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Nearly every state has flaws in how it funds public
education, particularly when it comes to equitable
funding for historically underserved students. While
challenges vary by state, there are five common pitfalls
in education finance equity:

1. Formulas do not fully account for differences in
student learning needs.

Most states use a student-based funding formula. But
other states take a different approach, using resource-
based or program-based funding formulas, which
allocate funding based on the cost of inputs (e.g.,
staffing ratios or specific programs).’ Student-based
funding formulas provide a more direct link between
student enrollment, learning needs, and state funding
allocations. Resource- or program-based funding
models obscure this link and can constrain how district
leaders spend money to meet students’ needs.

2. There are too many school districts segregated
by wealth.

The number of school districts varies significantly
among states. Florida and New York both serve a
similar number of K-12 students (2.8 million and 2.6
million students, respectively)? but take vastly different
approaches to drawing school district lines. The entire
state of Florida is served by 67 school districts, while
New York has 10 times that number with 687 school
districts.?
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District boundaries are deeply intertwined with systemic
school and community segregation by race and class.
More, smaller school districts usually means more
disparities in property wealth across district lines, which
is the primary driver of local tax revenue for schools.*
This creates a heavier lift for state funding formulas to
balance out funding disparities created by local property
tax revenues. It also generates funding inequities

by race because of correlations between racial and
economic segregation among districts.

3. Some schools are funded in an entirely
different way.

Many states have separate funding mechanisms for
different kinds of public schools, such as magnet
schools, vocational or technical high schools, and
charter schools.® As students change schools, their
movement within a school district can significantly affect
the per-pupil funding that supports their education.

There may be good reasons for some of these
distinctions, but policymakers should ensure that schools
have equitable funding to support students’ learning
needs, regardless of the kind of public school they
attend.
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4. States do not provide enough funding to
adequately address student learning needs.

In states with a student-based funding formula, there
are often “weights” that drive increased funding tied to
districts based on their students’ additional needs. But
how do policymakers know what the right weight should
be for a low-income student versus a student with
dyslexia? What is the right “base” amount for a student
who does not belong to a weighted group?

The truth is, there is no single correct answer for how
much weight ought to be granted for different types

of students. Instead, policymakers and advocates alike
should examine the opportunities a formula creates

for students with different learning needs. This could
begin with comparisons of districts’ per-pupil funding or
research on actual costs associated with providing high-
quality supports to different kinds of students in different
parts of the state. The results of these analyses can help
inform policymakers on changes that could better align
funding with students’ learning needs.

5. States used outdated or insufficient methods to
account for local tax revenue.

State formulas often attempt to account for how much
tax money school districts generate locally. This way,
state dollars go farther for equity: State funds help
even the scales for students in less wealthy districts,
and states will not allocate state money inefficiently to
wealthier districts that do not need it.
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Many states do not do enough in practice to account

for the vast disparities in the tax base among school
districts. They may not account for true local tax capacity
or get the full picture on differences in local wealth.

For example, New York’s current formula relies on data
sources that are more than a decade old, resulting in
state funding allocations based on outdated accounting.

In other cases, states fail to constrain districts that
outraise the amount of local revenue that state formulas
assume. If states do not cap local contributions to school
district funding or otherwise adjust for them, affluent
districts can generate significantly more local money than
their neighbors and still yield extra dollars from the state.

Questions for Advocates
e Which of these equity pitfalls apply in your state?

* How does your state’s system of school district
boundaries affect education finance equity?
Does that system systematically disadvantage
access to educational resources for low-income
communities or communities of color?
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