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I. INTRODUCTION AND EXECUTIVE SUMMARY
The American Reinvestment and Recovery Act of 2009 (ARRA), also known as the
federal stimulus act, included two highly significant and unprecedented initiatives in
regard to public education. First, it allocated about $100 billion in additional funding for
education -- more than double the entire amount of federal aid to K-12 education in
2009. Second, it contained a number of important adequacy and equity provisions that
gave promise of partially or fully immunizing low income and minority students from
the impact of recessionary budget cuts.
The largest pot of education money provided by ARRA is the approximately $48.3
billion earmarked as the State Fiscal Stabilization Fund, which is intended to mitigate
anticipated cutbacks in funding for public schools and public postsecondary institutions
and related job losses. States must devote $39.5 billion of this amount toward stabilizing
educational funding, pre-K-12, as well as higher education; these funds are known as the
education stabilization funds (ESF).1 ARRA provides the states an additional $13 billion
for economically disadvantaged children under Title I of the Elementary and Secondary
Education Act of 1965 (Title I)2 and $12.2 billion for students with disabilities under the
Individuals with Disabilities Education Act (IDEA).3 The Act also includes a number of
smaller programs, including $5 billion in discretionary grants that the U.S. Department
of Education (USDOE) will be distributing under a “Race to the Top” Incentive Fund
and a separate Innovation Fund.4 This report will focus on the three largest programs,
ESF, Title I, and IDEA.
Congress passed ARRA both to create jobs in the short run and to make needed
investments for the long run. In the area of education, these investments were geared
toward ensuring that existing programs designed to overcome achievement gaps and
enable all students to achieve at high levels of academic proficiency would be
maintained and that new programs designed to accelerate progress toward these goals
would be developed. Specifically, ARRA contains the following provisions that have
substantial implications for maintaining educational funding at the adequate levels
needed to achieve these goals and for promoting equitable reforms:

1. To obtain ARRA funding, each governor submitting an application must provide
assurances that the state will (a) take actions to improve teacher effectiveness, and to
1 American Recovery and Reinvestment Act of 2009. 123 Stat. 524, Title XIV, Sec.14002 (a)
(1) (March 11, 2009). The remaining $8.8 billion, known as the government services fund, may
be used by the governor for public education or for other governmental services, at his or her
discretion.
2 20 U.S.C.A § 6301 et seq. $3 billion of this amount is set aside for separate “School
Improvement Grants.”
3 20 U.S.C.A. § 1400 et seq.
4 In addition to the Race to the Top and Innovation funds, the Act provides additional
funding for education for homeless youth, education technology, child nutrition equipment
grants, teacher quality enhancement grants, state longitudinal data systems, Pell Grants for
higher education and a number of other programs. In general, these funds must be drawn
down within two years of the date of the Act’s enactment and spent within three years.

1

address inequities in the distribution of effective teachers between and high and lowpoverty schools; (b) establish a longitudinal data system to track student progress
and improve educational practice; (c) take steps to improve state academic standards
and the quality of academic assessments it administers; and (d) provide intensive
support and effective interventions in low-performing schools.5

2. ARRA K-12 funds must first be used in the following ways
a. To maintain the state’s primary elementary and secondary funding formulae
in each of fiscal years 2009, 2010, and 2011 at the level of the greater of
funding in fiscal year 2008 or 2009; and

b. To allow, during fiscal years 2010 and 2011, funding for the continued phasein of state equity and adequacy adjustments that were enacted pursuant to
state law prior to October 1, 2008.6

3. After meeting the basic funding needs described in the previous paragraph, any
remaining funds must be distributed to local school districts based on their relative
shares under Title I of the Elementary and Secondary Education Act, which means in
accordance with their proportion of economically disadvantaged students.7

4. In addition to regular annual Title I and IDEA funding, substantial grants,
amounting to approximately a 50% increase over two years in federal funding, are
provided to local school districts to provide additional services to economically
disadvantaged students and students with disabilities.
A year ago, when the stimulus program was first announced, many observers
expected that both the job creation and the equity goals of the Act would be amply met.
Researchers predicted that ARRA funding would allow more than half the states both to
fund their established education finance formulae fully and have significant resources
available to promote the four types of reform initiatives to which their governors had
committed.8 USDOE similarly expected that “A State facing a large deficit can avoid
reductions in total education funding while a State with a stronger budget situation can
increase total education spending to work toward the education reforms.9 As one state
official put it, “[i]n an ideal situation, you should be using at least half of this funding to
5 American

Recovery and Reinvestment Act of 2009. 123 Stat. 524, Title XIV, Sec.
14005 (d) (March 11, 2009).
6 Ibid., Sec. 14002 (a) (2) (A) (i).
7 Ibid., Sec. 14002 (a) (3).
8 Marguerite Roza, Ranking the States: Federal Education Stimulus Money and the Prospects for
Reform. Seattle: Center on Reinventing Public Education, University of Washington. 2009.
Roza projected that with ARRA funding 28 states would have additional funds available in
2010 to mount reforms.
9 U.S. Department of Education, Office of Inspector General, Potential Consequences of the
Maintenance of Effort Requirements under the American Recovery and Reinvestment Act State Fiscal
Stabilization Fund. Alert Memorandum, September 30, 2009, p. 2. Retrieved November 6, 2009
from www2.ed.gov/about/offices/list/oig/auditreports/AlertMemorandums/l03j0011.pdf
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promote innovative practices.”10 Edward G. Rendell, Pennsylvania’s governor, set forth
a specific plan for how general funding could be stabilized and maintained, the
adequacy and equity adjustments in state’s funding formulae could continue to be
phased in, and significant new education reform funding could be provided to school
districts. Specifically he proposed that his state’s $1.6 billion in ARRA education
stabilization funding be used as follows:

a. $1.15 billion to fund planned statutory increases in education funding,
including equity and adequacy adjustments: $418 million increase in FY
2009-10 and $725 million in FY 2010-11 (a $307 million increase);

b. $3.17 million in one-time grants to school districts in FY 2009-10.11
Given these high expectations, the Campaign for Educational Equity at Teachers
College, Columbia University initiated a project last summer to examine how states
were actually spending their stimulus funds during the first year of the Act’s
implementation. The particular emphasis of our inquiry was to determine the extent to
which the states were implementing the adequacy and equity provisions of the law and
were achieving the progress toward improving educational opportunities for
economically and otherwise disadvantaged students that both Congress and USDOE
had anticipated.
Our methodology focused on the following 20 states, chosen to represent the nation’s
diversity in terms of location, size, urbanization, and equity in funding: Alabama,
Arizona, Colorado, Connecticut, Georgia, Kansas, Kentucky, Maryland, Massachusetts,
Minnesota, Nevada, New Hampshire, New Jersey, New York, Ohio, Pennsylvania,
South Dakota, Texas, Vermont, and Washington. In order to obtain a rapid, but
penetrating, understanding of how ARRA funds were actually being used in the state,
we studied official federal and state reports, websites, newspaper articles, and other
documents, and we also spoke in each state with a number of people involved in the
process from a variety of perspectives: advocates, government officials, school officials
and administrators, think tank analysts, and academics.
We found that ARRA was highly successful in achieving its goal of assisting the
states to maintain or even increase their pre-recessionary levels of basic educational
funding, at least for FY 2009 and FY 2010, the first two years of the economic downturn.
With the federal assistance, 17 of the 20 states were able to increase their primary
funding formulae from FY 2008 to FY 2009, and 11 of these states continued their higher
2009 funding level through 2010. Only four states were unable to maintain their FY 2008
funding level through FY 2010.
Jonathan Palumbo, spokesman for Massachusetts Secretary of Education Paul Reville,
quoted in Catherine Gewertz, States Stung by Criticism on Use of Federal Aid, Education
Week, October 21, 2009, p. 19.
11 Pennsylvania Department of Education, Pennsylvania School District Guide to the Federal
Stimulus Education Investments, March 2009, p. 4. Retrieved December 21, 2009, from
www.recovery.pa.gov/portal/server.pt/gateway/PTARGS_0_2_49989_6015_505725_43/http;
/pubcontent.state.pa.us/publishedcontent/publish/marketingsites/recovery_pa_g%20ov/co
ntent/about/home_content/pastimulusguide.pdf
10
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We were surprised to find, however, that no states distributed ESF funds to school
districts to “take action” in the four reform areas identified in the ARRA statute.
Moreover, the data indicated that all of the states explicitly or implicitly “backfilled,”
that is, they adjusted their level of state support and their allocation of ESF funds in a
manner that would allow them to reach prior year funding levels or continued
implementation of the state’s funding formulae, but without leaving any surplus for
subgrants to local educational agencies. At this time, the small declines in local revenue
sources did not appear to be creating major problems for school districts.
In light of Congress’s stated concern for the continued “equity and adequacy
adjustments” in state funding formulae, we also considered the impact of ESF funding
on inequities in the state’s primary K-12 funding formulae. Of the eight states in our
sample that we believe were covered by this provision, six used ESF funds to continue
implementing equity adjustments in whole or in part, and two made no continuing
equity adjustments.
The huge increases that ARRA has provided districts for Title I and IDEA funding
have led in many areas to important new program initiatives and infrastructure
investments, as well as an extension of service to thousands of disadvantaged students.
In both areas, we found impressive examples of districts putting these funds to good
use. Guidance from USDOE on the use of IDEA funds and from some state education
departments in regard to Title I programs were especially helpful in assisting districts to
maximize the benefits they can realize from these one-time use funds. We also found,
however, that, especially in the Title I area, the pressures of “facing the cliff” of a sudden
termination of these large funding allocations after 2011 is placing major constraints on
efficient and effective use of the funds for many other districts. In addition, unintended
loopholes in both the Title I and IDEA statutes are allowing large portions of these funds
to be used to maintain positions and programs in general education rather than to
initiate new programs or expand or improve services for disadvantaged and disabled
students.
The report examines the significance of these findings. We emphasize first the
significance of ARRA’s largely successful effort (at least through the current fiscal year)
to assist states in maintaining adequate levels of educational expenditures during times
of fiscal constraint. Congress’s intent to maintain or increase pre-recessionary levels of
spending on education during these times of severe economic downturn complemented
and bolstered state court constitutional rulings that children’s educational rights should
not be tied to the ebb and flow of economic cycles.
In regard to the equity goals of the Act, the stark fact that no state in our sample
reserved any of its ESF funding for new initiatives in the four priority reform areas,
despite substantial jawboning from USDOE, demonstrates that states are not going to set
aside scarce funds to support new initiatives for equity if they are not backed up by
mandatory directives or strong maintenance of effort requirements. On the other hand,
the fact that six of eight states continued to phase in equity and adequacy adjustments,
even if mainly on a partial basis, suggests that where local constituencies and state court
rulings are pressing for continuation of existing commitments to equitable reform,
federal encouragement of these efforts can be significant.
Congress’s huge equity commitment in driving major new resources to Title I and

4

IDEA programs for low income students and students with disabilities is of enormous
significance, especially since these disadvantaged populations are usually among those
who are most detrimentally affected by recessions and attendant budget cuts. Even with
these earmarked equity grants, however, the pressures to maintain existing positions
and programs have induced states and local districts to use these funds to maintain the
status quo or to find ways to divert these funds to general uses.
The need to spend these funds quickly has led some districts to add large numbers of
temporary staff positions or to concentrate their efforts on technology purchases and
short-term professional development programs rather than invest in teacher recruitment
and retention, comprehensive services, and other enduring capacity-building efforts that
would have more lasting reform impact. In addition, a number of districts, especially in
large urban areas, have used their Title I funds to expand the number of students being
served, a practice that may create great difficulties if services have to be denied to these
students, or the concentration and possibly the quality of programming have to be
reduced when the extra ARRA funding terminates in two years.
In light of these findings and analysis, we recommend that in the near term USDOE
issue regulations defining “primary educational formulae” in order to ensure
consistency in state reporting of their use of ARRA funds. We also call upon Congress to
close an IDEA loophole that allows school districts to shift funds allocated to aid the
disabled to general district purposes and that threatens to reduce local school districts’
maintenance of effort requirements for funding of special education programs in
perpetuity and recommend that Congress extend the termination date for exemplary
Title I and IDEA programs in order to reduce “face the cliff” pressures.
For the long term, we believe that Congress needs to fund a second round stimulus
program. Future stimulus bills, Race to the Top competitions, and the legislation
reauthorizing the Elementary and Secondary Education Act (ESEA) should provide
incentives and mandates for states to improve both the adequacy and the equity of their
education finance systems. This could be accomplished by requiring each state to define
(with federal guidelines) its concept of a “sound basic education” and then demonstrate
either that it is presently providing all students an opportunity for such a sound basic
education, or that with its federal funding it will make progress toward doing so.
Similarly, states should be required to demonstrate the extent to which their current
education finance systems allocate available funding in an equitable manner between
and within local school districts, and, where inequities exist, commit to taking specific
steps to reduce such inequities.
The methodology we utilized for this study is described in Appendix A.
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II. FINDINGS
A. Education Stabilization Funds
1. Seventeen of the 20 states increased their total level of primary state funding
from FY 2008 to FY 2009 and 11 of the 20 states further raised their total level
of primary state support in FY 2010. Only four states were unable to maintain
at least their FY 2008 level of support in FY 2010.
ARRA requires that states first use the ESF funds to restore, in each of fiscal years
2009 2010, and 2011, the level of state support provided through the state formula to the
greater of fiscal year 2008 or fiscal year 2009.12 Table 1 sets forth the information about
the actual funding levels of the states’ primary K-12 formulas for FY 2008, 2009, 2010.13
ARRA was enacted in the midst of FY 2009 school year. Only nine of the 20 states we
studied modified their budgets to use their ESF funds to maintain or increase their level
of funding for FY 2009. As the impact of the recession deepened, and states had a full
opportunity to make plans for the use of their stimulus funds in the coming fiscal year,
all of the states, except Alabama, which used all of its K-12 federal funds in FY 2009,
relied on ESF funding in FY 2010.
Six of the nine states that tapped into their ESF funding in 2009, Massachusetts,
Nevada, New Jersey, South Dakota, Texas, and Washington, used their funds to increase
their level of funding over the previous year. Only Alabama, Arizona, and Georgia were
unable to maintain the 2008 level, even with the federal aid; Alabama’s funding level
was about 5% below the prior year’s, Arizona’s approximately 0.5% below, and
Georgia’s about 1% below.
In FY 2010, the year in which states were able to plan for and utilize their stimulus
funds fully, one state, New York, used its ESF funds to maintain its 2009 level of total
state aid, and 11 states, Colorado, Connecticut, Kentucky, Maryland, Massachusetts,
Nevada, New Hampshire, New Jersey, Pennsylvania, South Dakota, and Vermont, were
able to increase their spending over the prior year. These increases ranged from a miniscule 0.35% in Connecticut to 6.31% in New Hampshire.14 The other eight states,
Alabama, Arizona, Georgia, Kansas, Minnesota, Ohio, Texas, and Washington were not
able to maintain the prior year’s total spending level. These reductions ranged from very
slight cuts in Ohio (0.15%) and Texas (0.57%) to a substantial 14.37% reduction in

Although state fiscal years tend to vary, generally speaking, FY 2008 corresponds to the
2007-2008 school year, FY 2009 corresponds to the 2008-2009 school year, FY 2010 corresponds
to the 2009-2010 school year, and FY 2011 corresponds to the 2010-2011 school year.
13 The FY 2010 figures are based on the states’ enacted budget for FY 2010, modified in some
cases by mid-year cuts through January 11, 2010, the date the “Phase II” ARRA applications
were submitted to the U.S. Department of Education.
14 Table 1 indicates an 8.94% increase for Colorado, but these data are based on Colorado’s
Phase I submission of intended spending. Colorado indicated in its Phase II application in
January 2010 that current information was “not available.”
12
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TABLE 1.
1

2

State

FY 08 K-12 Level
of Support

FY 09 K-12 Level of
Support after Stimulus

Alabama
Arizona
Colorado a
Connecticut
Georgia b
Kansas
Kentucky c
Maryland
Massachusetts
Minnesota
Nevada
New Hampshire d
New Jersey c, e
New York f
Ohio c
Pennsylvania
South Dakota
Texas
Vermont
Washington

$4,150,060,642
$4,134,295,900
$3,152,710,777
$1,809,212,288
$8,612,388,951
$2,111,713,384
$2,888,099,137
$4,955,387,972
$3,725,671,328
$6,432,728,400
$2,145,298,287
$893,143,673
$3,252,489,904
$18,782,355,682
$6,605,606,460
$4,951,429,000
$318,511,828
$18,664,009,841
$1,056,563,162
$6,388,815,500

$3,951,705,043
$4,117,496,900
$3,392,945,206
$1,882,944,341
$8,506,079,232
$2,179,730,652
$3,852,106,958
$5,448,862,394
$3,858,824,061
$6,479,112,000
$2,196,351,787
$895,500,571
$9,705,467,186
$21,020,218,404
$8,001,790,927
$5,226,142,000
$335,350,384
$18,770,278,479
$1,109,754,777
$6,887,838,500

3
FY 10 K-12
Support after
Stimulus
$3,383,450,891
$3,687,216,481
$3,696,288,785
$1,889,609,057
$8,419,372,976
$2,126,764,781
$3,884,332,000
$5,585,500,153
$4,037,794,510
$6,311,628,300
$2,290,734,398
$952,021,393
$9,795,941,712
$21,020,218,404
$7,989,711,146
$5,526,086,000
$345,749,096
$18,664,009,841
$1,132,474,781
$6,663,594,000

Source: U.S. Department of Education (Approved SFSF Phase I and Submitted SFSF Phase II
Applications), unless otherwise indicated.
http://www2.ed.gov/programs/statestabilization/resources.html
a Colorado did not provide updated information on levels of pre-stimulus support in FY 2009 and
FY 2010. We have, therefore, used the projected figures from the Phase I application in calculating
the figures in columns 2 and 3.
b Updated figures for Georgia’s FY 2010 level of pre-stimulus support and the amounts of
stimulus funds actually used in FY 2009 and FY 2010 were obtained from the following sources:
Georgia State Education Department, Midterm State Allotment Sheet; Alan Essig and Timothy
Sweeney, Balancing the State Budget with Federal Stimulus Funds, Georgia Budget and Policy
Institute, December, 2009; Governor’s Budget Report, Fiscal Year 2010, February 10, 2010, p. 120.
c Kentucky, New Jersey, and Ohio made substantial changes in the items included in the “prime
funding formula” from FY 2008 to FY 2009 and FY 2010. Specific comparisons of numbers used in
those states for FY 2008 and FY 2009 and FY 2010 cannot be made.
d New Hampshire reported $952,021,393 as its pre-stimulus level of support in FY 2010, but that
number erroneously included the ESF funds used for that year; our table corrects for this.
e The New Jersey figures for FY 2010 include a $475 million mid-year reduction imposed by the
governor in February 2010.
f Office of the State Comptroller, “New York Stimulus Spending,” Open Book New York
http://wwe1.osc.state.ny.us/transparency/arra/arraDataSummary.cfm
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Alabama. In addition to Alabama, Arizona, and Georgia, only in Minnesota did the
reduction in 2010 bring the state below its spending level for 2008.
It does appear, therefore, that ARRA was highly successful in achieving its goal of
assisting the states to maintain or even increase their pre-recessionary levels of basic
educational funding, at least for FY 2009 and FY 2010, the first two years of the economic
downturn. Sixteen of the 20 states were able to maintain their FY 2008 funding levels
throughout this two-year period, and 12 of these were able to maintain the greater 2009
funding level during 2010.

2. Half of the states will have depleted or virtually depleted their ESF funds by the
end of the current fiscal year.
Although the overwhelming majority of the states we studied were able to maintain
FY 2008 or FY 2009 expenditure levels through FY 2010, it is not likely that this level of
stabilization will continue in the near future. Table 2 sets forth the total amount of ESF
funding made available to each state, the amount each has used in FY 2009 and FY 2010
and the remaining amount that will be available to be used after the current fiscal year.
It indicates that eight of the states we studied, Alabama, Arizona, Kansas,
Massachusetts, Nevada, New Jersey, Texas, and Washington, will have fully or virtually
depleted their ESF funds in FY 2010. We also know from statements in their Phase I
applications that at least two other states, Minnesota and South Dakota, are planning to
use some or all of their remaining funds for higher education. These ten states, and even
those with larger ESF balances, are likely to have a difficult time maintaining their FY
2008 or FY 2009 levels of state support in the face of the rapidly deteriorating budgetary
situation that most of the states will be facing in FY 2011.15

3. No states distributed ESF funds to school districts to “take action” in the four reform
areas identified in the statute.
After restoring state support to the greater of the FY 2008 or FY 2009 levels, ARRA
directs the states to use any remaining ESF funds to provide local school districts
subgrants based on their relative shares of Title I funding. Although 11 states increased
their funding levels in FY 2010, all of them considered these increases either to be annual
increases called for by statutory funding formulae or small cost of living adjustments
that would allow school districts to cover inflation and mandatory cost increases needed
to maintain the current level of services.

15 According to the Center on Budget and Policy Priorities, budget gaps for FY 2011 are
currently estimated at $97 billion or 16% of the budget for the 39 states that have estimated the
size of these gaps. Elizabeth McNichol and Nicholas Johnson, Recession Continues to Batter
State Budgets; State Responses Could Slow Recovery. Washington, DC: Center on Budget and
Policy
Priorities,
December
23,
2009.
Retrieved
January
4,
2009,
from
http://www.cbpp.org/cms/?fa=view&id=711
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TABLE 2.
1

2

3

4

State

Total ESF
Appropriation*

ESF Funds
Used for
Restoration of
FY 09 K-12
Support

ESF Funds Used
for Restoration
of FY 10 K-12
Support

ESF Funds
Remaining
after Restoring
Support in FY
09 and 10

Alabama
Arizona
Coloradoa
Connecticut
Georgiab
Kansas
Kentucky
Maryland
Massachusetts
Minnesota
Nevada
New Hampshire
New Jersey
New Yorkd
Ohio
Pennsylvania
South Dakota
Texas
Vermont
Washington

$596,355,871
$831,869,331
$621,878,397
$443,251,855
$1,260,799,095
$367,422,833
$532,797,583
$719,676,984
$813,303,212
$667,888,144
$324,404,728
$164,243,954
$1,088,335,774
$2,468,557,791
$1,463,709,963
$1,558,797,939
$104,292,688
$3,250,272,133
$77,150,071
$819,946,848

$358,868,782
$250,000,000
$0
$0
$157,131,185
$0
$0
$0
$322,000,000
$0
$139,626,106
$0
$60,786,186
$0
$0
$0
$22,069,562
$529,895,686
$0
$362,000,000

$0
$223,234,181
$216,383,957
$269,519,895
$413,145,927
$251,374,101
223,038,700
$297,259,729
$167,946,925
$345,251,800
$69,927,419
$80,078,217
$956,743,712
1,587,600,000
$399,374,237
$654,747,000
$24,677,980
$2,593,328,724
$38,575,036
$357,338,000

$0
$0
$104,142,330
$173,731,960
$342,626,224
$32,615,301
$239,758,883
$422,417,255
$35,097,948c
$111,170,344
$0
$80,078,216
$0
$797,870,691
$755,766,624
$747,972,939
$33,872,336
$127,047,723
$38,575,035
$0

Source: Unless otherwise indicated, USDOE, Approved SFSF Phase I and Submitted SFSF Phase
II Applications, www2.ed.gov/programs/statestabilization/resources.html
* ESF funds may be used for both K-12 and higher education purposes. Amounts allocated for
higher education are not included in this table.
a Colorado State Senate Bill 10-065 (March 2010),
http://www.leg.state.co.us/clics/clics2010a/csl.nsf/fsbillcont3/4CD0359CDF2136C6872576AA0
06937DA?Open&file=SB0065_hse.pdf.
b Updated figures for Georgia’s FY 2010 level of pre-stimulus support and the amounts of
stimulus funds actually used in FY 2009 and FY 2010 were obtained from the following sources:
Georgia State Education Department, Midterm State Allotment Sheet; Alan Essig and Timothy
Sweeney, Balancing the State Budget with Federal Stimulus Funds, Georgia Budget and Policy
Institute, December, 2009; Governor’s Budget Report, Fiscal Year 2010, February 10, 2010, p. 120
c Brian Gosselin, Assistant Budget Director, Executive Office of Administration and Finance.
Massachusetts’ Governor has proposed using all of these remaining funds for higher education.
d Office of the State Comptroller, “New York Stimulus Spending,” Open Book New York.
Retrieved from http://wwe1.osc.state.ny.us/transparency/arra/arraDataSummary.cfm
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Despite the statutory subgrant provision and USDOE’s clear expectation that many
states would provide such subgrants to allow local school districts to initiate new
projects in the four reform areas emphasized by ARRA, we have found no evidence that
any of our 20 states actually distributed funds to the local districts in this way. Although
Governor Rendell in Pennsylvania had stated an intention to distribute over $300 million
to local school districts, the legislature rejected this part of his plan, and all of the ESF
funds Pennsylvania used in FY 2010 were allocated to partially meeting the formula
increases called for in the pre-existing statute.
Two recent reports, one issued by the Center on Education Policy (CEP),16 and the
other by the U.S. Government Accountability Office (GAO),17 describe a wide variety of
programs that state level respondents claimed they were undertaking to fulfill their
assurances to “take action” in the four priority reform areas. Thus, officials from
governors’ offices and state education departments in 44 states responding in the CEP
survey discussed teacher retraining and professional development, expanding
alternative pathways to teacher certification, and creating systems that link student
achievement data to individual teachers as the main actions they were taking in regard
to their assurance regarding improving teacher effectiveness.18 School district officials
queried in the GAO survey “reported placing great importance on advancing education
goals and reform set forth in Education’s guidance on how to best use the funds.”19
Our analysis indicated, however, that the efforts that state officials described in their
survey response were continuations of existing programs or modifications in the way
they were using existing funds rather than new initiatives spurred by the ESF funding.
A memorandum to local school districts from the Texas Education Agency specifically
said as much: “The Recovery Act funds will continue to support our ongoing initiatives
for high standards, effective teachers and leaders, integrated data systems, turning
around struggling schools, and P-20 coordination.”20 Over half of Texas’s ESF allocation
was, in fact, spent to support teacher raises of $800 or more, rather than on any new
initiatives. Similarly, in Minnesota, a prime use of the ESF funds was to support the
continued roll out of the governor’s “Q Comp” program, a teacher
performance/compensation program that had been initiated in 2005. Pittsburgh
implemented a major new teacher effectiveness program this year, but that effort
apparently is being funded by a $40 million grant from the Gates Foundation rather than
through ESF funding.
In their Phase II ARRA applications submitted in January 2010, the states were
required to explain in detail whether information regarding actions being taken in each
of the four priority reform areas was being accurately reported to USDOE and was being
Center on Education Policy, An Early Look at the Economic Stimulus Package and the Public
Schools: Perspectives from State Leaders. Washington, DC: Author, December, 2009.
17 U.S. Government Accountability Office (GAO), Recovery Act: Status of States' and
Localities' Use of Funds and Efforts to Ensure Accountability
(GAO-10-231). Washington, DC: Author, December 10, 2009, p. 58.
18 Center on Education Policy, 2009, pp. 6-7.
19 U.S. Government Accountability Office, 2009, p. 54.
20 Letter from Robert Scott, Commissioner, Texas Education Agency to Mary Katherine
Stout, Director, Budget, Planning and Policy, Office of the Governor, Oct. 12, 2009.
16

10

made available to the public. Where a state had indicated that data concerning its
activities in the area was not currently being reported, it was required to provide a plan
for doing so. There was, however, no requirement in this lengthy document that the
states achieve any specified level of performance in regard to the priority areas, or that it
intensify its substantive activities; instead, the requirements entailed expanded reporting
of what was currently being done.

4. All of the states “backfilled” their level of state support in a manner that aimed to
maintain FY 2008 or FY 2009 funding levels, but not to leave any surplus for
subgrants to local educational agencies.
As indicated above, the U.S. Department of Education clearly expected that many
states would be in a position both to maintain their funding levels at the higher of the FY
2008 or FY 2009 level and to have substantial amounts of ESF funding left to provide
subgrants to local school districts to support new initiatives in the four specified reform
areas. Consistent with this view, USDOE has taken the position that “this education
stimulus funding is intended to supplement local education dollars, not replace them.”21
Secretary Duncan has specifically warned states “not to backfill budget holes with these
[ESF] dollars when the State had other resources available to it….”22
The Office of the Inspector General of the U.S. Department of Education castigated
three states, Connecticut, Massachusetts, and Pennsylvania, for using ESF funds to
reduce funding for public education. In his “Alert memorandum” on this subject, Keith
West, the Assistant Inspector General for Audit, wrote that Connecticut’s governor Jodi
Rell, in her proposed budget for FY 2010 that had been issued before enactment of
ARRA, had proposed funding K-12 at $1.889 billion. After passage of ARRA, she
reduced state funding to $1.62 billion, the minimum necessary to meet the 2006 MOE
requirement, and used $269 million in ESF funds to bring the total funding level back to
the desired $1.889 billion level.23 Similar allegations were lodged against Massachusetts
and Pennsylvania.24
Our findings indicate that every state in essence “backfill[ed] budget holes,” along
the lines of what Connecticut, Massachusetts, and Pennsylvania did. The funding
patterns clearly indicate that all of the states either explicitly or implicitly took into
account the available amount of ESF funds and then set their state support at a level
that, together with the federal funds, would approximately equal either the prior year’s
funding level or the formula targets in state statutes, but without leaving any surplus for
local district subgrants.
Secretary of Education Arne Duncan quoted in Gewertz, 2009.
from Arne Duncan to Hon. Edward G. Rendell, June 18, 2009.
23 U.S. Department of Education, Office of the Inspector General, 2009.
24 Paul Reville, Secretary of Education for the Commonwealth of Massachusetts sent a
detailed response to Secretary Duncan asserting that a $412 million reduction in the education
budget after passage of the ARRA and subsequent use of a similar amount of ARRA funds,
resulted from a sudden revenue collapse and not merely from the availability of ARRA funds.
He asserted that the state had “complied with both the letter and spirit of the law” and
objected that they had been offered no opportunity to comment before the Inspector General’s
report was issued. See, letter from Paul Reville to Hon. Arne Duncan, October 20, 2009.
21

22 Letter
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Table 3 sets forth the information that each state provided to USDOE last July in their
Phase I applications for stimulus funds.25 It specifies the levels of support the states
actually provided for their primary K-12 funding formulas in FY 2006, the minimum
maintenance of effort year (column 1), the amount they actually spent in FY 08 (column
2), and the amounts they expected to provide in FY 2009 (column 3) and FY 2010
(column 4), as well as the amounts of ESF stimulus aid they expected to use in each of
those later years (columns 5 and 6). All states appear to have identified a desired
education funding level for the year and then adjusted the amount of state funds in the
budget by the amount of federal ESF funds that were available for stabilizing the K-12
funding appropriations.
Since ARRA was enacted well into the FY 2009 year, the most representative year for
examining state planning on how to use the stimulus money was FY 2010. Table 3 shows
that in FY 2010 the total of the amount of state support and the amount of ESF funds
utilized in virtually every case precisely matched the amount needed to reach the
statutory funding level for that year or the prior year’s funding amount -- and no more.
For example, in Colorado, the amount of state support in the budget for FY 2010 was
$3,544,227,330, the amount of stimulus funds used was $152,061,455, which when added
together, amount to $3,696, 288,785, the precise amount required for that year by the
statutory formula. In New Hampshire, the state reduced its level of support from
$893,695 in FY 2009 to $869,081 in FY 2010, the exact amount that, when combined with
the ESF allocation of $80,078 for that year, met the statutory formula requirement of
$949,160 for that year. Kansas dropped its level of support in FY 2010 and then used the
bulk of its ESF funds to bring its total allocation back to its FY 2009 funding level.
Similar patterns are evident with the FY 2010 funding for all of the other states. Thus,
in Connecticut, Kentucky, Maryland, Massachusetts, Minnesota, New York, Ohio,
Pennsylvania, South Dakota, Texas, and Vermont, state support plus the ESF allocation
precisely matched the statutory formula amount or the prior year’s funding level. In
Arizona, Georgia, Nevada, New Jersey, and Washington the total of state support and
ESF funding would allow the state partially to reach the statutory formula level.
Alabama, which had used all of its ESF funds to try to stay afloat in 2009, expected to fall
well below the prior year’s funding level in 2010. Clearly, then, the fact that none of the
20 states we analyzed had any ESF funds available to provide subgrants to local school
districts was not a matter of happenstance.
Secretary Duncan’s warning letter to Pennsylvania specifically cited rainy day funds
as one of the state resources that should be used by states before they backfilled budget

We believe that the information in the Phase I applications provides a better measure of
states’ intent for how they would use the ESF funds than the revised figures submitted six
months later when actual appropriations in some cases deviated from initial projections,
especially in states that experienced midyear cuts. The data regarding actual expenditures set
forth in Table 1 above are also generally consistent with the points being made here. However,
the projections, as set forth in Table 3, are striking because of the precision with which many
states lowered their 2010 state levels of support in order to match the amount of ESF funds they
allocated for that year and thereby achieve a total spending figure that would maintain the prior
year’s funding level or state statutory formula increase and no more.
25
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holes with ESF dollars.26 Many states did not heed his advice. As indicated in Table 4,
19 of the 20 states, all but Kansas, had rainy day funds. Six of them, Maryland, New
Hampshire, New York, South Dakota, Texas, and Vermont did not tap into their
available rainy day funds at all to provide added state support for education. In Texas,
for example, prior to enactment of ARRA, education advocates were assured by the
legislative leadership that $1.8 billion of additional funding would be provided for
public education and the money would be obtained from the state’s large ($9.1 billion)
rainy day fund. Instead, when stabilization funds came along a few months later, the
legislature promptly cancelled this plan and left the rainy day fund intact.27 Two states,
Colorado and Massachusetts, utilized some of their available funds, but did not fully
deplete their reserves by FY 2010. The remaining 11 states did exhaust their reserves by
FY 2010. For example, Kentucky and Ohio quickly depleted their rainy day funds to
stave off budget cuts in FY 2009; Alabama, Arizona, and Nevada had substantially
depleted their funds in FY 2008.
In at least one case, there also have been questionable uses of reserve funds in the
wake of deficit reduction pressures. In February 2010, New Jersey’s newly elected
governor Chris Christie issued an executive order that mandated a mid-year reduction
in state aid for education of $475 million and required the commissioner of education to
allocate the cuts among the school districts in accordance with the amount of
unbudgeted reserves or surplus funds they had available. The governor claimed that
this would avoid any cuts in services to children, but critics argued that the policy
would penalize districts that were fiscally prudent in preparing for anticipated major
cutbacks in the next fiscal year and would arbitrarily impose cuts on many poor districts
without regard to equity and relative need.28

26 Letter

from Arne Duncan to Hon. Edward G. Rendell, June 18, 2009.
Some states cited fiscal prudence concerns to justify a failure to utilize available rainy day
funds. For example, Maryland, despite entreaties from education advocates, refused to invade its
rainy day funds because of a concern about preserving its AAA state bond rating. The practical
value of utilizing Vermont’s fund was limited by a statutory requirement that the fund had to be
replenished by the end of the fiscal year.
28 See, N.J. Executive Order No. 14, 2009-2010; Mitsu Yasukawa, N.J’s Poorest School Districts
Would Lose $125 Million from Budget Cuts, Newark Star Ledger, February 17, 2010; David Sciarra,
Governor Christie Wipes Out School Districts’ Rainy Day Funds, New Jersey Newsroom, February
18, 2010.
27
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TABLE 3.
1

2

3

4

State

FY 06 K-12
Level of
Support

FY 08 K-12
Level of
Support

FY 09 K-12 Level of
Support before
Stimulus

FY 10 K-12 Level
of Support
before Stimulus

Alabama

$3,330,427,191

$4,150,060,642

Arizona

$3,463,982,300

$4,134,295,900

$3,673,574,155
$4,226,080,400 (formula)
$3,976,080,400 (budget)

Colorado

$2,870,089,261

$3,152,710,777

$3,344,126,475 (formula)
$3,392,945,206 (budget)

Connecticut

$1,619,662,393

$1,809,212,288

$1,889,182,288

Georgia

$7,207,931,010

$8,612,388,951

$9,029,364,842 (formula)
$8,487,513,571
(amended budget)

Kansas
Kentucky

$1,873,334,002
$3,393,559,208

$2,111,713,384
$2,888,099,137

$2,202,433,000
$2,943,634,200

Maryland

$4,038,396,894

$4,955,387,972

$5,123,308,874
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$3,657,784,748

5
ESF Funds to
be Used for
Restoration
of FY 09 K12 Support
$358,868,782

6
ESF Funds to
Be Used for
Restoration of
FY 10 K-12
Support
$0

$3,926,080,400

$250,000,000

$223,234,181

$0

$152,061,455

$0

$269,519,895

$541,851,271

$385,213,612

$0
$0

$251,374,101
$223,038,700

$0

$297,259,729

$3,696,288,785
(formula)
$3,544,227,330
(budget)
$1,619,662,393
$9,388,467,798
(formula)
$8,485,600,646
(budget)
$1,951,058,899
$2,720,595,500
$5,324,849,698
(formula)
$5,027,589,969
(budget)

State

1

2

3

4

FY 06 K-12
Level of
Support

FY 08 K-12
Level of
Support

FY 09 K-12 Level of
Support before
Stimulus

FY 10 K-12 Level
of Support
before Stimulus

$3,948,824,061 (budget)
$3,536,824,061 (post
mid-year cuts)

Massachusetts

$3,288,931,062

$3,725,671,328

Minnesota

$5,929,655,400

$6,432,728,400

Nevada

$1,825,490,361

$2,145,298,287

$6,549,008,300
$2,204,121,828 (formula)
$2,064,495,722
(projected budget)

New Hampshire

$836,772,101

$893,143,673

$893,695,744

New Jersey

$8,748,700,000

$3,252,489,904

$5,664,603,632 (formula)
$5,603,817,446
(projected budget)

New York

$19,859,480,902

$18,782,355,682

$20,417,212,126

Ohio

$7,505,633,924

$6,605,606,460

$6,742,961,893
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$4,116,770,986
(formula)
$3,948,824,061
(projected
budget)
$6,203,756,500
$2,081,892,392
$949,160,143
(formula)
$869,081,926
(projected
budget)
$6,119,759,899
(formula)
$4,768,061,622
(projected
budget)
$21,991,078,942
(formula)
$19,650,588,485
(budget)
$6,343,587,656

5
ESF Funds to
be Used for
Restoration
of FY 09 K12 Support

6
ESF Funds to
Be Used for
Restoration of
FY 10 K-12
Support

$322,000,000

$167,946,925

$0

$345,251,800

$139,626,106

$69,927,419

$0

$80,078,217

$60,786,186

$956,743,712

$0

$2,340,490,457

$0

$399,374,237

State

1

2

3

4

FY 06 K-12
Level of
Support

FY 08 K-12
Level of
Support

FY 09 K-12 Level of
Support before
Stimulus

FY 10 K-12 Level
of Support
before Stimulus

Pennsylvania

$4,492,184,000

$4,951,429,000

$5,226,142,000

South Dakota

$280,022,412

$318,511,828

$336,669,733 (formula)
$314,600,171 (budget)

Texas

$12,009,874,228

$18,664,009,841

$18,134,114,155

Vermont

$962,976,995

$1,056,563,162

$1,109,754,777

Washington

$5,416,249,403

$6,388,815,500

$6,887,838,500 (formula)
$6,525,838,500 (budget)

$5,526,086,000
(formula),
$4,871,339,000
(projected
budget)
$345,749,096
(formula)
$321,071,116
(projected
budget)
$16,070,681,117
$1,134,030,702
(formula)
$1,095,455,666
(budget)
$7,258,297,000
(formula)
$6,306,256,000
(budget)

5
ESF Funds to
be Used for
Restoration
of FY 09 K12 Support

6
ESF Funds to
Be Used for
Restoration of
FY 10 K-12
Support

$0

$654,747,000

$22,069,562

$24,677,980

$529,895,686

$2,593,328,724

$0

$38,575,036

$362,000,000

$357,338,000

Source: U.S. Department of Education. Approved SFSF Phase I Applications. http://www2.ed.gov/programs/statestabilization/resources.html
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TABLE 4.
1

2

3

Alabama

Reserve Funds
Available for FY
2009 or FY 2010
Y

Arizona

Y

Y

Y

Colorado

Y

Y

N

Connecticut

Y

Y

Y

Georgia

Y

Y

Y

Kansas

N

N/A

N/A

Kentucky

Y

Y

Y

Massachusetts

Y

Y

N

Maryland

Y

N

N/A

Minnesota

Y

Y

Y

New Hampshire

Y

N

N/A

Nevada

Y

N

N/A

New Jersey

Y

Y

Y

New York

Y

N

N/A

Ohio

Y

Y

Y

Pennsylvania

Y

Y

Y

South Dakota

Y

N

N/A

Texas

Y

N

N/A

Vermont

Y

N

N/A

Washington

Y

Y

Y

State

Reserve Funds
Reserve Funds
Tapped in FY 2009 Depleted in FY 2009
or FY 2010
or FY 2010
Y
Y

Source: See Appendix B.
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5. A substantial decline in local revenue sources does not appear to be a major
problem at this time.
Although almost half of education funding is derived from property taxes and other
local revenue sources, ARRA’s stabilization efforts are aimed exclusively at maintaining
state level funding for education at FY 2008 or 2009 levels. We, therefore, asked our
respondents whether a substantial decline in local revenues had surfaced as a major
problem that possibly was undermining stabilization efforts at the district level. Few
people were aware of major revenue decline issues occurring on a large scale. In Ohio,
anecdotal information indicates that tax delinquencies have started to rise, especially in
the poorer districts, but no data exist to indicate the amount of any loss in revenue at this
time. In Kentucky, overall local revenues have not declined, but increases are not at the
same level as in previous years.
An informal survey of 40% of the school districts in Pennsylvania conducted by the
State Association of School Business Officers found that most districts were affected to
some extent by the recession, but not to a major degree (Jay Hines, personal
communication, December 2009). Even though there have been substantial reductions in
real estate values throughout the state, assessments lag behind changes in real estate
values. The survey noted, however, that real property transfer taxes, which are a
significant factor with wealthy districts, were down 30%. Although property tax revenues
so far have been relatively stable, because of the recession there is great reluctance to raise
taxes. Other informants noted that local revenues in large cities like Philadelphia that
depend more on sales taxes to support schools have been more substantially affected by
the economic downturn.

6. Six of eight states continued to phase in equity and adequacy adjustments required
by pre-existing state law.
ARRA provides that states shall first use their ESF funds to restore the states primary
elementary and secondary funding formulae to FY 2008 or FY 2009 levels, “and, where
applicable, to allow existing State formulae increases to support elementary and
secondary education for fiscal years 2010 and 2011 to be implemented and allow funding
for phasing in State equity and adequacy adjustments, if such increases were enacted
pursuant to State law prior to October 1, 2008.”29
Of the 20 states in our sample, six (Kansas, Massachusetts, New Hampshire, New
Jersey, New York, and Pennsylvania) were directly covered by the “equity and adequacy
adjustments” clause of this provision.30 Kansas, New Hampshire, and New York were in
29 American

Recovery and Reinvestment Act of 2009, 123 Stat. 524, Title XIV, Sec.
14002 (a) (2) (A) (i) (II) (March 11, 2009).
30 Part V, section A of the Phase I applications required states to check off whether or not they
were covered by this provision, but it did not ask the states to distinguish between general
formula increases adopted prior to October 1, 2008, and increases that had an adequacy and equity
component. On these applications, 12 of the states that we studied indicated that they had adopted
formula increases before October 1, 2008, but we have determined from analysis of other data in
these applications, data in Race to the Top applications, and other budgetary and litigation
documents that the scheduled increases in Colorado, Georgia, South Dakota, Vermont, and
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the process of implementing formula increases and equity adjustments that had resulted
from recent major adequacy litigations and Massachusetts, New Jersey, and Pennsylvania
had, in 2007 and 2008, adopted major new funding formulae that were currently being
phased in.31 Two other states, Ohio and Maryland, might be said to have been covered by
the spirit of the law, since the former had adopted “equity and adequacy adjustments…to
support elementary and secondary education for fiscal years 2010 and 2011” in July 2009,
after the October 1, 2008, date specified in the law, and the latter had not fully phased in
equity and adequate adjustments resulting from the “Thornton law” originally adopted
in 2002 that by statute should have been completed before FY 2010.
In these eight states, ARRA funding was used to allow New Hampshire fully to phase
in its statutory adequacy and equity adjustments and to allow Maryland, Massachusetts,
New Jersey, Ohio, and Pennsylvania, partially to continue the phase-ins. In Kansas and
New York, however, although ESF funds allowed the state to maintain the FY 2009 level
of funding in FY 2010, the phase-in of additional equity and adequacy adjustments called
for by the statute in effect prior to October 1, 2008, did not occur. In both states, the
legislature substantially reduced state support in FY 2010 and used ESF funds to reach
the prior year’s funding level, but they did not continue the phase-in of equity and
adequacy increases to which they were committed in the wake of major adequacy
litigations.32

B. Title I ARRA Funds
ARRA offered an opportunity for school districts to improve their ability to educate
economically disadvantaged students by providing $10 billion in additional Title I, Part A
funds to schools with high concentrations of students from low-income families. The
funds were distributed to districts using existing Title I federal formulas and are in
addition to the regular appropriation of Title I, Part A, funds, which was $14.5 billion for
FY 2009. Like regular Title I funds, Title I ARRA funds are allocated directly to school
Washington did not involve any substantial equity and adequacy adjustments. We would note
that two of these five states (South Dakota and Vermont) were able fully to fund their statutory
increases in FY 2010 with the use of their ESF money, two were not able to fund their statutory
increases (Georgia and Washington), and up-to-date information regarding Colorado is currently
unavailable.
31 New Jersey’s new formula provided greater equity for about 300 low income districts that
had not been covered by the court rulings in Abbott v. Burke, an adequacy litigation that had
substantially benefited 32 large urban districts. The Abbott plaintiffs opposed the formula because
it capped future increases for many of the urban districts. See Abbott v. Burke, 2008 WL 1578814
(N.J. May 28, 2009).
32 In New York, the Alliance for Quality Education and the Campaign for Fiscal Equity, the
plaintiff in the adequacy litigation, appealed to the U.S. Department of Education to enforce the
equity and adequacy provisions of the ARRA, claiming that the equity phase-in provision of the
ARRA was mandatory. Their appeal was rejected. See letter to Hon. Arne Duncan from Billy
Easton and Geri Palast, March 30, 2009. (Letter to Geri Palast from Joseph C. Conaty, Acting
Assistant Secretary, Office of Elementary and Secondary Education, July 6, 2009). Retrieved from
www.aqeny.org/cms_files/File/3.30.09%20US%20Dpt%20of%20Education%20letter.pdf
In Kansas, plaintiffs in the adequacy litigation, Montoy v. State of Kansas, moved to reopen the
case, claiming that the failure to institute the formula increases violated the state constitution.
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districts, and districts determine how these funds will be used to benefit schools that
serve low-income students.

1. Guidance from state education departments was important.
The U.S. Department of Education provided extensive guidance on allowable and
recommended uses for these monies. As with other ARRA funds, school districts were
advised that the Title I ARRA funding would “provide an unprecedented opportunity for
educators to implement innovative strategies to improve education for academically atrisk students and close the achievement gap. …”33 School districts were expected to use
the additional resources “not only to serve more students ... but also to help boost the
quality of the services provided.”34 However, they were reminded throughout the
guidance documents that these were “one-time funds that will no longer be available”
after 2011 and must be used for one-time expenditures.
USDOE suggestions for how to accomplish this ranged from supporting preschool
programs to providing summer or after school classes to prepare high school students for
advanced coursework. Other suggestions included providing financial incentives to
attract and retain effective teachers, all manner of professional development, purchasing
library books or needed technology, targeting funding to turn around the lowest
performing schools, and implementing a community school model that offers health and
social services.35
These suggestions set up a tension between the need for districts to spend their
money quickly on one-time expenditures and the goal of using it effectively both to raise
the quality of services and serve more low-income students. For example, some of the
proposed initiatives that have the greatest potential for improving education for
academically at-risk students and closing the achievement gap like providing financial
incentives to attract and retain effective teachers and implementing a community school
model also are the reforms that are most likely to require significant on-going
expenditures after 2011.
The generality of the federal guidelines left local districts with difficult choices about
how to use their Title I ARRA funds for effective programs without “facing the cliff” of
funding cut-offs in 2011. In addition, severe budget pressures gave many districts strong
incentives to find ways to use these substantial new funds to maintain existing programs
and existing personnel that otherwise would be cut. Given the risks, the uncertainty and
the generality of the federal guidelines, additional guidance provided by a number of the
state education departments provided important assistance to districts in determining
which of the broad options afforded by USDOE were most consistent with statewide
goals for improving educational opportunity for disadvantaged students.
33 U.S. Department of Education, Guidance. Funds under Title I, Part A of the Elementary and
Secondary Education Act of 1965 Made Available under the American Recovery and Reinvestment Act of
2009, November 2009, p. 8.
34 Ibid.
35 For complete list, see U.S. Department of Education. Guidance. The American Recovery and
Reinvestment Act of 2009 (ARRA). Using Title I, Part A
ARRA Funds for Grants to Local Educational Agencies to Strengthen Education, Drive Reform, and
Improve Results for Students, September 2, 2009, pp. 14-39.
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Although in many of the states we studied state education departments simply
passed the USDOE guidance on to districts,36 several, especially, Pennsylvania, South
Dakota, and Texas, provided additional direction to districts that took into consideration
the state and local contexts for decision making and advised districts on how best to deal
with the tensions and limitations inherent in the terms of the Act. In Pennsylvania, for
example, guidance issued by the state education department emphasized forethought to
ensure that the use of Title I funds was aligned with the districts existing plans and
initiatives.37 It encouraged a school district needs assessment that included an inventory
of short-term needs and their prioritization based on effectiveness at “increasing student
learning for the lowest-achieving students” and alignment with districts’ ongoing
improvement efforts.
The Pennsylvania Department of Education (PDE) gave a list of recommended
investments, narrowing the list of USDOE suggestions and, in some cases, suggesting
specific programs that were already being used or piloted in the state. It recommended,
for example, that districts complete deployment in high schools and extend to middle
schools an ongoing statewide initiative, “Classrooms for the Future,” and that districts
“purchase elementary school science exploration kits, replicating the state’s successful
“Science: It’s Elementary” program. Through these guidelines, PDE sought
simultaneously to ensure that districts used funds in ways that built capacity rather than
filled in short-term budget holes and that limited the obligation of the districts to commit
to additional ongoing expenses.
The South Dakota Department of Education’s guidance document put an emphasis on
spending Title I ARRA funds to provide a comprehensive set of supports for learning for
Title I students, and to extend these benefits to more students.38 The Texas Education
Agency emphasized the importance of working in partnership with the state to develop a
“strategic and sustainable plan” to use the various funds effectively to meet both local
and statewide educational goals. It gave clear and specific examples of “targeted,
effective, and strategic ways” for districts to spend stimulus funds to support lowincome, ELL, and special education students in struggling and hard to staff schools.
These included improving “teacher equity” through teacher quality improvement efforts,
such as recruitment, induction programs, mentoring and professional development,
targeted at the ability of teachers to serve disadvantaged students in struggling schools.39
Most of these state education departments did, however, provide definitions and other
clarification through documents, workshops, or webinars, and spent considerable time and
resources providing assistance to districts.
37 Pennsylvania Department of Education, Pennsylvania School District Guide to the Federal
Stimulus Education Investments, March 2009. Retrieved December 21,2009, from
http://www.recovery.pa.gov/portal/server.pt/gateway/PTARGS_0_2_49989_6015_505725_43/h
ttp;/pubcontent.state.pa.us/publishedcontent/publish/marketingsites/recovery_pa_gov/content
/about/home_content/pastimulusguide.pdf
38 South Dakota Department of Education, Suggested Use of Title I ARRA Funds, April 15, 2009.
Retrieved November 6, 2009, from http://doe.sd.gov/stimulus
39 While not providing extensive state-level guidance, other states did provide some specific
suggestions to districts about the use of Title I ARRA funds. The Alabama Department of
Education, for example, strongly encouraged districts to provide Title I ARRA funds to support
middle and high school students, recommending that districts fund dropout prevention for at-risk
36
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2. Many districts used the funds to expand promising programs or initiate significant
new programs.
Although only a fraction (about 22%) of the Title I ARRA funds were drawn down by
the school districts during the first year of ARRA implementation,40 these funds have
fostered important new programs that are provided significant new educational
opportunities for disadvantaged students. The Chamberlain school district near a Sioux
reservation in South Dakota, for example, used Title I ARRA aid to purchase long-term
contracts for research-based learning software programs. They also established a “one-toone student laptop” program as well as digital whiteboards for classrooms and an
intensive teacher training program on use of the new learning programs and equipment.
In the superintendent’s words, the Title I ARRA funds offered an opportunity to create “a
true learning community” around cutting-edge educational tools and techniques that the
district’s Title I schools would, in the absence of ARRA, be very unlikely to obtain.
Similarly, the Milton Independent School District, outside Burlington, Vermont,
blended Title I ARRA funds with other funding sources used in the past for textbooks in
order to buy portable computers for high school and middle school students and faculty.
The district also used the federal funds to accelerate their planned program to buy digital
whiteboards and pay for professional development related to their use. The district,
moreover, was converted into an entirely wireless networking environment. Milton had
recently begun these technological projects, but the stimulus allowed them to carry them
out comprehensively.
A number of large urban school districts have used Title I ARRA funds to expand
summer learning opportunities for disadvantaged students. Montgomery County Public
Schools in Maryland spent $1.2 million in the summer of 2009 to provide summer
learning opportunities to Title I elementary schools. The Cincinnati school district spent
$1.2 million to launch a full-day program for low-performing elementary schools for four
weeks in the summer that includes academics with school-year teachers in the morning
and enrichment activities with community partners in the afternoon. And the Pittsburgh
school district is spending $10.6 million over two years to create a new summer learning
program to improve middle school literacy, including both academic and enrichment
components.
Title I ARRA funds were also used to allow districts with ongoing major initiatives
designed to provide necessary supplementary supports to disadvantaged students to
expand these programs. A prime example is the Syracuse school district in New York. It
used much of its Title I ARRA funding to ensure continued scheduled expansion of an
innovative district-wide initiative to provide comprehensive supports to all students.
Syracuse, an urban district with a student poverty rate of almost 80%, is working with the
students or youth returning from correctional facilities; the coordination of health and social
services for children and youth who are at risk; and mentoring and peer mediation programs.
Alabama State Department of Education. (March 23, 2009). State and local team meeting on the
American Recovery and Reinvestment Act of 2009. Retrieved December 21, 2009, from
www.alsde.edu/general/ARRA_March _23_Education_for_the_Disadvantaged.pdf
40 Russlynn Ali, Assistant Secretary for Civil Rights, remarks at Stimulating Equity?
symposium on February 9, 2010.
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Say Yes to Education organization to guarantee a college education to every student who
graduates from high school. In order to prepare its students to meet this challenge, the
district will provide the full range of academic, social, and health services that students
from low-income families need to succeed in school.41
Syracuse had expected to use scheduled equity and adequacy increases from New
York’s state funding formula to support the expansion of its program. Last year,
however, the state failed to appropriate these scheduled increases and denied local school
districts their promised level of support.42 The availability of Title I ARRA funds to
replace the anticipated state funds allowed this important urban experiment to continue
in accordance with its planned expansion schedule. Once the ARRA funds are expended,
however, the district will face a serious “cliff problem,” unless New York resumes
funding the scheduled formula increases.
The Decatur, Alabama, school district committed a portion of its Title I ARRA money
to expand the district’s “Family Assistance through Community Ties” (FACT) program,
an initiative that uses comprehensive community resources to provide all children with
the services and supports they need to optimize learning. FACT coordinates existing
high-quality services from the community and brings them into the schools. These
services include parent involvement programs, housing services, recreational activities,
family counseling, emergency assistance, medical services and more. Most of these
resources are contributed by community agencies and are not dependent on continued
school district funding.

3. In some instances, Title I ARRA funds have been used to avoid lay-offs of general
education personnel or for ineffective short-term programs.
Virtually all states that we surveyed reported that the lion’s share of their Title I
ARRA funding was used to create or retain jobs. The reports that states were required to
file regarding jobs retained or created with stimulus dollars did not require them to
differentiate between these categories. In most states that we studied, some school
districts appear to have spent a considerable amount of their Title I ARRA funds to save
jobs formerly paid for through state and local funding that were threatened as a result of
cuts in that funding. State education departments report that they discouraged this
practice but believe that it was common nevertheless.43
The Title I statute and regulations prohibit schools from using Title I funds to
substitute for or “supplant” state or local funds that would normally have been used for
the education of students now participating in Title I programs. At the same time, Title I
allows districts to use their Title I funds for “schoolwide programs” in schools where at
For a description of the Syracuse project, see David Callahan, Saying Yes in Syracuse: A
Battered Industrial City Is Leading the Way in Preparing All Schoolchildren to Succeed in College.
The American Prospect, November 2009, pp. 11-13.
42 See discussion above at p. 26.
43 Districts often also reported that teachers whose salaries may have been paid for out of
regular education dollars received Title I dollars to provide supplementary tutoring to lowperforming students before or after school or during the summer – or to provide specialized, small
group instruction during school. Many administrators considered this funding a great boon to
their ability provide extra staffing to serve their low-income, low-performing students.
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least 40% of their students are from low-income families. Some districts have been able to
use their Title I ARRA funds to maintain programs and personnel formerly paid for by
general district revenues because of flexibility allowed for schoolwide programs.44
Though it is important that Title I schoolwide program schools were given the extra
funding and needed flexibility to maintain essential services for their students, this use of
funds appears to have maintained the status quo rather than improving educational
opportunity for Title I eligible students.
A number of districts in the states we surveyed acknowledged that they
conscientiously geared their Title I spending to one-time or short-term expenditures, like
technology and professional development. The prevalence of technologies expenditures
raises particular concerns. Though many of these programs are well conceived, we
believe that others reflect purchases made in haste for technology that does not relate
well to core instructional programming. These concerns are heightened by the speed with
which education technology companies have tried to capitalize on the sudden availability
of millions of dollars in potential resources for their products. For example, Exemplars, a
company that sells software as well as instructional materials, tests, and professional
development services, has a webpage entitled, “Exemplary Ideas for Your Title I and
IDEA Stimulus Funds”: “Use your Title I and IDEA stimulus funding to engage students
and foster active learning in your intervention programs as well as summer school,
afterschool and special education programs.”45

4. Expanding the number of students receiving Title I services raises serious “face the
cliff “concerns
Some large urban school districts are dealing with the influx of additional Title I
funds by lowering the poverty threshold that qualifies schools for Title I funds and
making more schools and students eligible for benefits. For example, the New York City
Department of Education handled the new Title I funds by lowering the eligibility
threshold for Title I schools from 60% to 40% low income students. Similarly, Clark
County, Nevada, the nation’s fifth largest district, which includes the city of Las Vegas,
lowered its Title I cut off from 64% of students qualifying for free or reduced lunch to
53% upon receipt of the Title I ARRA funding. The result was 69 new Title I schools,
nearly double its original number.
This approach, though permissible, has clear trade-offs. On the one hand, for a short
USDOE’s guidance document also deals with this type of situation by specifying that
schools can “[rebut] the presumption of supplanting,” by documenting a reduction in the amount
of non-federal funding available and a prior decision to eliminate the job or activity “without
taking into consideration the availability of Title I, Part A funds” U.S. Department of Education,
September 2, 2009, p. 30.
45 See www.exemplars.com/campaign/title1/index.html. Similarly, Smart Technologies,
makers of the popular SmartBoards, provide a full-color guide to aid districts in using ARRA
funds to buy their products. The guide includes bulleted lists providing language for justifying the
expenditure with ARRA funds: “To make the process easy and effective, we’ve supplied
information on the products that form the foundation of SMART education solutions, showing
you how they align with ARRA objectives.” See Smart ARRA Application Guide,
http://smarttech.com/stimulus/assets/arra_applicationguide.pdf
44

24

period of time more schools and more students receive additional services. On the other,
the original higher poverty Title I schools are deprived of the opportunity to build
capacity with the full influx of funds. Furthermore, if the new funds now supporting a
larger number of students will no longer be available after 2011, districts will face a
difficult choice about whether to cut programs and staffing in all Title I schools or to raise
the poverty threshold and reduce the number of Title I designated schools, thereby
terminating services to all of their students.
In Clark County, school district administrators made it clear to residents and
employees that the additional Title I funding would no longer be available after two
years; they explicitly stated that many of the new schools--possibly even all the high
schools--would lose Title I funding and return to their former status after 2011. The same
warning applied to the employees whose positions were preserved by ARRA; they were
told not view their jobs as saved, just extended.46

C. IDEA ARRA Funds
ARRA provided $12.2 billion in supplemental funding for school districts to improve
their ability to educate students with disabilities through programs authorized under Part
B of the Individual with Disabilities Education Act (IDEA).47 This funding is in addition
to the regular annual appropriation, which was $11.5 billion for FY 2009. IDEA ARRA
funds, like regular IDEA funds, are allocated directly to districts using existing federal
formulas and are to be spent according to current statutory and regulatory requirements
to pay the extra costs associated with ensuring a “free appropriate public education”
(FAPE) to children and youth with disabilities.”48

1. USDOE guidance on the use of IDEA ARRA funds was clearer than guidance
regarding Title I ARRA.
As for the Title I ARRA funds, USDOE provided both preliminary and detailed
guidance on the use of IDEA, Part B ARRA funds.49 These documents encouraged school
In its guidance, the Nevada state education department cautioned school districts against
adding Title I schools from their “eligible but not served” list, citing the likelihood that funds
would not be available after September 2011 and the same schools would then have to be dropped.
They also cited the concern that newly served Title I schools would enter the accountability system
for No Child Left Behind “in their current status,” which would presumably require additional
district and state resources for schools failing to meet AYP. At the same time, however, they
encouraged districts to consider serving more middle and high schools.
47 The ARRA provides a total of $12.2 billion for additional IDEA funding. These funds cover
both parts B and C of the IDEA. Part B provides funds to ensure that preschool and school-aged
children have access to a “free and appropriate public education” though two programs – Grants
to States (for K-12) and Preschool grants. Part C provides funds for early intervention and related
services for infants and toddlers with disabilities, or at risk of developing a disability, and their
families. We focused on the IDEA Part B grants for school-aged children, which amounted to $11.3
billion.
48 Up to 15% of a district’s IDEA Part B funds can also be used for “coordinating early
intervening services” (CEIS) for children not currently identified as needing special education but
who need extra support to succeed in a general education classroom. 20 U.S.C.A. §1413 (f)(1).
49 U.S. Department of Education, Guidance. Funds for Part B of the Individuals with Disabilities
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districts to use the funds to “improve student outcomes and to advance systemic reforms
that will have an enduring impact,” employing strategies that align with ARRA’s four
general reform goals.50 They also provided concrete suggestions on how to accomplish
these goals with one-time expenditures. These included supporting teachers who are
pursuing dual certification in special education and academic content areas; upgrading
technology and providing training to special education teachers in using technology to
improve instruction; purchasing assistive technology and providing training; and
implementing flexible curricula designed to support diverse learners; implementing a
“response to intervention” (RTI) framework for ensuring the appropriate instructional
approaches for at-risk and special education students.51
Although the requirement to use all of these funds by 2011 creates a “face the cliff”
tension for school districts similar to that they are dealing with in Title I ARRA funding,
the problem is less acute in this sector. There are perennial shortages of dually certified
special education teachers, bilingual special education teachers, specialists who provide
speech services, occupational and physical therapy, and so on. In addition, many districts
face acute needs for building accessibility improvements and for expensive assistive
technology devices. Moreover, major new initiatives mandated by IDEA in the areas of
inclusion and response to intervention have been imperfectly implemented in many areas
partially because of shortages of qualified trained staff, and lack of funding to develop
flexible curricula. The IDEA ARRA funds, in many cases, therefore, provide vital funds
that allow districts to complement and complete their on-going plans and initiatives in
these important areas.

2. School districts have generally put their IDEA ARRA funds to good use.
Districts around the country report that they spent or will spend IDEA ARRA funds
on USDOE-recommended expenditures like hiring teachers and other personnel in
shortage areas, professional development, hardware and software for enhancing student
achievement, lift buses and handicap accessible vans, and assistive technology. Several
districts said they funded new autism initiatives.
The availability of funds to purchase of assistive technology devices, like state-of-theart systems for hearing-impaired students, and accessible computers has been an
important opportunity for districts. Some districts have used this opportunity to think
strategically about how to use technology to benefit a larger number of students in the
least restrictive setting; others have used some stimulus funds to replace or replenish
stocks of existing technology that tight budgets had diminished.52 In the state of
Education Act Made Available under the American Recovery and Reinvestment Act of 2009, April 2009;
U.S. Department of Education. (September 2009). American Recovery and Reinvestment Act of
2009: Using ARRA Funds Provided Through Part B of the Individuals with Disabilities Education
Act (IDEA) to Drive School Reform and Improvement.
50 U.S. Department of Education, American Recovery and Reinvestment Act of 2009: Using
ARRA Funds Provided Through Part B of the Individuals with Disabilities Education Act (IDEA) to
Drive School Reform and Improvement, September 2009, p. 4.
51 U.S. Department of Education, September 2009, p. 7.
52 IDEA MoneyWatch. AT Experts on the Record: Much Remains Status Quo, September 2009.
Retrieved from http://www.advocacyinstitute.org/expertsontherecord/ATSep09.mp3
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Washington, some 25% of all school districts reported that they intended to use their
IDEA ARRA funds for the purchase of assistive technology devices and for training of
staff in their use.53
A second major area of investment was infrastructure improvements to improve
accessibility for students with physical disabilities. For example, Vermont school districts
focused on infrastructure investments that included making elementary school
playgrounds accessible; providing front entrance accessibility for middle and high
schools; providing handicap access to school stages; purchasing classroom amplification
systems for hearing impaired students; and adding an elevator that will permit disabled
students to attend their neighborhood middle school and not have to leave their peers at
sixth grade and travel to the other side of town.54
One district in Connecticut has used IDEA ARRA funds to provide the kind of
comprehensive inclusion transition program that many researchers recommend, but few
districts are able to implement fully: they hired behavioral experts and held parent
training sessions to prepare the community for inclusion programs for students with
emotional disabilities. The Garland, Texas, school district is investing part of its IDEA
ARRA funds in diversity training for all school district personnel from teachers, to bus
drivers and cafeteria workers. Though the money will not be going directly to special
education students, the district believes that the training will lead to a reduction in the
number of students referred to special education in the future.55
One innovative district, Fayette County in Kentucky, offered $500,000 in grants to
schools from their IDEA ARRA funds. Schools were encouraged to submit applications
up to $10,000 and asked for funding for purchases like laptops, a mobile computer lab,
and software. The district also provided $500 to each of its special education personnel to
spend on materials and supplies. Fayette County also directed $1.2 million to buy books,
training, and software to support reading and physical activity for special education
students.

3. A maintenance-of-effort loophole in the statute is allowing many school districts to
shift substantial amounts of ARRA IDEA funds to non-special-education uses.
The April 2009 USDOE guidance, and some state guidance documents, drew states’
and districts’ attention to a previously little-used provision within IDEA that allows
qualifying school districts to reduce significantly the amount of state and local funding
they are required to provide for special education. This provision, written in 2004 when
annual federal funding increases were relatively small, allows school districts whose
Interview, Mary Ellen Parish, Special Education Safety Net Supervisor at the Washington
State Office of Superintendent of Instruction, February 1, 2010.
54 Vermont Department of Education. American Recovery and Reinvestment Act (ARRA) of
2009: Vermont Education ARRA Links and Resources. Retrieved February 2, 2010, from
http://education.vermont.gov/new/html/dept/recovery_act.html#idea
55 Karel Holloway, Garland ISD to Use $500,000 of Stimulus Funds on Diversity Training,
The Dallas Morning News, October 8, 2009. Retrieved January 7, 2010, from
http://www.dallasnews.com/sharedcontent/dws/dn/education/stories/DNgarstimulus_08eas.ART.Central.Edition1.4be41fd.html
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special education programs are in compliance with their state’s plans, to reduce their
state and local spending for special education by up to 50% of the amount of the federal
increase and to use these funds for other educational purposes.56
Given the scale of the ARRA funding, this provision potentially allows many districts
indirectly to use up to half of the large IDEA ARRA allocations for general education
purposes. Of equal or even greater concern to special education educators and advocates,
once local funding is reduced in this manner, the lower local contribution figure will
become the base figure for future maintenance of effort (MOE) purposes. This may mean
significant reductions in special education spending in coming years.
Since the key qualification to be eligible to utilize this maintenance of effort loophole
is compliance with the state performance plan for special education, there has been great
pressure on some state education departments to loosen their compliance requirements.57
A number of states have modified their state plan requirements, and at least one state,
Minnesota, has implemented an appeals process for districts that do not initially meet the
requirements.
In an October 21, 2009, letter to chief state school officers and state directors of
education, Secretary of Education Arne Duncan expressed great concern about these
practices.58 He urged states to maintain high standards in their state plan requirements
and compliance determinations. Nonetheless, a number of states appear to have
consciously facilitated their districts’ ability to utilize the MOE loophole.
A U.S. Government Accountability Office (GAO) study of 15 states shows that in all
but three states there was an increase in the number of districts meeting state plan
requirements. While some states attributed these changes to increased state assistance,
others acknowledged they had changed the determination process, either by eliminating
certain requirements or by increasing the minimum number of special education students
for a district to be evaluated in a particular area.59 For example, in Arizona, during the
2008-2009 school year, only 22% of school districts were meeting requirements and were
eligible for the 50% MOE reduction; in 2009-2010, 81% met the eligibility requirements.
Ohio went from 8% meeting requirements in 2008-2009 to 99% in 2009-2010.60 The survey
also indicated that 44% of the districts that were eligible to shift IDEA funds from special
education were planning to do so.
According to IDEA Money Watch,61 as of November 2009, 57 out of 169 Connecticut
school districts reported to the Connecticut State Department of Education that they
56 20

U.S.C. § 1413(a) (2)(C)(i).
Samuels, C.A. (2009, August 12). Stimulus spurs shifts of special education funding,
Education Week, 28(37), p.9.
58 Letter to Chief State School Officers and State Directors of Special Education from the
Education
Secretary,
October
21,
2009.
Retrieved
November
5,
2009,
from
http://www2.ed.gov/policy/elsec/guid/secletter/091021.html
59 U.S. Government Accountability Office (GAO), Recovery Act: Status of States' and Localities'
Use of Funds and Efforts to Ensure Accountability (GAO-10-231), December 10, 2009, p. 58.
60 Ibid.
61 IDEA Money Watch (www.ideamoneywatch.org) is a project of The Advocacy Institute, a
non-profit, tax-exempt organization dedicated to the development of products, projects and
services that work to improve the lives of people with disabilities.
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would use more than $15 million of IDEA ARRA funds to reduce local spending on
special education in 2009-2010. The Department’s Bureau of Special Education said that
using IDEA ARRA funds in this way is consistent with their recommendations, and
“although we would like to see more innovative, one-time, sustainable activities, there is
no regulation requiring this action.”62 According to IDEA Money Watch, the department
“claims that it has no basis for helping districts to change course and to use IDEA ARRA
as it was intended.”63 In Pennsylvania, only three districts out of 500 are not in
compliance with the state plan, so virtually all can take advantage of the 50% reduction in
local funds.
The Minnesota Department of Education provided extensive guidance on the use of
IDEA ARRA funds through written documents and webinars. The guidance paid
particular attention to the MOE provisions, providing a number of examples of ways that
districts could take advantage of the full 50% reduction and a number of cautions about
the state reporting requirements necessary to ensure it. The St. Francis School District 15,
a suburban school district outside of Minneapolis-St. Paul, reported that it used the 50%
MOE reduction to shift funds from special education in order to “bring back teachers and
keep class sizes down.”64

IDEA Money Watch. Pitfalls Redux: Using IDEA Stimulus to Pay for Increased Costs of Existing
Programs, June 23, 2009. Retrieved January 7, 2010, from
http://ideamoneywatch.com/states/ct/?p=644
63 Ibid.
64 Tammy Sakry, District 15 Will Use Federal Stimulus Funds to Reduce Class Size, ABC
Newspapers, May 20, 2009. Retrieved November 7, 2009, from www.abcnewspapers.com/
index.php?id=7403&task=view&option=com_content&Itemid=26
On January 25, 2010, the Ohio Columbus Dispatch reported that 113 districts had plans to
divert $22 million in IDEA ARRA funds, often to plug holes in their operating budgets. Schools
reroute aid for disabled. Columbus Dispatch, Retrieved January 27, 2010, from
http://www.dispatchpolitics.com/live/content/local_news/stories/2010/01/25/copy/special
edmoney.ART_ART_01-25-10_A1_3BGCV0V.html?sid=101
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III. ANALYSIS
Over the past two decades, America has developed, on both the federal and state
levels, a clear understanding of what equal educational opportunity means and a strong
policy commitment to achieving it. Meaningful educational opportunity involves both
excellence and equity. It calls for establishing challenging academic standards, providing
an adequate resource base that provides all students an opportunity to attain those
standards, and affording to students from disadvantaged backgrounds the additional
resources that are necessary to allow them a substantially equal opportunity to meet the
standards.
The Elementary and Secondary Education Act, as amended by the No Child Left
Behind Act of 2001, and the standards-based reforms adopted by all 50 states, explicitly
incorporate these understandings. The strong policy commitments set forth in these laws
recognize both the moral imperative for this country finally to realize the equitable vision
of Brown v. Board of Education, and the strong national interest in preparing all of our
students to be capable citizens and productive competitors in the global marketplace.
ARRA reflects and continues this clear-cut national policy commitment to meaningful
educational opportunity. It recognizes that even in the midst of a severe economic
downturn, students’ educational needs must be met. The Act directs an unprecedented
amount of national resources to helping the states maintain adequate levels of
educational funding and to promoting continuing progress toward greater equity in
education even in these recessionary times. The critical question that our 20-state
preliminary analysis has sought to answer is to what extent have these ambitious goals
actually been achieved during the first year of the Act’s implementation?

A. Adequacy Goals
ARRA provided states substantial statutory encouragement and economic resources
to maintain or increase their pre-recessionary level of educational expenditures. Although
most states tend to prioritize education when effecting budget cuts, ARRA’s emphasis on
immunizing education from severe state budget cuts gave them a further incentive and
substantial resources to safeguard students’ educational opportunities.
This emphasis on maintaining adequate levels of educational expenditures during
times of fiscal constraint is highly significant. Specific clauses in almost every state
constitution guarantee all students the opportunity for a meaningful educational
opportunity. Although not all of the states have reached a level of substantial compliance
with these requirements, Congress’s intent to maintain or increase pre-recessionary levels
of spending on education during these times of severe economic downturn complements
and bolsters the state court constitutional rulings that hold that children’s educational
rights should not be tied to the ebb and flow of economic cycles.65
65 For a detailed discussion of the states’ constitutional responsibilities in this regard, see
Michael A. Rebell, Safeguarding the Right to a Sound Basic Education in Times of Fiscal Constraint.
Presented at the Campaign for Educational Equity symposium, Stimulating Equity? The Impact of
the Federal Stimulus Act on Educational Opportunity, Teachers College, Columbia University,
February 9, 2010.
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The extent to which Congress’s goal of maintaining adequate levels of funding during
the economic downturn has succeeded is evidenced by the fact that 17 of the 20 states we
studied were able to maintain their FY 2008 level of funding in FY 2009 and FY 2010 and
that 11 states actually raised their level of state support in 2009 and maintained that level
in FY 2010.
The significance of this achievement is, however, tempered by the fact that nine states,
despite the additional federal assistance they received, were not able to maintain these
continuing levels of support for education at the higher FY 2009 level. Moreover, the
reality that ten of the 20 of the states we studied will have fully or virtually depleted their
K-12 ESF funds in 2010, leaving little or no stimulus funds to deal with the rapidly
deteriorating budgetary situation many of them will face in the next few years, indicates
that, absent a further infusion of federal funds, it will be exceeding difficult to maintain
anything like adequate funding levels for education in 2011 and the years to come.
Our generally positive findings concerning maintenance of prior or higher funding
levels in FY 2010 must also be qualified a disturbing level of uncertainty in the
expenditure data that states have submitted to USDOE. The core problem was created by
a critical definitional ambiguity in the statute. ARRA directed the states in the first
instance to use the ESF funds to support the state’s “primary elementary and secondary
funding formulae,” but neither the statute nor USDOE defined what the “primary
formulae” are.
Most states apparently reported data from their foundation formulae that generally
support core educational operations. These foundation formulae usually represent 7080% of state funding. They generally omit certain categories like transportation, building
aid, and grants in aid or categorical funding for special purposes like programs for the
gifted, or special technology or software projects. In some states, however, major funding
categories like special education or equalization aid to support districts with low
property wealth are excluded from the foundation. Failure to report on these “nonprimary” categories means that reductions or, in some cases, increases in funding in these
areas are not considered by USDOE and could not be included in our analysis of the
maintenance of funding levels.66
For these reasons, we believe that some states’ ARRA submissions tell a rosier story
about the extent to which they were able to maintain adequate funding levels in the midst
The definitional ambiguity also allowed states like Kentucky and Ohio to shift their
definitions of what is included in their “primary formulae” in different years, rendering
comparative analysis difficult or impossible (see Table 1 above). The uncertainty of these data is
compounded by the lack of uniformity in the definition of “fiscal year” from state to state or
between the states. USDOE has also not done anything to correct blatant errors in the applications
it has approved. For example, New York reported in its Phase I application that it was utilizing
98% of its ESF funding in FY 2010 when in fact it had already enacted legislation at the time of that
submission that committed it to using 50% of the funds in FY 2010 and 50% in FY 2011. Similarly,
New Hampshire’s Phase II application erroneously included $80 million in ESF funds it is using in
2010 as part of its “state support” figure. These errors have been corrected in the tables that are
included in this report.
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of the economic downturn than students and teachers were, in fact, experiencing in the
schools. Nevertheless, we do believe that the information provided does offer a rough, if
inexact, indication of the significant degree to which ESF funding did allow many states
to maintain stable funding levels or to mitigate the budget cuts that they were putting
into effect.
Maintenance of the core foundation funding levels was important, especially in states
like Kentucky which have adopted equitable foundation funding systems. Despite cuts
that were implemented in several categorical funding areas, ESF funding did allow
Kentucky to maintain stable funding for its Support Educational Excellence in Kentucky
(SEEK) program, the state’s largely equitable foundation funding formula, and not risk
adjustments that may have had detrimental effects on high need districts and low-income
students. As one advocate explained:
I am hugely proud of Kentucky’s SEEK formula. We haven’t fully equalized
school resources, but the funding gaps we have left are relatively small and the
places with higher funding heavily overlap with the places with higher costs of
living. The main ARRA effect I’ve seen is keeping that formula intact, and that’s a
very important plus for educational opportunity. That’s very helpful.

B. Equity Goals
1. Priority Equity Reform Areas
The four priority reform areas that Congress identified in ARRA, improving the
effectiveness and equitable distribution of teachers, turning around low-performing
schools, improving state academic standards and assessments, and establishing a
longitudinal data system, represent, in essence, the major deficiency areas in the No Child
Left Behind law. Substantial progress must be made in each of these areas if
disadvantaged children are to have meaningful opportunities to meet the challenging
proficiency goals set forth in the law.
Despite Congress’s emphasis on these four areas and USDOE’s strong efforts to
induce states to maximize the amounts of ESF funds that would be available to provide
subgrants to local school districts to support new initiatives in these areas, our stark
finding was that no state in fact reserved any of its ESF funding for new initiatives in the
four reform areas. USDOE’s jawboning was ineffective in light of the fact that the statute
allowed the states broad discretion in how they used their ESF funds. They were
encouraged to commit a sufficient level of state support and a sufficient amount of their
ESF funding to maintain the greater of FY 2008 or FY 2009 funding levels, but the only
mandatory maintenance of effort requirement was that state funding not be reduced
below the level of FY 2006.67 In addition, the states were required to use the same ESF pot
to maintain support for K-12 public schools and for public institutions of higher
The specific maintenance of effort requirement in ARRA is that each state must in fiscal
years 2009, 2010, and 2011 “maintain State support for elementary and secondary education at
least at the level of such support in fiscal year 2006” (American Recovery and Reinvestment Act of
2009, Sec. 14005 (d) (A)).
67
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education, and many governors chose to provide greater support for their colleges and
universities rather than to free up funds for subgrants to local school districts.68
The Inspector General’s criticism of three states for digging holes in their education
budget and “backfilling” them with the exact amount of ESF funds needed to reach the
prior year’s funding level or the level required by state statutory formulas was ignored by
these states and by all of the others we studied. His concern that this practice “may
adversely impact the achievement of the education reforms of the [ARRA] program,”69
fell on deaf ears. The Secretary’s threat that states that do “backfill budget holes” would
find their competitive position to receive Race to the Top and other competitive grants
“negatively impacted”70 did not prove to be an effective sanction either.71
The fact is that in a recessionary economy, when every state and every school district
is putting a premium on saving jobs and maintaining services -- not just in education but
in every other area of state programs -- a plea to set aside scarce funds to support new
initiatives for equity is not going to be heeded if it is not backed up by mandatory
directives or strong maintenance of effort requirements. Nor are states that think it
important to maintain their rainy day funds to meet anticipated problems in future years
likely to yield to requests to apply them immediately to funding education if there is no
statutory requirement that they do so.

2. Equity and Adequacy Adjustments
In light of the strong incentives states have to use all available funds to maintain
existing services, it is especially remarkable that six of eight states continued phasing in
equity adjustments called for in their state statutes, as recommended, but not required, by
ARRA. These states were, of course, already committed to continue these phase-ins by
state statutes and, in most of these cases by past court decrees; accordingly, there was a
strong state constituency for maintaining these commitments. Congress’s explicit
statement that ESF funds should be used for this purpose, therefore, bolstered existing
support for making progress toward greater equity in state funding statutes. These
findings suggest that where local constituencies and state court rulings are pressing for
continuation of existing commitments to equitable reform, federal encouragement of
these efforts can be significant.

The percentage of their ESF funds that they committed to high education as compared
with K-12 education ranged from 0 (Maryland, Texas, and Vermont) to 40% (Alabama) and
43% (Arizona). Governors also had discretion to use the additional $8.8 billion government
services fund either for education or for other state services.
69 U.S. Department of Education, Office of the Inspector General, 2009.
70 Letter from Arne Duncan to Hon. Edward G. Rendell, June 18, 2009.
71 A state’s commitment to maintaining equitable funding levels is counted for 10 points out of
500 in the Race to the Top application. Aside from the fact that a failure to meet this requirement
would have a negligible effect on a state’s total score, the standards used to assess a state’s
commitment to equity, maintaining education’s proportionate share of the overall budget and
having some “equitable” funding policies, are so undemanding that all but one (Colorado) of the
14 states from our sample that submitted and posted round 1 Race to the Top applications claimed
to be in full compliance.
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The range of adjustments ranged from major to miniscule. New Hampshire used its
stimulus funds to raise its state funding by 9% and fully implement its scheduled formula
reforms. Ohio, on the other hand, essentially flat funded its primary formulae from 2009
to 2010, but continued phasing in its equity adjustments, albeit with a cap on upward
adjustments for poor districts of 0.75% and a downward floor for affluent districts of 1%.
Nevertheless, advocates in Ohio considered that the continued commitment to phasing in
the equity formula in these difficult economic times demonstrates the governor’s resolve
to keep his commitments to the funding reforms that the legislature adopted last year and
they are willing to work with him. Massachusetts used both its ESF funds and general
stabilization funds, which could be used for a variety of educational and noneducational
purposes at the governor’s discretion, to continue the phase-in of equity adjustments to
compensate local districts that had been paying a greater local share of the foundation
amount than was called for by the formula.
Although ARRA can be said to have endorsed the use of ESF funds to maintain equity
and adequacy adjustments, ultimately the statute did leave decisions to use ARRA funds
in this way to the discretion of the state. In the absence of a federal mandate, or an explicit
directive from the state courts, the governors and legislatures in Kansas and New York
decided to use their available ESF funds to backfill the very deep holes that their past
taxation and borrowing practices had dug rather than to continue phasing in these equity
and adequacy adjustments.
It should also be noted that ESF funding stimulated a significant equity adjustment,
one that was not required to be phased in by a state statute, in another of the states that
we studied. In Texas in 2006, the legislature had agreed to compensate local districts for a
statewide property tax reduction that had been adopted in conjunction with changes in
the state funding formula that year by providing a “hold harmless” state subsidy that
would guarantee districts continuation of the total amount of aid that they had been
receiving under the old formula. Since that time, state funding in Texas has essentially
been based on allotments reflecting the hold harmless amount, rather than the new
formula, which had a number of equity adjustments. This year, use of stimulus funds
allowed Texas to restore about 200 low income districts to the formula, and, as a result, to
raise their state aid allocations.
On balance, then, ARRA has promoted modest progress toward equity adjustments in
state formulas in at least seven of the states in our sample, even though its equity and
adequacy adjustment provisions are not mandatory. It should also be noted that, in
addition to the positive equity adjustments that ESF funds have facilitated, the law may
also have had an indirect equity effect in preventing states from making the inequitable
adjustments that often occur when budgets are suddenly reduced. Note in this regard
that in Georgia, one of the states in our sample that substantially reduced funding in FY
2010, the major cut that was adopted was a 20% reduction, amounting to $112 million, in
the “equalization fund” that aims to subsidize less wealthy districts to the wealth level of
the 75th-percentile district.72

72

James Salzer, Poor Districts Won’t Get Extra Funds, Atlanta Journal- Constitution, May 31,

2009.
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3. Title I and IDEA ARRA Funding
The large categorical increases that Congress provided for Title I and IDEA
programming under the ARRA were intended to drive major new resources to
disadvantaged students and to students with disabilities. This huge equity commitment
is of enormous significance, especially since these disadvantaged populations are usually
among those who are most detrimentally affected by recessions and attendant budget
cuts.
Even with these earmarked equity grants, however, the pressures to maintain existing
positions and existing programs have induced states and local districts to find ways to
divert these funds to general uses. Title I’s schoolwide programming flexibility has
allowed many districts to maintain programs and retain teachers previous funded by
non-Title I funds. IDEA had a an even broader statutory loophole – written before ARRA
and at a time when only small annual increases in federal funding was contemplated –
that explicitly allows school districts that are in compliance with their state plans to use
up to 50% of any increases in federal IDEA funding to offset local funding for students
with disabilities. Many districts, often with state education department encouragement,
are openly taking advantage of this option to siphon off substantial proportions of their
IDEA ARRA funds to supplant local funding.
We found many impressive examples of important new programs being initiated with
these funds and vital existing programs for Title I and IDEA eligible children being able
to expand. It is also clear, however, that “cliff” pressures, especially in regard to Title I,
mitigated the potential benefits that might have been expected to flow from devoting
these large sums to the needs of disadvantaged students. Although many districts have
mounted or expanded important innovative programs that would not have been possible
without this funding, substantial sums are being spent on hastily developed technology
and professional development programs, rather than on more extensive teacher
recruitment and retention or comprehensive capacity-building efforts that may have had
much greater long-term impact on reform in ARRA’s four prime areas. In many large
cities, Title I funds are being used to provide services to large numbers of eligible, but
previously unserved children. Although this will clearly be a benefit to these students for
the next two years, when the ARRA funding runs out, the districts will face the hard
choice of terminating these students from the programs or providing less concentrated,
and possibly lower quality services, to the expanded number of students that they are
now serving.
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IV. RECOMMENDATIONS
Congress’s willingness to emphasize adequacy and equity in educational funding in
ARRA is laudable, and the fact that this huge, rapidly constructed emergency bill had a
number of gaps, inconsistencies, and ambiguities that impeded maximum realization of
the statute’s educational goals was understandable. The experience of the first year of
ARRA implementation does, however, provide a basis for proposing specific ways that
implementation of ARRA can be improved for the remaining time that it will be in effect
and for further proposals on how future stimulus statutes or other federal efforts to foster
equity and adequacy can be more effective.

A. Proposals for Immediate Improvement of ARRA Implementation
1. In order to provide transparent, comprehensible comparative data, USDOE should
define “primary funding formulae” and require states to use that definition in their
future quarterly reports and to modify their previously submitted reports to conform
to that definition.

2. To ensure that state and local appropriations for special education are not reduced
below the amounts that states and localities were providing for this purpose prior to
ARRA, Congress should amend the maintenance of effort provision of the IDEA to
require that any local educational agencies that take advantage of the provision in 20
U.S.C. sec 1413(a) (2) (C) (i) to reduce their local contributions by an amount equal to
up to 50% of their IDEA ARRA allocation, must, after utilizing these IDEA ARRA
funds, restore their local contributions to the level that would have been required in
the absence of this reduction.

3. In order to permit effective planning and use of Title I and IDEA ARRA funds,
Congress should amend ARRA to permit schools to utilize up to 50% of their
allocations in each of these categories to fund exemplary programs through FY 2013.
Future Race to the Top competitions should provide funds to allow districts to
maintain exemplary Title I and IDEA programs beyond FY 2013.

B. Proposals for Future Federal Funding Programs
1. In order to maintain adequate funding levels for education in 2011 and the years to
come in the still-dire economic situations states are facing, Congress should authorize
a second round of ARRA funding for education. The IDEA maintenance of effort
loophole should be closed before any future stimulus program or other major federal
initiative that involves substantial increases in IDEA funding take effect.

2. In order to provide mandates and incentives for states to improve both the adequacy
and the equity of their education finance systems, future federal stimulus or Race to
the Top rounds or future authorizations of the Elementary and Secondary Education
Act and other federal funding statutes should:
a. Require each state to articulate its concept of a “sound basic education” and (i)
to demonstrate that its current education finance system provides all students
a meaningful opportunity to obtain a “sound basic education” or (ii) set out
the steps they intend to take, with the assistance of federal funding, to ensure
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that their education finance system makes significant progress toward
providing all students a meaningful opportunity to obtain such an education.
b. Require every state to submit at least every three years a cost analysis that
provides reasonable estimates of the amount of funds needed to provide all
students a meaningful opportunity to obtain a “sound basic education.”
c. Set forth specific indicators for assessing the extent to which state education
systems are providing all students a sound basic education by ensuring the
equitable distribution of sufficient educational resources, including, but not
limited to, effective teachers, principals, and other personnel.
d. Require states to demonstrate the extent to which their current education
finance system allocates available funding in an equitable manner between
and within local school districts as demonstrated by the relationship between
district funding and local property wealth and/or income wealth. To the
extent that inequities exist, states should specify the steps they will take, with
the assistance of federal funding, to reduce differences in the range of perpupil spending among school districts and among schools within the district.
e. Require states to submit transparent, comprehensible periodic reports that
demonstrate through clear and consistent criteria the progress they are
making toward meeting the above adequacy and equity goals.
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V. APPENDICES
Appendix A. Methodology and Document Analysis and Interview Protocol
The methodology that we used for this study was a qualitative “caselet” approach.
Our aim was to gather a range of relevant, balanced information that would allow us to
obtain a basic understanding of the impact of the ARRA educational funds on
educational equity in each state that we studied, to identify important trends, and to
guide our preparation of the issues and presentations for the February symposium.
We chose our initial sample of states based on geography, size, demography, and
known “equity factors” (i.e. history of a successful lawsuit, recent legislative reforms,
etc.). For each state that we surveyed, we reviewed the following types of documents:
applications and reports filed with USDOE for the education stabilization funds, Title I,
and IDEA ARRA funds; relevant budget documents from state government websites or
obtained from our interviewees; media reports; analytic reports prepared by universitybased researchers and/or not for profit groups; and websites of such researchers and
groups. In addition, we attempted to conduct telephone interviews in each state with at
least one person in each of the following categories: an advocate, a government official,
and either a policy analyst or school administrator.
We applied a standard research protocol (see below) to the documentary and
interview data that we obtained in each state, but the protocol was applied flexibly to
the facts and issues in each state as they emerged in our analysis. In other words, we did
not treat this protocol as a fixed survey instrument to be filled out by each respondent.
Rather, it served as a guide for our researchers to use in analyzing the documents we
accumulated in each file and for conducting conversations with each respondent
I.

Basic State Operating Aid and the Use of Education Stabilization Funds
A. Before taking into account the federal stimulus money, was there a reduction in
spending by the state for K-12 education in the school year 2009/10 operating
budget, compared with school year 2008/9? If so,
1. Was education cut proportionately more, less or the same as other state
programs? If more or less, what was the extent of the disparity?
2. Did the stimulus money fully cover the reduction in state funding for K-12
education? If not, how much was the shortfall?
B. If any of the education stabilization funds were available in 2009/10 for purposes
other than covering reductions in basic state spending, how much money was
available for new programs and which programs were funded?
1. Specifically, to what extent were education stabilization funds used to fund
new program initiatives in USDOE’s 4 major reform areas (improving teacher
effectiveness, improved standards, enhanced data systems, turning around
low-performing schools)?
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2. How are any such programs or projects dealing with the “face the cliff’
problem?
C. Will any of the education stabilization funds remain available for the 2010 school
year or thereafter? If so, how much will be available and what are the current
plans for using these funds?
D. Has the state implemented any modifications to its statewide funding formulae
and/or in its 2009/10 K-12 operating budget that disproportionately benefit low
income and minority students? If so, describe those modifications.
E. Has the state implemented any modifications to its statewide funding formulae
and/or in its 2009/10 K-12 operating budget that disproportionately negatively
affect low income and minority students? If so, describe those modifications.
F. Does the state have a “rainy day” or fiscal stabilization fund? If so, to what extent
was it used to provide funds for the 2009/10 state operating budget? To what
extent was it used specifically to provide funds for K-12 educational operations
in the 2009/10 budget? Focusing on local funds raised from property taxes and
other non-statewide sources, has there been a reduction in the local revenues
available to school districts for the 2009/2010 school year? If so,
1. Can you quantify approximately how much the local revenues have
declined?
2. Has the reduction been proportionately higher in high needs districts?
II. Title I ARRA Funds
A. Has the State Education Agency issued any guidelines or programmatic
directives on how the increased Title I ARRA funds should be spent?
B. How have the Title I ARRA funds been used? To what extent and how
successfully have school districts implemented program initiatives
recommended by the USDOE such as:
1. Providing incentives or rewards to attract effective principals and teachers to
Title I schools
2. Mentoring programs to attract and retain effective teachers in Title I schools
3. Professional development
4. Improving the school climate
5. Increased funding for low performing schools
6. Implementing a community school model
7. Supporting a pre-school program for eligible children
8. Supporting an extended learning time program
9. Comprehensive school wide initiatives.
C. To what extent have the increased Title I ARRA funds received for 2009/10 been
spent on other programs? (Specify the program types.)
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D. How are the programs and projects identified above dealing with the “face the
cliff’ problem?
III. IDEA ARRA Funds
A. Has the State Education Agency issued any guidelines or programmatic
directives on how the increased IDEA ARRA funds should be spent?
B. Has the state allowed school districts to reduce their local funding for special
education pursuant to 20 U.S.C sec. 6.17 because of the availability of IDEA
ARRA funds? If so, what percentage of the IDEA ARRA funds has been used for
this purpose?
C. How have the IDEA ARRA funds been used? To what extent and how
successfully have school districts implemented program initiatives
recommended by the USDOE such as:
1.
2.
3.
4.
5.
6.
7.

Training personnel in shortage areas
Promoting dual certification
Structured mentoring
Instructional technology (acquisition and staff training)
Assistive technology (acquisition and staff training)
Comprehensive school wide-efforts
Data systems (including web-based IEPs)

D. To what extent have the increased IDEA ARRA funds received for 2009/10 been
spent on other programs? (Specify the program types)
E. How are the programs and projects identified above dealing with the “face the
cliff’ problem?
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Appendix B. State Reserve Fund Characteristics, Activity and Sources
1

2

3

4

Deposit /Withdrawal
Constraints
Alabama
Two separate funds:
PPA fully depleted of
PPA:
(http://ballotpedia.org/
$440 million to cover 2008 Deposit: Automatic
wiki/index.php/Alabam Proration Prevention
appropriation of $21 million
a_Rainy_Day_Amendme Account (PPA) --savings
in first year after depletion.
nt_1_(2008))
account fully dedicated to
$8 million thereafter. Waiver
Education Trust Fund
possible via emergency
resolution. Cap = $75 million
Rainy Day Account
(RDA) --credit line from
Withdrawal: Declaration by
AL Trust Fund, fully
governor or declaration of
dedicated to Education
emergency by legislature
Trust Fund
with 2/3 vote
State (Source)

Fund Name and Type

Recent Fund Activity

RDA: All loans must be
restored within 5 years.
Arizona
Budget Stabilization
(http://ebr.eller.arizona.e Fund--savings account
du/Arizona_fiscal_issues
/arizona_budget_stabiliz
ation_fund.asp)

Bulk depleted to cover
2008

Deposit: 7% General Fund
revenue per year; fully
formula-driven
Withdrawal: When GF
revenue growth is below
both trend line and 2%

Colorado
Statutory Reserve Fund-- Cut to 0% for FY 2009;
(www.adams.edu/vsb/st short-term cash flow
partially restored to 2%
ate-outline-letter.pdf;
reserve
for FY 2010
phone interview with
Alexis Senger, budget
analyst, Governor’s Office
of State Planning and
Budgeting)

Deposit: Required by CRS 2475-201.1 to be replenished
annually to maintain
constant percentage of total
annual appropriations

Connecticut
Budget Reserve Fund-(http://articles.baltimore savings account
sun.com/2009-1019/news/0910180055_1_r
ainy-day-fund-bondrating-mental-hospital/2)

Depleted $1.4 billion for
FY 2010

Deposit: Automatic year-end
surplus up to 5% net General
Fund appropriations

Georgia
Revenue Shortfall
(www.gbpi.org/docume Reserve (RSR)
nts/20100211.pdf;
www.gbpi.org/documen
ts/20070619.pdf

From FY 2007 to FY 2009, Deposit: Year-end surplus;
RSR decreased from $1.5 min: 4% net revenue; cap:
billion to $103 million
10%

Withdrawal: When annual
revenues fall below
projections

Withdrawal: Automatic to
cover budget deficit

Withdrawal: By appropriation
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1

2

3

State (Source)

Fund Name and Type

Recent Fund Activity

Kansas
(Phone interview with
Phil Stevenson, chief of
staff, Office of KS State
Treasurer.)

Budget Stabilization
Fund--unregulated
surplus funded by onetime windfall

$1 billion surplus
depleted in FY 2007

Kentucky
Budget Reserve Trust
(www.kyyouth.org/docu Fund
ments/10pub_BudgetSho
rtfall.pdf)

Depleted for FY 2009

Massachusetts
Commonwealth
(www.mass.gov/bb/h1/f Stabilization Fund
y11h1/bal_11/hfundbal7.
htm)

From FY 2008 to 2009 to
2010 to 2011: $2.12 billion
to $841 million to $617
million to $450 million
(last two projected)

4
Deposit /Withdrawal
Constraints
N/A

Deposit: By appropriation
Withdrawal: By governor’s
recommendation
Deposit: 60% year-end
surplus (remaining after
some transfer to general
revenue); cap = 5% year
revenues
Withdrawal: By appropriation

Maryland
Revenue Stabilization
(www.dbm.maryland.go Account
v/agencies/operbudget/
Documents/2010/Propos
edOperatingBudget2010/
pubdebt.pdf)

From FY 2008 to 2009 to
2010: $685 million to $693
million to $687 million
(last two estimated)

Deposit: Governor must
appropriate lesser of $50
million or that which yields
5% of estimated GF year-end
revenues
Withdrawal: Legislative act

Minnesota
Budget and Economic
(www.house.leg.state.mn. Stabilization Fund
us/fiscal/files/09budsu
m.pdf)

For FY 2008/2009, $65
million used; for FY
2010/2011, no reserve
funds appropriated

Deposit: By surplus until
fund reaches 5% of total
biennial GF appropriations
Withdrawal: Authorized
transfer when deficits or
unprojected revenue
declines occur

New Hampshire
Revenue Stabilization
(www.nhgop.org/news/ Reserve
detail/142)

1/5/10: Comptroller
requested “the transfer of
$79,733,929 from the
Revenue Stabilization
Reserve Account (Rainy
Day Fund) to the General
Fund … to eliminate the
General Fund operating
deficit”
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Deposit: Surplus transfer up
to 5% actual GF unrestricted
revenues for most recently
completed fiscal year
Withdrawal: Authorized
transfer when a deficit and
an unprojected revenue
decline occur

1

2

3

State (Source)

Fund Name and Type

Recent Fund Activity

4
Deposit /Withdrawal
Constraints
Deposit: Authorized transfer
40% revenue exceeding 10%
GF appropriations (fund
balance)

Nevada
Fund to Stabilize
(www.leg.state.nv.us/lcb Operation of State
/fiscal/Fiscal%20Report/ Government
2009/Section%20II_Gener
al%20Fund%20Projected
%20Fund%20Balance.pdf)

Bulk of fund was
depleted at close of FY
2007/2008 biennium:
$267 million was
transferred, leaving
$632,516 for FY
2009/2010

New Jersey
Surplus Revenue Fund
(www.state.nj.us/treasur
y/omb/publications/09v
eto/pdf/Rev_cert.pdf;
www.nj.com/news/inde
x.ssf/2009/05/nj_budget
_woes_requires_450m_r.h
tml)

$214.8 million transferred
on July 1, 2008, leaving
$483.2 million; $450
million transferred at
close of FY 2009, leaving
$33.2 million

New York
Tax Stabilization Fund
(www.osc.state.ny.us/loc
algov/schoolsfa/sda09.p
df)

2/10: State comptroller Deposit: Surplus transfer up
found $615 - $880 million to 0.2% aggregate GF
in LEA surplus funds
disbursements; capped at 2%
GF disbursements for fiscal
year

Withdrawal: Authorized
appropriation when biennial
revenues fall short of
projections by 5% and fiscal
emergency is declared
Deposit: 50% GF revenues in
excess of governor
projections; cap = 5%
anticipated revenues
Withdrawal: Appropriation
when revenues fall short of
projections and tax increase
less prudent and governor
declares emergency

Withdrawal: Credit transfer
when revenues fall short of
projections. All transfers
must be paid back within 6
years in 3 equal payments
Ohio
Budget Stabilization Fund 1/30/09: Governor
(http://blog.cleveland.co
depleted $1 billion for FY
m/openers/2009/01/stri
2010/2011 biennium
ckland_to_drain_rainyda
y_f.html;
www.stateline.org/live/
details/story?contentId=4
62179)
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Deposit: Authorized transfer;
cap = 4% GF revenues from
prior FY
Withdrawal: Appropriation

1

2

3

4

Deposit /Withdrawal
Constraints
Pennsylvania
Tax Stabilization Reserve Legislature depleted $755 Deposit: Appropriation; cap =
(www.scribd.com/doc/2 Fund
million to balance FY
3% GF revenue estimates
6610140/The-PA-FY2010 budget (Act 50).
2010-2011-General-FundWithdrawal: 2/3 vote
Budget-Proposal;
appropriation when
www.stateline.org/live/
revenues fall short of
details/story?contentId=4
projections or governor
62179)
declares emergency
State (Source)

Fund Name and Type

Recent Fund Activity

South Dakota
Budget Reserve Fund
(www.state.sd.us/bfm/b
udget/revisedrec10/Com
bined%20pages.pdf;
http:/legis.state.sd.us/fis
cal/revenuereports/Trust
_Fund_Balances_4th_Qtr
_FY09_May_31_2009.pdf;
http://www.ktiv.com/Gl
obal/story.asp?S=119100
42)

FY 2007: $317,535
Deposit: Automatic surplus
transferred; FY 2008:
transfer; cap = 5% GF
$247,214 transferred; FY appropriations for prior FY
2009: $0 transferred; FY
2010: $0 transferred. As of Withdrawal: Appropriation
5/31/09, fund held
$43,398,446

Texas
Economic Stabilization
(Phone interview with
Fund—established by
Lynn Moak, Moak, Casey state constitution
& Associates;
www.stateline.org/live/
details/story?contentId=4
62179;
www.politifact.com/texa
s/statements/2010/feb/1
2/rick-perry/perry-saystexas-has-surplus/)

As of 2/9/10, fund held
$7.6 billion; governor
protected fund for FY
2010

Deposit: Automatic transfer
of 50% biennial surplus; cap
= 10% GF deposits
Withdrawal: Appropriation
by 3/5 vote when both
deficit occurs and revenue
declines--or by 2/3 vote for
any purpose

Vermont
Budget Stabilization Trust As of 2/24/09: At close of Deposit: Automatic surplus
(www.vermonttreasurer. Fund
FY 2008, fund held $57.8 transfer; cap = 5% GF
gov/sites/treasurer/files
million, meeting statute. appropriations for prior FY
/pdf/bonds/Moodys200
Expected to maintain
9.pdf)
through FY 2009. No
Withdrawal: By commissioner
withdrawal proposed by of finance & management in
governor for FY 2010
order to offset deficit
Washington
Budget Stabilization
(www.ofm.wa.gov/budg Account
et10/highlights/highlight
s.pdf)

Governor’s 2010
supplemental budget
proposed depletion of
$228.6 million fund
(12/2009)

Deposit: Appropriation by
statutory formula
Withdrawal: Appropriation
with 3/5 vote

Additional Source: National Conference of State Legislatures, Rainy Day Funds, Appendix A: State Budget
Stabilization Funds, Reviewed March 2004, http://www.ncsl.org/?TabID=12652.
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Appendix C. Survey Respondents
State

Last Name

First Name

Affiliation

AL

Jackson

Ronald

Executive Director, Citizens for Better Schools

AL

Novak

Caroline

President, A+ Education Partnership

AL

Stone

Deanne

AZ

Chapman

Colette

AZ

Moulton

MaryLee

Co-Founder, Arizona Education Network

AZ

Phillips

Karla

Education Policy Advisor, Governor Jan Brewer

AZ

Valdivia

Richard

Deputy Associate Superintendent, AZ Department
of Education, Division of Academic Achievement

CO

Gebhardt

Kathleen

Attorney; Founder, Children's Voices

CO

Myers

John

Owner, JL Myers Group

CO

Senger

Alexis

CT

Croce

Eugene

CT

Cunnane

Brian

CT

Lecker

Wendy

CT

Martin

David

CT

Padernacht

Marlene

DC

Cortiella

Candace

Director, Advocacy Institute

GA

Cardoza

Matt

Director, Communications, GA Department of
Education

GA

Huntley

Lynn

President, Southern Education Foundation

GA

Martin

Joseph

KS

Dennis

Dale

KS

Peter

Veryl

KS

Robb

John

Attorney, Somers, Robb & Robb

KS
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Phil

Chief of Staff, Office of KS State Treasurer

KY

Desai

Hiren

KY
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Director, Federal Programs, AL State Department
of Education
Deputy Associate Superintendent, AZ Department
of Education, Exceptional Student Services

Budget Analyst, Governor's Office of State
Planning
Bureau of Grants Management, CT Department of
Education
IDEA Funds Manager, CT Department of
Education
Attorney; Co-President, Parent Teacher Council,
Stamford, CT
Mayoral Candidate, Stamford; President, Board of
Representatives, CT District 19.
Title I Coordinator, ESEA, CT State Department of
Education

Executive Director, Consortium for Adequate
School Funding in Georgia
Deputy Commissioner, KS Department of
Education
ARRA Officer, School Finance Team, KS
Department of Education

Associate Commissioner/Internal Administration
and Support, KY Department of Education
Chief Financial Officer/Treasurer, Jefferson County
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Branch Manager, Division of Budgets, Federal
Budget Management Branch, KY Department of
Education
DCPS Title I Consultant, Daviess County Public
Schools
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KY
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KY
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Independent Consultant in KY Education Issues
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Association
Fiscal Policy Analyst, Executive Office of
Administration and Finance, Commonwealth of
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Administrator,
Grants
Management,
MA
Department of Education
Education,

MA

Associate
Commissioner,
Elementary
and
Secondary Education, MA Department of
Education
Director, Program Improvement and Family
Support Branch, MD State Department of
Education
Director, Title I Program, Montgomery County
Public Schools
Attorney, ACLU of Maryland
Budget Director, Administrative Services, MN
Department of Education
Professor Emeritus of Policy & Administration,
Univ. of MN
Education Finance Specialist, MN Department of
Children, Families and Learning
Systems Development Specialist, Bureau of
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NH
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NH
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State Director, Title I, NH Department of Education
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District
Program Specialist, Funding, Special Education,
NH Department of Education
Attorney, Bernstein, Shur, Sawyer & Nelson, PA
Planning Associate, Office of Finance, NJ
Department of Education
Director, Office of Research and Evaluation, NJ
Department of Education
Executive Director, Education Law Center
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District
Policy
Officer,
Andre
Agassi
Charitable
Foundation

Chief Operating Officer, NYC Department of
Education
Deputy Chief Operating Officer, NYC Department
of Education

Policy Analyst, Driscoll & Fleeter; Consultant,
Education Tax Policy Institute
Federal Legislative Liason, OH Department of
Education
Center for School Options and Finance, OH
Department of Education
State Representative, OH House District 92
Executive Director, Ohio Equity & Adequacy
Coalition
Minister for Public Education and Witness, United
Church of Christ Justice & Witness Ministry
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Executive Director, PA Association of School
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PA
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Attorney, Education Law Center
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Education
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TX

De Luna Castro

Eva
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Office of Superintendent of Public Instruction
Director, Title I/LAP, WA Office of Superintendent
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Program Supervisor, Title I/LAP, WA Office of
Superintendent of Public Instruction

48

