is made,
districts have discretion to expend the funds
for the programs described below.

Services to LEP Pupils. School districts de­
termine what amount (if any) will be ex­
pended for services to LEP pupils. Districts
are required, however, to justify spending
above orbelow the "standard dollar" amount
of EIA funds (determined by dividing the
EIA grant by the number of students eligible
for compensatory education services) for
services to LEP pupils. (As noted earlier, the
bilingual education program for LEP pupils
is described in detail in a separate report.)

Services to Pupils Eligible for State Com­
pensatory Education (SCE). The EIA funds
which are not expended for services to LEP
pupils are allocated by districts to eligible
schools for SCE programs. Typically, districts
receive both EIA funds and federal ECIA,
Chapter 1 funds and may allocate either or
both to eligible schools.

Although each school district's "need" for
EIA funds is determined onthe basis of (1) the
number of its pupils living in poverty and (2)
its impactionby three types ofdisadvantaged
students (limited-English proficient, living in
poverty, and transient), school districts are
not required to use EIA funds to serve allsuch
students.

Instead, each school district must use its
EIA funds, first, to ensure that all limited-

English proficient pupils receive enhanced
educational opportunities. The district then
allocates any remaining EIA funds (and,
typically, its federal ECIA Chapter1 funds) to
its schools, according to their rank based on
criteria selected by the district from choices
specified in statute. Within these choices
(which generally relate to the percentages of
students in each school who are from low­
income families, are LEP, or are low-achiev­
ing academically), the school district has
considerable discretion in determining (1)
how the criteria will be applied in identifying
eligible schools and (2) the uniform amount
of funding per pupil that each eligible school
will receive. In general, however, a school
must have a concentration of students that is
above the districtwide average for the chosen
criteria in order to be eligible to receive EIA/
SCE funds.

Districts are required to use funds to meet
fully the needs of the highest-ranking school
before providing funds to the next-highest
ranking school, with the "cutoff" point
among schools determined separately by
each district. A school district, however, may
allocate funds to any school (even if its con­
centration of students for the chosen ranking
criteria is below the districtwide average) in
which the concentration of either LEP stu­
dents or students from low-income families
exceeds 25 percent, or the concentration of
low-achieving students exceeds 50 percent.
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Each school district chooses its own aca­
demic criteria for determining which stu­
dents among those schools receiving com­
pensatory education funds will be eligible for
these services (districts may use any cutoff
point below the 50th percentile on a state­
approved test). Finally, the district has dis­
cretion in determining which types of educa­
tional services will be offered to eligible stu­
dents.

Thus, under the existing statutes governing
ElA, it is possible-and likely-that a school
serving disadvantaged students (as defined
in the ElA "need" formula) might qualify for
compensatory education funds in one dis­
trict, while a school with a similar composi..,.
tion of students in another district might not.

Types of Services Provided

School Site SeE Programs. According to
the department's report, each school desiring
to receive ElA funds is required to develop a
three-year compensatory education program
which addresses the assessed needs of stu­
dents eligible to receive services. Pupil eligi­
bility is determined annually by each school
district, based on test data and teacher judg­
ment. As noted earlier, districts may define
student eligibility based on any cutoff score
below the 50th percentile on a state-approved
assessment.

Chapter I: Description, Findings and Recommendation

Even ifbothschools qualified for funding, the
amount of funds each received would likely
differ. Moreover, there would be no guaran­
tee that both schools would use the same
academic criteria in determining pupils' eli­
gibility for compensatory education services.
Finally, the services themselves may differ
between the two districts.

In sum, our review indicates that the factors
used to measure "need" in the ElA funding
formula may bear little relationship to the
ways in which these funds are actually spent
at the local level. This further complicates the
determination of whether the measures of
need employed in the formula are, in fact,
appropriate.

Services provided to SeE students vary
among schools. According to SDE, features
frequently offered by schools include indi­
vidualized instruction, use of teacher aides,
learning laboratories in basic subjects, use of
reading and/or mathematics specialists, and
specialized materials and supplies. Each
program is designed by the school principal
and project director, in consultation with
advisory councils, to meet the needs of the
eligible pupils.

Coordination with Other Categorical Programs

Students eligible to receiveSCE services are
typically eligible for a variety of other cate­
gorically-funded programs including, but
not limited to, the School Improvement Pro­
gram, the Miller-Unruh Reading program,
Indian education programs, and the feder­
ally-funded EClA, Chapter 1and 2 programs.
In such cases, according to SDE, a planning
process is instituted to coordinate the deliv­
ery of services in order to maximize theuse of
available funds and minimize program du­
plication.

Based on the information provided in the
department's report, however, we are unable
to determine whether the planning effort is
effective in achieving those goals.

Moreover, we believe that, at the state level,
coordination of the funding formulas for EIA
and the federal ECIA, Chapter 1 program
should be strengthened for the following
reasons: (1) the programs have quite similar
goals (to provide additional resources to
educationally disadvantaged students) and
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ations- "sustained effects reports"-on stu­
dent achievement in reading, mathematics,
or language arts. Despite this requirement,
SDE has made no effort to collect these data
on a statewide basis. Consequently, this in­
formation is not available as a measure of
effectiveness of compensatory education
programs.

Finally, SDE cites the results of a recent
federal study (the Sustaining Effects Study)
that, in part, examined the relationship be­
tween the cost and the effectiveness of the
federal Title I (later Chapter 1) program.
According to SDE, "...the study found that
there was no demonstrated relationship be­
tween the program costs of instruction stu­
dents received and changes in academic
achievement." The department's report indi­
cates that ...[t]his finding was explained by
the fact that the least able students received
the most costly services; they were the ones
least likely to improve academically."

Our analysis indicates that the "explana­
tion" cited by the department does not neces­
sarily preclude the existence of a relationship
between levels of education spending and
changes in academic achievement. Instead,
the study's finding of no gross relationship
between these two variables could be ex­
plained, in part, by a failure to control
adequately for the achievement levels of stu­
dents at the time they entered the Title I
program. Specifically, the results cited in the
department's report are also consistent with
the following scenario:

• For students overall, there is a negative
correlation between cost of instruction
and initial academic achievement level
(that is, it costs more on average to pro­
vide educational services to low-achiev­
ing students); and

• For students with similar initial achieve­
ment levels, there exists a positive corre­
lation between cost of instruction and
changes in academic achievement (that
is, higher levels of spending do result in
greater gains in achievement-other

. things being equal).
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Under these circumstances, if the study
merely looked at the overall relationship
between cost of instruction and change in
academic achievement for all students (with­
out controlling for important background
variables such as initial achievement levels),
it could be impossible to detect any relation­
ship between these two variables. It would
not be correct to conclude on the basis ofsuch
an analysis, however, that no relationship
existed.

Unfortunately, we are unable to determine
from the information provided in the
department's report the extent to which the
federal study controlled for important back­
ground variables in arriving at its conclusion
that educational spending levels "make no
difference" in affecting academic achieve­
ment.

The department's report goes on to note
that another problem faced by evaluators of
federally-funded compensatory education
was that the Title I program "...was better
defined as a funding program than as an
educational treatment." Thus, the results
obtained through compensatory education
programs may depend not only on the
amount of funds spent by a school district,
but also on how those funds are spent.

We believe that the state-funded EIA pro­
gram may also be "...better defined asa fund­
ing program than as an educational treat­
ment." Unlike the SDE, however, we view
the diversity in local practices as posing an
opportunity for a well-designed evaluation to
determine which uses of ErA funds are most
cost-effective in increasing the academic
achievement of various types of disadvan­
taged students. For example, an evaluation
might examine differences in academic
achievement among disadvantaged students
attending schools just above and just below
each district's funding "cutoff' line-and
relate these differences to the amount and
type of compensatory education services
provided. Another design might attempt to
match schools with similar populations of
disadvantaged students, from various dis-
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similar funding formulas, and (2) the original
state EIA legislation specified that federal
funds should be taken into consideration

Chapter I: Description, Findings and Recommendation

when determining allocations of state funds.
We present a specific recommendation ad­
dressing this issue later in this chapter.

State Administration and Review

The SDE issues general rules, regulations
and examples for determining the eligibility
of schools for SCE. The department also
provides technical assistance through visits,
workshops and statewide conferences. In
addition, the quality of the compensatory
education program at the school site is re­
viewed on a three-year cycle through the
department's "coordinated compliance re­
view" process. Results of 219 reviews, con­
ducted in 1984-85, are contained in the
department's report. Districts found tobe out
of compliance with state laws and regula­
tions are given a specific period of time­
usually six months-to correct these deficien­
cies. During this time, SDE provides techni­
cal assistance to help districts attain compli­
ance. If compliance is not achieved, SDE can
recommend to the State Board of Education
thatthe district's categorical funding be inter­
rupted or eliminated.

Effectiveness of the Program

Evaluation Results Do Not Substantiate
Effectiveness. The department's report con­
tains evaluation results for compensatory
education students who were tested in read­
ing and mathematics using a pre- and post­
test method that measures the changes in
achievement between these two points. The
information shows that, in both reading and
mathematics, students showed a gain, as
measured by normal curve equivalents
(NCE), in each year from 1979-80 through
1983-84 ranging from 0.7 to 2.1 NCE. (Please
refer to SDE's report for specific results.) The
report states that this information is used as
the basis for the conclusion that the EIA pro­
gram is effective.

Based on our review of the coordinated
compliance review process, we believe that
this is a reasonably effective audit mecha­
nism for ensuring that EIA funds are used in
compliance with applicable state laws and
regulations. We find little indication, how­
ever, that the process provides a sound basis
for evaluating the effectiveness of districts'
expenditures of EIA funds in enhancing the
educational opportunities of disadvantaged
students.

We note that the department's report does
not contain anyinformation about the level of
funding expended at the state or local level
for overall administration of the program. In
the absence of this information, we are unable
to comment on the appropriateness of the
program's administrative costs.

Our review, however, indicates that the
evidence presented by the SDE is insufficient
to determine the effectiveness of the EIA
program. Specifically, the results do not
indicate (1) how the students tested might
have been expected to perform in the absence
of the EIA program, (2) what amount of the
achievement increase (if any) is attributable
to services provided through EIA, and (3)
how such increases are related to levels of
funding for EIA.

Evaluations of Related Federal Program
Inconclusive. The department's report also
notes that schools receiving federal ECIA
Chapter 1 funds are required by federal law
to complete three-year longitudinal evalu-
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tricts, and examine the relationship between
(1) levels of academic achievement and (2)
amount and type of compensatory education
services provided.

In sum, our review indicates that the SDE
report fails to cite any compelling evidence
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regarding the effectiveness of the EIA pro­
gram in improving the academic achieve­
ment ofdisadvantaged students. We believe,
however, that it is possible-and necessary­
to design an evaluation that would provide
better information on the program's effec­
tiveness.

Legislative Analyst's Recommendation

We recommend that the State Department
of Education conduct a comprehensive
evaluation of the Economic Impact Aid pro­
gram, focusing on (1) the appropriateness of
the EIA funding formula and (2) the effective­
ness of the EIA program in improving the
educational achievement levels ofdisadvan­
taged students. Pending the completion of
such a review, we recommend that the sunset
date for EIA be extended for two years only,
to June 30, 1989.

As indicated by the findings presented in
this chapter, our review indicates that the
SDE's sunset review report is of little use to
the Legislature in analytically determining
whether the EIA program should be contin­
ued in its present form. Specifically, we find
the report inadequately addresses the follow­
ing major issues:

• Whether the calculation of "gross need"
specified in the formula bears any rea­
sonable relationship to the amount of
compensatory education funding actu­
ally needed to enhance educational
opportunities for disadvantaged stu­
dents;

• Whether the factors specified in the for­
mula accurately identify school districts'
relative needs for such funds;

• The rationale for placing the highest
priority on maintaining prior-year allo­
cations of funds, rather than distributing
funds to districts in proportion to their
needs;

• The effectiveness of the EIA program in
improving the educational achievement
levels of disadvantaged students; and

• How the availability of federal funds for
similar programs can be considered in
allocating EIA funds, in order to provide
a more equitable distribution of total
resources available for compensatory
education.

Our review further indicates that it is both
possible-and necessary- to address these
issues, in order for the Legislature to make an
analytical determination regarding the long­
term continuation of the EIA program.

Accordingly, we recommend that the sun­
set date for the EIA program be extended for
two years only (to June 30,1989), pending the
results of a more comprehensive review of
the program. Specifically, we recommend
that SDE develop a plan and funding pro­
posal for consideration during hearings on
the 1988-89 Budget Bill which would encom­
pass (1) a comprehensive review of the EIA
funding formula, addressing the findings
contained in this report and (2) an evaluation
of the effectiveness of the EIA/SeE program.
This latter evaluation should include an ex­
amination of both of the following:

• The specific impact of the EIA program
in improving the educational achieve­
ment levels of disadvantaged students;
and

• How increases in achievement (if any)
are related to levels of EIA funding.•:.
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Chapter II

Comments on
Recommendations
of the State Department
of Education

This chapter is divided into three sections.
The first section briefly describes the recom­
mendation made by the State Department of
Education (SDE) with which we concur and,
therefore, recommend be adopted by the
Legislature. The second section contains rec­
ommendations made by the department with
which we disagree. Finally, the third section
contains a discussion of the recommenda­
tions made bySDE for which we areunable to

make a recommendation because insufficient
information is provided in the department's
report.

A brief description of each recommenda­
tion and the corresponding rationale is listed
below. For a more complete discussion of
SDE's findings and recommendations, please
refer ,to pages 25-29 of the department's re­
port.

A. Finding and Recommendation Made by the
State Department of Education With Which We Concur

In general, we believe that adoption of the
following recommendation would assist
school districts and individual schools in
achieving the goals of the state compensatory
education (SeE) program to improve the
educational achievement of educationally
disadvantaged students.

1. Program Review and Evaluation
The department states that it recognizes the

importance of ascertaining whether the com­
pensatory programs for students "are of suf­
ficient quality." The department recom­
mends additional funding to local education
agencies (LEAs) for program quality reviews

and additional administrative funding to the
department for follow-up.

Legislative Analyst's Comments. We con­
cur with the thrust of the department's rec­
ommendation that seE programs need addi­
tional review and evaluation. As we noted
earlier, minimal data are available on a state­
wide basis which identify those compensa­
tory education programs deemed most effec­
tive. Webelieve this recommendationshould
be expanded, however, as described in the
preceding chapter, to include a comprehen­
sive evaluation of the funding formula and its
relationship to program effectiveness.
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B. Findings and Recommendations Made By the
State Department of Education With Which We Disagree

This section briefly describes those recom­
mendations made by SDE with which we
disagree. In all cases, the department recom­
mends additional funding for the EIA pro­
gram. We believe these recommendations
should be rejected because the department is
unable to demonstrate that the current pro­
gram is cost-effective or is achieving its goal,
namely to expand and improve the educa­
tional achievement of disadvantaged stu­
dents. In the absence ofsuch justification, we
do not believe that program expansion is
warranted. A more detailed discussion of
SDE's recommendations and our comments
follows.

1. EIA Funding
The SDE recommends that the funding for

EIA be increased annually to reflect the
number of educationally disadvantaged and
LEP students identified in local education
agencies.

Legislative Analyst's Comments. We be­
lieve this recommendation should be re­
jected, for three reasons.

First, the department's recommendation is
contrary to the methods currently used in
determining a district's "need" for compen­
satory education funding in the EIA funding
formula. As noted in Chapter I, under the
current formula, the determination of a
district's need for compensatory education
funding is based on a complicatedcalculation
of each district's share of statewide "gross
need." The department has presented no
evidence in its report that supports the appro­
priateness of this calculation. In the absence
ofsuch evidence, we believe it is premature to
suggest that the total annual allocation of
funds for EIA be based on a different
indicator.

Second, by encouraging districts to adopt
the most lenient standards of eligibility for
compensatory·education services, implem-

entation of the department's recommenda­
tion could result in major (multimillion dol­
lar) additional costs to the state General
Fund. Under the current EIA program,
school districts are required to "target" their
available EIA funds by adopting locally-de­
termined definitions of eligibility. (Districts
may determine eligibility using any cutoff
score below the 50th percentile on a state­
approved test.) The number of students cur­
rently identified as eligible for such services,
therefore, is considerably less than 50 percent
of statewide enrollment. The department's
recommendation, incontrast, would encour­
age all districts to identify the maximum
number of students as "educationally disad­
vantaged," for no apparent programmatic
reason.

Finally, as outlined in Chapter I, we believe
the evidence of the effectiveness of the EIA
program addressed by SDE is insufficient,
because the evaluation results do not indicate
what amount of the increase in academic
achievement (if any) is attributable to expen­
ditures on EIA. In the absence of evidence
that EIA produces positive results for pupils
currently participating in the program, we
see no reason to expand the program.

2. Cost-of-Living Adjustments
SDE recommends that the COLA for EIA

be statutorily established and be made
equivalent to the COLA for revenue limits of
large, unified school districts.

Legislative Analyst's Comments. We
have consistently recommended against the
establishment of statutory COLAs, because
the existence of these entitlements tends to re­
strict the Legislature's flexibility to reorder
priorities in times offiscal stringency. For this
reason, we recommend that the Legislature
not establish a statutory COLA for the EIA
program.
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In addition, we make no recommendation
regarding the level of discretionary COLA
that the Legislature should grant this pro­
gram. We believe that this is a decision that
only the Legislature can make, based upon its
priorities for the distribution of limited funds
among competing programs.

3. EIA Administrative Funding
SDE states that the Coordinated Compli­

ance Review System established and man­
aged by the department is working well,
according to evaluation reports; however,
additional funds are needed for follow-up
technical assistance. Therefore, the depart­
ment recommends additional EIA adminis­
trative funds.

Legislative Analyst's Comments. As de­
scribed in Chapter I, compensatory educa­
tion programs are reviewed on a three-year
cycle through the coordinated compliance
review process. Districts found to be out of
compliance with state law and regulations
are given six months to correct their deficien­
cies. During that period, SDE provides tech­
nical assistance to help them achieve this
goal.

The compliance reviews appear to be effec­
tive and adequately financed at current lev­
els. Thus, we can find no basis-nor did the
department sunset report suggest one-for
concluding that current administrative fund­
ing levels are insufficient to conduct these
reviews and provide any needed follow-up.
In the absence of such justification, we do not
support the department's recommendation
for additional administrative funding for the
EIA program.

(As previously stated, we concur, however,
with the department's recommendation to
provide additional funding for improved
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evaluation of the compensatory education
program.)

4. Staff Development
The SDE recommends that schools eligible

for the Standard English Program (SEP) be
funded for staff development and program
assistance to ensure appropriate implemen­
tation of these program strategies.

Legislative Analyst's Comments. In the
"rationale" section supporting this recom­
mendation, the department notes that the
State Board of Education has recognized the
need to focus on oral and written language
development for speakers of nonstandard
English by establishing the SEP. The report
also states that annual data show that the
program has operated successfully in 14 dis­
tricts and that staffdevelopment is a vital part
of the effort. The report does not, however,
provide data to demonstrate program effec­
tiveness or specify how current programs are
funded at the district level. Moreover, the
recommendation does not specify how much
additional funding should be provided for
the SEP program or how the funding would
be made available to school districts. In the
absence of this information, we recommend
that the department's recommendation be
rejected.

We also note that a major evaluation of the
current staff development funding system is
being conductedby the California Postsecon­
dary Education Commission to identify the
statewide investment in staff development,
review the administration of all staff devel­
opment programs, and recommend changes
to the system of delivering staffdevelopment
services. We believe that this information
should be reviewed prior to providing addi­
tional staff development funding for a spe­
cific program.
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c. Findings and Recommendations Made by the State
Department of Education for Which We Make
No Recommendation

This section describes the majority of rec­
ommendations madeby the department. We
are unable to make a recommendation on
these issues because the department pro­
vided little or no information to substantiate
its recommendations. In the absence of such
information, we are unable to advise the
Legislature on these issues. Each recommen­
dation is discussed in greater detail below.

1. Coordination
The SDE recommends that statutory provi­

sions be strengthened to ensure thatEIAserv­
ices are coordinated with all other supple­
mental programs at the school in support of
the base program.

Legislative Analyst's Comments. As
noted in the previous chapter, pupils eligible
for assistance under the EIA program are
usually eligible for a variety of other compen­
satory education programs. The SDE cur­
rently requires districts to conduct school site
planning processes in an effort to coordinate
existing resources and reduce duplication of
services wherever possible.

There are no current statutory require­
ments in this regard, however, nor are there
any provisions requiring districts to provide
compensatory services that relate directly to
the core curricular program offered at the
school site level.

The department did not provide any justifi­
cation for this recommendation, nor did it
provide any reason why this policy change
should be made through statute.

2. Delivery System
The SDE recommends that (1) state law

should allow use ofSCE funds to help eligible
students master the basic core curriculum
and (2) services should remain supplemental
to other core program findings.

Legislative Analyst's Comments. This rec­
ommendation is similar to the recommenda­
tion discussed above; however, it relates
more specifically to the delivery system used
to provide compensatory education services.

As the department points out, research in­
dicates that "pull-out" programs (programs
in which pupils are removed from their pri­
mary classroom to receive special instruc­
tion) are not successful if there is no relation­
ship between the remedial services and the
core curriculum. Conversely, when remedial
services relate directly to the core curriculum,
student achievement generally increases.

As noted in the previous recommendation,
the department did not provide any rationale
for placing this requirement in statute.

3. Advisory Council
The SDE recommends that the mandate of

advisory councils for EIA be continued, so
that funds can be used to provide assistance
to compensatory education parents in sup­
port of the education of the students.

Legislative Analyst's Comments. Current
law requires schools to maintain parent advi­
sory councils to assist in the design and im­
plementation of compensatory programs. A
component of these councils includes parent
training in home activities that will support
the education of their children. According to
SDE, research indicates that programs of this
type have a strong record of success in in­
creasing the achievement levels of individual
students. The department's report, however,
does not demonstrate that money is better
spent on advisory councils than it is on pro­
gram enhancement for pupils.

In the absence of more complete informa­
tion relating to parent advisory councils, we
are unable to make a recommendation on this
issue.
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4. Funding Continuing Services
The SDE recommends that monetary sup­

port be continued in schools that provide
effective compensatory education services
and, therefore, cease to be eligible for'regular
funding because they have successfully
raised the achievement levels of the compen­
satory education students. The department
further recommends that legislation be en­
acted providing for a maintenance period of
two years comparable to the "continuing
services" provision of ECIA, Chapter 1. .

Legislative Analyst's Comments. We are
unable to make a recommendation on this
topic, because the department's report does
not sufficiently (1) describe the current allo­
cation system for "continuing services" or (2)
document the need for additional funding for
this purpose.

The "rationale" section supporting this rec­
ommendation states that a portion of the EIA
funding"addresses the need to maintain SCE
services for a period of time after the achieve­
ment level of the students exceeds the dis­
trict-established criteria for eligibility. The
provision is designed to support the contin­
uedacademic success of educationallydisad­
vantaged students." These statements imply
that districts already have thefinancial ability
to continue services to students who are
~chievingabove the eligibility cutoff point. It
18 unclear, therefore, why legislation is
needed to continue an existing practice.
Moreover, if federal funding is available for
this purpose through ECIA, Chapter 1, we
find no analytical reason for providing addi­
tional state funding for the same purpose.
The SDE should clarify this recommendation

Chapter II: Comments on Recommendations

by (1) explicitly documenting the need for
legislative authorization for a "continuing
services" provision and (2) demonstrating
that federal funding is not sufficient for this
purpose.

5. Services to Students Who Exceed
Eligibility "Cut-Off"

The SDE recommends that the legal re­
quirement be continued that provides a pro­
gram for students who have scored above the
district established criteria for eligibility.

Legislative Analyst's Comments. We are
unable to make a recommendation on this
issue because the department's report does
not provide evaluative data on current pro­
grams serving this target group.

The department's report cites the Univer­
sity and College Opportunities (DCO) pro­
gram as an example of a program that serves
students scoring between the 50th and 90th
percentile on standardized achievement tests
and provides additional assistance in prepar­
ing these students for college. The report
includes a general statement that data col­
lected by the department demonstrates that
stude~ts who have been in UCO programs
expenence greater academic success in col­
lege than do those of equal potential who
were not included in the program. The report
does not include the cited data, nor does it
specify how the UCO program is currently
funded. In the absence of this information,
we are unable to advise the Legislature on the
need for continuation of the provision which
authorizes such programs. The SDE should
clarify this recommendation by demonstrat­
ing the need for a special program for stu­
dents in this target group. (+
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