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Rural Communities

Rurality is generally identified using distance from other districts or urban areas, student density, and/or relative enrollment. States typically address the unique fiscal challenges of rural and remote education by providing supplemental funding through state aid formulas. Approximately thirty-three states have statutory adjustment policies for small size, sparsity, or isolation (Gutierrez & Terrones, 2023). These funding mechanisms include weighted student counts, categorical grants for specific needs like transportation, and resource-based allocations that guarantee minimum staffing levels regardless of enrollment. Eligibility for this aid is generally determined by state-specific thresholds for enrollment size (small), student density per square mile (sparse), or geographic distance from other school districts (isolated). These adjustments are intended to offset higher per-pupil costs caused by a lack of economies of scale and the necessity of maintaining core services, such as a principal or building maintenance, for very few students.

What the Research Says
Considering how size, sparsity, and isolation can influence school costs and educational outcomes, research indicates that increases in funding can improve academic success, while reductions are associated with declines in achievement.

1. Small Size and Low Density Increased Educational Costs: Evidence from Vermont shows that school size and population density are distinct, independent drivers of rural education costs. In this study, schools with fewer than 100 students require about $1,059 more per pupil than those with more than 250 students to achieve comparable outcomes. Additionally, schools in areas with fewer than 50 people per square mile must spend an additional $587 per pupil than those in more densely populated districts to reach similar achievement levels (Kolbe et al., 2021).
2. Remote Rural Cost Pressures: Drawing on fifteen years of financial data, a study of California’s implementation of the Local Control Funding Formula found that while rural and nonrural districts generally allocated their funds similarly, remote rural districts emerged as distinct outliers, spending significantly more overall. Contrary to expectations of increased instructional spending, these remote rural districts dedicated substantially more resources to capital, facilities, transportation, and debt service (Dhaliwal & Bruno, 2021).
3. Achievement Loss from Funding Cuts: In a study of Kansas's transition to a block grant funding formula, research found that declines in spending represented a fraction of the total budget that was more than four times greater in rural districts than in nonrural ones. The study found that these disproportionate funding constraints were directly linked to significant achievement declines in rural settings. These findings suggest that because rural districts often have lower cash reserves and less access to outside services, they are less able to absorb short-term funding cuts without academic performance loss (Rauscher, 2020).

Recommendations for How to Fund Rural Communities
States should adopt funding policies that direct funds to small, sparse, and isolated schools. 

1. Adopt a Small Size or Isolated Funding Weight: States should utilize weighted funding formulas that proportionately allocate resources to schools based on their size, isolation, and density ratios (Kolbe et al., 2021).
2. Incorporate Both Enrollment and Density: State funding formulas should incorporate separate factors for district size and sparsity rather than treating them as interchangeable. Reliance on a single measure may fail to target aid effectively, as many small districts are not sparse, and some sparse districts have relatively high enrollments (Gutierrez & Terrones, 2023).
3. Provide Supplemental Aid as Unrestricted Revenue: When states provide rurality aid, they should prioritize unrestricted funds that grant local administrators the flexibility to address their unique cost structures. This is more effective than rigid categorical grants, as it allows districts to allocate resources toward their highest local needs, such as competitive teacher salaries or addressing geographic isolation (Dhaliwal & Bruno, 2021).

Conclusion
Effective rural school finance requires states to transition to weighted student funding formulas that treat school size and population density as separate cost drivers. By providing flexible, unrestricted revenue and targeted human capital supports, states can better ensure that rural students have equitable access to an adequate education regardless of their geography.
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