
The State Fiscal Stabilization Fund:

More Reform Than Meets the Eye

Race to Top: Will Reform Prevail?

Perhaps it was to be expected. With 40
states, plus the District of Columbia,
applying for Round I of the $4 billion
Race to the Top (RTTT) competition —
which rewards states for making
dramatic gains in education reform —
applications are all over the map.

Some are well-crafted, while others are
less organized. Some have “ambitious
yet achievable” goals, while others
express goals that at the very least
seem improbable.

The next step in the highly competitive
process is expected to happen in early
March when finalists for the first round
will be invited to Washington DC to
make their case for funding.

This will provide the first indication of
where ED and its reviewers are setting
the bar for applications, which will be
scored on a 500-point scale. Under the
scoring matrix (see page 6), there are
many ways for states to gain points,

(Continued on page 5)

Of the $100 billion for education in-
cluded under the American Recovery
and Reinvestment Act (ARRA), nearly
$49 billion was directed through the
State Fiscal Stabilization Fund (SFSF),
making it the largest single program
under the Act.

The main goal of SFSF funding was to
reverse cuts in state K-12 and higher
education programs. Some observers
have questioned whether the US De-
partment of Education missed out on
its chance to leverage this funding for
reform as it has done with other pro-
grams, particularly the Race to the Top
program.

However, SFSF, if run right, could end
up having the greatest reform poten-
tial of any program within ARRA.

First, it is not competitive. All states
received SFSF funds under Phase I in
the summer of 2009, and all states ap-
plied for additional funds under Phase
II in January—and all states will have
to comply with the programs require-
ments.

Second, in exchange for the money,
states promised to make progress on
the four assurances that are the com-
mon elements across ARRA programs:
achieving equity in teacher distribu-
tion; improving collection and use of
data; raising standards and using high-
quality assessments; and supporting
struggling schools.

Third, ED has required each state to
publish data demonstrating its status
with respect to each of these assur-

(Continued on page 3)
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ARRA School Improvement Grants (SIG):
Testing School District Commitment

now use their funds to
carry out Secretary Arne
Duncan’s stated goal of
turning around 5,000 low
performing schools—
about 5% of all schools in
the U.S.—that “fail our
kids year after year.”

In order to receive
funding, states will now
have to identify their
lowest-achieving schools
and high schools with
graduation rates below
60 percent, and must
prioritize funding to
these eligible schools.

The ARRA funds have
allowed ED, with
Congress’ help, to raise
the maximum grant for
each school from
$500,000 to $2 million a
year, for each of three
years allowing for
significant interventions
in these schools.

The Secretary’s
Approach

Turning around low-
achieving schools has
proven to be a challenge
for many states and
districts over the years.

To address this issue, ED
has specified four reform
models that each funded
school must use. These
models are a challenge to
nearly everything about
how most schools are run
and will require schools
and districts to change
long-standing practices.

Duncan’s authority stems
from the fact that prior
approaches have not
worked and certainly
have not worked at scale.

Based on estimates,
funding available will
support 600-700 schools
this fall.

In announcing the SIG
applications, Duncan
noted that this number of
schools was a start and
“Over the coming years,
America needs to find
5,000 high–energy, hero
principals to take over
these struggling
schools—and they will
need a quarter of a
million great teachers
who are willing to do the
toughest work in public
education. We will find
them in the union ranks
and the charter
community, the business
world and the nonprofit
sectors. We won't find
them overnight. I don't
expect a thousand to
show up next fall. We can
start with one or two
hundred in the fall of
2010, and steadily build
until we are doing 1,000
per year.”

Now that funding is
available, the question is:
Will school districts step
up to the challenge of
truly reforming the
nation’s lowest-
performing schools?

Within the next few
weeks, ED will grant
$3.545 billion to states
for school improvement,
$3 billion of which is
from the American
Recovery and
Reinvestment Act (ARRA)
and the remainder from
fiscal year 2009
appropriations.

Each state that applies
will receive funding
determined by formula
ranging from $8.5 million
in Vermont to more than
$400 million in California.

The School Improvement
Grants (SIG) program
was established under
the No Child Left Behind
Act (NCLB). However,
the law did not provide
specific program
requirements. Instead,
states were giving broad
discretion to set their
own program rules,
including which schools
would receive funding
and how the funding
could be spent. As a
result, states often spread
out the funding to a vast
number of schools and
did not expect much in
return.

A New Beginning

ARRA’s six-fold increase
in SIG funding has paved
the way for ED to
dramatically change the
rules of the game.
Specifically, states must

School Improvement
Options:

Turnaround – Replace
principal and at least
50% of the staff, adopt
new governance, and
implement a new or
revised instructional
programs. This model
should incorporate
interventions that take
into account the
recruitment, placement
and development of
staff to ensure they
meet student needs;
schedules that increase
time for both students
and staff; and
appropriate services/
supports.

Closure – Close the
school and enroll
students in another,
higher-performing
school.

Restart - Close the
school and restart it
under the management
of a charter school
operator.

Transformation –
Four requirements:
develop teacher and
leader effectiveness;
comprehensive
instructional programs
using student
achievement data;
extend learning time
and create community-
oriented schools; and
provide operating
flexibility and intensive
support.
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Publishing the actual status of these data
collections is the first step in holding
states publicly accountable. As a note-
worthy second step, ED also has declared
its intent to monitor state progress by
actually visiting each state to ensure com-
pliance and adherence to data timelines.

Questions Remain

Despite the potential opportunity for
SFSF to have a positive impact, serious
questions remain. If a state fails to meet
its assurances—including making its data
available by the deadline of September
2011, what – if any – are the conse-
quences? If a state does publish its data
by the deadline, and those data show lit-
tle or no progress, is ED willing or able to
require improvement? What quality
checks will be conducted to ensure that
data are accurate?

Data, of course, don’t change anything
about how students are educated. It is
how the data are used that has the poten-
tial to reform education. To that end, it
will depend upon how interested observ-
ers — including those in the business
community—respond to the data and,
when necessary use the data to spur ac-
tion and change.

ances. States without data must provide
a plan for doing so.

And fourth, ED has announced that it will
use these data “in assessing whether a
state is qualified to participate in and re-
ceive funds under other reform-oriented
programs administered by ED.”

Mining the Data

Overall, SFSF reflects a significant expan-
sion in the data states must collect and
report. For example, where states previ-
ously reported information on the num-
ber and percentage of teachers who are
“highly qualified” – they must now also
report on the extent to which districts use
student achievement or growth data to
evaluate teacher and principal perform-
ance.

Recently submitted Phase II State applica-
tions reveal the information that most
states have collected thus far is limited to
the data required under the No Child Left
Behind Act. However, by September 2011
States will have to ensure that all data
(including the new elements) are avail-
able.

Data Transparency

Despite the fact that states have collected
significant information under NCLB, those
reports went straight to the Department
of Education. Those interested in review-
ing the data had to wait, often several
years, for data to be published. In con-
trast, ED is now requiring these data to be
absolutely accessible to the public. Each
required data element must be publicly
reported - the data or information re-
quired for an indicator or descriptor must
be made available to anyone with access
to an Internet connection without having
to submit a request.

States are also required to maintain pub-
lic websites that provide the data and in-
formation. This public focus is deliberate.
In the application, ED states: “Increased
access to and focus on this information
will better enable states and other stake-
holders to identify strengths and weak-
nesses in education systems and deter-
mine where concentrated reform effort is
warranted.”

(“SFSF” Continued from page 1)Examples of Required

Data Elements

Teachers and Principals

 Number and percentage of
highly qualified teachers in
the highest-and- lowest
poverty schools

 Systems used to evaluate
teachers and how results are
used for teacher development,
compensation, promotion,
retention and removal

 The extent to which districts
use student achievement or
student growth data to
evaluate principal and
teacher performance

Collection and Use of Data

Whether the state’s longitudinal
data system includes:

 Student-level information on
student exit, transfer in,
transfer out, drop out, or
completion through college

 The capacity to communicate
with higher education data
systems

 A teacher identifier system
with the ability to match
teachers to students

 Information regarding the
extent to which students
transition successfully from
secondary school to
postsecondary education

 Reports of individual teacher
impact on student
achievement

Standards and Assessments

 High school graduation rates

 The percentage of high school
graduates who enroll in
higher education

Supporting Struggling Schools

 Average statewide school gain
in reading/language arts for
all students and each
subgroup

 Data on schools identified for
improvement, corrective
action or restructuring

 Data on charter schools

“SFSF, if run right, could end up

having the greatest reform potential

of any program within ARRA.”

To view state Phase II SFSF

applications visit:

www.ed.gov/programs/

statestabilization/phase-ii-

resources.html
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The American Recovery and Reinvestment Act of 2009 (Public Law 111-5) created a wide array
of programs across multiple federal agencies, and funded existing programs as well. The
following chart highlights some of these programs and their current status.

Program Funding Funding for… Quick facts
State Fiscal
Stabilization
Fund – Education
Stabilization
(SFSF)

$39.7B Virtually unrestricted; states
must agree to 4 assurances:
high student achievement
standards; development and
use of statewide data systems;
increased teacher quality; and
turning around low-
performing schools.

This is the largest piece of the Recovery Act funding for education.
It is to be used both to restore state education budgets and to fuel
education reform. This fund also introduces new public data
reporting requirements for states; the data should help track what
states are doing in the areas of high-quality standards and
assessments; teacher quality; using data to drive reform; and
turning around low-performing schools.

Phase II applications were due January 11 and are now under
review by ED.

State Fiscal
Stabilization
Fund –
Government
Services

$8.8B Virtually unrestricted; states
must agree to 4 assurances.

This funding also can be used to support education reform, at
states’ discretion, as well as educational data systems.

ED has released draft protocols for monitoring.

Race to the Top
(RTTT)

$4B A wide range of education
reforms

ED is using this high-profile grant competition as an incentive to
get states to remove barriers to reform. Grantees will have to
implement reforms in teacher quality, high academic standards,
using data to drive reform, and turning around low-performing
schools.

Selected states will be invited to Washington, DC, to present in
March; simultaneously ED has said it will release state applications
and reviewer comments. Round 1 winners to be announced in
April.

ARRA – Title I
School
Improvement
Fund

$3.545B,
including
FY2009
allocation

Reforming the lowest-
performing Title I schools and
middle/high schools

Districts that receive this funding will have to implement one of
four dramatic reforms in the lowest-performing schools, and will
have to report on the outcomes.

State applications were due in mid-February, with district
competitions anticipated in the Spring. Targeted are the lowest-
achieving schools, which must use one of four prescriptive models
to raise student achievement.

Investing in
Innovation (i3)

$650M Scaling up successful
education reform practices
and programs

This fund is intended to support innovations that have succeeded
in improving school performance, ranging from small grants (up to
$5 million) for promising practices, to large grants (up to $50
million) for programs with strong evidence of effectiveness.

ED has not yet released applications.

Race to the Top –
Assessment

$350M Assessments aligned with new
national academic standards

Announcement of the competition rules expected at any time.

ARRA – Teacher
Incentive Fund

$300M,
including
FY2009
allocation

Incentive pay for high-
performing teachers and
principals in high-need
schools

This funding significantly expands the amount available for the
administration’s priority of creating pay scales for teachers that
recognize teacher’s performance in raising student achievement
rather than seniority, degrees earned, or other “input” measures.

ED released proposed priorities; comments due March 29, 2010.
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districts. A much smaller group of
states were able to get near unanimous
support from unions.

Business Support

In addition to districts and unions,
applications will also be scored on the
extent to which they garner broad
stakeholder support. To help bolster
their applications, almost every state
turned to business leaders for at least a
letter of support. However, some states
went further and described in their
application the process used to
facilitate input from the business
community.

For example, Colorado’s application
noted the overwhelming support of
their plan through an initiative known
as the Business Coalition to Advance
Reform of the Education System
(BizCares) - a group of 30 business
organizations including chambers of
commerce, business roundtables and
others. The group “identified and
suggested a core set of principles for
bold education reform for inclusion in
the proposal and reviewed proposal
drafts to confirm that these principles
were represented.”

Emulating the Winners

Whichever states get picked for Phase I,
one thing is clear—their approaches to
RTTT are certain to become the model
for future applicants as a new round
begins later this year.

This will also be the first real sign of
how committed ED is to reserving these
funds for those states that are truly the
most committed to real reform.

and depending upon how many points
ED deems as sufficient in order to
receive funding—ways to potentially
avoid some of the more challenging
aspects of the application.

For example, a state could theoretically
score at what would be described as the
“high range” while avoiding a majority
of the more significant priorities set by
ED, such as developing policies to tie
student achievement data to teacher
and principal evaluations and
expanding charter schools.

District and Union Buy-in

The various approaches taken by states
to gain points is reflected in the range of
applications submitted in the first
phase. Beyond the issue of teacher
performance—which some states
placed as a relatively low priority—
there were broad differences in many
other key areas.

For example, the requirement for school
district buy-in resulted in majority of
states focusing their efforts on this
priority and getting over 90 percent of
their districts on board. However,
roughly a quarter of states had less than
half of their districts agreeing to
participate— at times reflecting a trade
off for gaining more points in areas less
favorable to schools and arguably less
reform oriented.

This trade off is also a likely explanation
for the wide disparity of support for
state applications by local unions. Most
states were unable to garner even half
the union leaders in participating

(“Race to the Top” Continued from page 1)President’s Budget

Proposes Extending

ARRA Programs

The President’s fiscal year

2011 budget includes

$50.7 billion for education,

an overall increase of $4.5

billion.

The proposal would

expand several ARRA

programs, including:

 $1.35 billion for

additional Race to the

Top awards, which

would also allow for

district-level competition

 $500 million to continue

the new Investing in

Innovation (i3) program,

of which $150 million

would go to projects

emphasizing Science,

Technology, Engineering,

and Mathematics (STEM)

 $900 million for School

Turnaround Grants to

continue ARRA’s focus on

turning around the

nation’s 5,000 lowest-

performing schools over

the next 5 years

For Congress, a major issue

will be the extent to which

they will go along with the

Administration's growing

focus on competition as

opposed to the traditional

process of sending out

large grants by formula.

The U.S. Chamber of Commerce, the world's largest business federation, is working to

drive public policies that increase opportunity and prosperity through advocacy,

intelligence, and our worldwide network. Through the Chamber's nonprofit education

and workforce affiliate, the Institute for a Competitive Workforce (ICW), the Chamber

promotes high educational standards and effective workforce training systems to

attract, educate, and empower works for successful careers .

U.S. Chamber of Commerce | Institute for a Competitive Workforce

1615 H Street NW | Washington, DC 20062-2000 | www.uschamber.com/icw
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Selection Criteria Points Percent

A. State Success Factors 125 25%

(A)(1) Articulating State’s education reform agenda and LEAs’ participation in it 65

(i) Articulating comprehensive, coherent reform agenda 5

(ii) Securing LEA commitment 45

(iii) Translating LEA participation into statewide impact 15

(A)(2) Building strong statewide capacity to implement, scale up, and sustain proposed plans 30

(i) Ensuring the capacity to implement 20

(ii) Using broad stakeholder support 10

(A)(3) Demonstrating significant progress in raising achievement and closing gaps 30

(i) Making progress in each reform area 5

(ii) Improving student outcomes 25

B. Standards and Assessments 70 14%

(B)(1) Developing and adopting common standards 40

(i) Participating in consortium developing high-quality standards 20

(ii) Adopting standards 20

(B)(2) Developing and implementing common, high-quality assessments 10

(B)(3) Supporting the transition to enhanced standards and high-quality assessments 20

C. Data Systems to Support Instruction 47 9%

(C)(1) Fully implementing a statewide longitudinal data system 24

(C)(2) Accessing and using State data 5

(C)(3) Using data to improve instruction 18

D. Great Teachers and Leaders 138 28%

Eligibility Requirement (b) eligibility

(D)(1) Providing high-quality pathways for aspiring teachers and principals 21

(D)(2) Improving teacher and principal effectiveness based on performance 58

(i) Measuring student growth 5

(ii) Developing evaluation systems 15
(iii) Conducting annual evaluations 10

(iv) Using evaluations to inform key decisions 28

(D)(3) Ensuring equitable distribution of effective teachers and principals 25

(i) Ensuring equitable distribution in high-poverty or high-minority schools 15

(ii) Ensuring equitable distribution in hard-to-staff subjects and specialty areas 10

(D)(4) Improving the effectiveness of teacher and principal preparation programs 14

(D)(5) Providing effective support to teachers and principals 20

E. Turning Around the Lowest-Achieving Schools 50 10%

(E)(1) Intervening in the lowest-achieving schools and LEAs 10

(E)(2) Turning around the lowest-achieving schools 40

(i) Identifying the persistently lowest-achieving schools 5

(ii) Turning around the persistently lowest-achieving schools 35

F. General 55 11%

Eligibility Requirement (a) eligibility

(F)(1) Making education funding a priority 10
(F)(2) Ensuring successful conditions for high-performing charter schools and other innovative schools40

(F)(3) Demonstrating other significant reform conditions 5

Competitive Preference Priority 2: Emphasis on STEM 15 3%

TOTAL 500 100%

Subtotal: Accomplishments 260 52%
Subtotal: Plans 240 48%

CRITERIA FOR EVALUATING RACE TO THE TOP APPLICATIONS


