NEPC Review: The Enrollment
Decline Windfall (EdChoice,
February 2025)

NEPC

NATIONAL EDUCATION
POLICY CENTER

Reviewed by:
David E. DeMatthews and Jinseok Shin

University of Texas at Austin

May 2025

National Education Policy Center

School of Education
University of Colorado Boulder
nepc.colorado.edu



http://nepc.colorado.edu

Acknowledgements

NEPC Staff

Faith Boninger
Publications Manager

Patricia Hinchey
Academic Editor

Elaine Duggan
Production Design

Alex Molnar
NEPC Director

Kevin Welner
NEPC Director

Suggested Citation: DeMatthews, D.E. & Shin, J. (2025). NEPC Review: The enrollment decline
windfall. Boulder, CO: National Education Policy Center. Retrieved [date] from https://nepc.
colorado.edu/review/enrollment

Funding: This review was made possible in part by funding from ( GREAT LAKES

the Great Lakes Center for Educational Research and Practice. B GENTER

@@@ This work is licensed under a Creative Commons Attribution-NonCommercial-
s NoDerivatives 4.0 International License.

This publication is provided free of cost to NEPC’s readers, who may make non-commercial use of it as
long as NEPC and its author(s) are credited as the source. For inquiries about commercial use, please
contact NEPC at nepc@colorado.edu.

The National Education Policy Center (NEPC), a university research center housed at the University of
Colorado Boulder School of Education, sponsors research, produces policy briefs, and publishes expert
third-party reviews of think tank reports. NEPC publications are written in accessible language and
are intended for a broad audience that includes academic experts, policymakers, the media, and the
general public. Our mission is to provide high-quality information in support of democratic deliberation
about education policy. We are guided by the belief that the democratic governance of public education
is strengthened when policies are based on sound evidence and support a multiracial society that is
inclusive, kind, and just. Visit us at: http://nepc.colorado.edu

http://nepc.colorado.edu/review/enrollment



https://nepc.colorado.edu/review/enrollment
https://nepc.colorado.edu/review/enrollment
http://www.greatlakescenter.org
mailto:nepc%40colorado.edu?subject=
https://creativecommons.org/licenses/by-nc-nd/4.0/
https://creativecommons.org/licenses/by-nc-nd/4.0/
http://nepc.colorado.edu

NEPC

NATIONAL EDUCATION
POLICY CENTER

NEPC Review: The Enrollment Decline Windfall
(EdChoice, February 2025)

Reviewed by:

David E. DeMatthews and Jinseok Shin
University of Texas at Austin

May 2025

Summary

Since most U.S. states rely heavily on per-pupil funding models, projected decreases in
school-aged children through 2030 and rapidly expanding private school voucher policies
have raised concerns about potentially inadequate public school funding. A recent EdChoice
report suggests that such underfunding concerns are overstated. Its rationale is that dis-
tricts with declining enrollment have more resources for remaining students, partly because
federal, state, and local funding do not always drop proportionately as student enrollment
drops. However, the report is severely limited in that it applies an unreasonably simplistic
analytical approach to draw conclusions about complicated and contextually nuanced top-
ics. In particular, the report has five main faults: (a) it oversimplifies the categorization of
school district types; (b) it fails to consider structural cost differences that influence district
finances; (c) it lacks an adequate approach to analyzing longitudinal data; (d) it includes
faulty assumptions about how per-student expenditures benefit students; and (e) it fails to
consider how more severe declines in student enrollment can trigger reduced services, school
closures, and other reductions that would negatively impact students, especially those with
the greatest needs. In short, the report’s unsophisticated approach to a complex topic offers
readers—especially policymakers and state leaders—nothing useful.
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I. Introduction

The U.S. Department of Education has projected that total public and private K-12 school
enrollment will decrease between 2019 and 2030 (although some states and regions are
expected to have stable or higher enrollments).! While anticipated declines are widespread,
they are not monolithic across the nation’s states and roughly 13,500 school districts. Some
districts will see enrollment increases, shifting student demographics, or some years of
growth and some years of decline. The impact of such enrollment shifts will differ depend-
ing on location, because public school districts are financed through local, state, and federal
funding that varies across states. Most states rely heavily on per-pupil funding models while
others include resource-based funding or hybrid models.? Some states prioritize additional
funding for smaller rural districts (Montana and Texas, for example) or provide additional
support for low-income students (as in California and New York). States may also make
decisions about how to weight additional funding to serve students with disabilities and
English learner students.3

In addition, some states (like Florida and Maryland) have fewer county-based districts with
large enrollments while others (like Illinois and New Jersey) have hundreds of small dis-
tricts with fewer than 1,500 students. Districts also receive different amounts of federal and
state funding based on their population of some students (students with disabilities and/or
students eligible for free or reduced-price lunch, for example). Given the number of diverse
variables affecting funding of specific schools in specific contexts, researchers attempting to
evaluate the impact of student enrollment declines on school district resources need to apply
highly sensitive and thoughtful approaches to their work.4

The Enrollment Decline Windfall, written by Ben Scafidi and published by EdChoice,5 ex-
plores the possible implications of projected enrollment declines. The report examines
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trends in school district expenditures and staffing across multiple time periods and con-
cludes that enrollment declines “leave more resources” for students in public schools.

II. Findings and Conclusions of the Report

The report focuses on most U.S. public districts experiencing enrollment increases and de-
creases over three time periods: 2018 to 2019, 2015 to 2019, and 1998 to 2019. It also pro-
vides separate analyses of rural districts, focusing on their enrollment variances between
2015 and 2019 and on staffing changes they experienced during the COVID era (2020-
2023). The major conclusion of the report is that districts with declining enrollment have
more resources for students remaining in the district partly because federal, state, and local
funding are not always proportionally reduced when student enrollment drops. The report
states that “districts can retain funds for students they no longer serve, giving them more
resources, on a per-person basis, for students who remain.”®

The report finds that the “average district” with declining student enrollment “spent more
per student and saw a larger increase in total expenditures per student as compared to the
average district gaining enrollment.”” Between 2018 and 2019, average districts losing en-
rollment had a 7.1% increase in total expenditures per student between 2018 and 2019, while
those gaining enrollment had a 3.7% increase. Moreover, average districts with declining
enrollment had larger increases in salary and benefits for school personnel than the average
district with rising enrollment.

II1. The Report’s Rationale for Its Findings and Conclusions

The report argues that declining student enrollment results in more resources per student
because school funding does not always decrease in direct proportion to enrollment losses.
It suggests that while overall district budgets may shrink when student numbers decline, the
per-student funding increases because certain funding sources—such as local property taxes
and state-level hold-harmless provisions—remain stable or decline at a slower rate.

The report presents three key arguments to support this rationale:

1. Many school funding mechanisms do not immediately reduce financial allocations
when student enrollment declines, allowing districts to retain resources.

Districts experiencing declining enrollment have, on average, seen greater increases
in per-student expenditures, including staff salaries and benefits, compared to those
with increasing enrollment.

Over multiple time periods (2018-2019, 2015-2019, and 1998-2019), districts with de-
clining enrollment consistently demonstrated higher per-student expenditures.
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By presenting these points, the report concludes that declining enrollment should not be
a major financial concern for policymakers and may even provide financial advantages to
remaining students.

IV. The Report’s Use of Research Literature

The report primarily relies on publicly available financial data from sources such as the
National Center for Education Statistics (NCES) to analyze trends in school expenditures.
It engages minimally with prior peer-reviewed literature on school finance or enrollment
changes, overlooking studies that could contextualize its findings. For example, research-
ers have found that only targeted spending improves educational outcomes,® a critical link
absent from the report’s claim that per-pupil increases benefit students.® Similarly, studies
indicate that school closures from enrollment declines harm student achievement,® while
research within Michigan reveals how choice-driven declines threaten long-term financial
sustainability''—effects the report ignores. Instead, the report constructs its argument using
descriptive financial statistics without incorporating research that explores these broader
impacts on educational quality, school operations, or district stability.

V. Review of the Report’s Methods

The methodology used in the report contains several notable weaknesses that limit the va-
lidity of its conclusions.

First, the report oversimplifies the categorization of school districts by dividing them into
just two groups—those with increasing enrollment and those with declining enrollment—
without accounting for regional differences in school finance policies. Public school enroll-
ment in the U.S. increased steadily through Fall 2019 to 50.8 million students,* yet this
national trend obscures significant state-level variation, with some states experiencing de-
clines while others grew.* However, school funding policies vary significantly across states;
some states gradually phase in budget reductions in response to declining enrollment, while
others impose immediate funding cuts.'# Additionally, some states increased education
spending during the study period despite enrollment declines, further complicating the in-
terpretation of per-student spending trends.'> By failing to compare similar districts under
similar policy conditions, the report risks misinterpreting the relationship between enroll-
ment decline and per-student spending.

Second, the report fails to consider structural cost differences that influence school district
finances. It assumes that an increase in per-student expenditures translates directly into
greater resources for students, yet it does not account for fixed costs such as facility mainte-
nance and operations, which remain constant regardless of enrollment changes. Pension ob-
ligations may also lock in costs, explaining rising expenditures without necessarily leading
to tangible improvements in student resources.®* Without distinguishing between spending
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that directly benefits students and spending required to maintain school operations, the
report’s conclusions about the financial benefits of enrollment decline become questionable.

Third, the report lacks a proper longitudinal analysis, despite claiming to assess the short-
term (one-year), medium-term (four-year), and long-term (21-year) effects of enrollment
decline. The issue is that those main analyses end in 2019, which raises concerns about
whether the reported financial trends truly capture long-term patterns. For instance, if
enrollment declines were concentrated toward the later years of each study period, then
even the four-year and 21-year analyses may not reflect genuine long-term effects. Other
researchers have shown funding effects unfold over time, requiring a year-by-year analysis
or restricting the sample to districts where enrollment decline trends persisted over time—
unlike the report’s static comparisons.”” Snapshots miss sustained trends, weakening claims
about medium- and long-term impacts.'®* Without these adjustments, the report’s conclu-
sions about medium- and long-term financial impacts remain incomplete.

VI. Review of the Validity of the Findings and Conclusions

While the report presents data showing that per-student expenditure increased in districts
with declining enrollment, it does not sufficiently demonstrate that this trend translates into
positive educational outcomes or financial sustainability. The findings and conclusions are
built upon failed assumptions.

First, the assumption that increased per-student expenditures directly benefit students is
unverified. Researchers have demonstrated that only targeted spending improves outcomes,
yet the report offers no evidence linking its expenditure increases to educational quality.*°
Additional spending may reflect rising operational costs (such as building maintenance and
pension liabilities)?° rather than direct improvements in instruction or student services.

Second, the report does not address threshold effects. A moderate enrollment decline might
not disrupt school operations, but larger declines can force districts to reduce services,
close schools, or consolidate programs. In fact, researchers have found that closures from
spending cuts harm vulnerable students.?* When schools close, student achievement drops
post-closure.?? However, the report overlooks such significant impacts.

Third, the report’s use of historical data as a predictor of future trends is problematic.

* COVID-era funding influxes (including the Coronavirus Aid, Relief, and Economic Se-
curity Act, Coronavirus Response and Relief Supplemental Appropriations and Amer-
ican Rescue Plan Act) temporarily altered school finance patterns, making it inappro-
priate to generalize trends from this period.

The report fails to analyze how districts handled enrollment declines over time—if
financial pressures gradually accumulated, a single-year snapshot may be misleading.

Finally, the report claims that school choice policies, such as vouchers, had minimal impact
on enrollment declines and should not be a major concern for policymakers. However, as
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school choice initiatives expand in certain regions or more broadly across the U.S., their
impact on public school enrollment and funding will likely grow, making the report’s as-
sumptions even less grounded. For example, choice-driven declines in Michigan strained
school district budgets.23 Researchers have also found that expanded choice can deepen oth-
er educational inequities—effects likely to grow as initiatives expand, contrary to the re-
port’s optimism.24 Regions that see decreasing public school enrollment coupled with school
privatization and voucher expansion may experience significant fiscal harm, another effect
ignored in the report.2

VII. Usefulness of the Report for Guidance
of Policy and Practice

Rather than a thoughtful and contextually nuanced analysis useful to policymakers as they
wrestle with public school enrollment and funding changes, the report offers an oversimpli-
fied and misleading positive assessment of enrollment decline impact—one that completely
ignores that different states and regions will be affected differently. It also ignores that
school choice policies can exacerbate fiscal distress and disadvantage students, undercut-
ting the report’s policy advice. Policymakers should ignore this report and seek information
and insights elsewhere.
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