Exhibit 52

ARKANSAS GENERAL Asocivinw s

EDUCATION SERVICE COOPERATIVES STUDY SUBCOMMITTEE
of the
HOUSE INTERIM COMMITTEE ON EDUCATION
and the
SENATE INTERIM COMMITTEE ON EDUCATION

Senator Jimmy Jeffress Representative Betty Pickett
Co-Chair Co--Chair
MEMORANDUM
TO: The Members of the House Interim Committee on Education

The Members of the Senate Interim Committee on Education

FROM: Senator Jimmy Jeffress, Co-Chair
Representative Betty Pickett, Co-Chair
Education Service Cooperatives Study Subcommittee of the House Interim
Committee on Education and the Senate Interim Committee On Education

SUBJECT: Report of the Subcommittee

DATE: December 19, 2006

At their joint meeting on Thursday, November 17, 2005, the House Interim Committee on
Education and the Senate Interim Committee on Education authorized their respective chairs to
establish and appoint an Education Service Cooperatives Study Subcommittee. The
Subcommittee, to be composed of four (4) members of the House Interim Committee on
Education and four (4) members of the Senate Interim Committee on Education, was charged
with the responsibility of overseeing the implementation and completion of the study regarding
education service cooperatives required by Act 1874 of 2005. A copy of Act 1874 is attached.
The following members of the House Interim Committee on Education and the Senate Interim
Committee on Education were appointed as members of the Education Service Cooperatives
Study Subcommittee:

SENATE MEMBERS HOUSE MEMBERS
Jimmy Jeffress, Chair Betty Pickett, Chair
Henry “Hank” Wilkins, IV Janet Johnson

Shane Broadway David Rainey

Gene Jeffress David Cook

Jim Argue, Ex Officio Joyce Elliott, Ex Officio

The Education Service Cooperatives Study Subcommittee held three (3) meetings. The first
meeting was held on Thursday, September 14, 2006, at 10:00 a.m. in Room 138 of the State
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Capitol. The second meeting was held at 1:30 p.m. on Thursday, October 5, 2006, at the
Dawson Education Service Cooperative in Arkadelphia. The final meeting was held at 1:30 p.m.
on Monday, November 27, 2006, in Room 138 of the State Capitol. Listed below are the topics
discussed by the Subcommittee at each of these meetings:

September 14, 2006

e Legal Basis for the Establishment and Operation of Education Service Cooperatives

e Relationship between the Arkansas Department of Education and Education Service
Cooperatives

e Financial Information Concerning Education Service Cooperatives

October 5, 2006

e Review of Operations of Education Service Cooperatives in other States

e Continued Discussion of the Relationship between the Arkansas Department of
Education and Education Service Cooperatives Concerning Programmatic and Fiscal
Issues

e Discussion of Programs and Services Provided by Education Service Cooperatives

The Subcommittee also briefly discussed the Division of Legislative Audit’s Investigative
Report concerning the Arch Ford Education Service Cooperative. This report was more fully
reviewed by the Joint Performance Review (JPR) Committee at its meeting on October 9, 2006,
at which a motion was adopted for the Education Service Cooperatives Study Subcommittee to
conduct a further investigation and report its findings back to JPR. The report was also an
agenda item discussed by the Legislative Joint Auditing Committee at its meeting on October 13,
2006.

Neovember 27, 2006

e Review of Report on Education Service Cooperatives prepared by the Policy Analysis and
Research Section of the Bureau of Legislative Research
e Review of Draft Legislation Concerning Education Service Cooperatives

The final report of the Education Service Cooperatives Study Subcommittee is attached for your
review. Hopefully, you will find this information beneficial. We are available at your earliest

convenience to discuss any aspect of this memo or the attachments with you.

Attachments
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Executive Summary

The purpose of this report is to compare the Arkansas Education Service Cooperative (ESC)
statewide network to education service center networks in three other states: 1) Texas Regional
Education Service Centers (RESC), 2) New York Boards of Cooperative Educational Services
(BOCES), and 3) Iowa Area Education Agencies (AEA). These states were selected for
comparison because they have been identified by leading experts as among the most effective
and efficient education service networks in the country.

Comparisons are made using two different procedures and sources of information: 1) state
statutes are examined in detail for differences in declarative statements, and 2) chief executive
officers (CEO) (or education service center directors) from each state were interviewed via
telephone with a survey questionnaire to confirm that differences observed in statutes exist in
practice. Extensive probes were used to ensure accuracy and mutual understanding. Four
Arkansas CEOs, and more than one CEO in other states, were interviewed to confirm factual
accuracy. The statutory comparisons are discussed first (Section 1), then the responses from
CEOs in the different states are summarized (Section 2).

These comparisons resulted in the following noteworthy observations about statutory differences
and differences in practice between Arkansas and other states, which are discussed in greater
detail within the context of this report.

For ease of location, observations are encased in rectangles in the report and identified by the
same numbers as shown below.

1) Issues of equity and efficiency are implied (Iowa AEA, Texas RESC), if not stated explicitly
(e. g., Arkansas ESC), in all mission statements calling for the service centers to facilitate
collaboration among school districts. The emphasis on equity is more pronounced in the
statement by Arkansas than in other states.

2) Two states' statutes charge their education service centers to exercise a leadership role’in
local school improvement efforts (New York and Iowa), a precedent that is likely to be
emulated by other states as deadlines for meeting the No Child Left Behind Act (2002)
provisions arrive. The leadership expected of the CEOs of a BOCES in New York is
reinforced by the fact that the CEOs also serve as staff members of the state department of
education. Declaring a leadership role for education service centers in the improvement of
schools in local districts appears to differentiate states like New York and lowa from
Arkansas. As seen in Table 1, Arkansas has no specific statutory statement on the leadership
role of education cooperatives.

3) Table 3 shows the statutory provisions for the alteration or dissolution of an individual
service center in each state education service network. A particularly notable difference
between states indicates that Arkansas education service cooperatives (ESCs) are only
dissolved by a majority vote among school district boards of directors, or upon the
recommendation of an evaluation committee. Other states have an accrediting body (Texas
and lowa) or an education commissioner (Texas and New York) that can dissolve an
individual service center.
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4)

3)

6)

7

8)

The most salient exception to districts automatically being included as members of an ESC
in many states seems to be large cities, such as Little Rock, Arkansas. By contrast, some
states (e. g., Texas, Michigan, Oregon) include large cities in their regional education
service centers.

Governing boards of ESCs in every state reviewed except Arkansas are elected by members
of the component school districts’ governing boards (Table 4). In contrast, one board
member is appointed by each school district within an ESC’s boundaries to serve on the
board of a ESC in Arkansas. Arkansas is the only state among those reviewed that does not
elect board members.

The declarative statement found in Arkansas on a joint service arrangement between two or
more cooperatives seems vague as to whether services are shared with school districts or
other education cooperatives (Table 7).

Chief executive officers (CEOs) of education service centers in all states reviewed are
appointed by the board of directors of the respective centers. However, the appointment
decision is subject to approval by the commissioner of education in Texas and New York.
Arkansas and Iowa are the only states reviewed where the appointment of a chief executive
officer of an education service center is not reviewed by the commissioner of education. In
Iowa, the salary of the CEO is subject to the approval of the commissioner of education.
The statute in Texas specifically states that there is to be a formal state-directed annual
evaluation of the chief executive officer of an education service center by the commissioner.
The commissioner of education in New York evaluates the CEOs, who are employees of the
Department of Education as well as a BOCES. Arkansas and lowa also are the only states
where the CEO is not evaluated by the commissioner of education (Table 8).

In examining the statutorily required roles and responsibilities of chief executive officers,
the only discernable pattern among the states reviewed was that these are administrative or
supervisory in nature. By contrast, the statutory requirements of the chief executive officers
of the lowa AEAs and the New York BOCES explicitly make the connection between the
expected role of these officials and the school improvement efforts of component school
districts. Notably, these statutory pronouncements on the roles and responsibilities of chief
executive officers and their service centers assign a priority to assisting component school
districts in their school improvement efforts.

The following additional differences between states were indicated in the interviews with CEOs
in Arkansas and the other states or otherwise observed in the review of states:

9)

The financial audits in the three states reviewed appeared to be based upon the
Governmental Accounting Standards Board (GASB) 34 financial statement model instead of
the format used in Arkansas. This is more fully discussed on page 29 of this report.
Additionally, staff noted that each of the three states reviewed incorporate regional data on
student achievement in an annual report and/or on the web site of the state education
department or regional educational service center.

10) No real differences were noted among states in terms of evaluation tools or procedures. All

states use client satisfaction forms and surveys to evaluate individual programs, ESCs, and
the statewide network. No state reviewed has a true program evaluation of services. Iowa is
in the preliminary stages of setting up a true evaluation of the services offered in area
education agencies.
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11)

12)

13)

14)

In every state examined, CEOs of ESCs meet together with department of education
officials on a monthly basis to share information and for training in the delivery of various
programs to school districts. In New York, the relationship between the department of
education and the service centers is more formalized by the employment of CEOs in the
department of education as well as the BOCES. In Texas, CEOs are directly accountable to
the commissioner and to an associate commissioner over the regional education service

-centers (RESC). The relationship between lowa AEAs and the state department of

education is similar to the one in Arkansas, where there is a liaison between the ESCs and
the department.

Education service cooperatives in Arkansas provide useful information for administrative
purposes in annual reports, and they do client satisfaction surveys after program sessions
and periodically in schools districts. A statewide client satisfaction survey was done by the
University of Arkansas within the past three years. Annual audits are also done either by the
state or by private firms. A comprehensive administrative investigation (or audit) is done by
the Arkansas Department of Education (ADE) every five years.

While the information provided in annual reports is crucial to monitoring and administrative
decision-making by the ADE, it could be more consistently and systematically reported.
More importantly, existing information, including client satisfaction surveys and audits,
does not evaluate services, programs, cooperatives, or the statewide network. As discussed
in detail in the conclusions section of this report, Arkansas currently does not evaluate ESCs
or the services they offer.

The lack of systematic evaluations of ESCs and services does not permit an objective
assessment of cooperatives in Arkansas. Instead, there is useful information on governance,
staff, services, participation, and financial.
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Arkansas ESCs are
compared to these other
state networks because
these particular systems
have been rated by experts
as in the top echelon of
service networks in the
country in terms of
organization and quality of
services.

Purpose of the Report

This report is designed to compare the Arkansas ESC network to
three other state networks using a series of profiles developed by
Stephens (2001) and to summarize revenues and other characteristics
of Arkansas ESCs. These networks are variously labeled as regional
education service centers (RESC), boards of cooperative educational
services (BOCES), and area education agencies (AEA), respectively,
in Texas, New York, and lowa. For convenience of discussion, these
centers or agencies will be referred to as education service centers
(ESCs).

Section 1. Statutory Comparisons

The following profiles highlight selected structural and
organizational features of statewide education service networks in
Arkansas, Texas, New York, and Iowa. Arkansas ESCs are
compared to these other state networks because these particular
systems have been rated by experts as in the top echelon of service
networks in the country in terms of organization and quality of
services (see Stephens, 2001; Stephens & Keane, 2005).

1) Mission Statement — Declarative statements on the mission or
purpose of the networks cited in statute or administrative rule.

2) Statutory Construction—Statutory provisions for the
establishment, alteration, and dissolution of the networks.

3) Governance-The method used to select the governing boards of
the agencies.

4) Services and Programs—State required core programs and
services and statutory provisions for the offering of discretionary
programs and services.

5) Coordination of services—Both mandatory and voluntary
practices used to facilitate joint planning and coordination
between the state education agencies and the state network.

6) Selection of chief executive officers—The methods used to select
the CEOs of the agencies, and to decide whether or not others
than the governing board of an agency are required by statute to
have a role in the appointment of these individuals.
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Each comparison of the states, using these six profiles, is presented
in a separate table. Noteworthy features of each profile are
discussed, along with any observations about discernable patterns
among state networks.

Mission Statement:
Declarative Statements on the Mission or Purpose of the
Network Cited in Statute or Administrative Rule.

In every state examined, the latest version of the statute and/or
administrative rule governing a state education service network
contains specific declarative statements on the expected mission or
purpose of state support for the system. The declarative statements
presented in Table 1 represent either a complete rewrite (e. g., Texas
RESC), or the retention of all or parts of the original statement
creating these networks, and the addition of new language (e. g.,
New York BOCES and the lowa AEA networks).

Observations

Examining a state's intent in the creation of an education service
network reveals both similarities and dissimilarities. Despite
variances in language, a prominent theme in the declarative
statements of each state is the expectation that the network will
address and contribute to the pervasive and challenging issues of the
equity, efficiency, and the quality of the state system of K-12
education. In terms of dissimilarities, one of the four statements cites
a specific student population to be served (e. g., lowa AEA) whereas
another statement indicates that statewide service centers are to
facilitate collaboration among districts (e. g., New York BOCES).

1. Issues of equity and efficiency are implied (Iowa AEA, Texas
RESC), if not stated explicitly (e. g., Arkansas ESC), in all mission
statements calling for the service centers to facilitate collaboration
among school districts. The emphasis on equity is more pronounced
in the statement by Arkansas than in other states.
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Table 1. Declarative Statements of the Mission or Purpose
of State Support for the Service Network

State Network

Declarative Statement of
Mission or Purpose

Source

Texas RESC

1) Assist school districts in improving
student performance, 2) enable school
districts to operate more efficiently &
economically, and 3) implement initiatives
assigned by the legislature or state
commissioner.

S.B. 1158. 8.002

New York BOCES

1) Carry out a program of shared services,
2) provide instruction in special subjects as
the state commissioner may approve, 3) as
representatives of the state commissioner,
provide forceful leadership in
implementation of state standards, 4) lead
local school improvement, 5) engage
community support, and 6) report & resolve
problems.

Article 40.1

Iowa AEA

1) Provide an effective, efficient, &
economical means of serving, especially
students with learning disabilities,

2) provide pupils K-12 with media services,
3) avoid duplication, 4) provide contract
services to school districts, 5) support
learning for all students, and 6) provide
school improvement leadership services to
schools & school districts.

Chapter 273 and Chapter
72,281-72.1 273

o } prmrmes of: the state as estathh
| General Assembly or the board. -

Education servxce‘icooperatwe established
0y thxs subchapter WLH" [ ov'
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A noteworthy feature of these
declarative statements is the
expectation of the ESCs to
direct their efforts toward
assisting school districts in
their approaches to school
improvement.

A noteworthy feature of these declarative statements is the
expectation of the ESCs to direct their efforts toward assisting school
districts in their approaches to school improvement. This emphasis
seems to reflect a decision by states to utilize the existing network of
ESCs as a primary mechanism to strengthen the infrastructure of the
state K-12 education system, a widely accepted prerequisite for any
sustained statewide school improvement plan (Stephens, 2001).

Declaring a leadership role
for education service centers
in the improvement of
schools in local districts
appears to differentiate states
like New York and lowa from
Arkansas.

2. Two statements in Table 1 specifically charge the ESCs to exercise
a leadership role in local school improvement efforts (New York and
Iowa), a precedent that is likely to be emulated by other states as
deadlines for meeting the No Child Left Behind Act (2001)
provisions arrive. The leadership expected of the chief executive
officers of a BOCES in New York is reinforced by the fact that they
also serve as staff members of the state department of education.
Declaring a leadership role for education service centers in the
improvement of schools in local districts appears to differentiate
states like New York and Jowa from Arkansas.

Another noteworthy feature of the statements in Table 1 is the
declaration by New York that the BOCES are to facilitate inter-
organizational cooperation and coordination with other human
services providers in their respective regions. In practice, most ESCs
in all states are known to be either the catalyst for or an active
participant in numerous inter-organizational arrangements with other
public and not-for-profit human service providers (Stephens, 2001;
Stephens & Keane, 2005). This interagency involvement has been
facilitated by support services for exceptional children and by
network sponsorship of vocational/technical programs and/or adult
education programs, especially the recent federally sponsored adult
literacy initiative (Stephens, 2001). Interagency involvement is
necessitated by specific requirements of state or state/federal
regulations. What is noteworthy, however, is the expression of
intraagency and interagency coordination of services in mission
statements between ESCs, school districts, and other human services
agencies.

Of particular note also is the declaration that the ESC network is to
be an integral part of the infrastructure of the state department of
education in Texas and New York. In both of these states, the
network is to work with and represent the commissioner of education
in school improvement plans.
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Mandatory legislation was

employed in the initial
formation of education

service networks in every

state except New York.

Statutory Construction:
Provisions for the Establishment, Alteration, or Dissolution of a
State Network, or Individual Agency.

As indicated in Table 2, mandatory legislation was employed in the
initial formation of education service networks in every state except
New York. In most cases, efforts were made to closely align the
boundaries with those of one or more county school systems that the
newly created state network replaced, or with those of existing state
supported or endorsed regional planning areas (i.e., Texas) or an
existing state supported regional delivery system (i.e., lowa area
community college districts).

Table 2. Procedures for Creating Networks and Establishing Boundaries

Procedure Used | Major Criteria Used to
State Network to Establish Initial Source
Create Network Boundaries
Texas RESC Mandatory Follows closely twenty | Website'
legislation (1967) | regional economic
planning regions
identified by the state in
the 1960s
New York BOCES | Permissive Coterminous Atrticle 40
legislation (1948) | boundaries with
supervisory districts
lowa AEA Mandatory Follows boundaries of | Chapter 273.3.16
legislation (1975) | area community
college/vocational-
technical districts
created in 1965

Note: 'http://www.aesa.us/map_texas.html |
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Arkansas ESCs are only
dissolved by a majority vote
among district boards of
directors or upon the
recommendation of the
evaluation committee.

center.

3. Table 3 shows the statutory provisions for the alteration or
dissolution of an individual ESC in each state education service
network. A particularly notable difference between states indicates
that Arkansas ESCs are only dissolved by a majority vote among
school district boards of directors or upon the recommendation of the
evaluation committee. Other states have an accrediting body, or an
education commissioner, that can dissolve an individual service

Table 3. Statutory Provision for the Alteration and Dissolution of the Service Centers

State Network

Statutory Provisions

Source

Texas RESC

1) State commissioner shall provide for the
establishment of not more than 20
agencies, 2) he/she may determine actual
number, location, and boundaries so long
as all districts have an opportunity to
secure services, 3) a nonaccredited agency
may be dissolved.

S.B. 1158. 8.001(c)

New York BOCES

Efficacy in the number of BOCES is
subject to review by the state
commissioner whenever a vacancy occurs
in the office of a district superintendent, a
state official who also serves as the chief
executive of a BOCES.

Article 40.1

lowa AEA

1) State board can dissolve a non-
accredited AEA and assign it to an
accredited agency, 2) two or more AEAs
may voluntarily merge if majority of
affected AEA boards & state board
approve & if 20% or more of local district
[approve]. Boards petition for a
reorganization, and 3) an AEA board can
dissolve the agency if approved by local

Chapter 72.281 through
72-114.4(e) and House
File 674

| committee provided for

§ 6-13-102

Note: Legislation in lowa allows the governing board of a school district that is contiguous to a newly

reorganized AEA to petition the governing board of the AEA to be affiliated with the reorganized AEA. If the
petition is approved, it becomes final; if denied, the local district board may appeal the decision to the state board

of education (H.F. 674.5).
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In every state except New York, all local school districts within
geographic boundaries of a particular service center are included as
members of that center. Therefore, they have representation on the
governing body of the center to which they were assigned. All but 17
of the more than 700 school districts in New York are members of a
BOCES. Five of the seventeen — the so-called “Big Five” school
systems serving Buffalo, Rochester, Syracuse, Yonkers, and New
York City — are statutorily excluded in the operation of the BOCES.

An exception to districts'
being included as members
of an education service
center seems to be large
cities, such as Little Rock in
Arkansas.

4. The most salient exception to districts' being included as members
of an education service center seems to be large cities, such as Little
Rock in Arkansas. On the other hand, some states (e. g., Texas,
Michigan, Oregon) include large cities in their regional education
service centers.

Several states have provisions for the voluntary merger of two or
more service centers (e. g., lowa). Other states do not need this
provision because the state commissioner has near absolute authority
to determine the configuration of a state network (e. g., Texas, New
York).

The state boards of education in the two states — Texas and Iowa —
have an accreditation system for their state network that can dissolve
a non-accredited agency. The statutes in the other states are silent on
this issue. The inclusion of a sanction that can be levied against
some predetermined substandard level of performance is one of the
essential features of an effective accreditation system (Stephens &
Keane, 2005).

Governance:
Selected Governance Features.

Governing boards of ESCs in
every state reviewed except
Arkansas are elected by
members of component
school districts’ governing
boards.

S. Governing boards of ESCs in every state reviewed except
Arkansas are elected by members of component school districts’
governing boards (Table 4). In contrast, one board member is
appointed by each school district within an ESC’s boundaries to
serve on the board of a ESC in Arkansas. Arkansas is the only state
among those reviewed that does not elect board members.

10
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Table 4. Election of Governing Board

State Method of Selection Source
Elected Appointed

Texas RESC By RESA governing S.B. 1158. 8.003
board.

New York By convention of Article 40.

BOCES component school
district boards—1 vote
each school district.

lowa AEA By convention of Chapter 273. 8

component school
district boards—
weighted general

opulation vot

There seems to be a desire
to make ESCs responsive to
their component school
districts by having
representatives from each
district on the governing
boards of these centers.

At least two cherished principles seem apparent in these statements.
There seems to be a desire to make ESCs responsive to their
component school districts by having representatives from each
district on the governing boards of these centers. Also, in most states
there is the principle of democracy whereby the governing board is
elected by member school districts.

Services and Programs:
Selected Programming Features.

The following features of the programming practices of the four state
networks are discussed based on the model presented by Stephens
(2001):

1) Required programs and services cited in the current statutes
governing the operation of the network;

2) Discretionary programs and services specifically cited in statute;

3) Examples of current joint service arrangements that stand as

illustrations of how the agencies have enhanced the ability to

11
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State legislatures have been
more inclined to enumerate in
statute types of discretionary
programs rather than types of
required programs.

offer programs and services with improved efficiency and
quality; and

4) - Examples of new role(s) assigned a network in a state’s current
emphasis on improving teaching and learning.

These features are presented in the following tables and narrative
discussion. A comparison of Tables 5 and 6 suggest that state
legislatures have been more inclined to enumerate in statute types of
discretionary programs rather than types of required programs. The
clause “if requested by school districts™ is a relatively common
condition cited in legislative provisions as a prerequisite for an
education service center to engage in a discretionary service
(Stephens, 2001).

12
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Table 5. Statutory References to Required Programs and Services

State Network

Programs and Services Source

Texas RESC

1) Develop, maintain, & deliver services | S.B. 1158. 8.005
to improve student & school district
performance, with emphasis on low
performing campuses, 2) provide
services that enable school districts to
operate more efficiently & economically.

New York BOCES

If requested by 2 or more districts & Article 40
approved by state commissioner, may
provide a range of shared school
services: school nurse; supervisor of
teachers; psychologist; art, music,
physical education teachers; guidance
counselor; special classes for students
with disabilities; career education.

Iowa AEA

1) School-community planning, Chapter 72.281 72.4 (273)
2) professional development,

3) curriculum, instructional, assessment
services, 4) gifted & talented, 5) support
for inclusive schools, 6) media,

7) technology, and 8) leadership

development

The statute in New York
appears to be unique in
identifying criteria for the

The statute in New York appears to be unique in identifying criteria
for the commissioner of education to follow in approving

commissioner of education to  discretionary BOCES services requested by two or more school

follow in approving
discretionary BOCES

services requested by two or

more school districts.

districts. The following criteria is cited: 1) will provide additional
opportunities for pupils; 2) are expected to result in a cost savings to
the school districts; 3) will provide greater opportunities for pupils,

including those with handicapping conditions; 4) will permit students
to earn credit for academic subjects; and 5) will ensure greater or
more appropriate use of BOCES facilities (Boards of Cooperative
Education Services, Chapter 40. (c.bb.2)).
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Table 6. Statutory References to Discretionary Programs and Service

State Network

Programs and Services

Source

Texas RESC

May offer any service requested by any
school district, nonpublic, or charter
school.

S.B. 1158. 8.00

New York BOCES

If requested by 2 or more districts &
approved by state commissioner, may
offer: 1) itinerant teachers in advanced
academic subjects, 2) academic courses,
3) satellite offerings, 4) interactive TV &
other technologies, 5) academic
intervention services, 6) adult training,
and 7) other cooperative programs for
which no state aid may be received.

Article 40

lowa AEA

1) Management services, 2) services
requested by 60% of districts or districts
representing 60% of enrollment, if funds
available, 3) auxiliary services for
nonpublic schools for fee, and 4) other
educational services if approved by state

Chapter 72. 281 72.4

(273)

Coordination of Services:

Selected Joint Service Arrangement.

Current statutes suggest
legislative intent to facilitate
joint service arrangements
between individual education
service centers in most
states; only Texas is
completely silent.

Current statutes suggest legislative intent to facilitate joint service
arrangements between individual education service centers in most
states (Stephens & Keane, 2005). As shown in Table 7, only Texas is
completely silent on joint service arrangements; in practice, regional
education service centers in this state do share services.
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6. Also, the declarative statement as shown in Table 7 in Arkansas on
a joint service arrangement between two or more cooperatives seems

other education cooperatives.

vague as to whether services are "shared" with school districts or

Table 7. Statutory Authority for Joint Service Arrangements

State Network

Statutory Provision

Source

Texas RESC

None Reported

New York BOCES

School districts, community colleges,
public institutions of higher education,
independent institutions of higher
education, public agencies to produce
educational television materials &
programs, & with other BOCES.

Article 40.2 and .4 and .7

Iowa AEA

1) Shall contract, whenever possible, with
other schools for use of personnel,
buildings, facilities, supplies, equipment,
programs & services, and 2) may contract
with another AEA & with other public
agencies to provide special education,

Chapter 273. 3 (6 and 8)

As seen in Table 7, some statutory provisions are more direct in
conveying legislative intent than are others. For example, the lowa

AEAs are instructed that they shall contract, whenever possible, with
other school corporations for use of personnel, buildings, facilities,
supplies, equipment, and programs and services. In contrast, most of
the other statutory provisions are more permissive. The authority to
contract with another educational service agency for the provision of
programs and services is specifically referenced in Jowa and New
York.
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Chief Executive Officers:
Selection of Chief Executive Officer of Service Center.

Arkansas and lowa are the
only states of the states
reviewed where the
appointment of a CEO of an
ESC is not reviewed by the
commissioner of education.

7. Chief executive officers (CEOs) of ESCs in all states reviewed are
appointed by the board of directors of the respective centers.
However, the appointment decision is subject to approval by the
commissioner of education in Texas and New York. Arkansas and
lowa are the only states reviewed where the appointment of a CEO of
an ESC is not reviewed by the commissioner of education. In lowa,
the salary of CEOs is subject to the approval of the commissioner of
education. The statute in Texas specifically states that there is to be a
formal state-directed annual evaluation of the CEO of an ESC by the
commissioner. The commissioner of education in New York
evaluates the CEOs, who are employed by the department of
education as well as a BOCES. Arkansas and Iowa also are the only
states where the CEO is not evaluated by the commissioner of
education.
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Table 8. Appointment and Evaluation of Chief Executive Officer (CEQO)

State Review of Process of State
State Network | CEO Appointment Evaluation of CEO Source
Texas RESC Subject to approval | 1) Annual evaluation by state | S.B. 1158. 8.004
of state commissioner, 2) data
commissioner of reviewed includes results of
education annual client satisfaction
survey of teachers, principals,
& superintendents of school
districts, and 3) any aspect of a
center’s operation is subject to
review.
New York Subject to approval | CEO also serves as a district Article 40.4 (a)
BOCES of state superintendent, an officer of
commissioner of the state education agency, as
education’' well as chief executive officer
of a BOCES-as such, subject
to periodic evaluation by state
commissioner.
Iowa AEA Salary only is Chapter 273.3(5)
subject to approval
of state director of
education

In every state reviewed, the statutes that require an annual report
from all ESCs were very likely passed in part to obtain some
systematic information on the operation and. performance of these
centers and the centers' leadership efforts.

8. In examining the statutorily required roles and responsibilities of
CEOs, the only discernable pattern among the states reviewed was
that these are administrative or supervisory in nature. By contrast,
the statutory requirements of the CEOs of the lowa AEAs and the
New York BOCES explicitly make the connection between the
expected role of these officials and the school improvement efforts of
component school districts. Notably, these statutory pronouncements

In examining the statutorily
required roles and
responsibilities of CEOs, the
only discernable pattern
among the states reviewed
was that these are
administrative or supervisory
in nature.
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on the roles and responsibilities of CEOs and their ESCs assign a
priority to assisting component school districts in their school
improvement efforts.

In Arkansas, existing ESC
boards appear to be aimost
exclusively, if not entirely,
composed of superintendents
of the member school
districts.

The salient contrast between
Arkansas and other states is
the appointment of board
members, whereas other
states elect board members.

Section 2. Organizational Comparisons
Based on CEO Interviews

The remaining discussion is based on a telephone survey of CEOs (or
directors) of ESCs in Arkansas, Texas, New York, and Iowa.
Extensive probes were used to ensure accuracy and mutual
understanding and more than one CEO was interviewed in each state
to check the accuracy of the information. Four different CEOs were
interviewed in Arkansas to determine consistency in organizational
features and procedures. It should be noted at this juncture that there
were no significant discrepancies in responses between the
cooperative CEOs. Hence, the responses from Arkansas CEOs will
be summarized rather than presenting individual responses.

Responses from CEOs are presented in narrative form instead of
tables to allow for more details. To avoid redundancy, the states
examined are discussed together under each organizational feature
according to noteworthy differences.

Members of Governing Board

In Arkansas, each school district board of education appoints one
member to the governing board of the ESC. Existing ESC boards
appear to be almost exclusively, if not entirely, composed of
superintendents of the member school districts. In some cooperatives,
this board elects an executive committee from its members to carry
out duties delegated to it by the governing board.

The salient contrast between Arkansas and other states examined, as
noted in the discussion of statutory declarations, is the appointment
of board members, whereas other states elect board members. In
New York, for example, nominations are made by each of the 15
school districts in a BOCES, and then seven members are elected to
serve on the governing board of the BOCES. Nine members of the
area education agency (AEA) boards in Iowa are elected by weighted
voting from each school district by its population. In both states,
members of the district school board vote for the nominees. In
Texas, each school board casts a vote for nominees to their regional
education service center board.
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The CEO of each Arkansas
cooperative is hired by the
governing board of that
cooperative, using standard
hiring practices found in most
governmental agencies and
businesses.

Some Arkansas cooperatives
use a private firm to do the
audit, whereas other
cooperatives rely on the
Division of Legislative Audit.

Chief Executive Officer of Education Service Center or
Cooperative

The statutory differences among states in hiring and evaluating CEOs
of service centers were confirmed in interviews with CEOs.
Examining these practices in more detail in the interviews, it was
learned that the CEO of each Arkansas cooperative is hired by the
governing board of that cooperative, using standard hiring practices
found in most governmental agencies and businesses. The governing
board in each Arkansas cooperative also does a formal annual
evaluation of its CEO.

lowa has similar hiring practices as Arkansas for CEOs of their
AEAs. However, the salary for a CEO must be approved by the
commissioner of education in lowa, and while CEOs receive an
annual evaluation by their respective AEA boards, they receive an
additional evaluation by all member district superintendents every
four years. These additional evaluations can mean, for example, that
a CEO of an AEA is evaluated by as many as 61 superintendents (an
actual number for one CEO interviewed).

In New York, the BOCES CEO is also employed by the department
of education and carries out the responsibilities of that department in
addition to overseeing the BOCES. Although the CEO is hired and
evaluated every year by the BOCES, all hiring must be approved by
the commissioner of education who also conducts an annual
evaluation of the individual CEO for each BOCES.

In Texas, CEOs also are hired by the ESC boards, with the approval
of the commissioner of education, who annually evaluates CEOs in
addition to the evaluation provided by the respective governing
boards.

Reports and Audits

In Arkansas, each cooperative is audited annually. Some
cooperatives use a private firm to do the audit, whereas other
cooperatives rely on the Division of Legislative Audit. One CEO
explained that a private firm is used because of the delay in reports
from the division.

Cooperatives also provide an annual report to the Arkansas
Department of Education that includes, but is not limited to,
organizational characteristics (e. g., number of districts, students, and
teachers), governance, involvement of teachers in the Teacher
Center, administrative services, direct services to students,
employment practices, and programs.
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Copies of the 2005-06 report from each cooperative are available
from Dr. Brent Benda (501-537-9146; bendab@arkleg.state.ar.us).

The financial audits in the
three states reviewed
appeared to be based upon
the GASB 34 financial
statement model instead of
the format used in Arkansas.

9. The financial audits in the three states reviewed appeared to be
based upon the GASB 34 financial statement model instead of the
format used in Arkansas. This is more fully discussed on page 29 of
this report. Additionally, staff noted that each of the three states
reviewed incorporate regional data on student achievement in an
annual report and/or on the web site of the state education
department or regional educational service center.

Client satisfaction surveys
are administered periodically
to administrators and
teachers to determine how
well programs are received.

The ADE is charged by
statute to conduct an
evaluation of each service
cooperative at least once
every five years.

Evaluation of Cooperatives and Services

According to CEOs, client satisfaction surveys are administered
periodically to administrators and teachers to determine how well
programs are received. Satisfaction forms are also distributed to
program participants after sessions. In addition, a teacher center
committee provides ongoing feedback to cooperative staff about
program needs and performance. This teacher center committee is
composed of at least one representative from each school district.
Regular feedback on needs and performance is also provided by the
school district superintendent from each school district with a
member who serves on the governing board of the cooperative.
CEOs considered having superintendents on the cooperative boards a
real asset because of their intimate knowledge of the needs of schools
and the satisfaction rating of cooperative programs that exist in
school districts.

The University of Arkansas at Fayetteville conducted a client
satisfaction survey of the entire Arkansas ESC network within the
past three years. The survey items covered the general services
provided by the cooperatives to their respective school districts and
the results were compiled in a report by the College of Education and
Health Professions (2003) titled Arkansas Education Service
Cooperative Client Survey.

CEOs of the cooperatives also reported that the commissioner of the
ADE appoints an evaluation team, which is composed of an ADE
official, a local district superintendent, school administrators and
teachers, business leaders, and parents as well as the team's leader.
The ADE is charged by statute to conduct an evaluation of each
service cooperative at least once every five years. Each cooperative
is to participate in an evaluation process that culminates with a one-
day visit by the evaluation team. Prior to this visit, the staff of the
ESC prepare a brief written summary of how the cooperative has
interpreted and implemented management and programming to serve
local school districts. These summaries and other supporting
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This evaluation might be
more appropriately labeled
an evaluation audit to
distinguish it from true
program evaluations that
include measures and
analyses of program activities
and effects or their impacts.

evidence and displays are required to be available on the day of
visitation for review by the evaluation team.

The evaluation manual (dated January, 2002) provided by the ADE
to cooperatives to prepare for evaluation visits indicates that the
evaluation is basically an audit or investigation of issues such as
client satisfaction, service adequacy, extent of local support, and staff
qualifications. No direct measures of program services or outcomes
are indicated in this manual. This evaluation might be more
appropriately labeled an evaluation audit to distinguish it from true
program evaluations that include measures and analyses of program
activities and effects or their impacts (Rossi, Lipsey, & Freeman,
2004). Client satisfaction surveys, for example, represent an
assessment of services by recipients of those services rather than an
independent evaluative measure of the quality of services.

10. No real differences were detected among states in terms of
evaluation tools or procedures. All states use client satisfaction
forms and surveys to evaluate individual programs, ESCs, and the
statewide network. As discussed below, the only possible exceptions
are found in Texas and Iowa. None of the states examined have fully
implemented a systematic program evaluation.

Texas had a systematic
statewide evaluation audit
conducted in 2004 by GMT of
America.

Selected area education
agencies in lowa, on the
other hand, are in the
preliminary trial and error
phase of doing actual
program evaluations.

Texas had a systematic statewide evaluation audit conducted in 2004
by GMT of America, entitled, Management and Performance Review
of Texas Regional Education Service Centers (this report is available
from Dr. Brent Benda at bendab@arkleg.state.ar.us). The 20
regional education service centers in Texas have begun to use this
report as a model for evaluating their services every other year.
However, this evaluation is still in the development stage and is
essentially a very systematic audit of services, client satisfaction, and
their relation to student performance. The evaluation model is not a
true program evaluation as defined by program evaluators (Rossi

et al., 2004).

Comparison of statewide evaluation audits done in Arkansas and
Texas suggest more similarities than dissimilarities, with the audit in
Texas being more detailed and containing systematic
recommendations for change within the service network.

Selected area education agencies in [owa, on the other hand, are in
the preliminary trial and error phase of doing actual program
evaluations, where systematic measures of program activities and
impacts are analyzed in relation to student performance measures.
However, CEOs were clear that these efforts are very preliminary
and need to be further developed. No states other than Texas and
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CEOs reported that they
have monthly meetings as a
group with the liaison from
the ADE and other ADE
officials to discuss pertinent
information for cooperative
CEOs.

lowa have been identified by experts as having program evaluations
of ESCs.

No program evaluation efforts were reported in New York other than
the standard client satisfaction surveys. Every state investigated had
client satisfaction surveys of programs, individual service centers,
and the statewide network.

Organization Affiliation with the Department of Education
CEOs reported that they have monthly meetings as a group with the
liaison from the ADE, Diana Julian. Several other ADE officials
have been at these meetings to present and discuss pertinent
information for cooperative CEOs, such as how to apply for grants or
implement educational programs. In addition, every cooperative
grant has an ADE monitor that communicates with CEOs and other
staff regarding the implementation and activities or services covered
by the grant.

As stated earlier, CEOs of BOCES in New York are also hired by the
department of education. Hence, BOCES services are coordinated by
the department of education and are under the control of the
commissioner of education.

CEOs of the RESCs are directly accountable to the commissioner of
the Texas Education Agency (TEA) and there is an associate
commissioner who serves as the executive director of the statewide
network. There is also a commissioner's cabinet, comprised of the 20
regional education service center CEOs, that meets monthly with this
associate commissioner to coordinate services.

In Iowa, the 11 area AEASs also meet once a month with the
department of education to coordinate services and to receive
consultation on educational programs. Unlike most states, AEAs in
lowa do not sell services to school districts. Rather, AEAs are funded
by the state in the same manner as school districts, and they directly
hire many instructors for programs offered.

To summarize, CEOs of
ESCs in every state
examined meet together with
department of education
officials on a monthly basis to
share information and for
training in the delivery of
various programs to school
districts.

11. To summarize, CEOs of ESCs in every state examined meet
together with department of education officials on a monthly basis to
share information and for training in the delivery of various programs
to school districts. In New York, the relationship between the
department of education and the service centers is more formalized
by the employment of CEOs in the department of education as well
as the BOCES. In Texas, CEOs are directly accountable to the
commissioner and to an associate commissioner over the regional
education service centers. The relationship between lowa AEAs and
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the state department of education is similar to the one in Arkansas,
where there is a liaison between the service centers and the
department.

Despite the existence of a
form for reporting information,
many cooperatives did not
use the same reporting
format or provide the same
information in their latest
annual reports (2005-06) to
the ADE.

Section 3. Observations on Education
Service Cooperatives in Arkansas

General Observations and Analyses of Data Included in Annual
Reports

In this section of the report, various aspects of the 15 existing ESCs
in Arkansas are discussed. Usage of the designation "various
aspects” is apropos because information reported annually by
cooperatives to the department of education is limited, primarily
descriptive, and inconsistent in terms of reporting and organization.
Despite the existence of a form for reporting information, many
cooperatives did not use the same reporting format or provide the
same information in their latest annual reports (2005-06) to the ADE.
For example, Appendix A shows that six of the 15 cooperatives did
not report information on the number of teacher visits (#T Visits)
(NOTE: brief labels are used to identify factors in appendices, owing
to space limitations, but the legend defines factors labeled).
Moreover, at least three other cooperatives appear to have presented
estimates of these visits (based on round numbers), whereas other
cooperatives seem to have presented actual counts. Two
cooperatives did not indicate the number of board meetings they had
in the 2005-06 school year.

Two cooperatives also did not report the number of teachers on the
Teacher Center Committee (#TCCTea) in the table shown in
Appendix A), and one did not indicate how many members are on
that committee (#TCC). Responses indicated that this committee met
about the same number of times in each of the cooperatives
(#TCCMet). It should be noted that several cooperatives do not have
an executive committee (#ExComit), and therefore no executive
meetings (#ExMet), which is optional according the Arkansas statue
The Education Service Cooperative Act of 1985, A.C.A. § 6-13-1001
et seq.. A more detailed discussion of all appendices ensues in the
next section of this report, following a presentation of each
remaining appendix.

Appendix B presents data on the services provided by the individual
cooperatives. A "yes" (Y) or "no" (N) format is used to record data
on whether districts contribute money for media services (DollMed)
and whether the cooperative operates a "make-and-take" center for
teachers (Make Take). The number of teacher visits (TVisits) is
simply the total reported by the various cooperatives. Empty cells
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Existing information in the
annual reports (2005-08)
presented to ADE by each
cooperative is not
consistently reported and,
therefore, no summary can
be presented in terms of
services and programs

offered at each cooperative.

indicate that the information was not provided by the ESC.

The remaining columns (e. g., purchasing, planning, special ed) in
Appendix B and all columns in Appendices C through F are left
blank because of inconsistencies in recording information.
Inconsistencies include where information is found and the format of
recording, labeling or names used for programs and services, and
even what constitutes services versus programs. What are referred to
as programs in some cooperatives are presented as services under a
different program label in another cooperative. Furthermore, it is not
clear in some reports whether programs or services were offered in
2003-06 or were presented to indicate activities normally found at the
cooperative. These inconsistencies in how and where information is
presented together with these definitional problems in what are
services and programs prohibited any accurate count of
programmatic activities at each cooperative.

Initially, the intent in creating Appendices B through F was to record
programs offered at each cooperative to get a sense of the total
number of programs available to school districts and teachers in
Arkansas. However, the more staff of the Bureau of Legislative
Research attempted to categorize activities across cooperatives, the
more apparent it became that reliable and accurate classifications
could not be attained with the existing information. Too much
inference and interpretation would be required to create a
classification of existing data, and satisfactory inter-rater reliability
would not likely be achieved. Even if inter-rater reliability was
achieved between Bureau staff, it is unlikely that the classification
would accurately represent the actual activity of each cooperative.

As aresult, existing information in the annual reports (2005-06)
presented to ADE by each cooperative is not consistently reported
and, therefore, no summary can be presented in terms of services and
programs offered at each cooperative. Appendices B through F are
left in the report to provide an example of the range of services
offered at many cooperatives — these appendices were originally
created to present counts and totals.

Discussion of Observations and Analyses of
Data Included in Annual Reports

The data on the number of students and the number of board
meetings shown in Appendix A raise questions about compliance
with guidelines set forth in The Education Service Cooperative Act of
1985, A.C.A. § 6-13-1001 et seq., which states that there must be

20,000 students and 8 board meetings each year. Several
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The Coliege of Education and
Health Professions (2003) at
the University of Arkansas
conducted a statewide client
satisfaction survey within the
past three years.

The evaluation conducted by
the ADE is more of an
administrative audit than a
conventional program
evaluation.

cooperatives report less than 20,000 students and one reports seven
board meetings during 2005-06. Two cooperatives, as already stated,
did not report the number board meetings.

Generally, the information provided by cooperatives to the ADE
would seem to be useful, including, but not limited to, governance;
financial statements; administration; program description; goals and
objectives; costs of program; and participation. The amount of
programmatic detail as well as where details are located vary
considerably across cooperatives, which makes review of the
information much more cumbersome than necessary.

While the kind of data reported would seem to be relevant to the
ADE for administrative purposes, these data are not useful in terms
of evaluation except as supplemental information.

Cooperatives do conduct client satisfaction surveys annually and
immediately following the presentation of many programs that are
offered. The College of Education and Health Professions (2003) at
the University of Arkansas also conducted a statewide client
satisfaction survey within the past three years. However, client
satisfaction surveys, while essential to finding out how program
recipients assess services, are not program evaluations as typically
defined by professional evaluators (Patton, 1997; Rossi et al. 2004).
The Workforce program has federal requirements that data be
collected on skill acquisition, program completion, and job
placement. However, outcome data do not appear to be collected for
other programs.

The evaluation conducted by the ADE is more of an administrative

audit than a conventional program evaluation (Patten, 1997; Rossi et

al., 2004). As stated in the Arkansas Department of Education

Evaluation Manual (2002, p. 15), "each evaluation shall include, but

not be limited to, an investigation of user satisfaction, service

adequacy, extent of local financial support, staff qualifications, and

performance and administrative effectiveness.” The schedule of the

evaluation team site visit indicates the nature of the audit or

investigation as follows:

1) forty-five minutes is given to cooperative staff presentations,

2) an hour and a half is allotted to review of printed material and
interviews of cooperative staff,

3) one hour is given to evaluation team work,

4) half an hour is devoted to preparation of reports, and

5) half an hour is allotted to an exit conference.

The Evaluation Manual is provided by the ADE to ESCs as a guide
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To evaluate the effect or
impact of programs and
individual cooperatives per
se, outcomes need fo be
specified and measured with
validated instruments.

for preparing materials for the audit or investigation; the latter term
is used by the ADE in the manual.

Ten brief reports (e. g., five pages) of the investigations of
cooperatives from 2002 were made available by the ADE. These
brief reports consist primarily of recommendations made to ESCs for
improving various administrative functions as well as services.
These reports suggest that ESCs receive some valuable feedback
from the ADE concerning their operation and services.

Similar to other state education service networks, the cooperatives in
Arkansas are not evaluated in the traditional sense of a program
evaluation. A program evaluation typically entails at least two
phases: 1) a process evaluation, and 2) an outcome evaluation. A
process evaluation often is based on a combination of qualitative and
quantitative data on the processes used to design, implement,
manage, monitor, and evaluate a program.

Much of the data currently presented to the ADE by cooperatives
would be used in a process evaluation, although additional
information on exactly how services are delivered would be needed
(see Rossi et al., 2004). The outcome phase of a program evaluation
is not included in audits or reports on cooperatives. To evaluate the
effect or impact of programs and individual cooperatives per se,
outcomes need to be specified and measured with validated
instruments (Patten, 1997; Rossi et al., 2004). To complete the
evaluation, outcomes need to be examined in relation to program
inputs (or measures of services) to determine the effects of the
services. Measures of services need to extend beyond simple
indications of whether they are delivered, frequency of occurrences,
number of clientele, and client satisfaction. Although each of the
existing measures provides valuable information for administrative
auditing purposes, they are not objective direct measures of services
that can be used to determine the effects or impact of services on
desired outcomes.

For example, one of the most formidable provisions of the No Child
Left Behind Act (2002) for school districts is Adequate Yearly
Progress (AYP), which requires states to develop measurable annual
targets for increasing the percentage of students within all specified
subgroups that reach Proficient and Advanced levels of achievement.
As stated earlier on page 7 of this report (observation #2), New York
and Iowa have statutory statements that education service centers
will take a leadership role in improving student performance. The
quality or usefulness of many services offered at cooperatives could
be evaluated in relation to their contribution to student performance
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It is possible to find out how
much a factor (e.g., a
particular ESC) contributes to
student performance relative
to other factors considered
together in the same
analyses.

Assessing teachers who work
for the cooperative might be
a measure of services (or
impact factor), whereas
assessing teachers who are
clients may be an outcome.

if the services are measured objectively and validly. There are
existing measures of quality of services, and pre-post test designs can
be used to measure student gains in knowledge and skills (Odden &
Wallace, 2006).

The relationships between cooperative services and student
performance would have to be examined with very sophisticated
analyses because of the many factors (e.g., student, family, and
teacher) that contribute to gains in student performance (Milanowski,
2004; Odden, Borman, & Fermanich, 2004). However, a
sophisticated literature and strong methodologies are being
developed to separate out the individual effects of many factors when
they are analyzed simultaneously (Milanowski, Kimball, & Odden,
2005; Odden et al., 2004). In other words, it is possible to find out
how much a factor (e.g., a particular ESC) contributes to student
performance relative to other factors considered together in the same
analyses. Findings are clear that no one factor is sufficient to elevate
student performance; rather, performance is the result of a
combination of factors, such as quality of teaching and classroom
environment (Odden & Wallace, 2006). Furthermore, many services
at cooperatives could not be expected to have any realistic affect on
student achievement gains, such as drug testing of bus drivers or
training bookkeepers.

As an example of evaluating a service offered by cooperatives, one
measure of professional development services provided by most
cooperatives could be assessments of teachers' knowledge and skills
(Odden and Wallace, 2006). Validated assessment instruments,
based on widely accepted teaching standards, have been developed
for this purpose (Odden et al., 2004). Teachers in the cooperatives
could be assessed along with teachers who receive professional
development and other services at the various cooperatives.
Assessing teachers who work for the cooperative might be a measure
of services (or impact factor), whereas assessing teachers who are
clients may be an outcome. Relationships between assessment
ratings of teachers in cooperatives and teachers who receive
professional development at these cooperatives could then be
examined in relation to student performance gains. These analyses
would reveal the linkage between professional development services
provided in cooperatives and increases in quality of teaching and in
student performance.

Even if these more rigorous evaluation tools and procedures are not
adopted immediately, attention could be given to analyzing data that
is presently available. For example, relationships could be examined
between the number of teacher visits to cooperatives and teaching
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assessments, assuming ratings are discriminating. These
relationships could be further disaggregated into kinds of services
received to identify which services are contributing to higher teacher
performance. These analyses may require more systematic
assessments of teachers than currently exist in many school districts,
which are rapidly being developed in several locations across the
country (see review, Odden & Wallace, 2006).

Observations on Fiscal Matters

Staff performed a limited review of information relating to the
funding sources and revenues of the ESCs for the year ending

June 30, 2006. The information is based upon revenue information
reflected in the APSCN and provided to the Bureau of Legislative
Research by APSCN staff. Total revenues reported for all 15 ESCs
for the year ending June 30, 2006 was $78,130,598.39 consisting of
$39,201,204.10 state assistance, $20,202,638.92 federal assistance
and $18,726,759.37 local revenues. A detailed comparison of the
FY2006 revenues for the ESCs based on this information is presented
at Appendices G, H, and I. Possible limitations on the comparability
of the data include possible coding differences among the ESCs or
summarization decisions made by staff. This comment may
particularly apply to the information presented on local sources of
revenues included as Appendix I. The following general
observations are made based upon a limited review of the financial
information provided through extracts from APSCN, financial
information included in the annual reports of the ESCs, and audit
reports of previous years available on the website of the Division of
Legislative Audit.

Diversity of Funding Sources and Programs

A number of programs and state funding sources are provided on a
consistent or relatively consistent basis to the ESCs. Examples of
such programs and funding include base funding for ESCs, early
childhood special education, certain types of technology assistance,
and Smart Start funding. Some of the key differences noted include:

State Assistance:
Adult Basic or General Education (only 2 reporting revenues)
Workforce Education (substantial differences noted)
Arkansas Better Chance (significant variations in funding)
Tobacco Prevention (8 reporting grant revenues)
College Prep Enrichment (7 reporting state assistance)

Federal Assistance: Appendix H reflects significant variation
in the types and amounts of federal financial
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Most of the financial audit
reports of the Arkansas ESCs
utilize the Regulatory Basis of
Accounting as permitted, but
not required by ACA § 10-4-
413. Financial audit reports in
the three states reviewed for
this report appear to be using
GASB 34 formats.

assistance utilized by the ESCs.

Local Revenues: Observations include (1) the most significant
Cooperative purchasing was at Arch Ford
Educational Cooperative, (2) most funding for
professional development activities appears to be
derived from local sources, and (3) some
Cooperatives have significant fund balances as
indicated by interest/investment earnings)

Financial Audit Reports

Most of the financial audit reports are prepared by the Division of
Legislative Audit. Benefits of financial audits include an assessment
of internal controls over financial reporting, compliance with state
regulations applicable to ESCs, and compliance with requirements of
federal assistance administered by the ESCs.

Most of the financial audit reports of the ESCs utilize the Regulatory
Basis of Accounting as permitted, but not required by ACA § 10-4-
413. The ADE has promulgated rules governing the Regulatory Basis
of Accounting. The Regulatory Basis format provides some relief
from certain requirements of GASB 34 such as the preparation of
entity-wide financial statements, a Management Discussion and
Analysis Section, accrual based accounting, and a Statement of
Activities. Financial audit reports in the three states reviewed for this
report appear to be using GASB 34 formats.

We do note that there are some considerations that may limit the
usefulness of financial audit reports for some oversight and program
monitoring purposes.

Rule 4.06 for the Regulatory Basis of Accounting indicates that
"Revenues shall be reported by major sources, and expenditures shall
be reported by major function." The revenues and expenditure
classifications presented in the financial audit reports are derived
from information reported in APSCN. However, state assistance is
reported as a single line in the financial statements and the major
function level for expenditure reporting is generally at a higher level
than program level reporting. It should be noted, however, that the
levels of revenue and expenditure reporting in these reports appear
substantially the same in the GASB format.

Rule 4.04 for the Regulatory Basis of Accounting indicates that the
major funds will be a general fund and a special revenue fund
presented in separate columns. All other governmental funds are to
be presented in the aggregate. As a practical matter, most state
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Inconsistencies were noted in
the definitions of programs
and the amount of financial
information included.

Annual Reports may be the
most logical place to focus
efforts to improve
consistency and value of
cooperative reporting due to
the timeliness of such
reports, the programmatic
emphasis of the reports, and
the inclusion of statistical
information.

assistance and local assistance will be presented in the general fund,
with expenditures from both funding sources combined at the major
function level.

The effect of the rules discussed above is that the audit report
financial presentations do not easily align with the level of
information presented in the annual reports prepared by the ESCs or
with the programs provided in relevant appropriation acts.

Financial Information in Annual Reports

A key component of the annual reports prepared by the ESCs is
individual program summaries. Generally the program summaries
include a program narrative, financial, staffing information, and
statistical information. Generally the program summaries contain
good information, but some inconsistencies were noted in the
definitions of programs and the amount of financial information
included. Inconsistencies were also noted in the review of annual
reports regarding the inclusion of an overall financial summary and
its content and format.

Annual Reports may be the most logical place to focus efforts to
improve consistency and value of cooperative reporting due to the
timeliness of such reports, the programmatic emphasis of the reports,
and the inclusion of statistical information. The annual report is also
probably a logical place to consider the appropriateness of linking
information on the program efforts of ESCs and student performance
trends in the school districts they serve. Additionally, a schedule
reflecting school district participation in the various programs
provided by the ESCs would be probably be helpful information.

Cost Allocation and Indirect Cost Recovery

Limited observations of revenue coding suggest that it may be
appropriate for the ADE or another oversight entity to review the
methodologies followed regarding cost recovery of general and
administrative costs and costs charged to federal grants as indirect
costs to ensure the use of consistent practices among the ESCs.

Federal Grants

Due to the diversity of federal assistance utilized by the ESCs as
indicated at Appendix H, it may be appropriate for the ADE to
provide information to each ESC on federal assistance programs that
may be available and appropriate for ESC programs.
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Conclusions

Statutory and Practice Differences Between States

In conclusion, one of the most noteworthy observations about
differences between states in the organizational arrangement of the
ESCs is the accountability of CEOs to commissioners of education.
In Arkansas the hiring and evaluation of CEOs are exclusively done
by the governing boards of ESCs; whereas, commissioners of
education annually evaluate CEOs in Texas and New York and
approve all hiring of CEOs of ESCs. In lowa, the salary of CEOs of
AEAs must be approved by the commissioner of education.
Furthermore, CEOs in New York are hired to assume responsibilities
in a BOCES as well as in the department of education. In Texas,
CEOs of ESCs are directly responsible to an associate commissioner
in the Texas Education Agency who coordinates the services of the
20 regional centers.

Another particularly striking observation is the explicit statements in
the statutes of New York and lowa that charge the service centers to
exercise a leadership role in local school improvement efforts. This
leadership role would seem to be important in complying with
provisions of the No Child Left Behind Act (2002).

The election rather than appointment of members to governing
boards of ESCs is another conspicuous difference between states.
Arkansas stands alone among the states reviewed in appointing board
members.

Staff observed reporting of regional student achievement in each of
the three other states reviewed in the form of a Regional Report
Card, performance report, or information available on a web site.

Finally, the lack of systematic program evaluation of services in
statewide networks is surprising with the current emphasis on
improving student performance in the No Child Left Behind Act
(2002). .

Education Cooperatives within Arkansas

The annual reports provided to the ADE by each of the 15 ESCs are
replete with information that is useful for administrative purposes.
Characteristics of the education cooperative and staff are presented
along with program descriptions, financial reports, and usage of
services by teachers, districts, and others. The information provided
by ESCs in Arkansas to the ADE in these reports is very similar to
information presented in other states to departments of education.
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Annual reports, audits, and
client satisfaction surveys are
very useful tools for the
collection of information
essential to monitoring and to
decision-making. More
objective and direct
measures are needed to
capture the effects of
services.

This type of information would seem to be very useful for
administrative and auditing purposes to the ADE. Ease and
usefulness of the information could be greatly improved by
consistency in entering data and in the reporting format.

ESCs in Arkansas also conduct client satisfaction surveys
immediately after program sessions and periodically on a more
global basis among school districts. The University of Arkansas has
done a statewide client satisfaction survey within the past three years,
and the ADE does a day-long onsite audit of cooperatives every five
years. A few programs, such as Workforce, seem to have outcomes
that are recorded, including skills learned, graduation, and job
placements. The types and timing of client satisfaction surveys are
very common among all states reviewed.

Annual reports, audits, and client satisfaction surveys are very useful
tools for the collection of information essential to monitoring and to
decision-making. However, program evaluations (Patton, 1997;
Rossi et al., 2004) provide additional information essential to
planning, designing, implementing, monitoring, evaluating, and
modifying services and programs that is not obtained in reports,
audits, and client satisfaction surveys. For example, information on
staff qualifications, program goals and objectives, participation, and
client satisfaction does not inform decision-making on the quality or
effectiveness of services and programs. More objective and direct
measures are needed to capture the effects of services. Direct
measures of education services in school districts are being used in
selected areas of the country, along with specific outcome measures
(e. g., Milanowski et al. 2005; Odden & Wallace, 2006).

These more direct measures and methods of program evaluation

(e. g., Rossi et al., 2004) would seem to be the next logical step in
educational reform because of the stipulations in the No Child Left
Behind Act (2002) that require states to provide empirical evidence
on gains in student achievement. Increasingly, education systems
need to have a better understanding of what factors contribute to
gains in achievement. For example, there is a growing literature that
clearly demonstrates that quality of teaching is one of the strongest
predictors of positive changes in student scores (see reviews,
Milanowski, 2004; Odden & Wallace, 2006). There is also evidence
that professional development is a key factor in enhancing the quality
of teaching (Milanowski, 2004), and professional development is a
valuable service offered by Arkansas ESCs. Hence, evaluations of
professional development would provide objective information on
content, amount, and delivery methods for the more efficient and
effective approaches to services.
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Knowing the efficiency and
effectiveness of services is
critical to designing a
program, an ESC, and a
statewide network that makes
a real contribution to the
educational goals of the
state.

- Knowing the efficiency and effectiveness of services is critical to

designing a program, an ESC, and a statewide network that makes a
real contribution to the educational goals of the state. To accomplish
this efficiency and effectiveness, more direct and objective measures
and more sophisticated methodological tools are needed to analyze
the complex interrelated factors involved in enhancing student
learning gains (Milanowski, 2004; Odden et al, 2004). Some of these
factors are under the purview of ESCs, whereas others reside
primarily, if not entirely, within the classroom and school district
(Odden & Wallace, 2006). At the same time, many factors have
interrelated effects on student achievement, such as professional
development contributing to the quality of teaching, which in turn is
the preeminent factor in student learning gains.

To identify factors and linkages between factors that actually
contribute to accomplishing the education goals of the state, program
evaluations of services, cooperatives, and the entire statewide
network are essential. Program evaluations provide objective
information in addition to essential information being provided by
existing mechanisms.

In a nutshell, existing information does not allow an objective
evaluation of the quality or effectiveness of services or ESCs in
Arkansas.

Staff suggests the items listed below for consideration as steps
toward improving the available information included in the annual
reports on ESC programs and accomplishments. These proposed
initiatives should also enhance the ability to provide comprehensive
information to members of all ESCs:

1) Development of a standard set of program and service
descriptions, statement of purpose or objective and method of
program or service evaluation to be used consistently by all ESCs
in the annual report. Greater standardization of program and
service descriptions would enhance comparability among ESCs
and the meaningfulness of a standard set of evaluation or
accountability criteria. This is not to suggest that ESCs have the
same programs and services, but is intended to say that programs
and services should be consistently described within the system
of all ESCs. These efforts would require the input from the
participating schools, the ESCs, the ADE, and the House and
Senate Interim Committees on Education.
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2)

3)

4)

Development of a standard format for reporting information on
the frequency and amount of participation of districts, individual
schools, and teachers in every program and service.

Standardization of a Financial Summary by Program/Service for
inclusion in the annual report prepared by the ESCs.

Inclusion in the annual report of information on key student
achievement in the schools within the service area of each ESC.
While ESCs are only one factor affecting student achievement,
this information should help to focus attention on the types of
programs needed within the service area. Consideration should
also be given to including this type of information on a web site
of the ADE and/or each ESC. Staff also notes that the ADE
needs time to evaluate the feasibility and potential costs of
providing or compiling student achievement data by ESC service
area.
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Stricken langunage would be deleted from and underlined language would be added to the law as it existed
prior to this session of the General Assembly.

Act 1874 of the Regular Session
State of Arkansas

85th General Assembly A Bill

Regular Session, 2005 HOUSE BILL 2645

By: Representative Elliott

For An Act To Be Entitled
AN ACT TO PROVIDE FOR AN INTERIM STUDY BY THE
HOUSE INTERIM COMMITTEE ON EDUCATION AND THE
SENATE INTERIM COMMITTEE ON EDUCATION CONCERNING
EDUCATION SERVICE COOPERATIVES.

Subtitle
AN ACT TO PROVIDE FOR AN INTERIM STUDY
BY THE HOUSE INTERIM COMMITTEE ON
EDUCATION AND THE SENATE INTERIM
COMMITTEE ON EDUCATION CONCERNING
EDUCATION SERVICE COOPERATIVES.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. (a) The House Interim Committee on Education and the

Senate Interim Committee on Education shall jointly conduct a study of

education service cooperatives relative to instructional improvements and

support services to the Department of Education and to local school

districts.

(b) The committees shall complete the study and make their findings

and recommendations by October 31, 2006.

APPROVED: 04/08/2005

AR P



