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Rural Education and the Rural Education Achievement
Program (REAP): Overview and Policy Issues

Summary

Advocates for rural local educationa agencies (LEAS) maintain that these
school districts have many advantages — for example, that rural schools are more
likely to be closely connected to the community, parents, and studentsthanisthe case
in larger, urban and suburban LEASs. At the sametime, rural schools face avariety
of challenges, both in genera (such as lack of access to cultural and educational
resources) and morespecifically regarding current federal requirementsrelated tothe
No Child Left Behind Act, or NCLBA, (such as specia problems meeting the
requirement for “highly qualified” teachers under NCLBA).

There are many ways to define arural school. The definition of arural school
can be based on location (e.g., distance from metropolitan areas), by size, or by
population density. Targeting can also be based on how poor arural school district
is. Depending on the definition used, the number of rural LEAs can vary from 11%
to more than 60% of all LEAS, and can be said to serve as few as 2% of all public
school students to as many as one-quarter of all students.

Rura school districts differ in important ways from their urban and suburban
counterparts. Rural districts tend to have fewer minority students. while large and
mid-sizecitiesoften have majority minority student popul ations, rural school districts
tend to be predominantly white. Rural districts tend to have smaller schools. For
example, high schools in rura areas have an average enrollment of about 200
students, while urban and suburban high schools average between 800 and 1,200
students. Similarly, rural schools have fewer teachers (for example, 20 teachersfor
the average rural high school and nearly 60 teachers for the average urban high
school). Finally, rural districts are lesslikely to have special schools and programs.
For example, nearly 10% of urban schools are charter schools, while lessthan 2% of
rural schools are charters.

One way that Congress has aimed to aid rural schools is through the Rural
Education Achievement Program (REAP), which providesfundsto small, rural LEAS
(an enrollment of lessthan 600) and relatively poor rural LEAS (achild poverty rate
of at least 20%). Approximately 4,000 LEAS receive funds under the Small, Rural
Schools Achievement program (SRSA), and an additional 1,200 LEAsreceive Rural
Low-Income School (RLIS) grants.

The REAP program is part of the Elementary and Secondary Education Act
(ESEA), which the 110" Congress is expected to consider for reauthorization. One
possible policy questioninvolvesapotential changeinhow rural LEAsareidentified
under the program. The statute specifiesthe use of local e codesto determine which
LEASs are located in rural areas. The U.S. Department of Education (ED) has
proposed changes to the determination of locale codes. If adopted, the new locale
code system could eliminate some LEAs from eligibility for REAP funds (perhaps
asmany as400 from the SRSA program) and add newly eligible LEASs (perhaps 35).

This report will not be updated.
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Rural Education and the Rural Education

Achievement Program (REAP):
Overview and Policy Issues

Introduction

Advocatesfor rural schoolsarguethat these school shave many advantages. For
example, the Wisconsin Rural Policy Network Forum listed anumber of advantages,
including the following:

Rural teachers are key members of the community and tend to know
the students and their families.

Rural schools have a flatter organizational structure with fewer
layers than non-rural school systems, and are able to adjust or adapt
relatively quickly to change.

Studentsin rural schoolstend to support one another with activities,
such as peer mentoring.

The schoolswithin rural communities are very visible and strongly
connected with the community.*

Rural school advocates also admit that rural schools face challenges.
include the following:

Rural schoolsfaceextremefiscal limitations, whichresultinvarious
problems, such as limited range of curricular options and alack of
advanced placement course offerings as well as difficulties
providing competitive salariesto attract and retain highly qualified
teachers.

e Rural schoolstend to have declining enrollment.
e Many rural schoolsarein sparsely populated areas, which resultsin

several problems, such as high transportation costs and limited
access to cultural and educational resources.?

These

In addition to these general challenges, rural local educational agencies(LEAS)
may face particular problemsmeeting requirementsof the Elementary and Secondary
Education Act (ESEA) asamended by theNo Child Left Behind Act (NCLBA), such
as standards of adequate yearly progress (AY P), consequences of failure to make

! Wisconsin Department of Public Instruction. Summary of the Official Proceedings
Wisconsin Rural Policy Network Forum, January 2004. Downloaded from [http://www.
dpi.state.wi.us/rural/pdf/ri_sum.pdf] on December 5, 2006, pp. 2-3.

2 |bid., pp. 3-5.
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AYP (such as providing public-school choice and supplementary educational
services), and ensuring that all teachers of core academic subjects (such as math and
science) are“highly qualified.”® The Government Accountability Office (GAO) has
found that rural school districts may be more likely than other districts to face
problems in complying with NCLBA requirements. GAO findings include those
listed below.

e Achieving NCLBA goals for large enrollments of economically
disadvantaged students present more challengesfor rural LEAsthan
for nonrural LEAS.

e Somerural districtslack the community resources, such aslibraries
and museums, which may support improved academic performance.

e Compared with nonrural LEAS, rural LEAs are more likely to
experience problems recruiting teachers because of difficulties
offering competitive salaries.

e Small rural districts are more likely to report that factors related to
school size and geographic isolation, such as limited personnel,
makeit difficult to release teachers and administrators for attending
conferences and training, impeding their ability to implement
NCLBA requirements.

e Some rura districts indicated limited numbers of staff created
difficulties completing NCLBA requirements, such as reporting on
school progress.*

Both the U.S. Department of Education (ED) and the Congress have sought to
addressconcernsof rural school districts. Inresponsetothe GAO report, ED pointed
out that it has attempted to provide additional flexibility to rural LEAS. For example,
ED alows teachersin rural LEAS “extratime — up to 3 years — to meet teacher
qualification requirements,” and permits statesto “ use asingle state test for teachers
to demonstrate subject matter competency for core academic subjects.”®> Congress
has enacted and funded the Rural Education Achievement Program (REAP) to help
address challenges that rural LEAsface.

% See, for example, the following CRS reports: CRS Report RL 32495, Adequate Yearly
Progress(AYP): Implementation of the No Child Left Behind Act, by Wayne C. Riddle; CRS
Report RL30834, K-12 Teacher Quality: Issues and Legislative Action; by Jeffrey J.
Kuenzi; and CRS Report RL31329, Supplemental Educational Servicesfor Children from
Low-Income Families Under ESEA Title I-A, by David P. Smole.

4 U.S. Government Accountability Office (GAO), No Child Left Behind Act Additional
Assistance and Research on Effective Srategies Would Help Small Rural Districts,
GA0-04-909, September 2004. (Cited hereafter as GAO Effective Strategies).

® “Meeting Minutes of Secretary’s Rural Education Task Force,” October 14, 2005, p. 7.
Downloaded from [http://www.ed.gov/nclb/freedom/local/rural/index.html#meetings] on
December 5, 2006. (Cited hereafter as “ Task Force Minutes’).
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What Is a Rural School District?

Degspite the interest and concern of Congress and others about rural school
districts, determiningwhich LEAsarerural iscomplex and sometimescontroversial.
Complexity and controversy can result because different definitions of “rural” can
result in significant changesin the number of such LEAsand on thetargeting of any
program aimed at assisting them.

Estimates of the number of rural districtsvary widely. For example, according
to the Secretary of Education’ stask force on rural education, “forty three percent of
the nation’s public schools are in rural areas’ and “nearly one-third of America's
school-aged children attend public schools in these communities.”®  Presumably
using a more stringent definition, the GAO found that “in the 2001-02 school year,
rural districts comprised 25 percent of all school districtsin the country.”’

Among possible characteristics that might be used to identify rural LEAS are
location, size, population density, and poverty level. Table 1 shows numbers and
characteristics of LEAs identified as rural based on these characteristics.

Location

A rural LEA might be defined asonelocated in arural area. But whatisarura
area? ED’ sNational Center for Education Statistics (NCES), in cooperationwith the
Census Bureau, has devised a typology to classify the location of LEAs and
individual schools. NCES uses these “locale codes’ to classify each school in an
LEA based on its geographic location. NCES than categorizes each LEA based on
the code or codes assigned to each school .2 Since the 1980s, NCES has used the so-
called “metro-centric” locale codes, which have 8 classifications. As discussed
below, NCES and the Census Bureau have recently changed codes to an “urban-
centric” system with 12 classifications.

Metro-Centric Locale Codes. Metro-centric locale codes are based on the
physical location represented by an address that is matched against a geographic
database maintained by the Census Bureau. This database is the Topographically
Integrated and Geographically Encoded Referencing system, or “TIGER.”® Metro-
centriclocale codes are used to classify schoolsand LEAsaccording to thefollowing

typology:*°

® Task Force Minutes, p. 5.
" GAO Effective Srategies, p. 2.

8 Thegeneral rubricisthat an LEA isassigned the locale code of the schools enrolling 50%
or more of the LEA’s students. If no single code accounts for 50% or more of an LEA’s
students, the LEA is assigned the code of schools accounting for the highest percentage of
its students.

° Source: NCES website at [http://nces.ed.gov/ccd/rural_locales.asp).
19 |bid.
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1. Large City: A central city of a core based statistical area (CMSA) or
metropolitan statistical area (M SA),* with the city having a popul ation greater
than or equal to 250,000.

2. Mid-Size City: A central city of a CMSA or MSA, with the city having a
population less than 250,000.

3. Urban Fringe of a Large City: Any territory within a CMSA or MSA of a
Large City and defined as urban by the Census Bureau.

4. Urban Fringe of aMid-size City: Any territory withina CMSA or MSA of a
Mid-size City and defined as urban by the Census Bureau.

5. Large Town: An incorporated place or Census-designated place with a
population greater than or equal to 25,000 and located outside a CMSA or
MSA.

6. Small Town: An incorporated place or Census-designated place with a
population less than 25,000 and greater than or equal to 2,500 and located
outssideaCMSA or MSA.

7. Rural, Outside M SA: Any territory designated as rural by the Census Bureau
that isoutside a CMSA or MSA of aLarge or Mid-size City.

8. Rural, Inside MSA: Any territory designated as rura by the Census Bureau
that iswithina CMSA or MSA of aLarge or Mid-size City.

AsTable1 shows, LEAs categorized by NCES as rural (locale codes of 7 and
8) account for over 50% of all school districts and nearly 18% of all students.
Including LEAS categorized as locale 6 (small towns) accounts for over 60% of all
school districts and 25% of al students.

As noted above (footnote 8) NCES classifies LEA status based on the code of
amgjority or plurality of its schools. A more stringent definition is to classify an
LEA asrural only if all of itsschoolsare classified asrural. Table 1 showsthat this
definition makes a significant difference: reducing the number of LEAS defined as
rural from 8,200 to 7,200 and cutting the number of students served by rural LEAS
by 4 million. Reductionsare also seen when this more stringent definition isapplied
to the 6, 7, and 8 classification.

1 According to the Census Bureau website [http://www.census.gov/popul ation/www/
estimates/aboutmetro.html]:

The United States Office of Management and Budget (OMB) defines
metropolitan [urban core area with a population of 50,000 or more] and
micropolitan [urban core area with a population between 10,000 and 50,000]
statistical areas according to published standards that are applied to Census
Bureau data. The general concept of a metropolitan or micropolitan statistical
areaisthat of acore area containing a substantial population nucleus, together
with adjacent communities having a high degree of economic and social
integration with that core. . . . The term “core based statistical area’ (CBSA)
became effectivein 2000 and referscollectively to metropolitan and micropolitan
statistical areas.
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Table 1. Various Definitions of Rural School Districts

Number of | Percentage
school of school
districts districts
meeting meeting

Estimated Estimated criterion | criterion
number of enrollment in with with
school Per centage school poverty poverty
districts of all districts |[Percentage| rateof rate of
Rural school district meeting school meeting of total 20% or 20% or
criterion criterion districts criterion | enrollment more more

LEA categorized aslocae
codeof 70r 8 8,213 51.5% 8,502,709 17.7% 2,061 25.1%

All schoolsin LEA
categorized as locale code of

7or8 7,222 45.3% 4,486,772 9.3% 1,858 25.7%
LEA categorized aslocae
codeof 6,7, 0r 8 9,964 62.5% 12,183,312 25.3% 2,618 26.3%

All schoolsin LEA
categorized as |ocale code of
6,7, 0r 8 9,322 58.4% 9,398,303 19.5% 2,533 27.2%

All schoolsin LEA meeting
new locale codes of rural (41,

42, 43) 5,957 37.3% 3,206,824 6.7% 1,641 27.5%
LEA with enrollment less than
600 6,579 41.0% 1,612,972 3.4% 1,336 19.5%

LEA in counties with fewer
than 10 persons per square

mile 1,757 11.0% 844,233 1.8% 550 31.3%
Total enrollment PK to 12 48,093,461
LEAswith enrollment > 0 15,955 3,382 24.3%?

Source: CRS analysis of CCD data for school year 2003-2004.

a. Percentage based on number of LEAsfor which poverty data are available (approximately 14,000)

Urban-Centric Locale Codes. Over the last two years, NCES has worked
with the Census Bureau to revise location classifications for schools and LEAs. To
differentiate this new system from the old locale codes, these are termed “urban-
centric” locale codes.*> NCES provides two reasons for these changes. First,
improvement in geocoding permits precise location of most schools based on
longitude and latitude. The second reason is changes made by the Office of

12 According to NCES, the metro-centric codes are based on metropolitan statistical areas
and are coterminouswith counties. The urban-centric codesrely on urbanized areas, which
are densely settled geographic coreswith densely settled areas surrounding them. “Meeting
Minutes of Secretary’s Rural Education Task Force,” April 27, 2006, p. 9. Downloaded
from [http://www.ed.gov/nclb/freedom/local/rural/index.html#meetings] on December 5,
2006.
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Management and Budget (OMB) in the definition of metropolitan and non-
metropolitan aress.

NCES maintains that improved geocoding technology makes the new codes

more accurate. In addition, the new codes overcome some shortcomings of the
metro-centric locale codes, such as the lack of a classification for suburbs, a
significant undercounting of school districts in towns, and imprecision in
distinguishing rural schools in remote, isolated areas from those nearer to urban
cores.”®

11.

12.

13.

21.

22.

23.

31

32.

33.

41.

42.

43.

The new urban-centric locale codes are as follows:

Large City: Territory inside an urbanized area and inside aprincipa city with
population of 250,000 or more.

MidsizeCity: Territory inside an urbanized areaand insideaprincipal city with
population less than 250,000 and greater than or equal to 100,000.

Small City: Territory inside an urbanized areaand inside aprincipal city with
population less than 100,000.

Large Suburb: Territory outside a principal city and inside an urbanized area
with population of 250,000 or more.

Midsize Suburb: Territory outsideaprincipal city and insidean urbanized area
with population less than 250,000 and greater than or equal to 100,000.

Small Suburb: Territory outside a principal city and inside an urbanized area
with population less than 100,000.

Fringe Town: Territory inside an urban cluster that isless than or equal to 10
miles from an urbanized area.

Distant Town: Territory inside an urban cluster that is more than 10 miles and
less than or equal to 35 miles from an urbanized area.

RemoteTown: Territory insidean urban cluster that ismorethan 35 miles from
an urbanized area.

FringeRural: Census-defined rural territory that islessthan or equal to5 miles
from an urbanized area, aswell asrura territory that islessthan or equal to 2.5
miles from an urban cluster.

Distant Rural: Census-defined rural territory that ismorethan 5 miles but less
than or equal to 25 miles from an urbanized area, aswell asrura territory that
ismorethan 2.5 miles but less than or equal to 10 miles from an urban cluster.
Remote Rural: Census-defined rural territory that is more than 25 miles from
an urbanized area and is al'so more than 10 miles from an urban cluster.

13 See [http://nces.ed.gov/ccd/rura _locales.asp).
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Table 2 shows comparable codes under the 2 classification systems.

Table 2. Comparisons of Metro-Centric and
Urban-Centric Locale Codes

Corresponding Categories Metro-Centric Urban-Centric
City 1,2 11, 12,13
Suburb 3,4 21,22, 23
Town 5,6 31,32,33
Rural 7,8 41, 42, 43

Source: NCES website [http://nces.ed.gov/ccd/rural_locales.asp].

Table 1 showsthat the new codesresult in significantly fewer LEAs classified
asrural, assuming that thestricter “all schools” ruleisused.* A comparison of LEASs
with all schools classified as rural under the metro-centric system (7 and 8) with
those with all rural schools classified as rural under the urban-centric system (41,
42, and 43) shows a reduction of more than 1,200 LEAS classified as rural, and a
reduction in the number of students served in rural LEAs of over 1 million.

Size

Another criterion for identifying rural school districtsisenrollment size. There
are many small LEAs in the United States. The median LEA size (i.e, the
enrollment encompassing 50% of al LEAS) is 880 students.® Ten percent of all
LEAshave 100 studentsor fewer. Asdiscussed below, Congresshasdefined asmall
LEA asonehaving fewer than 600 students. AsTable 1 shows, approximately 6,500
LEASs (or more than 40% of LEASreporting some enrollment in 2003-2004) fit this
criterion, and these LEAs enroll about 1.6 million students (about 3.4% of all public
school students in 2003-2004). On average, these LEAs have 1 or 2 schools and
about 20 teachers.

Many of these small LEAs arein midwest and southwestern statesaswell asin
Cdifornia. For example, Texas alone has over 500 LEAs with fewer than 600
students, about 45% of all itsLEAsand (nearly 9% of thetotal of such districtsinthe
nation). On the other hand, several states, such as South Carolina, West Virginia,
Florida, Alabama, and Delaware, have only a handful of LEASs that meet the 600
student criterion.

% The current CCD data provide urban-centric codes for individua schools but not for
LEAs.

> Percentages are based on LEAS reporting some enrollment in school year 2003-2004
(approximately 16,000 LEAS).
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Not al small school districtsarelocated inrural areas. Of the 6,579 LEAswith
fewer than 600 students, 4,700 havelocale codes of 7 or 8. At the sametime, nearly
900 have locale codes of 1 (i.e., are classified as within an MSA or CMSA).*°

Population Density

Popul ation density isanother way to define rural school districts. One measure
of population density is total population divided by total land area in square miles
to produce data on persons per square mile. Unfortunately, these data are readily
availableonly by county. Since many states have multiple LEAs per county*’ aswell
asLEAsthat arelocated in multiple counties, merging LEA datawith county dataon
people per square mile gives only arough approximation of how densely or sparsely
populated LEAS are.

These county-level datasuggest that there are many LEAsin relatively sparsely
populated areas. For example, 50% of al LEAs are in counties with fewer than 90
persons per square mile; 25% are in counties with fewer than 30 persons per square
mile; and 10% are in counties with fewer than 10 persons per square mile, whichis
the criterion used inthe SRSA program (as discussed below). Asonewould expect,
many rural LEAs arein sparsely populated counties. Ninety percent of rural LEAS
outside metropolitan areas (locale code 7) are in counties with fewer than 90 people
per square mile. Nearly 25% of these rural LEAs are in counties with less than 10
persons per square mile.** Table 1 shows that LEAs in counties with less than 10
persons per square mile account for about 10% of al LEAs and about 2% of all
students.

Asonewould expect, most of the LEAsin low-density counties are in western
states. For example, nearly 90% of Alaska's LEASs are in counties with fewer than
10 people per square mile. This is true for 85% of Wyoming's LEAs and for
two-thirds of North Dakota' s and Nevada s LEAs. On the other hand, most states
east of the Mississippi River havelessthan 2% of their LEAsin countiesthat arethis
sparsely populated, and 19 states have no LEASsin counties with population density
less than 10 persons per square mile.

Poverty

Although measures of poverty are not indicators of whether an LEA isrural, as
we shall see, Congress has used a measure of child poverty as a means of targeting
fundsto somerural LEAs. The only source of data on school-age poverty (ages5to

16 Presumably, many of these are charter schools classified as LEAs. The CCD LEA data
base does not provide information on whether an LEA is a charter school.

' For example, the website for Lake County, Illinois lists 44 school districts; see
[http://www.epodunk.com/cgi-bin/local List.php?local=6328& | ocT Group=School _
districts& direction=downé& sec=0& qty=44].

8 Not all LEAs classified asrural are in sparsely populated counties. For example, nearly
one-fourth of rural LEAswithin metropolitan areas (locale code 8) are in counties with 600
people or more per square mile.
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17) for LEAs is the Small Area Income and Poverty Estimates (SAIPE) from the
Census Bureau.” The average poverty rate® is 14.2% for all LEAsin the CCD that
areasoincludedinthe SAIPE database. About 25% of all LEAshave poverty rates
of 20% or more (the standard Congress used to target fundsto LEAswith relatively
high poverty rates). Thisfinding — that about 25% of LEASs have poverty rates of
at least 20% — holds for most categorizations of rural LEAs discussed above and
included in Table 1 (see last column). The exceptions are LEAS in sparsely
populated counties, which tend to have higher poverty rates (31.3% are at or above
this criterion), and small LEAS, which tend to have lower poverty rates (19.5% are
at or above the 20% poverty level).?

Figure 1 shows how poverty rates vary by locale code. Large city school
districts tend to have the highest poverty rates. LEAsin mid-size cities, towns, and
rural areas outside urban areas have similar rates. LEAsin fringe citiesandin rura
areas within urban areas tend to have lower rates.

Figure 1. Poverty Rate by Metro-Centric
Locale Code

25% +

20% -

15% +
10% ~
0% - ‘ ‘ ‘ ; ‘ ‘

1.large 2. mid- 3.fringe 4.fringe 5.large 6.small  7.rural 8. rural
city size city large city mid-city town town outside  inside
urban urban

areas areas

Source: CRS analysis of ED data.

Thereare, of course, regional differencesin poverty rates. Schoolsinthe South
and West tend to have higher rates than LEAs in New England and Mid-Atlantic
states. For example, the overall poverty rate among LEAsin New England statesis
8.4%, and the average rate for rural LEAS outside urban areas in New England is

19 See [http://www.census.gov/hhes/wwwi/sai pefindex.html]. These estimates for income
year 2003 have been merged into the CCD LEA dataset. Thereareabout 14,000 LEAsthat
arein both data bases.

2 Poverty rate is calculated by dividing estimated number of children 5to 17 yearsold in
poverty by total number of children 5to 17 years old.

% The average poverty ratefor LEAsin countieswith fewer than 10 persons per square mile
is17.3%. The average poverty rate for LEAs with fewer than 600 studentsis 15.3%.
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10.3%. Overall school poverty in southern statesis 21.0%, and the average rate for
southern rural LEAS outside urban areas in 22.5%.

Characteristics of Rural School Districts

This section compares selected characteristics of rural LEAsto LEAsin other
categoriesbased on onedefinition of rural and non-rural status. LEAS metro-centric
locale codes (codes 7 and 8 for rural LEAS). Asnoted above and asshowninFigure
2, rural school districts— as determined based on local e codes— enrolled about 8.5
million children in school year 2003-2004. This represents about 18% of the 48
million public school children in that school year. At the sametime, nearly 75% of
all public school children attend schoolsin large, mid-size, and fringe cities.?

Figure 2. Enrollment in LEAs in Cities, Towns, and Rural Areas
(based on metro-centric locale codes)

25,000,000

20,000,000

15,000,000

10,000,000 -

5,000,000 -

Large and Mid- Fringe cities Towns Rural
Size Cities

Source: CRSanalysis of ED data.

2 These dataare based on the total enrollment variablein the CCD LEA database. Recall
that NCES uses a decision rule based on the plurality of schools' locale codes to assign
locale codes to LEAs. Tabulation of enrollments from the CCD school data base for the
same school year (2003-2004) results in higher rural school enrollments (about 10 million
or about 21% of the 48 million public school children. Much of the redistribution comes
from schoolsand LEAswith the locale code of 8 (rural within an urban area). Presumably,
anumber of LEAs have individual schoolslocated in these rural areas, but the plurality of
these schools receive anon-rural code. The point to remember, as discussed earlier in this
report, isthat analyses may differ significantly, depending on how one definesrural LEAs.
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Ethnicity of Rural School Children

The ethnicity of school districts differ substantially, as Figure 3 shows. Large
and mid-size LEAstend to be mgjority-minority. For example, in school year 2003-
2004 whites made up only about 20% of the enrollment in large city districtsand less
than 50% of enrollment in mid-size school districts. On the other hand, whites made
up large proportionsof theenrollment in small towns (about 70%) andinrural school
districts (about 80%).

Figure 3. Ethnic Make-Up of Urban, Suburban, Town,
and Rural LEAs (based on metro-centric locale codes)

100% — = —
90% -

80% -
70% -

OlIndian
60% - OAsian
50% -| O Hispanic
40% - W Black
30% | W White

20% -~
10% -
0% -

l.large 2.mid- 3.fringe 4.fringe 5.large 6.small 7.rural 8.rural
city size city large city mid-city  town town outside inside
urban urban
areas areas

Source: CRSanalysisof ED data.

Another view of ethnic make-up of school districtsisto ask wherechildrenfrom
various groups go to school (see Figure 4). Whitestend to be enrolled in suburban
and rural school districts (45% and 27%). Black, Hispanic, and Asian-American
students are much more likely to be enrolled in cities and suburbs and less likely to
be enrolled in rural LEASs (11% of Blacks, 8% of Hispanics, and 5% of Asian-
Americans are enrolled in rural school districts). Indian students are more likely to
attend schoolsin rural areas (40% enroll in such schools) and lesslikely to enroll in
urban or suburban districts.
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Figure 4. Where Children of Various Ethnic Groups Go to School
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Size Characteristics of Rural LEAs

As noted earlier, one characteristic of many rural LEAS is small size. For
example, many havefewer than 600 students. AsFigure5 shows, not only are many
LEAs small but their schools are aso relatively small. For example, while high
schools in large and mid-size cities average more than 1,000 students, rural high
schools outside urban areas (locale code 7) average about 200 students. Similarly,
urban and suburban middle schools and primary schools tend to be substantially
larger than rural schools — especially rural schools outside urban aress.
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Figure 5. Average Size of Schools
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Class size, however, does not appear to vary substantially across LEA location
(Figure®6). Classsizein urban and suburban LEAstendsto beabit over 15 children
per class; rural classestend to be at or abit below 15 children per class.

Figure 6. Average Class Size
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At least part of the reason for thisisthat city and suburban LEAs tend to have
more teachers (Figure 7). For example, high schools in large and mid-size cities
have an average of about 60 full-time equivalent (FTE) teachers. Rural schools,
being smaller, tend to have few teachers. For example, high schoolsin rural school
districts outside urban areas average about 20 teachers. At least some of these
differences in numbers of teachers and similarities in class size probably reflect
school funding formulas based to some degree on enrollments.

Figure 7. Average Full-Time-Equivalent (FTE)
Teachers per School
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Source: CRS analysis of ED data.
Special Programs in Rural LEAs

Inrecent years, Congress has supported anumber of reformsaimed at increasing
flexibility and improving education. The CCD schools data base provides
information on three of these reforms by identifying which schools are charter
schools, which are schoolwide projects under the ESEA Title I-A program, and
which are magnet schools. CCD dataindicate that all 3 of these reforms tend to be
concentrated in urban and suburban school districts.

Public charter schools are public elementary or secondary schools that are
“exempted from certain rules and regul ations otherwise applicabl e to public schools,
in exchange for a commitment toward attaining positive results in meeting state
content and performance standards in accordance with the terms and conditions of
acharter granted by an authorized public chartering agency.”# Figur e 8 showsthat,
inschool year 2003-2004, charter schools accounted for 9% of schoolsinlargecities
and 5% of schoolsin mid-size cities while accounting for less than 2% of schoolsin

2 Summary, CRS Report RL 31128, Funding for Public Charter School Facilities: Federal
Policy Under the ESEA, by David P. Smole.
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rural districts outside urban areas and about 2% of rural schools within urban areas.
Similarly, in 2003-2004, nearly 80% of all charter schools were located in LEASIn
large or mid-size cities or fringe cities. Only 15% were located in rural LEAS.

Figure 8. Percentage of Schools That Are Charters
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The schoolwide programs provision under the Title [-A of ESEA permits a
school with arelatively high percentage of pupils from low-income families (40%)
to use funds from Title I-A and from certain other ESEA programs to serve all
childrenintheschool. (Schoolswith lower ratesof pupilsfromlow-incomefamilies
must target Title I-A funds on services for Title I-A eligible children.)* Figure 9
showsthat schoolwide programsaremoreprevalentinlargeurban LEAs(where 80%
of Titlel schoolsareschoolwideprograms) and LEAsin mid-sizecities (whereabout
70% are schoolwide programs) thanin rural LEAS (Iess than 50% of Title | schools
are schoolwide programs).

24 For further information, see CRS Report RL 31487, Education for the Disadvantaged:
Overview of ESEA Title I-A Amendments Under the No Child Left Behind Act, by Wayne
C. Riddle.
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Figure 9. Percentage of Title | Schools
That Are Schoolwide Programs
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Magnet schools can be “defined as public elementary or secondary schools or
education centers that offer special curricula capable of attracting substantial
numbers of students with different racial backgrounds.”® For example, a magnet
school might feature certain academic subjects, such as a science magnet school or
afinearts magnet or might concentrate on particular careers, such asahealth careers
magnet school or a magnet focusing on aero-space careers.

As Figure 10 shows, magnet schools tend to be more common in urban areas
(at least in part because of therole these school s have played in desegregation plans).
Magnets make up about 12% of schoolsin large urban school districts but only about
1% of rural schools. Similarly, nearly 90% of all magnet schools are in large and
mid-size cities and fringe cities.

% CRS Report RL 33506, School Choice Under the ESEA: Programs and Requirements, by
David P. Smole, pp. 15-16.
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Figure 10. Percentage of Schools That Are Magnets
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The Rural Education Achievement Program (REAP)

Aspart of the No Child Left Behind Act (NCLBA), Congress created the Rural
Education Achievement Program (REAP-Title VI-B of the ESEA) to address “the
uniqueneedsof rural school districts’ (86202). These needs, according tothestatute,
include the lack of “personnel and resources needed to compete effectively for
Federal competitive grants” and “formula grant allocations in amounts too small to
be effective in meeting their intended purposes.”?

REAP authorizes 2 programs: the Small, Rural School Achievement Program
(SRSA-subpart 1), which focuses on LEAswith lessthan 600 students and the Rural
and Low-Income School Program (RLIS-subpart 2), which focuses on larger rural
LEAswithrelatively high poverty rates(at | east 20% of children from familiesbelow
the poverty line).

REAP authorized $300 million for FY2002 and “such sums’ for FY 2003-
FY2007. Fundsareto bedivided equally between thetwo programs. Table3 shows
the appropriationsfor the program. Appropriationshave grown modestly, except for
the FY 2006 amount, which was subject to the 1 percent across-the-board cut for most
domestic discretionary programsrequired by P.L. 109-148. Overall, appropriations
for FY 2008 represent about a 6% increase over FY 2002, the first year of program
funding.

220 U.S.C. §7341a(1) and (2).
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Table 3. Appropriations for REAP

Appropriation % Change
(rounded to nearest| from Prior
Fiscal Year $000) Y ear
2002 $162,500,000
2003 $167,653,00 3.2%
2004 $167,831,000 0.1%
2005 $170,624,000 1.7%
2006 $168,919,000 -1.0%
2007 $168,919,000 0.0%
2008 $171,854,000 1.7%

REAP Eligibility, Grant Determination, and Use of Funds

Eligibility. As noted above, rural LEAS can be defined in various ways, and
Congress has chosen combinations of rural definitionsto determine LEA €ligibility,
which differ for the two programs. An LEA iséligible for the SRSA programif al
schools served by the LEA have ametro-centric locale code of 7 or 87 and either its
average daily attendance (ADA) isless than 600 or the county or countiesin which
the LEA islocated has apopulation density of fewer than 10 people per square mile.
An LEA is€ligiblefor the RLIS programif al its schools have locale codes of 6, 7,
or 8% and at least 20% of the children the LEA serves are from families below the
poverty line. Finally, an LEA that receives a grant under the SRSA program is not
eigible for RLIS funding. Table 4 shows how these criteria interact to produce
estimatesof LEAséigiblefor the SRSA and RLISprograms. Asthetableillustrates,
compared with determination by locale alone, combining dligibility criteria
significantly reducesthe number of LEAsthat aredligiblefor assistance. Inthe case
of the SRSA program (as noted below), actual grants for eigible LEASs can be
reduced or even eliminated depending on funds eligible LEAS receive under off-
setting ESEA formula grant programs.

2 The Secretary of Education may waive the locale code requirement (but not the
ADA/density requirement) based on a state government agency’s determination that the
LEA islocatedinarural area. (86211(b)(2)) SeeU.S. Department of Education, “ Guidance
on the Rural Education Achievement Program (REAP),” June 2003, Appendix A-5 and
Appendix A-6. (Cited hereafter as“ED REAP Guidance’.)

% The statute does not provide the Secretary with waiver authority of the locale code
requirement for the RLIS program.
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Table 4. Estimating Numbers of LEAS
Eligible for REAP Programs

Small Rural School Achievement Program Eligibility

and or
enrollment less than 600 in county with less than 10
Locale Code of 7 or 8 students persons per square mile
7,222 4,653 5,088

Rural L ow-Income Schools Program Eligibility

and and
school-age poverty at |east not eligible for SRSA
Locale Codeof 6, 7, or 8 20% program
9,322 2,533 1,292

Source: CRS analysis of CCD Data.

Grant Determination. Amounts that LEAS receive and aggregate state
amounts are determined differently under the two programs. Under the SRSA
program, aninitial amount iscalculated for each eligible LEA asfollows. Toabase
grant of $20,000 an additional amount isadded based on the number of studentsover
50 times $100; however, no initial amount may exceed $60,000. The following are
some examples of initial amount cal culations:

e LEAswith 50 students or fewer have initial amounts of $20,000.

e AnLEA with51 studentshasaninitial amount of $20,100 ($20,000
plus $100 times 51-50).

e An LEA with 449 students has an initial amount of $59,900
(%$20,000 plus $100 times 449-50).

e LEAswith 450 to 599 students have initia grants of $60,000 (for
example, the calculation based on 451 students would be $20,000
plus $100 times 451-50=$60,100, which exceeds the maximum, so
theinitial amount is $60,000).

Asnoted above, the SRSA program aimsto supplement ESEA grant programs.
Asaresult, an LEA’sfinal grant is based on adjusting itsinitial amount by the total
amount it received from the following ESEA grant programsin the prior fiscal year:

e LEA subgrants under the Teacher and Principal Training and
Recruiting Fund (Subpart 2 of Title I1),

e LEA technology grants (Section 2412(a)(2)(A) of Titlell),

e LEA grantsunder the Safe and Drug-Free Schoolsand Communities
program (Section 4114), and

¢ Innovative Programsunder the Promoting Informed Parental Choice
and Innovative Programs (Part A of title V).
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Asaresult of this“off-set” provision, an LEA receiving atotal of $60,000 or more
fromthese4 ESEA programswould not receiveany additional fundsunder the SRSA
program.?® State amounts for the SRSA program are the sum of amounts allocated
to LEAs. (Seethefirst column of grantsin Table5.)

Thecurrent SRSA statutory formuladoesnot provideamechanism under which
all currently appropriated funds could be allocated. For example in FY 2004, the
formulaalone (with the $20,000 minimum and $60,000 maximum together with the
off-set provision) would have alotted about $67 million; while the appropriation for
that fiscal year was about $83 million for the SRSA program. The statute does not
provide details on how to deal with this situation, i.e., how to ratably increase
grants.* ED does allocate all funds appropriated and has implemented a procedure
to do this, which, among other things, appears to maintain the minimum and
maximum formula amounts. For example, ED does not ratably increase an initial
grant above $60,000.

Unlike the SRSA program, grants are first made to states under the RLIS
program. Also unlike the SRSA program, the statute instructs the Secretary to
reserve funds from the total RLIS appropriation for Bureau of Indian Affairs (BIA)
schools (¥26) and for outlying areas (¥%%0).** The remainder is alotted to states
based on each state’ s share of students attending schoolsin eligible LEAs. Thus, for
example, astate with 1% of students attending schoolsin eligible LEAsin that state
would receive 1% of funds remaining after reserving BIA and outlying area funds.
(See the second column of grantsin Table 5 for FY 2008 estimated state amounts.)
States then award grants to eligible LEAs either competitively or based on a
formula.® Notethat this procedure makesit impossibleto estimate individual LEA
grants at the national level (unlike the SRSA program).

2 Approximately 200 SRSA-eligible LEAs receive no SRSA funding because the amount
of funding they receive from the off-setting ESEA programs equals or exceedstheir initial
grant amounts. However, as noted below, these LEAs are eligible for some flexibility in
using funds under these 4 off-setting programs. See the discussion of uses of funds below.

% The statute does generally provide for the situation in which funds are initially
insufficient, and subsequently additional funds becomeavailable (20 U.S.C. §7345a(h)(3)).

31 The outlying areas receiving RLIS grants are American Samoa, Guam, the Northern
Mariana Islands, and the Virgin Islands.

¥ A state may use aformulabased on the proportion of studentsin average daily attendance
(ADA) in€ligible LEAsor andternativeformula, as approved by the Secretary, that results
in serving “equal or greater concentrations of children from families with incomes below
the poverty line, relative to the concentrations that would be served” if the ADA formula
were used (86221(b)((2)(C).
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Table 5. REAP State Amounts for FY2008
(FY 2008 estimates, rounded to the nearest $000)

_ Smgcl:lhsglral Rural,
State or Entity Ve Ty Logvc—r:g&c;me
Program
Alabama 0 5,870,000
Alaska 128,000 0
Arizona 2,158,000 1,188,000
Arkansas 1,236,000 3,703,000
Cdlifornia 6,116,000 1,266,000
Colorado 2,054,000 223,000
Connecticut 1,194,000 0
Delaware 0 107,000
District of Columbia 0 0
Florida 0 1,474,000
Georgia 30,000 7,385,000
Hawaii 0 0
Idaho 906,000 21,000
Illinois 5,942,000 834,000
Indiana 276,000 302,000
lowa 4,532,000 0
Kansas 3,830,000 122,000
Kentucky 175,000 5,815,000
Louisiana 66,000 6,005,000
Maine 1,685,000 2,164,000
Maryland 0 0
Massachusetts 1,405,000 124,000
Michigan 2,770,000 946,000
Minnesota 2,985,000 117,000
Mississippi 55,000 7,257,000
Missouri 5,333,000 3,047,000
Montana 4,996,000 152,000
Nebraska 4,339,000 87,000
Nevada 86,000 0
New Hampshire 1,279,000 816,000
New Jersey 1,973,000 0
New Mexico 589,000 2,139,000
New York 1,859,000 1,571,000
North Carolina 813,000 4,718,000
North Dakota 661,000 50,000
Ohio 2,259,000 1,870,000
Oklahoma 7,093,000 4,793,000
Oregon 1,487,000 542,000
Pennsylvania 312,000 493,000
Rhode Island 63,000 0
South Carolina 0 3,799,000
South Dakota 907,000 46,000



CRS-22

Small Rural

Rural,
State or Entity Actﬁcer\]/(;?r!en t L o;vc-r: gglosme
Program
Tennessee 130,000 2,807,000
Texas 8,565,000 7,643,000
Utah 264,000 0
Vermont 0 0
Virginia 50,000 773,000
Washington 2,103,000 1,019,000
West Virginia 0 3,607,000
Wisconsin 3,213,000 73,000
Wyoming 10,000 0
American Samoa 0 81,000
Guam 0 175,000
Northern Mariana I slands 0 55,000
Puerto Rico 0 0
Virgin Islands 0 118,000
Freely Associated States 0 0
Indian set-aside 0 430,000
Other (non-State allocations) 0 100,000

Source: ED Budget Service.

Note: Totals may differ dightly due to rounding.

Table 5 shows anumber of patternsin the distribution of grants under the two
REAP programs. In anumber of cases, states receive funds under one program but
not under the other. For example, Alabama receives no SRSA funding but does
receive RLIS grants. Thisisbecause practically none of Alabama' s 130 LEAshave
enrollmentslessthan 600. Thisisalso truefor other southeastern states, which tend
to have larger consolidated or countywide LEAs and few or no small LEAs. Onthe
other hand, Alabama has about 60 LEAS for which al schools have metro-centric
locale codes of 6, 7, or 8 and poverty rates of at least 20%. Thus Alabamareceives
asubstantial grant under the RLIS program, as do other southeastern states.

On the other hand, some states receivellittle, if any, RLISfunding. Onereason
is that some states have very few high poverty LEAs. For example, lowa, which
receives no RLIS funding, has only 2 LEAs with poverty rates of 20% or more.
Another reason is that some states have many LEASs that are eligible for both
programs but can only beeligiblefor SRSA grants, asrequired under the statute. For
example, South Dakota, which received more than 10 times the funding under the
SRSA than under RLIS, has nearly 85% of its LEAS that are eligible for both
programs and thus can receive grants only under the SRSA program. Finally, there
are severa states that receive little or no funds from either program. In FY 2008,
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Hawaii, Maryland, and Vermont receive no REAP funding.*® Hawaii is a single
statewide LEA. Maryland’ sLEAsdo not appear to meet eligibility criteriafor either
program. Vermont LEAs may not apply for the SRSA program because grants are
considered too small.*

Use of Funds. Recipients of SRSA grants may use funds for activities
authorized by several ESEA programs.

e Improving Basic ProgramsOperated by Local Educational Agencies
(Part A of Titlel),

e Teacher and Principal Training and Recruiting Fund and Enhancing
Education Through Technology (Part A or D of Titlell),

e Language Instruction for Limited English Proficient and Immigrant
Students (Title 1),

e Safe and Drug-Free Schools and Communities and 21st Century
Community Learning Centers (Part A or B of TitlelV), and

e Innovative Programs (Part A of Title V).

In addition, all LEAsthat are eligible for SRSA grants (whether or not they receive
grants because off-setting ESEA funding exceedsinitial grant cal culations) havethe
flexibility to use funds from the off-setting ESEA programs for any activities
authorized by the above ESEA programs.® ED provides the following example of
use of funds under REAP-Flex: “[A]ln LEA may use funds under the Safe and
Drug-Free SchoolsProgram (TitlelV, Part A) to incorporatetechnology intoitsearly
reading program — an authorized local activity under the Educational Technology
State Grant (Title 1, Part D).”*

The GAO aso found that flexibility under the SRSA program allowed small,
rural LEAstoredirect fundsto crucial NCLBA needs. “[1]n onerural state contacted,
officials reported that many of their districts used Safe and Drug-Free School

® This was also the case for the District of Columbia (all schoolsin an urban area).

% The GAO study, which selected the most rural states for its study “based on the
percentage of their school districtsin rural communities, the percentage of their students
attending schoolsinrural communities, and the average distance between the school district
in the state and the nearest metropolitan statistical area as a measure of geographic
isolation” (GAO Effective Strategies, p. 3). Vermont met these criteria and was included
in GAO's study.

% In its guidance on REAP, ED refers to alternative use of funds as “REAP-Flex” and
differentiates this flexibility from other ESEA flexibility as follows:

REAP-Flex does not involve a transfer of funds from one program to another.
Rather, REAP-Flex gives an LEA broader authority in spending “applicable
funding” for alternative usesunder selected federal programs. Ontheother hand,
when an LEA transfers funds from one program to another under the
transferability authority in section 6123, the transferred funds increase the
allocation of the receiving program and are subject to al of the rules and
requirements of the receiving program. ED REAP Guidance, (section I1-B-1).

% “ED REAP Guidance,” section |1-B-5.
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Program funds to support their technology initiatives, which, in turn, helped with
implementing some of the provisions of NCLBA."*’

RLIS grant recipients may use funds for the following purposes:

e Teacher recruitment and retention, including the use of signing
bonuses and other financial incentives;

e Teacher professional development, including programs that train
teachers to utilize technology to improve teaching and to train
specia needs teachers,

e Educational technology, including software and hardware, as
described in part D of Title Il (Enhancing Education Through
Technology);

e Parental involvement activities;

e Activitiesauthorized under the Safeand Drug-Free School sprogram
under part A of TitleIV;

e Activities authorized under part A of Titlel; and

e Activities authorized under Title 1l (Language Instruction for
Limited English Proficient and Immigrant Students).*®

The GA O reported other uses of REAP fundsto hel p meet costs associated with
NCLBA requirements, including

e 86% of responding rural superintendents reported spending REAP
funds on student and teacher technology needs,

e 66% reported using REAP funds for NCLBA supplementary
services for students;

e 94% said they used thesefundsfor professional development related
to helping teachers meet NCLBA highly qualified teacher
requirements; and

e 60% used REAPfundsfor student remedial servicesto preparethem
for annual assessments.*

Distribution of Certain ESEA Grants to Rural LEASs

As noted above, two purposes of the REAP program are to compensate rural
school districts because they are at a disadvantage in obtaining competitive grants
from the Department of Education, and ED formulagrantsare often too small to have
animpact. Certainly conventional wisdom would support these contentions. With
respect to competitive grants, rural schools— especially small rural schools— tend
to have fewer administrative staff, who are generally thought to be key to writing
grant proposals and obtaining competitive grants. Regarding formula grants, since

3" GAO Effective Strategies, p. 35.

% States may reserve no more than 5% of RLIS funds for state administration and technical
assistance (86222(b)).

9 |bid., p. 34
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many grants are distributed to states and to LEAs based on factors related to size
(e.g., school-age population and school-age poverty), smaller LEAsreceive smaller
grants. The grant application process and the subsequent federal reporting
reguirements can reduce or eliminate the value of formula grants for some smaller
LEASs.

Data on formula and competitive grants do not completely support these
conventional notions, however.

Does REAP Compensate Small, Rural LEAs
for Small Formula Grant Amounts?

As noted above, the REAP aims to compensate rural school districts because
they often receive formula grants that are “too small to be effective in meeting” the
intended goals of the formula grant programs.®® Table 6 examines this proposition
for LEAseligiblefor the SRSA program.** Thetable presents median grantsfor the
four ESEA programs that off-set the final SRSA grants (see discussion above on
SRSA grant determination). Clearly SRSA-targeted LEAS tend to receive smaller
grants than do other LEAs. For example, the median grants for ESEA Title I1-A
(Teacher and Principal Training and Recruiting Fund and Enhancing Education
Through Technology) for SRSA-eligible LEAsis|ess than 50% of the median grant
for other LEAS ($14,300 vs. $30,600). Similarly, the median total of all four grants
for SRSA-eligible LEAsis $19,700 compared with $42,300 for other LEAs. At the
same time, SRSA-dligible grants are somewhat larger on a per student basis. For
exampl e, the combined median per-student grant for the four ESEA programsis $389
compared with a combined median per-student grant of $60 for all other LEAS.

0 §6202(2).

“ LEA grants are not available at the national level for the RLIS programs because funds
are allocated to states by formula, and no national data are available on states' distribution
of RLISgrantsto LEAs.
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Table 6. Comparison of Grants
for SRSA-Eligible LEAs and Other LEAs
(grants rounded to nearest $100)

All but SRSA-
SRSA-€eligible LEAs| €ligible LEASs
Grant Median Median
grant grant
Median per Median | per
grant student | grant | student
ESEA Titlell-A 14,300 63| 30,600 44
ESEA TitlellI-D 1,500 6 2,100 4
ESEA TitleIV-A 1,800 8 4,100 5
ESEA TitleV 2,100 8 3,900 6
Total of 4 ESEA
grants 19,700 89| 42,300 60
Final SRSA grant 19,000 92] NA NA
Final SRSA + ESEA
grantstotal 42,400 181 NA NA

Source: CRSanaysisof ED Budget Service data.
Note: Median.

Table 6 shows that the median SRSA grant (for FY 2004) was $19,000 for the
nearly 4,000 LEAsthat received grants.*> The median per-pupil grant was $92. In
part, because of the SRSA off-setting requirement, SRSA grant totals and per-pupil
amounts can vary widely. Maximum grants were, of course $60,000. However,
grants ranged as low as $39. Per student grants also ranged widely, from less than
$1.00 per student to $19,000 per student. Per-pupil anountsfor somewestern LEAS
weresubstantial becausethese LEAsqualified for the minimum grant of $20,000 and
arevery small, in afew cases having less than 10 students. Finally, Table 6 shows
that the SRSA program does indeed compensate small, rural school districts for
relatively small ESEA grants. The median combination of thefour ESEA grantsand
the SRSA grant was$42,400, roughly the same asthe median combined ESEA grants
for other LEAs. On aper-pupil basis, SRSA grantees fared better: $181 vs. $60. In
addition, the SRSA flexibility provision permits small, rural LEAS to concentrate
funds from the off-setting programs and the SRSA grant on one or afew activities
authorized by these programs, whereas, other LEAs must confine their use of these
ESEA funds to activities authorized by the individual programs.

“2 Although eligible for SRSA grants, 223 LEAs received no grant because the sum of the
four off-setting ESEA formula grant programs equaled or exceeded their initial SRSA
amount.
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Are Rural LEAs at a Disadvantage for
Obtaining Competitive Grants?

In FY 2003, according to the ED database on discretionary and formula grant
awards,® the Office of Elementary and Secondary Education (OESE) awarded 500
discretionary (i.e., competitive) grants.** Of these, about 60% went to LEAS for
which data are available from the CCD. The remainder went to other entities, such
asingtitutions of higher education. Overall, OESE competitive grants for FY 2003
totaled approximately $78 million, of which about $51 million went to LEAS
represented in the CCD database.

Three grant competitionsaccounted for nearly 80% of thegrantsand 67% of the
funds:

e 21st Century Community Learning Centers/After School Learning
Centers,

e Fund for the Improvement of Education/Smaller Learning
Communities, and

e Improving Literacy Through School Libraries.

Table 7 shows that, on several measures, rural LEAS (locale codes 7 and 8)
fared well in obtaining OESE grants. These LEAsreceived slightly more than one-
third of the LEA grants (34.6%) and of the overall LEA funding (34.2%). In
addition, average grants were similar for large urban LEAs ($158,000) and for rural
LEASs (locale 7: $161,000 and locale 8: $149,000). However, when comparing the
number of LEAsthat received grants, disparitiesare evident. About 2% of al LEAs
and about 4% of large urban LEASs received OESE grantsin FY 2003 but only about
1% of rural LEAsreceived grants.

3 See [ http://www.ed.gov/fund/data/award/grntawd.html].

“4 The database contains grants authorized under other statutes; however, this analysis was
limited to OESE competitive grants, which are generally authorized under ESEA.
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Table 7. Data on Competitive Grant Recipients

Totals
4. Urban (grantsthat
3.Urban |Fringeof a 7. Rural, 8. Rural, can be
1.Large (2. Mid-Size|Fringeof a| Mid-Size |5.Large | 6. Small Outside Inside |[classified by
City City Large City City Town Town M SA MSA locale code)
Total OESE
discretionary
grants 36 46 57 36 3 42 80 31 331
Percentage of
discretionary
grants 10.9% 13.9% 17.2% 10.9% 0.9% 12.7% 24.2% 9.4% 100.0%
Average grant $158,000| $142,000| $136,000 $149,000( $164,000( $188,000 $161,000 $149,000 $155,000
Total grant
amount $5,702,000| $6,532,000| $7,754,000( $5,355,000| $491,000($7,887,000| $12,909,000| $4,610,000( $51,240,000
Percent of
total grant
amount 11.1% 12.7% 15.1% 10.5% 1.0% 15.4% 25.2% 9.0% 100.0%
Percent of
al LEAs
receiving
grants 4.4% 4.8% 2.2% 2.3% 2.3% 2.4% 1.4% 1.1% 2.1%

Note: Average and total grants rounded to the nearest $000.

Source: CRSanalysis of ED grants database at [http://www.ed.gov/fund/data/award/grntawd.htmi].
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Urban-Centric Locale Codes:
Possible Impacts on Eligibility

Asnoted above, eligibility for the two REAP programsisbased, in part, on the
locale codes of LEAS' schools. In addition to other requirements, all schoolsin an
LEA must have metro-centric locale codesof 7 or 8 for the LEA to beeligiblefor the
SRSA program and 6, 7, or 8 for an LEA to be dligible for the RLIS program. As
discussed above, NCES and the Census Bureau have devised a new set of urban-
centric codes, which are said to more accurately depict a school’s geographic
location. Currently, both sets of locale codes are available and will be available for
perhapstwoyears. Thereafter NCESwill only make availablethe morerecent urban-
centric locale codes.” Therefore the Congress may wish to consider how the use of
the new codes might impact REAP eligibility and funds distribution.

Table 8 compares the number of schools classified according to metro-centric
locale codes as located in cities, urban fringes, towns, and rural areas with those
classified according to urban-centric locale codes as located in these areas. Clearly
thereisagreat deal of overlap. For example, nearly 92% of al schools classified as
rural under the metro-centric system are also classified as rural under the urban-
centric system. At the same time, some schools are classified differently under the
two systems. For example, about 8% of schools classified as rural under the metro-
centric system would not be rural under the urban-centric system.

Table 8. Comparison of Schools Classification
by Metro-Centric and by Urban-Centric Locale Codes

Urban-centric locale codes (new codes)

City Suburb Towns Rural Estimated
(codes 11- | (codes 21- | (codes 31- | (codes 41- number of
13) 23) 33) 43) Totals schools
Cities
(codes 1
and 2) 96.0% 2.4% 0.4% 1.2%( 100.0% 24,895
Urban

Metro- |[fringe
centric |(codes3
locale |and 4) 14%|  80.7% 13.4% 45%| 100.0%| 31,268

codes (old [Towns
codes)  |(codes5

and 6) 0.2% 0.4% 87.0% 12.4%| 100.0% 9,628
Rural

(codes 7

and 8) 0.5% 2.0% 5.7% 91.8% 100.0% 29,497

Sour ce: CRS analysis of CCD data.

“> Telephone conversation with John Sietsema of NCES, November 14, 2006.
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What impact would a change to the urban-centric locale codes have on the
distribution of REAP funds? Table 9 shows estimated SRSA state totals and
estimated numbersof LEA grant recipients based on metro-centric and urban-centric
locale codes.”® All other formulafactors (e.g., enrollment and county density) were
the samefor both sets of estimates. All formulafactors (except for the urban-centric
codes, which came from the CCD database) came from an ED Budget Service data
base used to determine LEA SRSA grants.*” Thetotal allocated under both scenarios
($83.2 million) is the total of FY2004 SRSA grants for LEAs for which complete
data were available.”®

Table9 showssomesubstantial changes, in both the estimated total funds states
would receive and the number of LEAS receiving SRSA grants. Estimated dollar
differences range from an increase of $1.3 million (Oklahoma) to a loss of $1.2
million (California). Estimated percentage changesrangefrom again of nearly 40%
(North Dakota and South Dakota) to aloss of more than 60% (M assachusetts).*

Overall, an estimate of 386 fewer LEAS would receive grants based on the
urban-centric locale code criterion. This estimate includes 421 LEAS estimated to
lose grants based on the urban-centric codes and 35 LEAs that would receive grants
if the urban-centric codes were used. Virtually all of the LEASs estimated to lose
funding are classified asmetro-centric code 7 (areduction of 186 LEAsor 6% inthis
category) or metro-centric code 8 (a reduction of 208 LEAs or 23% in this
category).”® Recall that the latter code designated rural LEAs within metropolitan
areas. The urban-centric locale coding systems, which takes into account distance
from metropolitan areas, apparently does not classify some of these LEAs asrural.

4 RLIS allocations are not estimated because it is uncertain which urban-centric code or
codes should be used to substitute for metro-centric code 6.

" This approach may underestimate the impact of the new codes because it does not allow
for LEAsthat were not eligible based on the Budget Service datato be deemed eligible. It
only permits estimating numbersthat would no longer be eligibleand resulting reall ocation.
In some cases, states gain in the estimated number of LEAS receiving grants. This is
because there are additional fundsto allocate (because some LEAs are no longer eligible).
Asaresult, some L EAsnow receivefunding when they would not under theimplementation
of current law.

“8 Theamount allocated to LEAsfor FY 2004 was $83.5 million. Thistotal isslightly higher
than the amount allocated in Table 9 because complete datawere not availablefor 15 LEAS
that received FY 2004 grants.

9 Larger estimated percentage changes occur for Wyoming (more than a100% increasein
the state total) and for Delaware (a 100% loss), although these changes are from very small
original totals.

* The remainder are LEAs that were eligible because of state alternative rural definitions.
These LEAs perhapswould remain eligibleif their alternative definitions were accepted by
ED.
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Table 9. Estimates of Amounts and Number of Grantees Under the SRSA Formula

Based on Metro-Centric and Urban-Centric Locale Codes
(estimated grants rounded to nearest $000; cal culations may differ slightly due to rounding)

Estimated Estimated
Estimated total | Estimated total number of LEA [number of LEA

grants based on | grants based on granteesbased | granteesbased Changein

current law current law Percentage | on current law |on current law estimated

(metro-centric | (urban-centric Dollar dollar (metro-centric | (urban-centric number of

State locale codes) locale codes) | difference | difference locale codes) locale codes) grantees
Alabama $0 $0 $0 0% 0 0 0
Alaska 171,000 216,000 45,000 26% 13 15 2
Arizona 1,693,000 1,665,000 -28,000 -2% 78 69 -9
Arkansas 1,058,000 1,069,000 11,000 1% 51 49 -2
California 5,198,000 3,985,000 -1,213,000 -23% 285 210 -75
Colorado 2,020,000 2,280,000 259,000 13% 86 84 -2
Connecticut 1,124,000 951,000 -172,000 -15% 35 27 -8
Delaware 59,000 0 -59,000 -100% 2 0 -2
District of Columbia 0 0 0 0% 0 0 0
Florida 0 0 0 0% 0 0 0
Georgia 21,000 23,000 3,000 13% 2 2 0
Hawaii 0 0 0 0% 0 0 0
Idaho 799,000 918,000 119,000 15% a4 42 -2
Illinois 5,882,000 5,392,000 -490,000 -8% 249 206 -43
Indiana 264,000 218,000 -47,000 -18% 11 8 -3
lowa 4,743,000 4,991,000 248,000 5% 168 163 -5
Kansas 3,641,000 4,130,000 489,000 13% 159 156 -3
Kentucky 165,000 84,000 -81,000 -49% 7 4 -3
Louisiana 44,000 27,000 -17,000 -39% 2 1 -1
Maine 1,797,000 1,913,000 116,000 6% 114 105 -9
Maryland 0 0 0 0% 0 0 0
M assachusetts 1,170,000 432,000] -738,000 -63% 37 14 -23
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Estimated Estimated
Estimated total | Estimated total number of LEA |number of LEA

grants based on | grants based on grantees based | granteesbased Changein

current law current law Percentage | on current law |[on current law estimated

(metro-centric | (urban-centric Dollar dollar (metro-centric | (urban-centric number of

State locale codes) locale codes) | difference | difference locale codes) locale codes) grantees
Michigan 2,319,000 2,129,000  -190,000 -8% 119 102 -17
Minnesota 2,750,000 3,051,000 301,000 11% 122 120 -2
Mississippi 57,000 56,000 -1,000 -1% 4 3 -1
Missouri 5,152,000 5,620,000 468,000 9% 243 227 -16
Montana 5,342,000 5,783,000 441,000 8% 332 320 -12
Nebraska 7,257,000 7,376,000 119,000 2% 320 295 -25
Nevada 200,000 209,000 9,000 4% 8 8 0
New Hampshire 969,000 730,000( -239,000 -25% 59 44 -15
New Jersey 1,991,000 958,000( -1,033,000 -52% 61 28 -33
New Mexico 300,000 391,000 91,000 30% 27 28 1
New Y ork 1,304,000 1,278,000 -26,000 -2% 77 69 -8
North Carolina 606,000 294,000( -312,000 -51% 20 11 -9
North Dakota 683,000 944,000 260,000 38% 86 92 6
Ohio 1,589,000 941,000( -648,000 -41% 44 28 -16
Oklahoma 6,945,000 8,274,000 1,329,000 19% 346 346 0
Oregon 1,242,000 1,333,000 91,000 7% 71 64 -7
Pennsylvania 164,000 183,000 19,000 12% 9 9 0
Rhode Iland 83,000 93,000 10,000 12% 3 3 0
South Carolina 0 0 0 0% 0 0 0
South Dakota 881,000 1,205,000 324,000 37% 70 73 3
Tennessee 126,000 131,000 5,000 4% 4 4 0
Texas 8,100,000 8,826,000 725,000 9% 375 357 -18
Utah 148,000 103,000 -45,000 -30% 7 5 -2
Vermont 0 0 0 0% 0 0 0
Virginia 39,000 45,000 6,000 16% 2 2 0
Washington 2,017,000 2,106,000 89,000 4% 110 98 -12
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Estimated Estimated
Estimated total | Estimated total number of LEA |number of LEA

grants based on | grants based on grantees based | granteesbased Changein

current law current law Percentage | on current law |[on current law estimated

(metro-centric | (urban-centric Dollar dollar (metro-centric | (urban-centric number of

State locale codes) locale codes) | difference | difference locale codes) locale codes) grantees
West Virginia 0 0 0 0% 0 0 0
Wisconsin 3,101,000 2,853,000( -248,000 -8% 118 103 -15
Wyoming 7,000 16,000 9,000 137% 2 2 0
Totals 83,221,000 83,221,000 0 0% 3,982 3,596 -386

Source: CRS analysis based on CCD data and ED Budget data.

Note: These are estimated grant totalsonly. In addition to other limitations, much of the datathat would be used to calculate actual grants are not
yet available. These estimates are provided solely to assist in comparisons of the relative impact of aternative formulasin the legislative process.
They are not intended to predict specific amounts states will receive.
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Possible Policy Issues

Shift in Locale Codes. One policy issue is the possible shift to the urban-
centriclocale codesin determining eligibility for REAP grants. Asdiscussed above,
replacing metro-centric codes with the newer, arguably more accurate urban-centric
codes will remove some LEAs from eligibility and add others. As aresult, some
LEASs and states will lose funding, others will gain. Unless there are significant
increasesin REAP funding (unlikely given current budget constraints), any formula
change will be controversial because there will be “winners’ and “losers.” This, in
turn, means that there are no easy policy alternatives.

One possible option would be to mandate the continued use of the metro-centric
codes. This approach has the obvious advantage of ensuring that LEAS are not
eliminated from the program and that funds are not shifted from stateto state. It has
the disadvantage of continuing the use of rural definitions that may be inferior to
other, available definitions, and, as aresult, allocating funds to LEAS that may not
need as much assistance as “truly rural” LEAsthat are in greater need of assistance.

Another possible option would be to hold harmless those eliminated LEAs for
aperiod of time (perhapsat adecreasing percentage of their prior year grants) so they
can adjust to thefunding loss. Although softening the blow to these LEAS, it would
result in lower grants (assuming level or near-level funding) to other, remaining
LEAs as funds are distributed among the 2 groups already served and the newly
eligible LEAS.

Allocating Excess Funds. Asdiscussed above, the current SRSA formula
doesnot permit all currently appropriated fundsto be allocated to LEAS. Inpart, this
isbecause SRSA grantsare capped at $60,000. The act does not specify how to deal
with this situation. As aresult, ED has had to make policy on how these excess
funds should be distributed. Apparently to adhere to the statute, the ED “ratable
increase”®" procedure maintains both the $60,000 cap and $20,000 floor for the
SRSA grants and ratably increases grants falling between these two requirements.
The statute could be amended to reflect ED’ scurrent procedures. Thiswould ensure
that ED continues to follow this procedure in the future. Alternatively, the statute
could be amended to provide a different policy for dealing with additional
appropriations. For example, the statute could specify aratable increase procedure
under which the minimum and maximum grants could be ratably increased along
with all other grants. Presumably, thisapproach would slightly reduce LEAS' grants
that fall between the minimum and maximum grants.

Increase Benefits to Small, Poor LEAs. Asdiscussed above, LEAsthat
areeligiblefor the SRSA program (based, in part, on enrollment below 600) are not
eligiblefor grantsunder the RLIS program (which targetsrural LEAswith relatively
high poverty rates). Sinceit can be argued that these LEAsaretriply disadvantaged:
being rural, small, and poor, a possible change in the statute could recognize this by
allowing small, poor rural LEAS to benefit from both programs. This would add

1 Ratably increasing grants means increasing grants in proportion to the relationship
between each LEA’ s initial grant and the total excess funds to be distributed.
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about 1,000 LEAs to the RLIS eligibility list and redistribute RLIS state grants by
increasing grants to states with large numbers of small, poor LEAs and reducing
grants to states with few small LEAs (mostly states in the Southeast). If further
targeting were desired, ahigher poverty threshold could be set for small, poor LEAS.
For example, a poverty rate of 30% or greater would add less than 200 LEAs to the
RLIS-€eligibility pool.

Adjust SRSA Formula to Reduce Anomalies. The SRSA formula has
resulted in some quirks, which might be addressed by formula modifications. For
example, the minimum grant of $20,000 resultsin some very large per-pupil grants.
While the median per-pupil grant is about $90, afew LEAs receive per-pupil grants
ashighas$19,000. Thisresultsbecausethey have only oneor afew students.® One
approach for reducing this result would beto limit LEA participation to LEAswith
aminimum total enrollment. If minimum enrollment were set at 10,> about 100
LEAswould be eliminated.

Another seeming anomaly occurswhen LEAshave of f-setting program amounts
that are just afew dollarslessthan their final SRSA grant. For example, some LEAS
receive grantsaslow as $39. A solution to this problem would beto eliminate final
grants that are deemed to be below a size to be effective. Alternatively, grants
deemed too small on aper-pupil basiscould beeliminated. (Presumably someLEAS
take thisinto account by not applying for grants after ayear in which they receive a
minimal amount). For example, about 350 LEAS have per-pupil grants of lessthan
$30, nearly 200 LEASs have per-pupil grants for less than $20, and about 75 LEAS
have per-pupil grantsof lessthan $10. Thesefunds could then be distributed to other
LEASsto enhance their grants.

Another problem occurs when LEAs ligible for the SRSA program have off-
setting grantslarger thantheir initial grant. Whilethese LEAscan still usethe REAP
Flex provision, they receive no additional REAP funds. One aternative to this
situation would be to calculate the SRSA initial grants without the minimum and
maximum grantsof $20,000 and $60,000, subtract the of f-setting grant amounts, then
apply the minimum and maximum grant amounts. Thiswould reduce the number of
LEASsthat areeligiblebut receive no funding. (About 200 LEAscurrently experience
this.)

A final concern that some states have is that, unlike the RLIS program, states
receive no state administration funding under the SRSA program, despite having to
provide ED with much of the dataused to all ocate funds (such as of f-setting program
grant amounts). This could be addressed by reserving 2% (or some other percent) of
the appropriation for the SRSA program for state administration. Thesefundscould
be distributed to states based on their proportion of students enrolled in SRSA
eligible LEAsfor the prior year. Of course, thiswould reduce funds going to small,
rural LEAS by the percentage reserved for state administration.

%2 According the CCD data, 5 states (Arizona, Maine, Minnesota, Montana, and Nebraska)
report at least one LEA with one student.

3 Thisisastandard used in the ESEA Title I-A program, which has an eligibility threshold
of 10 children living in poor familiesin order for LEAsto receive Title I-A funds.
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Appendix: Data Sources

Datafor this report came from avariety of sources: the Common Core of Data
(CCD) collected and made available by the National Center for Education Statistics
(NCES) at the U.S. Department of Education (ED), REAP allocation spreadsheets
from the ED Budget Service, the ED database on discretionary and formula grant
awards™, and the Small Area Income and Poverty Estimates (SAIPE) and county
population density data both from the U.S. Census Bureau.*

CCD Data. NCES annually collects data on all public schools and public
school districts, which it provides through the CCD database. Among the CCD’s
purposes is’to provide basic information and descriptive statistics on public
elementary and secondary schools and schooling in general.”*® State educational
agencies (SEA) are mainly responsibility for providing CCD data on schools and
school districtsto NCES. Two CCD data files were used in this report: the Public
School Universeand theLoca Educational Agency (School District) Universe. Both
data files were pared down to include only open schools and operating school
districts. In addition, only schools and school districts in the 50 United States and
theDistrict of Columbiawereincluded. (The CCD includesother schoolsand school
districts, which are not eligible for REAP funding, such as Department of Defense
Schools.)

The Public School Universe file was used to determine locale code eligibility
for school districts. Althoughthe Local Educational Agency Universefileclassified
school districts by locale code, the algorithm NCES used to attribute codes differed
from the requirement in the REAP program. REAP requires that all schools have
certainlocalecodes(7 or 8 or 6, 7, or 8). Thisfileswasalso used to determineethnic
and racia characteristics of rural and non-rural schools. In addition, the Public
School Universefilewasused to determinewhich school shad special characteristics,
for example, how many charter schools and magnet schools are in rural areas.

The Local Educational Agency Universefilewas used to determinethe number
of school districtsthat would be considered asrural under various definitions. Todo
this, thisfilewas merged with other databases. For example, it was merged with the
SAIPE database to determine LEA poverty rates, which are necessary to determine
eligibility for the RLIS program. The LEA Universe file was merged with data on
ED grants to analyze how many rural and non-rural school districts received ED
competitive grants. The file was also merged with Census Bureau data on county-
level population density.

% See [http://www.ed.gov/fund/data/award/grntawd.html].
%5 See [ http://www.census.gov/popul ation/www/censusdata/density.html].

% See [http://nces.ed.gov/ccd/aboutCCD.asp]. Files for the 2003-2004 school year were
used because they are the only files containing school data on both the metro-centric and
urban-centric locale codes.
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ED Budget Service Data. Therequirementsof REAP eligibility necessitate
that ED to collect datafrom the statesthat are not otherwise available. Most notably,
for the SRSA program, ED must collect dataon local ESEA grantsfor the off-setting
programs and information necessary to evaluate states requests for waivers of the
locale code criterion. These formula factors cannot be obtained from any other
source. Asaresult, Budget Service data®” had to be used to estimate the impacts of
changing local e codes from metro-centric to urban-centric (while holding constant
all other digibility criterion). The Budget Service data had to be merged with CCD
data to include the urban-centric codes.

ED Grants Data. ED providesinformation on grants awarded by fiscal year.
Data on competitive grants made by the Office of Elementary and Secondary
Education (OESE) for FY 2003 were merged with the CCD Local Educational
Agency Universe file. The grants awards data base contains data on 500 OESE
awards for that fiscal year. Of those awards, 337 were made to LEAsin the CCD
file. Other granteesincluded institutions of higher education and state educational
agencies.

Merging data sets reduces the number of casesfor which there are useable data.
For example, the CCD Local Educational Agency Universe file has data on about
17,800 school districts; however, only about 16,000 appeared to have enrolled
childrenin school year 2003-2004. When the CCD dataare merged with the Budget
Service REAP data set, about 15,600 school districts have useable data.

>" Excel spreadsheet obtained from the ED Budget Service, March 2005.



