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Initiative 2001 Status

Competitive Sourcing—DoD’s inventory of commercial activities represents more than
half of the government-wide potential. DoD’s competitive-sourcing program has been
historically active compared to other federal agencies, but has declined in recent years.
Since the President’s Management Agenda ultimately calls for competing 50 percent of the
inventory, DoD’s role in this initiative is important to its overall success. DoD could compete
such commercial services as laundry, food, grounds-keeping, transportation, and libraries.
Dedicating soldiers to these activities detracts from DoD’s war fighting competency.

At this time, the Services and Defense Agencies are projecting actual competitions below
levels projected for 2001. DoD needs to compete 15 percent of its commercial inventory in
2003, as required by the President’s Management Agenda. DoD should work to improve the
current rate of competitions to meet the President’s goal.

•

Financial Management—With over 600 systems providing financial data, DoD has several
serious failings in financial management:

• it is not substantially compliant with federal financial management standards;

• it cannot provide a clean assurance statement about its internal controls; and

• it has consistently received a disclaimer by its auditors on its financial statements.

The DoD Inspector General and the GAO have issued a series of reports critical of DoD’s
financial management. For example, a recent GAO report criticized DoD’s excessive use of
funds in “canceled accounts” to pay contractor bills.

Until adequate progress is made at DoD, the financial statements of the entire government will
not receive an opinion from GAO.

DoD has launched a major initiative to improve business and financial processes and systems.
The Department is working closely with OMB to develop an enterprise architecture and
systems that will support efficient operations, and provide accurate, timely, and useful financial
information. This will take a number of years, but the Department has documented a clear
commitment to improvement and is moving forward.

•
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Initiative 2001 Status

E-Government—For its information technology programs, DoD fails to comply fully with the
Clinger-Cohen Act, the key statute that establishes standards for federal information systems.

• Clinger-Cohen Act—Enterprise Architecture: DoD must strengthen its capital
planning and investment control processes and integrate it with the Program Planning
and Budget System (PPBS). The current DoD Enterprise Architecture (EA), the
Global Information Grid (GIG), is an important first step to building a comprehensive
EA and data layers. There is no clear link between information technology (IT) and
performance of core mission.

• Clinger-Cohen Act—Reporting Requirements: Clinger-Cohen and DoD regulations
require DoD to justify major IT investments. DoD has begun to implement this
requirement and complete the necessary analysis. However, DoD has failed to submit
business cases for a number of its major IT investments. In addition, many of the cases
that were submitted require improvement to meet Clinger-Cohen standards.

•

Budget/Performance Integration—DoD has two major systems for budget and performance
that will provide Spring 2002 reports:

• Program, Planning and Budget System (PPBS)

• Government Performance Results Act (GPRA).

However, these systems are not linked in any meaningful way. DoD does not completely factor
in performance information when making budget decisions and is unable to correlate its budget
request with GPRA goals and performance plans.

DoD has taken some initial steps toward integration. The 2003 Budget includes additional
performance information linked to budgetary resources. DoD is also implementing the
Administration’s plan to accrue the cost of health benefits for retirees and dependents over
65. Finally, DoD is working on a plan to implement the Administration’s proposed budget
integration legislation.

•
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Department of Defense
(In millions of dollars)

Estimate2001
Actual 2002 2003

Spending:
Discretionary budget authority:

Military Personnel..................................................................... 76,889 81,970 94,242
Operation and Maintenance ................................................... 113,886 126,145 140,232
Procurement ............................................................................. 61,672 61,117 68,709
Research, Development, Test, and Evaluation .................... 41,735 48,554 53,857
Military Construction ................................................................ 5,457 6,484 4,767
Family Housing ......................................................................... 3,685 4,053 4,219
Revolving Funds/Other............................................................ 2,234 2,515 3,255

Subtotal, Discretionary budget authority adjusted 1 ................. 305,558 330,838 369,281
Remove contingent adjustments............................................ −2,979 −3,150 −3,302

Total, Discretionary budget authority ......................................... 302,579 327,688 365,979

Emergency Response Fund, Budgetary resources ................. 4,284 13,168 10,000

Mandatory Outlays:
Military Personnel..................................................................... — 26 52
Operation and Maintenance/Health....................................... — — −1,099
Revolving, Trust and Other DoD Mandatory ........................ 581 328 565
Offsetting Receipts................................................................... −1,369 −1,572 −903

Total, Mandatory outlays .............................................................. −788 −1,218 −1,385

1 Adjusted to include the full share of accruing employee pensions and annuitants health benefits.
For more information, see Chapter 14, "Preview Report," in Analytical Perspectives.
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The President’s Proposal:

• Increases Title I Grants to local educational agencies to help students in
high-poverty schools meet tough new accountability requirements for improved
performance in reading and math;

• Boosts funding for Reading First to help ensure that all children can read by the
end of the third grade;

• Enhances teacher recruitment and retention through Teacher Quality State Grants
and supports new teacher training initiatives to address reform in professional
development;

• Reforms the process for collecting information from states on federal elementary
and secondary education programs to reduce administrative burden and improve
accountability for results;

• Increases Special Education Grants to States to help states and localities meet
the special needs of students with disabilities;

• Creates a new Vocational Rehabilitation incentive grant to strengthen incentives
for states to improve their performance in helping individuals with disabilities obtain
competitive employment; and

• Increases research funding to support important new programs, focuses on
scientifically based research, and lays the foundation for a significant overhaul of
the office that conducts education research, statistics, and assessment activities.

Department of Education

Rod Paige, Secretary

www.ed.gov 800–USA–LEARN

Number of Employees: 4,710

2002 Spending: $47.6 billion

Field Offices: 10 regional and 11 field offices.

The Department of Education seeks
to ensure equal access to education and
promote educational excellence for all
students throughout the nation. It promotes
educational excellence and access in
elementary and secondary education by
providing formula and competitive grants
to states and local educational agencies in
areas of national priority. Through its student
financial assistance and higher education
programs, the Department helps ensure that
postsecondary education is affordable and

attainable for all students. The Department of Education conducts research and disseminates
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information on the best educational practices, and produces statistics on the condition of education
in the United States.

Status Report on Select Programs

President Bush and I are especially concerned about the persistent gaps in achievement between poor and
minority students and their more advantaged peers. … Simply spending more money in the same way is not
the answer. We need to do things differently, to adopt a culture of achievement in our schools and school
systems, and to demand results for our growing investment in education.

Secretary Paige
April 2001

Education funding has skyrocketed over the last decade. Since 1997, appropriations for
Department of Education programs have increased an average of 13 percent per year, despite an
almost total absence of evidence that the programs were effective. The Department has almost
no programs with evaluations reflecting overall positive performance, and very few of its nearly
200 separate grant programs have objective data to gauge their effectiveness. In most cases, the
approach to funding education has been funding for its own sake, rather than funding based on
results benefiting students. The President and Secretary Paige are committed to stopping the cycle
of funding decisions based on wishes rather than on performance information, and to ensuring that
taxpayer dollars are directed to the activities known to be effective in improving student outcomes.

Program performance was a key consideration in developing this year’s Department of Education
budget. The budget redirects resources away from education programs that evaluations have found
to be ineffective. The President proposes to terminate 35 programs entirely, thus freeing up nearly $1
billion for high-priority activities more likely to yield positive and measurable results. Major reforms
are underway for two other activities that have historically fallen short in meeting their objectives:
Title I and Education Research. Increases are proposed for these high-priority activities because
reforms in these areas show promise for a positive impact in education. Increases also are sought
for programs that have been effective and support high priorities: Vocational Rehabilitation, Special
Education Grants to States, Pell Grants, and Statistics.

The Administration is reviewing programs throughout the federal government to identify strong
and weak performers. The budget seeks to redirect funds from lower-performing programs to
higher-performing or more-effective programs.
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Program Assessment Explanation

Statistics and
Assessment

Effective National Center for Education Statistics releases numerous paper,
electronic, and web-based statistical products that have a reputation
for high quality.

TRIO Student
Support Services

Effective Evaluation of the Student Support Services program showed that
it had a large impact on four-year college graduation rates and a
small but significant impact on students’ grades, credits earned, and
retention in higher education.

Title I Grants to Local
Education Agencies

Ineffective Despite an investment of billions of dollars, reading scores among
disadvantaged students on national tests have remained stagnant.
Dramatic changes enacted this year focus on accountability and
parental choice reforms designed to significantly improve program
performance.

TRIO Upward Bound Ineffective Evaluation of Upward Bound found that the program had no overall
impact on participants’ grades, credits earned, high school graduation
rates, or college enrollment rates.

Safe and Drug-Free
Schools—State
Grants

Ineffective The program cannot be associated with a demonstrable change in the
incidence of youth violence or drug-abuse. A recent RAND study
questioned the program’s effectiveness and stressed that its future
hinges on the ability to demonstrate results.

Even Start Ineffective National and local evaluations have shown no conclusive evidence
that this program is improving outcomes for children or adults.

Research and
Dissemination

Ineffective Past investments have not yielded consistent research quality;
however, the Administration plans significant structural and
grantmaking reforms.

GEAR UP Unknown Though this program’s evaluation is not complete, the program was
modeled on local projects that have been successful in increasing
academic achievement and college-going rates among participating
students.
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Elementary and Secondary Education
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Education Spending Soars
While Reading Scores Stay Static

When the President introduced his reforms
for elementary and secondary education last
February, he pledged to leave no child behind.
Far too many of our students are being left
behind; national reading tests show nearly
70 percent of inner-city fourth graders cannot
read at a basic level. The accompanying chart
shows that dramatic increases in education
spending in recent years have not improved
students’ reading ability. At the federal
level, Congress has, over the years, created
hundreds of programs supporting education
without asking whether the programs produce
results or knowing their impact on local needs.
Having spent hundreds of billions over the
past two decades, the nation has fallen short
in meeting our goal of educational excellence.

Do accountability reforms work? The facts
speak for themselves. Texas and North Carolina
pioneered a number of education accountability
reforms and, as a result, posted significant and
sustained achievement gains. A 1999 report
showed that these gains were NOT due to
increased per pupil funding, reductions in class
sizes, or having more teachers with advanced
degrees or more years of experience. Instead,
their key reform policies read like a blueprint
for the revised ESEA: annual assessments
in grades three through eight, rewards for
success and sanctions for failure, flexibility to
allocate resources to best meet local needs,
and computerized systems for gathering and
analyzing student achievement data.

The result? These two states made greater gains
in reading and math on national tests between
1992 and 1996 than any other states.

Clearly change is needed. Early last year,
the President proposed an ambitious reform
agenda supporting accountability for results,
enhanced parental choice, and increased
local flexibility. Based on the President’s
proposal, Congress recently passed and the
President signed revisions to the Elementary
and Secondary Education Act (ESEA), the
No Child Left Behind Act. First passed in
1965, ESEA spells out the federal role in
K-12 education. It has traditionally directed
additional resources to needy communities
and supported some innovations. It will now
help ensure that disadvantaged children
receive the same educational opportunities as
all children.

While most of the President’s objectives
were met in the new Act, some were not.
Congress has continued about two dozen
programs that the Administration sought to
eliminate because they were narrowly focused
or ineffective, and added a half dozen more
programs that the Administration did not

think were necessary. These restrictive, special interest-driven programs could drain away nearly
$1 billion from more effective or flexible programs.
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Accomplishments of the President’s No Child Left Behind Act

Signed into law in January 2002, the No Child Left Behind Act is a major accomplishment of the Bush
Administration. The new Act will help make schools more effective by:

Strengthening
Accountability

In the past, schools could fail to improve student achievement for years. Now:

• For the first time, by 2005 states will test all students in reading and math in grades
three through eight every year so that parents, teachers, and communities will
know whether students are learning.

• Annual state and local report cards will show test results, including results for major
subgroups of students, so that schools and districts will have a strong incentive to
use funds effectively.

• Schools that receive Title I funds, which are targeted to high-poverty communities,
must show academic progress each year, both for students overall and for each
student group, to ensure that all groups of students are proficient in reading and
math within 12 years.

• Failing schools that receive Title I funds will face consequences so that they can no
longer ignore poor performance.

• Consequences could ultimately include replacing school staff or reopening as
a charter school.

• Schools that exceed their student achievement goals will be rewarded.

Enhancing
Parental
Choice

In the past, students in failing schools were trapped, with no real alternatives for a better
education. Now:

• Students in low-performing schools can transfer to better public schools, with
transportation provided by the school district.

• If a school that receives Title I funds does not improve for three consecutive years,
parents can use federal funds for outside educational assistance from a public
or private tutor of their choice.

• The 21st Century Community Learning Centers after-school program will
permit a wider variety of providers, including faith-based and community-based
organizations, to give parents more choices.

2003



108 DEPARTMENT OF EDUCATION

Increasing
State And Local
Flexibility

In the past, states and districts had to adopt reforms dictated from the federal level in
order to receive certain funds. Now:

• Many narrow, categorical programs have been consolidated into state-run grants
for bilingual education, teacher training, educational technology, and education
innovation, thereby freeing states and districts from restrictive federal requirements.

• For the first time, states and school districts will have the flexibility to move funds
from one federal program to another, so they can allocate resources to best meet
local needs.

Focusing on
What Works

In the past, funds have been spent on programs that are ineffective or for which there is
little or no evidence of effectiveness. Now:

• Program performance is a top priority, and the effectiveness of academic programs
will be measured by student achievement data.

• The President’s literacy initiative, Reading First, will support only reading practices
that have been proven to be effective, so that all children can read at grade level by
the end of third grade.

Funding for Major Programs

The following programs will provide critical resources to states and localities to implement
education reform.

Title I Grants to Local Educational Agencies. The budget requests $11.4 billion for Title I
to help raise student achievement in the nation’s most impoverished communities. At this level,
funding will have increased 85 percent since 1993. Historically, Title I has done little to raise
student achievement as measured by test scores of low-income students. For instance, reading
scores of at-risk students have remained flat over this period. However, in light of this year’s
legislative reforms, the program now holds promise for improving performance by the schools and
for the students who face the most challenges.

Reading First. Reading is the foundation skill for all other learning. The President’s goal is to
ensure that all students can read at grade level by the end of third grade. The Reading First program,
initiated through the No Child Left Behind Act, will provide funds to states to support only the most
proven reading practices. The budget provides $1 billion for this program, a $100 million increase
over 2002. The budget also includes $75 million for Early Reading First, the same level as 2002, to
develop model programs to help children in high-poverty communities prepare for school.

Assessments. The budget proposes $387 million for the second year of federal support of states’
development of annual reading and math assessments for grades 3 through 8. These assessments
will be used to monitor schools’ yearly progress under the new requirements of the No Child Left
Behind Act.

English Language Acquisition. The budget proposes $665 million for this redesigned program
that provides performance-based grants to states to educate students with limited English skills.
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Under the new law, students served by this program must also show adequate yearly progress, thus
giving states a strong incentive to improve student performance on annual assessments.

Despite generally flat performance in the
last decade, the federal role and the federal
investment in education expanded dramatically
during the 1990s. Put another way, most of
the federal funds expended for elementary and
secondary education were spent in the nineties,
after the progress had ended and scores had
stagnated. That is meaningful information for
policymakers at the national level.

Secretary Paige
May 2001

21st Century Community Learning
Centers. This program supports before- and
after-school projects that extend learning
time and offer enriching activities such as art,
music, and recreation. Early reports indicate
that 21st Century Community Learning
Centers opens access to after-school programs,
improves student behavior, and possibly
boosts achievement. The budget retains this
large program at the 2002 level of $1 billion.

Choice Demonstration Fund. Choice
is a primary component of the President’s
elementary and secondary education reforms.
The Choice Demonstration Fund will award
$50 million to fund school choice research and
demonstration in order to study the effects of expanded educational options for low-income parents,
including opportunities to send their children to private schools.

Teacher Programs. The budget proposes $2.9 billion for the Teacher Quality State Grants
program to recruit, train and retain qualified teachers. This funding should assist states in ensuring
that all new teachers in schools receiving Title I funds are highly qualified as required by the new
ESEA. In addition, the budget proposes $15 million for new teacher quality initiatives to address
reform in teacher professional development and $50 million for competitive grants to school districts
for activities that promote the teaching of traditional American history.

Safe and Drug Free Schools. The Safe and Drug Free Schools and Communities (SDFSC)
program was created in response to increases in youth violence and drug use, but has been ineffective
in fighting these problems, in part because SDFSC funds are spread thinly across many schools
and because the program lacks incentives for schools to institute high-quality projects. Although
the budget maintains a commitment to the program and its purpose, future budgets will weigh its
effectiveness before funding recommendations are made. Over the next year, every effort will be
made to determine if this program is effective.

Even Start. The budget reverses the growth of this well-intentioned program that has failed to
produce results. Even Start funds family literacy services. Unfortunately, two national evaluations
and a multitude of local appraisals have not shown conclusively that this program has had a positive
impact. The budget therefore provides enough funds to continue supporting current Even Start
grantees but does not expand the program to fund new projects. These funds are shifted to support
programs expected to improve reading achievement, such as Title I and Reading First.
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Improving Programs Through the Smart Use of Data

Data management reform will significantly reduce the local,

state, and federal paperwork swamping this employee.

As a companion to the President’s
elementary and secondary education reforms,
the budget includes a fundamental reform of
how the Department of Education and states
cooperate to collect and analyze data on school
performance. For the federal government
and states to hold schools accountable for
educational results, they must measure
student progress yearly.

The federal government’s old approach
of issuing and collecting voluminous reports
that had little utility for decision-makers or
the public will be replaced by a new system
that uses the latest technology to make
performance information readily available to
federal, state, and local decision-makers and
the public.

The new Performance-Based Data
Management Initiative will involve: 1) electronic collection of timely data on student achievement
and educational outcomes; 2) elimination of existing reporting burden that diverts state and local
school resources from their educational mission; and 3) analysis of data on educational results to
identify performance trends and inform management, budget, and policy decisions. The budget
includes $10 million to develop, in collaboration with states, the electronic data system.

An Expert’s Report on Reports

“The bottom line is…I don’t think it’s really used,” said
a state employee about a “massive” survey distributed
by the Department of Education on elementary and
secondary education programs. “Every state reports
the information differently,” added the employee, who
also explained that 14 full-time professional staff and
two temps worked for three weeks to complete the form.
“Our response [to the US Department of Education]
is an inch-and-a-half thick,” the civil servant stressed,
concluding that despite the survey’s comprehensiveness,
“The report just isn’t used.”

Special Education

Children with disabilities are
among those at greatest risk of being
left behind. The Individuals with
Disabilities Education Act (IDEA)
establishes the right of children with
disabilities to a free, appropriate public
education.

Through this legislation, which the
Congress passed in 1975, the federal
government plays an important role
in helping children with disabilities
meet high academic standards and
participate fully in American society.
The 2003 budget provides $8.5 billion
for the Special Education Grant to

States program, a $1 billion increase over 2002. The budget also provides $437 million for states to
identify and serve infants and toddlers with disabilities, a $20 million increase. In many cases, this
early intervention can reduce or even eliminate the need for special education as children grow up.
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Who Is in Special Education?

About six million school-aged children, roughly 10 percent of the total population, receive special
education. Many of these children have easy-to-identify disabilities, like mental retardation and blindness.
However, an increasing proportion of children in special education have disabilities that are more
subjectively determined and difficult to diagnose. About half of all special education children are diagnosed
as “learning disabled,” and Department of Education data suggest the number of children with Attention
Deficit/Hyperactivity Disorder has skyrocketed. These disabilities lack clear criteria for identification, and
are applied inconsistently across schools.

Many people are worried that some children are inappropriately referred to special education. For instance,
many children may be referred to special education not because of a real disability but because they were
never properly taught how to read. Also, Department data show that minority children are disproportionately
represented in special education. The President’s Commission on Excellence in Special Education will pay
particularly close attention to these issues and report its recommendations to the President.

While the President supports the principles embodied in the IDEA, the law needs reform. The
Administration plans to develop its reform proposal in the coming year. To support this effort, the
President has formed a Commission on Excellence in Special Education, which will report back to
the President this year.

Job Training Programs in the Department of Education

The 2003 Budget will launch a multi-year effort to reform job training programs across the federal
government, target resources to programs with documented effectiveness, and eliminate funding
for ineffective, duplicative, and overlapping programs (see the Department of Labor chapter). This
crosscutting reform includes three programs in the Department of Education whose primary mission
is to help individuals prepare for the labor market and lead productive lives.

Vocational Rehabilitation. State Vocational Rehabilitation (VR) agencies help individuals
with disabilities prepare for and obtain employment to the extent of their abilities. VR also supports
the President’s New Freedom Initiative to help people with disabilities lead independent lives.
People with disabilities are less likely to be employed than those without disabilities; one of VR’s
main purposes is to offer job training to help people with disabilities obtain competitive jobs. In
addition, persons with disabilities can more effectively participate in the integrated workforce with
the special accommodations and supports afforded to them through the VR program. State VR
agencies, for instance, also offer adaptive technologies to individuals with physical impairments and
other disabilities, as well as job coaches and personal assistants for those with the most significant
disabilities.

While nationwide state VR agency performance has improved in recent years, there is still wide
variation among states. As a result, VR is an area the Department will highlight in the President’s
initiative to tie budget decisions to program performance. As part of this initiative, the budget
proposes a new $30 million incentive grant which will be allocated to state VR agencies based on
their performance in helping individuals with disabilities obtain competitive jobs.
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Vocational and Adult Education. The Department of Education provides grants to states to
support programs that develop the academic, vocational, and technical skills of students in high
schools and community colleges. Vocational education is primarily a state and local responsibility.
Federal funds account for only about seven percent of total vocational education spending. The
Department also awards grants to states to help adults become literate, obtain a high school diploma
or its equivalent, and learn skills necessary for work and self-sufficiency. Research shows that there
is a strong relationship between education and earnings; adult education programs often provide the
foundation for further job training and workforce preparedness.

The federal laws that authorize vocational and adult education programs will expire at the end
of 2003. The 2003 Budget maintains funding at the 2002 level while the Administration examines
what reforms—including fundamental changes to the federal role in vocational education—may be
needed in these areas.

Postsecondary Education

The Administration’s strategy for postsecondary education is to focus resources on student aid
programs that help needy students pay for college, higher education programs that help students
prepare for postsecondary education, and institutional development programs that provide support
for colleges which serve low-income and minority students.

Pell Grants. Pell Grants help increase college enrollment rates among disadvantaged students.
In 1999, only 49 percent of high school graduates from the poorest families went to college, compared
to 76 percent of students from the wealthiest families. Research has shown that increases in grant
aid result in significant increases in enrollment, particularly for low-income students.

The 2002 appropriations bill created a serious fiscal problem for 2002 by underfunding the Pell
Grant program. The Congress mandated a Pell Grant maximum award of $4,000, but provided only
enough funding to pay for a maximum award of $3,600, creating a shortfall of nearly $1.3 billion.
To rectify this problem, the budget proposes to redirect resources from unrequested earmarks and
low-priority programs in 2002 to the Pell Grant program. The Administration will propose $10.9
billion for Pell in 2003 to help over four million students afford college.

Historically Black Colleges and Universities (HBCUs) and Hispanic-Serving
Institutions (HSIs). Federal resources help these institutions, which provide opportunity for
some of the most disadvantaged students in the nation, improve their educational programs. The
President has committed to increasing funding for HBCUs and for HSIs by 30 percent between
2001 and 2005. The budget proposes $213 million for HBCUs, $51 million for Historically Black
Graduate Institutions, and $89 million for Hispanic Serving Institutions to keep these institutions
on track to achieve the President’s goal.

TRIO and GEAR UP. These two programs, which help disadvantaged middle- and high-school
students prepare for college, share similar goals but use different approaches. As part of the
President’s initiative to tie budget and performance, the Administration will assess the programs’
effectiveness and develop strategies for 2004 to improve the performance of both and direct
resources to the most effective strategies. Funding for these programs in 2003 is held steady at the
2002 level pending the results of this review.

Teacher Loan Forgiveness. Under current law, teachers who work in high-poverty schools for
five years may have up to $5,000 of their federal student loans forgiven. The budget proposes to
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expand this program to allow the math, science, and special education teachers who qualify for this
program to have up to $17,500 of their student loans forgiven.

Student Loans. The guaranteed and direct student loan programs provide $50 billion in aid
each year to students and parents. The Administration is in the process of developing revisions
to the method of calculating the cost estimates for these programs. The new method, when fully
implemented, is expected to produce better cost estimates necessary for policy decisions and
program management. While the budget reflects amounts calculated using the existing method, the
Administration will complete work on a new estimation method for use in the Mid-Session Review
of the 2003 Budget. In the interim, the Administration will adopt Congressional Budget Office
estimates for purposes of the Budget Enforcement Act scoring of legislative proposals.

Educational Research

This year, the Administration will propose legislation to reform the Department’s research office,
the Office of Educational Research and Improvement. The budget includes a $53 million increase
for research activities to support important new programs and emphasizes scientifically based
research. A major focus will be placed on identifying the most effective strategies for improving
reading comprehension.

Improving Student Financial Aid Operations

Student Aid Fraud

Last March, the Department of Education’s
Inspector General uncovered a student aid fraud
ring in Chicago. Eight financial aid advisers and
18 parents were charged with fraud for obtaining
more than $2.6 million in undeserved grants
and loans by lying about family income on the
student aid application. As many as 600 people
are still under investigation. Many of the parents
continued to file accurate tax returns with IRS
even while they provided fake documents to
support their student aid applications.

Eliminating Fraud and Error in
Student Aid Programs. Through the
Department of Education, the federal
government supports approximately $60
billion in student financial aid annually.
Programs in that portfolio are vulnerable
to fraud and error because the Department
cannot verify students’ income effectively.
Students are awarded Pell Grants and loans
based on the financial resources they report
on their aid applications. The Education
Department currently verifies income
information on applications by asking 30
percent of applicants to provide copies of their,
and in the case of dependent students, their
parents’ tax returns to their schools’ financial
aid offices. Students easily can receive more funding than they are entitled to by changing their
returns or claiming they did not file. The President proposes a legislative change to allow IRS to
match the income reported on student aid applications with tax return data. An estimated $138
million would be saved in 2003.

Reducing Costs. Reducing administrative costs was one of the key purposes of 1998 legislation
that established a performance-based organization to administer student financial assistance
programs. Although the Department of Education has made some progress, weak accounting
practices and an overly complex budget structure have made it difficult for the Department’s
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management to measure progress in reducing costs. Furthermore, of the more than $900 million
provided annually for administrative funding, more than four-fifths has not been subject to annual
review in the congressional appropriations process.

Beginning with the 2003 Budget, accountability for these funds will be strengthened. Funding
from four sources will be consolidated into a single discretionary account for student aid
administrative costs. The account will be subject to annual appropriations by Congress. Annual
budget requests will be tied to unit cost targets for major business processes (e.g., application
processing, loan origination, loan servicing) and to annual estimates of participation in the various
loan and grant programs.

Strengthening Management

In April 2001, the Secretary of Education established a Management Improvement Team to
develop an agency plan for management excellence. The Department of Education faced particularly
significant challenges in financial management and student financial assistance programs, which
have kept the Department on the General Accounting Office’s list of high-risk programs since 1990.
The Secretary set two goals: earn a clean financial audit, and eliminate fraud and error in student
aid programs.

The Department of Education’s Blueprint for Management Excellence spelled out robust plans to
address longstanding financial management problems, such as high risk of waste, fraud, and abuse
in student financial aid programs, and information technology security. Overall, some 140 action
items were put into play. Areas still lacking detailed or adequately defined plans include human
capital, competitive sourcing, budget and performance integration, and some e-government projects.
However, the Department has established deadlines for developing these plans.

In addition, Education is actively implementing the President’s Faith-Based and Community
Initiative in order to improve the delivery of social services by drawing on a wider range of service
providers. Education has identified barriers to participation in its programs and has developed a
strong plan for eliminating those barriers.

The following management scorecard reflects the Department of Education’s September 30,
2001, status on each of the initiatives in the President’s Management Agenda. The Department’s
management during the coming year will closely track progress on the President’s Management
Agenda and the Department’s Blueprint for Management Excellence.
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Initiative 2001 Status

Human Capital—Education has not completed an inventory of its staff ’s current skills or a
workforce restructuring plan to align its workforce with its mission and goals.

In the year ahead, Education will give high priority to identifying areas in which its staff needs
to develop skills, developing training strategies to ensure employees have the necessary
knowledge to meet changing work demands, and taking advantage of recruitment tools so the
Department can attract high-quality employees.

•
Competitive Sourcing—Education has not completed its plan permitting the private sector
to compete to perform tasks that are done by the government workforce but are commercial
in nature. The 2002 goal calls for competing 43 commercial positions. Education’s existing
inventory of commercial positions excludes many activities that could appropriately be
reclassified as commercial, such as human resource clerks and administrative assistants.

In 2002, the Department will develop a competitive sourcing plan and reevaluate its inventory
of commercial positions. Education expects to meet or exceed the 2002- 2003 target to
competitively source 15 percent of its commercial positions.

•
Financial Management—For 2000, the Department of Education received a “qualified”
opinion on its financial statements. The auditors continued to cite material weaknesses from
prior audits, including failure to reconcile financial data from different sources and inadequate
internal controls. In 2000, the general ledger was not compliant with federal requirements.

The Department is taking aggressive steps to fix past problems. This year, it will implement
Oracle Federal Financials (an accounting package), prepare quarterly instead of only annual
financial statements, and reconcile transaction-level data with summary balances in the
general ledger. Because of these changes, the Department of Education expects to achieve a
clean audit opinion for the 2002 financial statements.

•

E-Government—Performance has been mixed. Capital asset plans justifying information
technology expenditures have improved but some still do not address statutory requirements.
There has been success in using new technologies to simplify students’ access to financial
aid, such as using electronic signatures for aid applications and promissory notes. Yet the
Department’s failure to implement mandated planning requirements could lead to unwise
investments or the use of obsolete technologies.

Plans to reform data collection for elementary and secondary programs, as well as student
loans are under development.

•
Budget/Performance Integration—While recognizing the importance of linking public
education investments to evidence of program effectiveness, the Department of Education
has not yet put in place administrative actions to implement this policy. The Department has
decided to modify significantly the program performance goals developed by the previous
Administration but has no alternative method for measuring and reporting on performance. For
2003, performance measures and evaluation strategy will be developed for key programs.

•
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Department of Education
(In millions of dollars)

Estimate2001
Actual 2002 2003

Spending:
Discretionary Budget Authority:

Elementary and Secondary Education
Title I Grants to LEAs.......................................................... 8,763 10,350 11,350
Even Start............................................................................. 250 250 200
Reading Excellence/Reading First and Early Reading

First................................................................................... 286 975 1,075
Impact Aid............................................................................. 993 1,144 1,141
Educational Technology State Grants .............................. 872 700 700
Teacher Quality State Grants ............................................ 2,225 2,850 2,850
Safe and Drug Free Schools State Grants ...................... 439 472 472
21st Ctry. Community Learning Centers.......................... 846 1,000 1,000
State Assessments ............................................................. — 387 387
Choice Demonstration ........................................................ — — 50
English Language Acquisition ........................................... 460 665 665
IDEA Part B State Grants................................................... 6,340 7,529 8,529

Job Training
Vocational Rehabilitation State Grants (non-add) .......... 2,400 2,481 2,616
Vocational Rehabilitation Incentive Grants ...................... — — 30
Vocational and Adult Education ........................................ 1,804 1,934 1,898

Higher Education
Pell Grants 1 ......................................................................... 8,756 10,314 10,863
Historically Black Colleges and Graduate Institutions ... 230 255 264
Hispanic-Serving Institutions ............................................. 68 86 89
TRIO Programs.................................................................... 730 802 802
GEAR UP ............................................................................. 295 285 285

Education Research, Statistics and Assessment
Research and Dissemination............................................. 186 189 243
Statistics and Assessment ................................................. 120 197 190

All other programs.................................................................... 6,461 8,136 8,042
Subtotal, Discretionary budget authority adjusted 1, 2.............. 40,124 48,520 51,125

Remove contingent adjustments ....................................... −21 −20 −20
Discretionary modification of a mandatory account ....... — — 795

Total, Discretionary budget authority ........................................ 40,103 48,500 50,310

Emergency Response Fund, Budgetary resources ................. — 10 —

Mandatory Outlays:
Federal Direct Student Loans................................................. 255 −26 212
Federal Family Education Loans............................................ −2,404 2,584 3,023
Legislative proposal ................................................................. — — 45
All other programs.................................................................... 2,006 2,139 2,462

Subtotal, Mandatory outlays adjusted 2 ..................................... −143 4,697 5,742
Remove contingent adjustments .......................................... –2 –3 –2

Total, Mandatory outlays .............................................................. −145 4,694 5,740
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Department of Education—Continued
(In millions of dollars)

Estimate2001
Actual 2002 2003

Credit activity:
Direct Loan Disbursements:

Federal Direct Student Loans (FDSL)................................... 10,764 11,162 11,972
FDSL Consolidations ............................................................... 7,402 8,643 5,307

Subtotal, FDSL disbursements ................................................... 18,166 19,805 17,279
Other direct loans ..................................................................... −12 −39 −35

Total, Direct loans ......................................................................... 18,178 19,844 17,314

Guaranteed Loans:
Federal Family Education Loans (FFEL) .............................. 23,582 25,920 27,855
FFEL Consolidation ................................................................. 6,955 8,335 6,877

Total, Guaranteed loans ............................................................... 30,537 34,255 34,732

1 The 2002 estimate does not include $1,276 million requested in supplemental funding to cover a
shortfall in the Pell Grant program.
2 Adjusted to include the full share of accruing employee pensions and annuitants health benefits.
For more information, see Chapter 14, "Preview Report," in Analytical Perspectives.
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The President’s Proposal:

• Increases Title I Grants to local educational agencies to help schools in high-poverty
communities implement the No Child Left Behind Act;

• Increases Special Education Grants to states to help meet the needs of students with
disabilities and lay the groundwork for upcoming legislative reform;

• Reforms vocational education to hold high schools and community colleges account-
able for positive student outcomes and provide states the flexibility to use these funds
to support ongoing efforts under the No Child Left Behind Act; and

• Increases Pell Grant funding for postsecondary students to maintain the maximum
award at $4,000 and address the program’s current financial shortfall.

The Department’s Major Challenges:

• Implementing the No Child Left Behind accountability reforms successfully; and

• Expanding accountability reforms to other programs throughout the Department.

Department of Education

Rod Paige, Secretary

www.ed.gov 800–USA–LEARN

Number of Employees: 4,620

2003 Spending: $59.5 billion

Major Assets: 10 regional and 11 field offices.

The Department of Education’s pri-
mary mission is to ensure equal access
to education and promote educational
excellence for all students throughout
the nation. To achieve this mission,
the Department: 1) provides formula
and competitive grants to states and
local educational agencies to support
improvement of elementary and
secondary education; 2) implements
student financial assistance and higher

education programs designed to ensure that postsecondary education is affordable and attainable; 3)
conducts research and disseminates information on the best educational practices; and 4) produces
statistics on the condition of education in the United States.

In 2004, the Department must ensure that states, school districts, and local schools implement the
reforms of the No Child Left Behind Act (NCLB). Specifically, schools will be held accountable for
improving student achievement; parents and students will be provided more information and edu-
cational choices if their schools are not measuring up; states, local educational agencies, and schools
will be provided the flexibility to use federal funds in a manner that best reflects state and local needs
and priorities; and federal funds will be used to implement programs that reflect scientifically based
research.
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The Department must also broaden the reach of the President’s education reform and accountabil-
ity agenda beyond K-12 to include students served under federal special education and vocational
and adult education programs. With the NCLB reforms as a model, the Department will work to
establish new program goals as well as measurement and accountability standards.

Elementary and Secondary Education

Under NCLB, every parent will have access to a report card (similar to
the example above) so that parents will be able to make informed choices
about their child’s education.

Federal support of public education is
changing in profound ways. The President’s
sweeping reforms passed in the No Child
Left Behind Act of 2001 make fundamental
improvements in elementary and secondary
education by supporting accountability for
results, expanded parental choice, in-
creased local flexibility, and a focus on what
works. Our children deserve no less. Far too
many of them are being left behind now; na-
tional reading tests show that two-thirds of
fourth graders in high-poverty schools cannot
read at a basic level.

States will now hold all public schools ac-
countable for improving student achievement
through: tough state academic standards;
annual progress goals ensuring that all
students reach proficiency in reading and
math by the 2013–14 school year; and annual
testing for all students in grades three through
eight. Poorly performing districts and schools
will receive assistance, then face increasingly
tough consequences aimed at getting them on
course. Children will not be trapped in failing
schools; students will be permitted to transfer
to better public schools or, over time, obtain
outside help from a public or private tutor of
their choice. States and districts will have the
flexibility to shift some federal funds from one
program to another in order to best meet local
needs.

The 2002–2003 school year is the first
for NCLB implementation. States are
designing their accountability systems, which
will face a rigorous peer review process that
ensures that every state, district and school raises achievement for every child. One of the keys to
the President’s reforms is annual testing in grades 3–8; 17 states already incorporate such testing
into their accountability framework. By 2005–2006, all states must have these tests in place.

The funds from the 2004 Budget will support the third year of NCLB reforms. Many schools
that thus far have gotten by without raising achievement for each student may soon be considered
low-performing under the new system, and their students will then have the option to transfer to a
better public school. Annual state and local report cards will show whether schools are helping all
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types of students, including low-income, minority, limited English proficient and those with disabil-
ities. These public report cards will give parents the information they need to monitor schools, and
will give schools and districts strong incentives to use NCLB funds to teach effectively.

Title I Grants to Local Education Agencies

Title I is the foundation of the NCLB reforms. The 2004 Budget requests $12.4 billion for Title I,
a $1 billion, or nine percent, increase over the 2003 request. The request would result in an increase
of 56 percent since 2000. Of this total, the amount states may reserve to assist schools in need
of improvement will double to nearly $500 million. In addition, the budget includes $390 million
for Grants for State Assessments to help put in place testing in grades three through eight. These
increases will help states meet the challenges of the groundbreaking NCLB reforms.

Reading First and Early Reading First

President Bush visits with students at B.W. Tinker Elementary School in
Waterbury, Connecticut.

Reading First is the President’s signature
effort to use high-quality, research-based
reading instruction so that every child can
read at grade level or above by the end of third
grade. The Reading First program, initiated
through the NCLB Act, provides funds to
states to support only scientifically proven
reading practices. The 2004 Budget proposes
$1.05 billion for this program, $50 million
over the 2003 request. The budget also
includes $100 million for Early Reading First,
a $25 million increase, to develop model early
childhood literacy and pre-reading programs
for schools serving high-poverty communities.

Choice

No Child Left Behind provides unprecedented choice for parents of children trapped in
low-performing schools. To support and enhance its reforms, the budget provides $220 million for
Charter School Grants, $100 million for Credit Enhancement for Charter School Facilities, $110
million for Magnet Schools, and $75 million for the new Choice Incentive Fund. The new fund will
help increase the capacity of state and local districts to provide parents, particularly low-income
parents, more options for maintaining a quality education for their children who are trapped in
low-performing schools.

Mentoring

To help bridge the transition between childhood and adulthood while using citizen service to further
engage Americans in public education, the President proposes a new $100 million Mentoring initia-
tive. This initiative would support the development, expansion, and strengthening of exemplary
school-based mentoring programs that meet the needs of at-risk middle school students.

Reductions

Consistent with the President’s insistence on performance, the budget reverses the growth of sev-
eral programs that, while well intentioned, have failed to produce results, including Safe and Drug
Free Schools State Grants, Even Start, and 21st Century Community Learning Centers. A portion
of the funds for these programs are being redirected to other programs, such as Title I and Reading
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First, that hold more promise for improving educational outcomes. (For further discussion of Safe
and Drug Free Schools and Even Start, see the Performance Evaluation of Select Programs section
of this chapter and the Department’s chapter in the Performance and Management Assessments vol-
ume.)

Special Education

About 6.5 million children received special education services in 2002, up from 4.7 million in 1992,
making it one of the fastest growing areas of education. The budget requests a $1 billion increase for
special education to help states and localities meet their responsibilities. More importantly, this year
the Administration will work with the Congress to renew the Individuals with Disabilities Education
Act (IDEA), consistent with the framework of the No Child Left Behind law.

Since 1975, the federal government has played an important role in ensuring that children with
disabilities receive the best possible public education. In each of his first two years, the President
requested $1 billion increases for IDEA Grants to States, the largest boosts ever requested by a Pres-
ident. This year, the budget requests another $1 billion increase to help states and localities educate
children with disabilities, for a total of $9.5 billion. The budget also provides $447 million for states
to serve infants and toddlers with disabilities, a $10 million increase. Research shows that early
intervention may help reduce or eliminate the need for special education when children enter school.

According to Parents, IDEA Needs Reform

A majority of parents with children in special education (52
percent) agree that “better programs and policies, not more
money, is the best way to improve special education.”

Public Agenda
2002

However, money alone is not
enough. While the President is
committed to the principles of the
IDEA law, it is in need of signifi-
cant reform. Last year, President
Bush created a Commission on
Excellence in Special Education
to provide a blueprint for a new
IDEA. This year presents a unique
opportunity to work with the Congress to renew the decades-old IDEA law based on up-to-date
research and the educational reform principles in No Child Left Behind. The new IDEA proposal
will include the following:

• strengthened accountability for states to improve results for children with disabilities, using
IDEA funds for performance awards and technical assistance;

• promotion of pre-referral interventions and identification methods that will help ensure that
children who need special education are identified early and are not misidentified as having
disabilities because they never received appropriate instruction (in areas such as reading) in
the early years; and

• reduction of paperwork and administrative tasks so that school personnel can focus on the needs
of children, rather than bureaucracy.

Education for the Workforce

Last year, the President launched a multi-year effort to reform federal job training programs with
proposals to consolidate or eliminate various ineffective, duplicative, and overlapping programs. This
year, the laws authorizing many federal job training programs are set to expire. The 2004 Budget,
therefore, sets out to build on previous reforms to consolidate and eliminate ineffective programs and
incorporate the No Child Left Behind framework. This will ensure that federal fund recipients are
accountable for results and given greater flexibility to achieve them.
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At the Department of Education, these efforts translate into proposals for sweeping vocational
and adult education reforms, and a close examination of vocational rehabilitation programs, which
are due for renewal in 2005. In anticipation of these reforms, the Department worked with the
Department of Labor and five other federal agencies to develop several “common” performance
measures that clarify the core goals of federal job training programs and allow cross-program
comparisons. These measures will allow the Administration and the Congress to assess the
effectiveness of reform efforts, informing future federal budget decisions such as where to target
dollars. (See the Department of Labor chapter for further discussion of the common measures
initiative and job training reform.)

Vocational Education

Summary of PART Evaluation for Vocational Education
State Grants Program

Overall Rating: Ineffective

Key Findings:

• National evaluations and annual performance data show
the program having little or no benefit to high school
students in terms of academic performance, job skills,
and postsecondary degrees.

• There is no accountability for how community college
funds are used and no meaningful connection to student
outcomes.

• States need the flexibility to combine various federal
funding streams so that resources can be targeted to
areas where students can best be served.

Recommendation: Adopt program reforms consistent with
NCLB accountability framework and provide states the flexi-
bility to combine high school funding streams.

The Department provides grants
to states to support programs
intended to develop the academic,
vocational, and technical skills of
high school and community college
students. However, decades of
increasing federal investment,
and various attempts at program
reform, have produced little or no
evidence that the Department’s
vocational education programs
lead to improved outcomes. Since
the most recent reform effort in
1998, the federal government has
spent close to $6 billion on these
programs, despite a continuing
absence of significant outcomes or
improvements. The President’s
insistence on accountability and
performance calls for an end to this
type of investment that does not
produce results.

The Administration used the new Program Assessment Rating Tool (PART) to identify strengths
and weaknesses of the Vocational Education program to inform recommendations on legislative re-
forms and resource levels. As highlighted in the accompanying summary, the PART analysis for
the Vocational Education State Grants program demonstrates the need for a significantly different
approach. Several independent evaluations have documented its ineffectiveness in increasing stu-
dents’ academic and job-related skills or helping students get into, and complete, college. (For further
discussion of PART results for Department of Education programs, see the Performance Evaluation
of Select Programs section of this chapter and the Department’s chapter in the Performance and
Management Assessments volume.)
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The President’s education and job training reform agenda proposes to reform vocational education
using the No Child Left Behind framework for accountability and flexibility. Funds provided under
this program will be contingent on a rigorous assessment that improved student outcomes are being
achieved. Where possible, programs should be consolidated to simplify federal requirements and
streamline delivery of services.

States and school districts receiving federal funds will have the flexibility to design high quality
programs that enhance student achievement, but they must also have in place accountability systems
to monitor and report on student performance. Moreover, states will have the option to redirect
funds from this program into their Title I programs. This approach gives states the flexibility to
combine two separate federal funding streams serving high schools in a single program, simplifying
program requirements and streamlining the delivery of educational services. States will also be
provided funds to create, at their discretion, programs to develop high-quality end-of-course high
school exams.

For postsecondary schools, states will distribute funds competitively to community and technical
colleges that partner with local high schools and members of the business community. These grants
will support efforts to improve students’ transitions from high school to college and college to the
workforce. Whether a school receives funding under this program will be based on success in achiev-
ing measurable student outcomes, such as degree attainment, job placement, retention, and earnings.

Education for Adults

The Department awards grants to states to help adults become literate, obtain a high school
diploma or its equivalent, and learn skills necessary for work or self sufficiency. While this
program has demonstrated positive results for some adult students in terms of reading gains
and job placements, most students being served by these programs are not seeing measurable
benefits. Therefore, the budget proposes significant reforms to the Adult Education programs
designed to improve their performance and increase accountability for results. Federal resources
will be targeted to educational approaches that have proven effective in increasing reading and math
skills. New accountability provisions will ensure that grantee funds are contingent on achieving
real and measurable outcomes, such as the number of participants who obtain high school degrees
or find a job. (For further discussion see the Performance and Management Assessments volume.)

Vocational Rehabilitation

The budget provides nearly $3 billion for vocational rehabilitation programs that support the
President’s New Freedom Initiative goals and guide individuals with disabilities to employment
and independent living. The funding for Vocational Rehabilitation State Grants (VR) will increase
to ensure states can maintain service levels, helping over 243,000 individuals with disabilities
obtain and retain jobs with higher incomes. The PART analysis and independent research have
shown that VR programs provide positive employment results for people with disabilities who
continue to experience workplace obstacles. However, there is still room for improvement. The
Administration is exploring ways to increase employment opportunities and program accountability
through management reforms and legislative changes for the coming update of the main VR law.
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Postsecondary Education

Our public institutions of higher education have to improve
their completion and retention rates of students once they en-
roll—so students can learn the skills they need to get the jobs
they want.

Secretary Paige
September 2002

The budget increases student
aid funding for the neediest
students, expands loan forgiveness
for math, science, and special
education teachers in high poverty
schools, and increases grants
for Historically Black Colleges
and Universities and Hispanic
Serving Institutions, which provide
postsecondary educational opportunities for some of the nation’s most disadvantaged students.

This past year, four higher education programs were assessed using the PART. This analysis has
provided a strong foundation for the Administration’s upcoming proposals to strengthen accountabil-
ity in the Higher Education Act. The PART analysis also identified program weaknesses that the
Education Department has begun to address through administrative improvements. For example,
the Department has begun to improve its process for identifying those students who were provided
student aid in excess of the amount for which they were eligible.

Pell Grants

Since 1996, Federal Student Aid for Job
Training Has Nearly Doubled*
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Source: Department of Education.
*Reflects portion of Federal aid that goes to technical and two-year postsecondary schools.

Pell Grants are the single largest source of
grant aid for postsecondary education. This
year, about five million students will receive
a grant of up to $4,000 for tuition and other
expenses. Pell Grants are need-based, and are
available to both traditional and nontraditional
college students pursuing an undergraduate
degree, as well as adults returning to school to
improve their employment opportunities. As
the PART analysis demonstrated, Pell Grants
are well targeted to the neediest families, and
help increase college enrollment rates among
economically disadvantaged students.

In recent years, the number of Pell Grant
recipients has grown much faster than
historical trends would predict (as has college enrollment overall). Specifically, from 2000 to 2002,
the number of Pell recipients increased by nearly 25 percent, compared with a five percent growth
rate from 1997 to 1999. Much of this unanticipated increase was due to more independent students
receiving Pell Grants (generally, independent students are older students who do not depend on
their parent or guardian to pay for college). Many of these students attend community colleges and
career training institutions and predominantly use Pell Grants and other student aid to help pay
for training or retraining in new careers (see accompanying chart). So, while Pell Grants remain
the single largest source of grant aid for traditional college students, they are also the single largest
source of federal support for persons in need of training or retraining for new careers.

As a result of this unexpected growth, as well as a $700 increase in the maximum grant from 2000
to 2002, Pell Grant appropriations for the past few years have been insufficient to fully cover annual
program costs. This budget proposes $12.7 billion for Pell Grants, to retire the shortfall related to the
2002–2003 award year and maintain a $4,000 maximum award for the growing number of persons
eligible for Pell Grants.

2004



98 DEPARTMENT OF EDUCATION

As part of the Administration’s effort to keep the Pell Grant program on a solid financial founda-
tion, the budget also proposes to allow the IRS to match income data on student aid applications with
the applicant’s tax data to ensure that students do not receive awards in excess of the amount for
which they are eligible. This is one component of the Administration’s initiative to reduce erroneous
payments government-wide. This proposal is projected to save $638 million in Pell Grant costs over
2003–2004, significantly reducing existing funding shortfalls.

Student Loans

In 2004, the Department of Education’s student loan programs will provide nearly $48 billion in
new loans to help students and their families pay for college. As with Pell Grants, the number
of student loan recipients has increased significantly in recent years and includes a growing num-
ber of older, independent students who use student loans to pay for training and retraining for new
careers. This year, the Department of Education will continue to improve its management of the
student loan programs, and reduce fraud and abuse through the IRS income verification proposal
discussed above.

Teacher Loan Forgiveness

Under current law, qualified teachers who work for five years in schools that serve high-poverty
students may have up to $5,000 of their federal student loans forgiven. The budget proposes to
expand this program to allow highly qualified math, science, and special education teachers who
meet the requirements of this program to have up to $17,500 of their student loans forgiven.

Historically Black Colleges and Universities (HBCUs) and Hispanic-Serving
Institutions (HSIs)

Federal resources help these institutions, which provide opportunity for some of the most disad-
vantaged students in the nation, improve their educational programs. The budget proposes $224
million for HBCUs, $53 million for Historically Black Graduate Institutions, and $94 million for
Hispanic Serving Institutions, a five-percent increase for these important institutions.

Performance Evaluation of Select Programs

In return for this [commitment of federal resources], my
Administration and the American people expect results.
We expect every child to learn basic skills. We expect fail-
ing schools to be turned around. We expect teachers and
principals to do their jobs well, to have a firm grasp on
their subject matter, and to welcome measurement and
accountability.

President Bush
January 2002

This year’s budget continues the Ad-
ministration’s focus on performance. In
place of the old practice of funding
for funding’s sake, this budget targets
funding to programs that generate
positive results for students and meet
strong accountability standards. The
PART was applied to 18 Department
of Education programs covering more
than $27 billion (55 percent) of the
Department’s 2003 discretionary
budget. PART findings were used to

redirect funds from ineffective programs to more effective ones and to identify reforms to address
program weaknesses. The accompanying table provides a brief description of the PART evaluation
for four programs. For further details see the Performance and Management Assessments volume.
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Program Rating Explanation Recommendation

Even Start Ineffective Even Start is a family literacy
program. Two national
evaluations have shown
that neither the children
nor parents who received
services made educational
gains compared to those who
did not receive Even Start
services.

Because of the
ineffectiveness of this
program, the budget provides
enough funds only for the
continuation of current
awards.

Vocational Education State
Grants

Ineffective Both national evaluations
and state-level performance
reports demonstrate a
lack of positive results for
students. Local districts
and high schools need the
flexibility to combine various
federal funding streams
so that resources can be
targeted to areas where
students can best be served.

Adopt program reforms
consistent with NCLB
accountability framework and
provide states the flexibility
to combine this high school
funding with Title I funds.

Safe and Drug Free Schools Ineffective The program distributes
funds too thinly across eligible
grantees, thereby preventing
the use of high quality,
proven reforms necessary
to affect youth crime and
drug-abuse. Moreover,
the program does not
currently have an adequate
performance measurement
system.

Redirect funds to more
effective programs until the
program can establish: 1) a
strategy for greater targeting
of funds; 2) viable program
goals and indicators; and 3)
a system for collecting and
reporting information.

Pell Grants Moderately
Effective

Pell Grants achieve their
purpose of providing
need-based aid for
undergraduate students,
targeted to the neediest
students. However, the
Department could improve
program management and
should develop annual
goals directly tied to degree
completion, persistence, and
other appropriate measures
of performance.

Amend the Internal Revenue
Code to allow the IRS to
match student aid data
and tax data to prevent
awarding the wrong grant
amount. Consider legislating
degree completion and
persistence as performance
measures.
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Update on the President’s Management Agenda

Human Capital
Competitive

Sourcing
Financial

Performance E-Government
Budget and
Performance
Integration

Status

Progress

Arrow indicates change in status since baseline evaluation on September 30, 2001.

At the start of this Administration, the Department of Education was plagued by problems affecting its ability
to carry out its mission. Specifically, the Department had no strategy for optimizing human resources,
maintained non-compliant and unreliable financial systems, and had a piecemeal approach to making
information technology investments. While much work remains, the Department has begun to address these
problems. Under its One-ED human capital strategy, the Department has identified inefficiencies in several
important business processes, including its hiring process, and has begun efforts to make them more efficient.
The Department has deployed a new financial management system that is generating more accurate and timely
financial reports. It has also improved investment decisions in information technology. Most significant, the
Department leads all other agencies in converting inefficient paper processes to electronic ones for 86 percent
of its citizen-to-government transactions, including applying for student aid. With these improvements, the
Department has earned a status upgrade for E-Government from red to yellow.

Initiative Status Progress

Elimination of Fraud and Error in Student Aid Programs and Deficiencies
in Financial Management

Faith-Based and Community Initiative

Arrow indicates change in status since baseline evaluation on June 30, 2002.

Elimination of Fraud and Error in Student Aid Programs and Deficiencies in Financial Management. The
Department has improved its student aid programs by better managing risk and improving the integrity of its
financial data. Most notably, the Department has taken substantive steps to address system weaknesses
in its school monitoring and student eligibility process, such as: 1) improving how data is used to identify
risky schools; 2) matching direct loan origination data with the student eligibility system; and 3) finalizing and
submitting a legislative proposal to the Congress that would allow the Department to match student aid and IRS
data. These steps, along with an upgraded financial management system and increasingly reliable and timely
financial data, have helped the Department reduce fraud and error in its student aid programs.

Faith-Based and Community Initiative. The Department is one of seven federal agencies focusing intensely
on removing barriers to the participation of faith-based and community organizations (FBCOs) in providing social
services. Education has been upgraded to yellow status because it reduced regulatory barriers to participation,
streamlined applications, and provided technical assistance and outreach to FBCOs. The Department must
now ensure that FBCOs compete on a level playing field in state and locally administered programs.
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Department of Education
(In millions of dollars)

Estimate2002
Actual 2003 2004

Spending
Discretionary Budget Authority:

Elementary and Secondary Education
Title I Grants to LEAs 1................................................................... 9,920 11,350 12,350
Reading First and Early Reading First........................................... 975 1,075 1,150
State Assessments ........................................................................ 387 387 390
Charter Schools Programs ............................................................ 200 300 320
Choice Incentive Fund ................................................................... — 50 75
Even Start ...................................................................................... 250 200 175
Impact Aid...................................................................................... 1,144 1,141 1,016
Teacher Quality State Grants......................................................... 2,850 2,850 2,850
Safe and Drug Free Schools State Grants .................................... 472 472 422
21st Century Community Learning Centers .................................. 1,000 1,000 600
English Language Acquisition........................................................ 665 665 665
IDEA Part B State Grants .............................................................. 7,529 8,529 9,529

Education for the Workforce
Vocational Rehabilitation State Grants (mandatory, non-add) ....... 2,481 2,616 2,669
Vocational Education ..................................................................... 1,315 1,300 1,000
Adult Education.............................................................................. 591 591 591

Higher Education
Pell Grants ..................................................................................... 11,314 10,863 12,715
Historically Black Colleges and Graduate Institutions ................... 255 264 277
Hispanic-serving Institutions.......................................................... 86 89 94
TRIO/GEAR UP............................................................................. 1,087 1,087 1,087

Research and Statistics..................................................................... 207 270 280
All other programs ............................................................................. 9,258 7,827 7,551

Total, Discretionary budget authority 2................................................... 49,505 50,310 53,137

Mandatory Outlays:
Federal Direct Student Loans............................................................ 97 4,844 135
Federal Family Education Loans ....................................................... 2,297 2,103 4,984
Teacher Loan Forgiveness (legislative proposal) .............................. — — 178
All other programs ............................................................................. 2,585 2,392 2,668

Total, Mandatory outlays ....................................................................... 4,979 9,339 7,695

Credit activity
Direct Loan Disbursements:

Federal Direct Student Loans (FDSL) ............................................... 10,235 12,435 13,393
FDSL Consolidations......................................................................... 9,228 7,436 6,106

Subtotal, FDSL disbursements ............................................................. 19,463 19,871 19,499
Other Direct Loans ............................................................................ 41 21 41

Total, Direct loans ................................................................................. 19,504 19,892 19,540

Guaranteed Loans:
Federal Family Education Loans (FFEL)........................................... 24,167 30,570 33,245
FFEL Consolidation........................................................................... 20,106 17,013 13,003

Total, Guaranteed loans........................................................................ 44,273 47,583 46,248
1 Excludes $430 million increase in advance appropriations in 2002.
2 Includes $1.0 billion in 2002 supplemental funding.
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