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Q: Which five states have the highest rural four-year graduation rates? Answer on page 4.

continued on page 3

Bias Against Small Districts in
Title I Formula is “Systematic”

– SAVE THE DATES!  –

SIXTH ANNUAL
RURAL EDUCATION WORKING GROUP

“Gathering Strength for the Challenge”

APRIL 13–15, 2007
Charleston, South Carolina

The sixth annual Rural Education Working Group meeting will be held in Charles-
ton, South Carolina on April 13–15, 2007. Join rural activists from across the country
to learn about the challenges facing rural schools and their communities. Learn how
rural people are organizing to save and improve their schools. Renew old ties and
make new friends.

Who Should Attend the Conference: Rural community volunteers and activ-
ists, parents, students, school board members, teachers, superintendents, and prin-
cipals. This meeting is a unique opportunity for rural people to share struggles,
strategies, and victories in a peer-to-peer learning environment.

Conference fee is $150, which applies toward room, board, and materials. Stu-
dents are free. Limited scholarship assistance is available. To register, email
kelly.brown@ruraledu.org or call 802-728-5899 to register.

Is the discrimination against small
school districts in the funding formula
under Title I of the No Child Left Behind
Act widespread and systematic, or just a
matter of an occasional case here and
there?

Last month, we showed how two
Texas districts with nearly identical stu-
dent poverty rates, Houston and Jim
Hogg County, receive sharply different
amounts of funding per student eligible
for Title I services due to a “weighting”
system that gives more money per stu-
dent in districts with either high per-
centages or high numbers of eligible
students. (See inset box at left.) Each
Title I student in Houston is “worth”
about 75% more than one in Jim Hogg
County, simply because there are more
eligible students in Houston.

To find out whether that was just an
exceptional case, we analyzed the Title I
funding data for FY 2006–07 for all 1,040
districts in Texas. We broke the districts
down into five groupings based on the

percentage of Title I eligible students in
the district, using the same eligibility
brackets used by the Title I funding for-
mula weighting system. This way, we
compared districts with similar eligibil-
ity rates. In each of the five brackets, we
then ranked the districts in size from larg-
est to smallest—based on the number of
Title I eligible students in each district.

In the bracket with the highest eligi-
bility rate (in effect, the highest poverty
rate), the relationship between the num-
ber of eligible students and funding level
was not apparent. That is because the
weighting system gives a higher weight-
ing to very high percentages of eligible
students than it does to very high num-
bers of eligible students.

But in all the lower four brackets, the
bigger districts got more per eligible
pupil than the smaller ones. However, the
benefit of the discrimination was limited
to only a very few districts in each
bracket. As few as three and no more than
11 large districts in each of the four
brackets got disproportionately more
than their share of the Title I money. All
other districts in the bracket got less than
proportional per student funding.

The size of the excess allocation for
the handful of winners was remarkable.
We looked at the four largest districts in
each bracket to see what proportion of

Title I Weighted Formulas
There are four grant formulas within

Title I. Under No Child Left Behind, a sig-
nificantly larger share of Title I funds are
distributed through two of these formu-
las. One of them, the “Targeted Grant”
provides relatively more money per eli-
gible student to high-poverty districts
than to low-poverty districts. The other,
the Education Finance Incentive Grant
provides more money to districts in states
that do a better job of equalizing the state
aid they provide to districts.

A district’s authorization under these
two grant programs is calculated using a
“weighted eligibility count” that provides
additional weight for each eligible student
in districts that have either higher per-
centages of eligible students or larger
numbers of eligible students.

When the percentage of eligible stu-
dents is used, large and small districts get
the same amount of funding per eligible
student. But when the number of eligible
students is used, larger districts gain a
substantial per pupil advantage because
the weight increases as the number of stu-
dents increase. The calculation that is
used is the one that yields a larger share
of funding for the specific district.
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Rural Advocate Uncovers Privatization Ploy
When James Holloway, a member of

the South Carolina Rural Education
Grassroots Group, was invited to a meet-
ing at a local church dinner to hear from
a group called Clergy for Educational
Options (CEO) about solving student
achievement issues and writing grants,
he was eager to attend.

As a local school board member in
Saluda, South Carolina, Holloway is
acutely aware of children in his commu-
nity who are not doing well in school. In
2003 in response to this situation, he and
others in the community created the Riv-
erside Community Development Corpo-
ration (RCDC), a non-profit group that
provides after school programs, tutoring,
and a variety of services and activities.

As Holloway listened to the CEO pre-
sentation at the church dinner, he real-
ized that this group might not be what
he had thought.

He explains: “Since I attend our
grassroots group in Columbia once a
month, I knew a lot about ‘Put Parents
in Charge,’ a thinly disguised school

voucher proposal, and it sounded to me
like CEO was pushing that agenda.”

Several months later, a CEO official
called RCDC’s director of after school
programs and offered to bring school
supplies for about 200 kids. In the mean-
time Holloway had received a CEO mem-
bership card—based solely on having put
his name on the sign-in sheet at the first
meeting.

On the day the CEO representative
was scheduled to bring the school sup-
plies, Holloway and several local minis-
ters met with him. (It turns out that he
only brought refreshments; CEO had
asked local churches to donate the school
supplies.) They learned that CEO only
works on grant-writing with its mem-
bers. They also clarified that CEO sup-
ports an initiative that would enable
parents to put their child in any private,
public, or home school and take the pub-
lic school’s per pupil funding with them.

Holloway and the other ministers chal-
lenged the voucher idea. “The best thing to
do is fix the failing situation. This program

takes money out of our community and
supports re-segregation,” Holloway re-
members saying. He also tore up his CEO
membership card and returned it, de-
manding to be taken off CEO’s lists.

This story playing out in a small rural
community in South Carolina is part of
a much bigger story of a large, well-
funded effort by national groups to push
privatization of education through
school vouchers and tuition tax credits.

The mission of Clergy for Educational
Options, according to their website, is “to
provide guidance and support to help Af-
rican American and minority families
meet their social, economical (sic) and
academic needs.” It is clear that CEO sup-
ports school choice and vouchers, but it is
not easy to get a lot of information about
the group or find out how it is funded.

After some sleuthing, however, Hollo-
way found that CEO is closely linked to
South Carolinians for Responsible Gov-
ernment (SCRG), a group that advocates
for all kinds of school choice and vouch-
ers programs.

SCRG also refuses to say how it is
funded, but there is evidence that points
to Howard Rich, a wealthy New Yorker
who has set up many shell companies and
organizations through which he makes
contributions to causes he support.
These include private school voucher
programs, and candidates, including
$56,000 to Karen Floyd, the pro-voucher
candidate for state superintendent of
South Carolina schools.

Rich specializes in hiding his politi-
cal activity behind local organizations
created out of thin air with his money.
SCRG claims to be a grassroots group
with over 200,000 members, but if they
count members the way CEO does, one
has to wonder.

Churches in Saluda were not lured
into this tangled web of deceit, in large
part because James Holloway and the
South Carolina Rural Education Grass-
roots Group understand the role of policy
in creating good schools for all students.

For more information about the in-
volvements of Howard Rich, see RPM-
Online at www.ruraledu.org.

Editor’s Note: The South Carolina
Rural Education Grassroots Group is an
independent organization that partici-
pates in the national Rural Education
Working Group coordinated by the Ru-
ral School and Community Trust.

Study Finds Oregon’s 65%
Initiative “100 Percent Phony”

A recently released study by the Or-
egon Center for Public Policy (OCPP)
calls a school spending initiative “100
percent phony” because it would not
improve student performance.

The proposal, Initiative Petition 24
(IP 24), would require that each Oregon
school district spend at least 65% of
its operating budget on “classroom in-
struction expenditures.” Similar 65%
rules are being
pressed in several
states by a national
group called First
Class Education.

Mike Leachman,
the author of the
OCPP report, points
out some of the arbitrary distinctions in
the proposal between “instructional”
and “non-instructional” expenditures:
“. . . the formula would reward districts
that purchase new football helmets or
take more overnight trips but punish
districts that spend to improve the nu-
tritional quality of school lunches or

that add a bus route to improve atten-
dance. . . . Classroom supplies are good,
while training teachers to be more ef-
fective at reading instruction is bad un-
der IP 24.

Supporters of the 65% solution have
offered no empirical evidence to suggest
that it will improve schooling out-
comes. So, Leachman worked with Ru-
ral Trust staff to test the proposal using

methodology speci-
fied in IP 24.

The analysis
found that the initia-
tive would have no
direct effect on stu-
dent achievement.
Leachman predicts

that it will have harmful indirect effects,
including the dilution of local autonomy
and pressure on school districts to re-
duce critical student support services.

You can view the full report and press
release at www.ocpp.org/. For more in-
formation about First Class Education
and the 65% Solution, see RPM-Online.

For more perspective on the 65% and
100% “Solutions” visit Rural Matters blog
at http://blog.ruraledu.org/2006/11/
miracle_cure_or_snake_oilor_ho.html.
While you’re there, share your thoughts
on these or other matters.

http://www.ruraledu.org
http://www.ocpp.org/
http://blog.ruraledu.org/2006/11/miracle_cure_or_snake_oilor_ho.html
http://blog.ruraledu.org/2006/11/miracle_cure_or_snake_oilor_ho.html
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Bias Against Small Districts in
Title I Formula is “Systematic”
from page 1

that bracket’s Title I eligible students
they had collectively, and what share of
the Title I money they received. We
looked at both the total Title I funding
and the portion of the Title I funds dis-
tributed under the formula that have the
biased weighting system. The results are
in the table at right.

The “neutrality” of the weighting sys-
tem in the highest bracket (bracket 5) is
apparent. The “Big Four” in that bracket
got almost exactly their proportion of the
funding. In the other brackets, the “Big
Four” districts all got between 1.9 and
4.5 percentage points more than their
share of the Title I money.

For the grants made under the
weighted part of the formula, their over-
allocation ranged from 6.6 to 10.8 per-
centage points.

When all 20 of these large winners
were taken together, they have 39% of
the Title I eligible students in the state
but get 43% of all Title I funds in the

Four Districts in Each Bracket with the Largest Number
of Title I Eligible Students

Bracket Percent of Percent of Percent of
1=lowest % Title I “Weighted” All Title I

and 5=highest % Students in Funding for Funding for
eligible students Bracket Bracket Bracket

1 22.8 31.7 27.3
2 26.4 35.5 28.9
3 40.5 51.3 44.1
4 64.7 71.3 66.6
5 41.0 40.1 40.1

state, and 46% of the funds distributed
under the weighted part of the formula.

Not big differences? Well, when you
are distributing nearly $1.2 billion, a
small advantage goes a long way. To-
gether, the over-allocation to these 20
large districts amounted to over $29 mil-
lion in weighted formula funding, and
over $47 million in all Title I funds.

We also examined the 35 largest dis-
tricts (measured by number of Title I eli-
gible students), regardless of the bracket
they were in. These districts collectively
had 50%of the Title I eligible students in

the state, received 54% of all Title I funds,
and 60% of the weighted funds.

Our analysis, which looks at Title I
funding in all districts in Texas, finds that
larger districts get more per pupil fund-
ing authorization than smaller districts
with similar percentages of eligible stu-
dents, except in districts with the high-
est levels of student poverty (38.25% and
higher). The portion of the Title I for-
mula designed to weight student poverty
effectively weights poor students in large
districts more heavily than poor students
in small districts across the state.

Washington State
Litigation Underway

A special education funding law-
suit filed in 2004 has come to trial
in the Thurston County Superior
Court. A coalition of 12 districts—
including rural Riverside district—
alleged that the state is violating the
Washington Constitution, which re-
quires the state to fund an “ample”
basic education for all students. A
friend of the court brief, signed by
72 other districts, has also been
filed. These 72 districts, along with
the 12 plaintiffs, educate more than
60% of Washington’s special educa-
tion students.

The plaintiff districts, known as the
Alliance for Adequate Funding of Spe-
cial Education, claim that special edu-
cation is severely under-funded and
that they are forced to cut other pro-
grams or rely on levied local taxes to
meet federal and state special educa-
tion requirements. Washington caps
state funding for special education

students at 12.7% of the total number
of students in the district.

Courts in Washington in the 1980s
ruled that the state must provide spe-
cial education funding and that some
safety net measures were needed to
supplement the budget. The state has
countered that districts have prob-
lems in their accounting procedures
and that as many as 15% of special
education students may not actually
be eligible for services.

Observers of the case have specu-
lated that the trial was timed to co-
incide with the release of a report by
Governor Chris Gregoire’s Washing-
ton Learns education study commit-
tee, which also examines special
education funding. That report, the
culmination of an 18-month study
process, is expected soon. See RPM-
Online for links to additional infor-
mation about this story.

For more Rural School Funding
News, be sure to check out this
month’s special expanded RSFN-
Online Extras at www.ruraledu.org.

The Rural Trust on
NCLB—Thoughts
About Trying to
Improve a Flawed Law

In October, the Board of the Rural
School and Community Trust approved
a position paper outlining our recom-
mendations for the reauthorization of
the No Child Left Behind Act (NCLB).
The Rural Trust believes that the law is
fundamentally flawed, but . . . .

The “but” indicates that, in spite of
deep reservations about NCLB, this law
has dominated national education re-
form and will likely continue to do so for
the next several years. Since the law is
up for reauthorization in 2007, we sug-
gest modifications that will make the law
more responsive to the circumstance of
rural schools.

The paper identifies six broad areas for
improvements in the legislation: Title I
funding, Highly Qualified Teacher pro-
visions, Adequate Yearly Progress, Sanc-
tions, assessment of Special Education
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(86.47%), Utah (86.32%), and South Dakota (85.14%).

Funding Gap Between State Spending
on Rural Education and Percentage
of Rural Schools and Students

While 28.6% of all public schools
in the U.S. are located in rural com-
munities, and 21.4% of public school
students attend these schools, only
18.4% of state education funding goes
to support these schools—this in spite
of the fact that rural students, on aver-
age, face more substantial socio-
economic challenges (e.g., poverty,
adult education levels) than students
in non-rural settings. Rural schools,
nationally, receive less that their fair
share of state education funding.
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Source: U.S. Census Bureau, Public Elementary-Secondary Education Finance Data for 2003
(National Center for Education Statistics F-33 Data Base).

and English Language Learners, and
general funding problems. We briefly
describe the primary problems in each
area and make recommendations for al-
ternative approaches.

For example, the Rural Trust recom-
mends that Title I funding formulas that
discriminate against small and rural dis-
tricts be changed or eliminated, that

school choice should be a state policy
decision rather than an NCLB sanction,
and that the federal government should
mandate that states provide equitable
funding for all public schools in all lo-
cales as a necessary condition to receive
Title I funds.

The Rural Trust position paper on
NCLB is available at www.ruraledu.org.
We invite your thoughts on the re-au-
thorization of NCLB on our blog, Rural
Matters, at http://blog.ruraledu.org.

The Rural Trust on NCLB
from page 3
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