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Executive Summary

Historically, many American students from poor families have been trapped in sorely
underfunded public schools. The conventional wisdom suggests that school funding remains
unequal across low- and high-income schools and that equal funding equates to equitable
resources for students. This brief challenges the notion that economically disadvantaged
students receive less funding than other students, with implications for equalizing
classroom resources and optimizing other social policies.

Specifically, this brief addresses the following ideas that have become conventional wisdom
in some quarters:

Conventional wisdom (CW): “Students from traditionally disadvantaged backgrounds
attend poorly funded schools.”

School funding has risen dramatically over the last few decades,
especially in schools serving more students from low-income families.

CW: “Better school funding makes a difference to students from low-income families.”
Over the last two decades, the evidence that “money matters” to
school performance has become much stronger and shows that school funding is
even more important for students from poor families.
CW: “School funding remains unequal across low- and high-income schools.”
School-finance reforms and, to a lesser extent, increases in federal
education funding have eliminated the gaps between schools serving more- and
less-affluent students, at least when those schools are within the same state.
CW: “Eliminating the SES gaps means racial/ethnic funding gaps disappear, too.”
A few states that have eliminated gaps in
funding for students of different socioeconomic status (SES) still have funding gaps
by race.

CW: “Equal funding means equitable resources for students.”

Ensuring access to some resources, such as high-quality teachers,
costs more in schools that serve more disadvantaged student populations.
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CW: “Even if school funding is equal, it’s not adequate to meet students’ needs.”

Consequently, what
constitutes “adequate” funding will inevitably be contested and variable across
communities.

The Bottom Line

For decades, many American students from poor families were trapped in sorely
underfunded public schools while more affluent families had access to better-funded ones.
But times have changed. School-finance reforms and, to a lesser extent, increases in federal
funding have largely equalized school funding over the past few decades. Although not all
fiscal gaps have been closed in every state, school funding within states is now generally
progressive, meaning that students from poor families generally attend better-funded
schools than students from wealthier families, and disparities in outcomes between student
groups can no longer be attributed to funding gaps. In response to this shift, equity-minded
school-finance reformers now advocate for “adequacy” funding, but because adequacy is a
subjective concept, that goal is likely to be elusive.

Policy Implications

e Because funding is already progressive, improving the outcomes of lower-
performing students requires reforms to make schools more efficient using the
funds they already have and/or allocating funding even more progressively.

e Gaps in funding by race continue in a few states and should prompt continued
action to provide equalized funding.

e Focusing on equalizing classroom resources, such as access to high-quality teachers,
is an objective with a more commonsense rationale—likely making it more politically
tenable—than providing “adequate” resources, which is more subjective.

o The effectiveness of increased education funding faces diminishing returns in some
places, and other policy improvements, from better health care to offering child tax
credits, may improve the lives of students overcoming disadvantages more than
additional funds for schools.
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THINK AGAIN: Is Education Funding in
America Still Unequal?

This brief analyzes the extent to which public K-12 schools are funded unequally and
discusses continued challenges related to equitably funding schools. It evaluates six
statements that have become the conventional wisdom among some in the public or
policymaking community, including the following:

= “Students from traditionally disadvantaged backgrounds attend poorly funded
schools”

= “Better school funding makes a difference to students from low-income families”

= “School funding remains unequal across low- and high-income schools”

= “Eliminating the SES gaps means racial/ethnic funding gaps disappear, too”

= “Equal funding means equitable resources for students”

= “Even if school funding is equal, it’s not adequate to meet students’ needs”

“Students from traditionally-disadvantaged backgrounds attend poorly-
funded schools.”

Some of the earliest analyses of school funding disparities were conducted by the NAACP. In
his history of that organization’s legal work, law scholar Mark Tushent recounts a series of
school-spending analyses that the civil rights group produced in the 1920s. Back then,
segregated Black schools in Georgia and Mississippi received just one-eighth and one-fifth,
respectively, of what segregated White schools in the same states received. Although North
Carolina was “without a doubt the best” of the Southern states, the funding ratio was
merely “less than two to one,” and Black teachers had a minimum salary substantially lower
than the White minimum. Schools were separate and unequal.

The period of school integration following Brown v. Board of Education (1954) and the
successes of the civil rights movement brought welcome changes but did not come close to
ensuring that schools were appropriately funded. Schools attended by poor, Black, and
Hispanic students remained poorly funded because of both family choices and misguided
public policies. White and middle-class families leaving urban cores in previous decades
devastated local tax bases, leaving many schools chronically underfunded. Because
American schools have traditionally been funded largely through local property taxes, high-
poverty districts often received paltry resources. When writer and educator Jonathan Kozol
toured American schools in the 1980s, he encountered urban schools that were
“overcrowded and understaffed, and lacked the basic elements of learning—including
books and, all too often, classrooms for the students.” What Kozol deemed “savage
inequalities” between the wealthiest and poorest communities in the 1970s and 1980s were
no myth.
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Yet beginning in the era when Kozol was first documenting those stark differences in school
resources, civil rights activists, litigants, and voters pushed for more equitable funding for
schools. In 1968, John Serrano, a Mexican-American parent of students in an east Los
Angeles county school district, Baldwin Park Unified, sued the state based on the drastic
differences in funding between his zoned district and the more affluent school districts in
L.A. In the 1971 California Supreme Court case Serrano v. Priest, the Court ruled that
California’s “funding scheme invidiously discriminates against the poor because it makes the
quality of a child’s education a function of the wealth of his parents and neighbors.”

Since the Serrano decision, state supreme courts have forced school finance reforms in 26
other states, and those reforms have generally led to more spending for the schools serving
the lowest-income students. Many states have also passed laws increasing funding for these
schools, including as recently as 2022, when Tennessee switched to a student-based funding
model that allocates additional resources to students from poorer families. Federal
education funding, which is largely dedicated to schools with many students facing poverty,
has also increased modestly over time (Figure 1).

Figure 1. Per-pupil, inflation-adjusted school spending has soared over time.
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Note: Author’s calculations from Digest of Education Statistics tables 203.10, 236.55, and 401.10. All
spending amounts are inflation adjusted in constant 2021 dollars.

As shown, per-pupil school funding increased 81 percent in inflation-adjusted dollars from
1985 to 2019. And since the Covid-19 pandemic, schools have been showered with
hundreds of billions in federal relief funds. Although a fiscal cliff looms when those funds
expire, as of this writing students in virtually all American public schools—but especially
those attending schools with many students from low-income homes—are experiencing
unprecedented spending.
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“Better school funding makes a difference to students from low-income
families.”

For decades, going back to the landmark Coleman Report in the mid 1960s, some have
questioned whether “money matters” for schools, pointing to weak correlations between
school spending and student outcomes as evidence that lack of spending wasn’t the
problem. Yet a raft of rigorous studies over the past two decades has made it clear that
school funding does indeed make a difference to school performance.

Many of the more recent studies of school-finance reforms—Northwestern University
economist Kirabo Jackson reviews 35 of them in a recent working paper—Ileverage the fact
that they were implemented abruptly as a result of court mandates or close ballot
initiatives. And the studies tell a remarkably consistent story: school spending makes a
difference for all students, especially for students from low-income families. For example,
one study of multiple states found no overall effect of increased spending as a result of tax
increases that boosted school spending. However, that paper’s analysis of subgroups found
that the increased funding led students from lower-income families to earn higher scores on
end-of-year tests and to graduate at higher rates.

Of course, funding skeptics have a point when they say that education leaders should use
their funds wisely and focus resources in ways that maximize results for students. Many
expensive interventions, from reducing class sizes to hiring teachers with more advanced
degrees, often do little to increase student learning. Yet the activists and educators who
sounded the alarm about insufficient and unequal school funding weren’t wrong: properly
funding schools is an important issue, and for too long the students attending those
dilapidated, underfunded schools were denied opportunities by America’s longstanding and
systemic inequalities.

“School funding remains unequal across low- and high-income schools.”

State-level school finance reforms and, to a lesser extent, increases in federal funding for
schools have had a predictable but little-discussed effect: America’s shamefully persistent
inequities in school funding are finally a thing of the past.

Unfortunately, many education advocates and scholars have generally not acknowledged
this progress. Influential educationist Linda Darling-Hammond wrote as recently as 2013
that “in most states, there is at least a three-to-one ratio between per-pupil spending in the
richest and poorest districts.” A 2019 article from Vox puts the conventional wisdom
succinctly, arguing that because some school funding comes from local property taxes,
public “schools in wealthier areas get better funding.”

Research shows such claims are wildly out-of-date. In fact, school funding is now generally
progressive, meaning that students from poor families generally attend better-funded
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schools than students from wealthier families. Studies show that the era of savage
inequalities has been over for decades.

Looking at school districts with the wealthiest and poorest populations within each state, a
2018 study by a team of Berkeley economists found yawning funding gaps in 1990 (Figure
2). Yet over the span of fifteen years, these gaps completely disappeared. Funding for
students in wealthier and poorer districts had, by 2005, been equalized, and the gap
remained closed through 2013, when their data set ended.

Figure 2. Yawning gaps in district-level spending were closed by the mid-2000s.
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Note: Income quintiles are defined within states by the mean household income in the district in 1990, and
revenues are expressed in 2013 dollars. The figure has been reproduced from Lafortune et al. (2018), who
also note that districts are averaged within states and weighted by district enrollment (excluding Hawaii
and the District of Columbia).

Several studies by the Urban Institute have also shown funding gaps disappearing. Their
2017 study used a series of stunning data visualizations to show that progressively allocated
state and federal funding now outweighs the regressive effect of local funding sources, and
only three states (lllinois, Nevada, and Wyoming) continued to have slightly regressive
funding at the district level. A 2017 Brookings Institution study conducted by Urban
Institute’s Matt Chingos shows that progressive funding for schools goes back to at least the
mid-1990s. When the Urban Institute itself used a somewhat different methodology to
study school finance in 2022, they still found that funding was slightly progressive: “1
percent more funding is allocated to students from households in poverty nationwide than
toward students from households not in poverty.”

School-level data on these questions have only been available at scale for a few years, but
the new analyses using that more granular data find that school-level spending is even more
progressive than at the district level. This is not only because federal and state funding often
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targets low-income students but also because district funding itself is often allocated
progressively. The most comprehensive study of school-level spending is from researchers
at the University of Pennsylvania and the University of Delaware (hereafter, “Lee et al.”),
and it shows that it is actually much more common for schools with poorer students to
spend more than other schools in the same state—on average $529 more per student per
year (that study uses free and reduced-price lunch qualification and census-based poverty
metrics to operationalize student socioeconomic status (SES), with similar results using both
measures). The only state where spending in schools serving poorer students is still
markedly lower than in those serving wealthier ones is lllinois, which enacted school
funding reforms in 2017, after the time period that Lee et al. analyzed. In New Hampshire,
Rhode Island, Vermont, and Connecticut, funding for schools serving more low-income
students is very slightly lower, but in the rest of the states, school funding is either equal or
higher for the schools serving more low-income students.

“Eliminating the SES gaps means racial/ethnic funding gaps disappear, too.”

Similar to SES, the conventional wisdom is that Black and Hispanic students are more likely
than White students to attend poorly funded schools. For example, a 2019 report from
former fiscal advocacy group EdBuild said that students in “non-White” districts—those in
which non-White students were at least 75 percent of the population—received $23 billion
a year less in funding than mostly White districts received, evoking the deep institutional
racism of the era in which those first NAACP studies were conducted. But that eye-popping
figure excluded federal funding, which is allocated quite progressively. Since Black and
Hispanic students are more likely than White students to live in poverty, those additional
monies were not captured in the EdBuild data.

Studies that include federal, state, and local funding and look within states generally find
equal funding for students of different racial/ethnic backgrounds, but there are some
exceptions. Using somewhat different methodologies, both Lee et al. and a 2022 Urban
Institute report use school-level data to show that funding for Black students is generally
greater than that for White students in the same state, while funding for Hispanic students
is at least as much as that for White students in the same state. Specifically, Lee et al. find
that, “On average, Black and Hispanic students receive $514 and $115 more per pupil than
White students, respectively.”

It is true, however, that funding gaps based on race/ethnicity are more common than those
based on SES. Whereas Lee et al. find only a handful of states where total school-level
funding is even slightly regressive, they identify more than twenty states where Black or
Hispanic students are funded at lower levels than their White counterparts, although only a
few of those differences are statistically significant. Texas is a place where the racial school
funding gap remains; although that state provides equal funding for more and less affluent
students according to Lee et al., each Black student is, on average, funded at about $1,000
less per year than his or her White counterpart.

Thomas B. Fordham Institute | THINK AGAIN


https://www.tandfonline.com/doi/pdf/10.1080/0161956X.2022.2109912
https://www.tandfonline.com/doi/abs/10.1080/0161956X.2022.2107369
https://www.politico.com/story/2017/08/29/illinois-public-schools-funding-242144
https://web.archive.org/web/20200407000302/https:/edbuild.org/content/23-billion/full-report.pdf
https://www.urban.org/sites/default/files/2022-10/Measuring%20Differences%20in%20School-Level%20Spending%20for%20Various%20Student%20Groups_0.pdf
https://www.urban.org/sites/default/files/2022-10/Measuring%20Differences%20in%20School-Level%20Spending%20for%20Various%20Student%20Groups_0.pdf

THINK AGAIN | Is education funding in America still unequal?

Although equity advocates shouldn’t exaggerate the problem, the persistence of racial
disparities should prompt action in the places where they still exist.

“Equal funding means equitable resources for students.”

Although funding gaps have mostly been eliminated, financial resources are not necessarily
equivalent to classroom resources. The clearest example of this disconnect is continuing
disparities in teacher quality. As Lee et al. put it, “The teacher-quality gap is not being
remedied by progressivity in” spending. A number of other studies have likewise shown that
it costs more to recruit and retain high-quality teachers in schools serving more
disadvantaged students. Policies that reward educators who choose to teach in higher-
needs environments, such as Texas’s Teacher Incentive Allotment, are meant to lessen such
resource inequality but aren’t typically enough to eliminate the disparities. Lee et al. report
that economically disadvantaged, Black, and Hispanic students tend to have smaller class
sizes. Because such a policy tends to drive up staffing costs while offering minimal benefit to
student learning, it is a good example of how different types of resource inequities can
become so disconnected from overall spending patterns.

Because economic disadvantage also correlates with additional student needs (see Figure
3), it makes sense to account for the share of students needing special education and
English learning services, as well. Although many school-funding formulas allocate more to
schools serving these student populations, the very slight progressivity in school spending
suggests that schools serving less-affluent communities might often need more funds than
they are currently receiving to fund such programs.

Figure 3. Higher-poverty schools have more English learners and slightly more students
with special needs.
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with special needs (SPED), limited English proficiency (EL), and economic disadvantage in the 2021-22
EdFacts reports. Schools in three states are excluded because of lack of data (Delaware) or reporting nearly
all students as economically disadvantaged, SPED, and/or EL (lllinois and Oregon).
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Other resource inequities persist, as well. Special programs, such as Advanced Placement
and extracurricular activities, are less likely to exist in schools serving students coming from
disadvantaged backgrounds. Although some resources, such as whether a school has a
program for “gifted” students, are not correlated with the SES of schools, it’s true that
offering the same kinds of resources to all student groups means that higher-needs schools
often require significantly more funding than those serving more affluent populations. Thus,
some state funding systems should be even more progressive than they already are.

“Even if school funding is equal, it’s not adequate to meet students’ needs.”

The equalization of school funding in the United States is a major achievement, however
belated. The severe school-funding inequalities of the past made a mockery of equality of
opportunity in America. Greater school funding has been shown to make a difference,
especially to disadvantaged students, and it is sensible policy to fund the schools that these
students attend at least as well as we fund the schools that advantaged students attend. It
is also sensible for policymakers to attempt to equalize resources, such as access to high-
guality teachers, meaning that progressive—or even steeply progressive—funding is likely
to be necessary in many communities.

An ambitious approach, sometimes called “adequacy funding,” demands that school
funding be based on what is necessary to help equalize outcomes between student groups,
with some claiming that the precise amount of adequate funding can be calculated using
available data. Unfortunately, equalizing outcomes does not lend itself to a technocratic
solution that enables policymakers to calculate the “right” amount of funding. Thus, the
“adequacy” framework contributes little to our understanding of how best to allocate
education funding.

Consider a 2018 paper by Rutgers professor Bruce Baker and his coauthors, which defines
adequacy as enough funding to meet the “costs associated with achieving national average
student achievement outcomes” for all groups of students. Such an approach would still
cost far more than is currently spent, even after large increases in education funding in
recent years (see Figure 1). Even accepting all of their (arguably guestionable) assumptions,
Baker and his coauthors suggest that adequate funding would be in the range of $20,000 to
$30,000 per high-poverty student per year, an amount that equates to the huge temporary
infusions meant to help schools overcome the challenges of the Covid-19 pandemic. A
recent report entitled Equal Is Not Good Enough by the Education Trust cites Baker and his
colleagues and likewise suggests spending two to three times more on low-income students
than what is spent on more affluent students.

Yet journalist Matt Barnum has pointed out that even in some of the localities where school
spending meets these stratospheric targets, such as the state of New York, students “don’t
actually achieve the average outcomes that [Bruce Baker’s study] would predict.”* This
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underscores the importance of broader education reforms that focus not only on school
funding but also on how to make schools more efficient with the resources they have.

More fundamentally, the adequacy approach puts too much of the onus on schools to solve
society’s broader inequities, as if greater school funding were the only way to improve the
life chances of young people. Children do not start school at the same levels, and myriad
social conditions are baked into the gaps observed between groups’ average test scores,
grades, and other measures of academic achievement. Expecting schools to compensate for
all these discrepancies inevitably crowds out other approaches. Many other social policies—
such as food stamps, housing policy, health care access, better policing, or family tax
credits—have discernible effects on education outcomes. And since school funding surely
has diminishing returns, increasing it alone will fall short of the goal to improve vastly the
opportunities of young people from disadvantaged backgrounds.

Equalizing school funding and resources helps underserved students and provides basic
fairness within our public education system. But as economist Eric Hanushek explains, the
adequacy framework “ignores the simple fact that determining the level of public spending
on schools is a political decision, vested with legislatures and governors.” Beyond more
limited goals, such as equalizing student access to good teachers, there is simply no
technocratic answer to the question of how much extra funding higher-needs schools
deserve, and it is appropriate that different communities will adopt different funding
priorities.

Policy Implications

e Because funding is already progressive, improving the outcomes of lower-
performing students requires reforms to make schools more efficient using the
funds they already have and/or allocating funding even more progressively.

e Gaps in funding by race continue in a few states and should prompt continued
action to provide equalized funding.

e Focusing on equalizing classroom resources, such as access to high-quality teachers,
is an objective with a more common-sense rationale—likely making it more
politically tenable—than providing “adequate” resources, which is more subjective.

o The effectiveness of increased education funding faces diminishing returns in some
places, and other policy improvements, from better health care to offering child tax
credits, may improve the lives of students overcoming disadvantages more than
additional funds for schools.

*Errata: An earlier version of the report referenced "the few localities" versus "some localities." The latter
is more accurate. We apologize for the error.
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