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Across the United States, state education agencies and school districts face daunting challenges and 
difficult decisions for restarting schools as the COVID-19 pandemic continues. As state and district 
leaders prepare for what schooling will look like in 2020 and beyond, there is an opportunity to identify 
evidence-based policies and practices that will enable them to seize this moment to rethink school in 
ways that can transform learning opportunities for students and teachers alike.

Our current system took shape almost exactly a century ago, when school designs and funding were 
established to implement mass education on an assembly-line model organized to prepare students 
for their “places in life”—judgments that were enacted within contexts of deep-seated racial, ethnic, 
economic, and cultural prejudices. In a historical moment when we have more knowledge about human 
development and learning, when society and the economy demand a more challenging set of skills, and 
when—at least in our rhetoric—there is a greater social commitment to equitable education, it is time to 
use the huge disruptions caused by this pandemic to reinvent our systems of education. The question is: 
How we can harness these understandings as we necessarily redesign school? How can we transform what 
has not been working for children and for our society into a future that carries us forward into a more 
equitable future?

This section is part of a larger report, Restarting and Reinventing School: Learning in the Time of COVID and 
Beyond, that focuses on how policymakers as well as educators can support equitable, effective teaching 
and learning regardless of the medium through which that takes place. The full report provides an 
overarching framework to inform the restart of schools while also providing a long-term vision that can 
guide leaders toward new and enduring ways to address educational quality and inequity. It illustrates 
how policymakers and educators can: 

1.  Close the digital divide
2.  Strengthen distance and blended learning
3.  Assess what students need
4.  Ensure supports for social and emotional learning
5.  Redesign schools for stronger relationships
6.  Emphasize authentic, culturally responsive learning
7.  Provide expanded learning time
8.  Establish community schools and wraparound supports
9.  Prepare educators for reinventing schools

10.  Leverage more adequate and equitable school funding

This section provides research, state and local examples, and policy recommendations for how 
policymakers and educators can leverage more adequate and equitable school funding. For the full 
report, go to http://learningpolicyinstitute.org/product/restarting-reinventing-school-covid.

https://www.soldalliance.org/
https://www.soldalliance.org/
https://www.battelleforkids.org/networks/p21
https://learningpolicyinstitute.org/blog/racial-justice-educational-equity
http://learningpolicyinstitute.org/product/restarting-reinventing-school-covid
http://learningpolicyinstitute.org/product/restarting-reinventing-school-covid
http://learningpolicyinstitute.org/product/restarting-reinventing-school-covid
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Priority 10: Leverage More Adequate 
and Equitable School Funding

COVID-19’s impact on our economy has been unprecedented: Since mid-March, one in five 
employed Americans has either temporarily or permanently lost their jobs. The downturn in our 
economy has dramatically impacted state revenue: According to the most recent estimates by 
the Center on Budget and Policy Priorities, state revenue shortfalls will likely reach about 10% in 
the current year and more than 25% in the next. On top of this, states are facing additional costs 
related to health care, unemployment, and education. Even conservative estimates of state funding 
cuts to schools suggest that states will need between $200 billion and $300 billion to stabilize 
their k–12 education budgets over the next year and a half. Because states cannot engage in deficit 
spending, and education accounts for a large share of state budgets, substantial cuts are inevitable 
without federal assistance.

These budget reductions are coming at a time when school districts and early childhood programs 
are also seeing increased costs because of COVID-19, including additional costs for providing 
devices and connectivity for distance learning, resources for expanded learning time, and additional 
food services for students from low-income families and students with special needs; costs to meet 
COVID-19 health and safety guidelines; and costs for additional staff to support physical distancing. 
Altogether these costs could total $370 billion over the coming year.

The communities most impacted by these budget shortfalls are those that serve the students from 
low-income families and students of color who have been and will be most affected by the health, 
employment, and housing impacts of COVID-19. Prior to the pandemic, school districts serving 
the largest proportions of Black, Latino/a, and Native American students already received about 
$1,800 less per pupil than those serving the fewest students of color. Declines in state revenue 
and increased costs will disproportionately hit schools in communities with high proportions of 
students from low-income families and low property wealth, which rely more on state education 
funding from sales and income taxes than on more stable local property taxes, thus furthering 
the divide.

This is because the United States’ reliance on local revenues has produced one of the most unequal 
school funding systems in the industrialized world. Despite strong evidence that money matters for 
student achievement and other important life outcomes, especially for students from low-income 
families, relatively few states have yet redesigned their systems to create more adequate and 
equitable funding. Those that have made such changes show much stronger outcomes.

Without a determined effort to produce a 
different outcome, funding cuts made to 
education now could be as long-lasting 
as they were during and after the Great 
Recession. While we are now several 
years removed from the end of the last 
recession, we still have 40,000 fewer public 
school teachers than we did in 2008 (see 
Figure 10.1).

Without a determined effort to 
produce a different outcome, funding 
cuts made to education now could 
be as long-lasting as they were 
during and after the Great Recession.

https://data.bls.gov/timeseries/LNS14000000
https://www.cbpp.org/research/state-budget-and-tax/states-grappling-with-hit-to-tax-collections
https://learningpolicyinstitute.org/blog/what-will-it-take-stabilize-schools-time-covid-19
https://learningpolicyinstitute.org/blog/what-will-it-take-stabilize-schools-time-covid-19
https://learningpolicyinstitute.org/blog/what-will-it-take-stabilize-schools-time-covid-19
https://ccsso.org/sites/default/files/2020-06/HELPLetterFinal.pdf
https://ccsso.org/sites/default/files/2020-06/HELPLetterFinal.pdf
https://www.aft.org/sites/default/files/wysiwyg/reopen-schools-financial-implications.pdf
https://learningpolicyinstitute.org/blog/covid-making-school-budgets-whole-and-equitable
https://www.brookings.edu/blog/the-avenue/2020/04/16/mapping-racial-inequity-amid-the-spread-of-covid-19/
https://edtrust.org/resource/funding-gaps-2018
https://edtrust.org/resource/funding-gaps-2018
https://learningpolicyinstitute.org/sites/default/files/product-files/Investing_Student_Success_BRIEF.pdf
https://learningpolicyinstitute.org/sites/default/files/product-files/Investing_Student_Success_BRIEF.pdf
https://www.nber.org/papers/w25368
https://academic.oup.com/qje/article/131/1/157/2461148
https://learningpolicyinstitute.org/sites/default/files/product-files/Investing_Student_Success_BRIEF.pdf
https://www.cbpp.org/blog/the-great-recession-badly-hurt-kids-schooling-todays-recession-could-do-much-worse
https://www.cbpp.org/blog/the-great-recession-badly-hurt-kids-schooling-todays-recession-could-do-much-worse
https://learningpolicyinstitute.org/blog/impact-covid-19-recession-teaching-positions
https://learningpolicyinstitute.org/blog/impact-covid-19-recession-teaching-positions
https://www.cbpp.org/blog/the-great-recession-badly-hurt-kids-schooling-todays-recession-could-do-much-worse
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Figure 10.1	  
Public School Elementary and Secondary TeachersPublic School Elementary and Secondary Teachers
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Data source: U.S. Department of Education, National Center on Education Statistics

Furthermore, with the exception of those few states that seized the moment to transform 
their funding systems, school resources became more inequitable over that period of time.1 
However, as we describe below, states such as California and Rhode Island used the event of the 
recession to create new funding formulas that were designed to distribute funds more equitably 
as resources returned to the system—and they emerged from that era with more equitable and 
higher-performing systems. This is something that both federal and state policymakers should be 
considering as they take a long view to the years ahead.

What Students Need
Even before COVID-19, most state education finance systems were not working for students 
from low-income families, students of color, and those with a range of needs—many of which are 
exacerbated in high-poverty communities where food and housing insecurity, lack of health care, 
and inadequate community services are commonplace. Given the great inequalities in our society, 
including the highest rates of child poverty in the industrialized world, schools should be providing 
more intensive services for children in high-poverty areas than in more affluent areas. However, the 
opposite is true. In most states, districts serving affluent students receive as much or more money 
than those serving children in poverty, and only a handful have funding systems that provide 
resources that are both adequate and equitable.

Funding inequities are even more apparent when it comes to access to high-quality early learning. 
Based upon the Transforming the Financing of Early Care and Education consensus study report, early 
childhood programs only received approximately 37% of the public funding estimated to be needed 
to provide high-quality care and education to children. As a result, the burden to cover the costs falls 
upon parents, an expense few can afford. Due to the lack of affordability, too few infants of working 
families have access to the early care and education they need, and just 53% of 3- to 5-year-olds 
attend preschool—making the United States an outlier among economically developed countries.

https://edlawcenter.org/research/mtg-full-report.html
https://www.nationalacademies.org/our-work/financing-early-care-and-education-with-a-highly-qualified-workforce
https://www.americanprogress.org/issues/early-childhood/reports/2019/06/20/471141/working-families-spending-big-money-child-care/
https://www.americanprogress.org/issues/early-childhood/reports/2019/06/20/471141/working-families-spending-big-money-child-care/
https://www.childtrends.org/indicators/preschool-and-prekindergarten
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Without robust public funding, programs often operate on shoestring budgets, with teachers 
paid one third to one half as much as their k–12 colleagues. The COVID-19 pandemic threatens 
to set our early childhood education system back even further financially. State-subsidized 
early education programs are likely to take dramatic hits, given current projections for major 
decreases in state funding, and private pre-k programs may close permanently due to increased 
costs and decreased revenue. The combination could mean the loss of up to 4.5 million child care 
slots, according to one estimate.2 Part of what makes state early childhood education budgets so 
vulnerable is that early childhood programs rely on a patchwork of funding streams to make ends 
meet, many of which are vulnerable to cuts in bad economic times.

Students who live in poverty, those who are homeless or in foster care, those who are English learners, 
and those with learning disabilities cost more to educate and should be recognized in school funding 
formulas with greater per-pupil spending weights. And districts with concentrations of such pupils carry 
more responsibility to provide wraparound services and intensive teaching and learning opportunities, 
which need to be recognized in school funding systems as well. Until the United States repairs its 
tattered safety net for children, so that poverty, hunger, and housing instability are not constant 
companions for many young people, it should fund their schools and early childhood programs at much 
higher rates and in more purposeful ways to support their healthy learning and development.

When students receive these kinds of supports, society benefits. As educational attainment 
increases with investments in schools, so does state economic productivity.3 (See Figure 10.2.)

Figure 10.2	  
Relationship Between State Productivity Growth and Increase in College 
Attainment From 1979 to 2012

FIGURE A

Productivity has grown more in states with greater growth in the educational
attainment of their workforce
Relationship between state productivity growth and increase in college attainment from 1979 to 2012

Source: EPI analysis of unpublished total economy productivity data from the Bureau of Labor Statistics (BLS) Labor Productivity and
Costs program, state employment data from BLS Local Area Unemployment Statistics, and college attainment data from the Current
Population Survey basic monthly microdata

in productivity experienced larger increases in median
worker compensation.

Education, wages, and state
economic success
The previous section established the link between edu-
cation and productivity, and productivity and wages.
We can further test the assumed link between educa-
tion (and, alternatively, tax rates) and wages by review-
ing correlations between certain characteristics and
high-wage state economies. We focus on the median
wage (which includes hourly wages and salaries con-
verted to an hourly basis) as the most appropriate
measure of state economic success for several reasons.

It should be the goal of state development policy to
raise the standard of living, which requires both
improvements in productivity and that the gains from
productivity (how much output is generated by the eco-
nomy in each hour of work) be shared with workers
in the form of higher wages and salaries. Productivity
improvements that only enhance profits will benefit
only those at the top of the income and wage distri-
butions. And average wages, as opposed to median
wages, will rise even when all the gains are captured
by those at the top. Indeed, national data reveal that the
increasing concentration of profits and wage growth
at the top is behind the growing “wedge” between
productivity growth and median wages in the United
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Source: Berger, N., & Fisher, P. (2013). A well-educated workforce is key to state prosperity. Washington, DC: Economic Policy 
Institute. https://files.epi.org/2013/A%20well-educated%20workforce%20is%20key%20to%20state%20prosperity.pdf.

https://cscce.berkeley.edu/early-childhood-workforce-2018-index/
https://www.ncsl.org/research/fiscal-policy/coronavirus-covid-19-state-budget-updates-and-revenue-projections637208306.aspx
https://www.ncsl.org/research/fiscal-policy/coronavirus-covid-19-state-budget-updates-and-revenue-projections637208306.aspx
https://learningpolicyinstitute.org/product/how-money-matters-report
https://www.ednc.org/wp-content/uploads/2020/02/Leandro-NC-Executive-Summary.pdf
https://www.brookings.edu/blog/up-front/2020/06/23/the-social-safety-net-the-gaps-that-covid-19-spotlights/
https://www.epi.org/publication/states-education-productivity-growth-foundations/#:~:text=Productivity%20has%20grown%20more%20in,attainment%20from%201979%20to%202012&text=There%20is%20also%20evidence%20that%20greater%20productivity%20is%20associated%20with%20higher%20wages.
https://files.epi.org/2013/A%20well-educated%20workforce%20is%20key%20to%20state%20prosperity.pdf
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Two of our highest-achieving states bear this out. Massachusetts assumed its No. 1 ranking in state 
student achievement—held for more than 2 decades—after adopting a more progressive funding 
formula in 1993 as a result of litigation. The formula provided additional weights for funding 
to students from low-income backgrounds and English learners; funding for early childhood 
programs increased fivefold in the first years of the reforms as well. Importantly, the changes in 
school funding led to greater investments in educators in high-poverty areas, which research 
suggests may leverage the largest gains in student performance. The state expanded access to 
high-quality professional learning for teachers and school leaders and created a program to 
attract qualified teachers into high-need fields and locations. The state also funds community 
schools and wraparound supports for students, working in multiple ways to support child health 
and development.

New Jersey—a state now serving a majority of students of color—ranks No. 2 in the nation on 
achievement and graduation rates, following a similar school finance reform that began in the 
late 1990s. It is one of the nation’s top-spending states, with one of the most progressive funding 
formulas. It allocates roughly 20% more per pupil in districts in which at least 30% of students 
are in poverty. It changed its funding formula after a series of court decisions starting in the mid-
1990s that called for more equal funding for urban districts serving predominantly low-income 
families. Funds were allocated to support whole school reform, which included reductions in 
class size; investments in technology; improvements to facilities; and supports for health, social 
services, and summer programs to help students catch up. Added resources were directed largely 
to instructional personnel in the highest-need districts, and there were noticeable improvements 
to the achievement of all students—including students from low-income families and students 
of color—on statewide and national tests. One of the most prominent reforms was the funding of 
2 years of high-quality, universal preschool for 3- and 4-year-old children in the poorest districts. 
Studies show that students who received 2 years of preschool showed sustained and significant 
achievement gains in 4th- and 5th-grade math, literacy, and science far exceeding those of students 
who did not experience preschool.

What Policymakers and Educators Can Do
Policymakers at the federal and state levels can use this moment to dramatically increase the 
equitable allocation of school resources by:

•	 Allocating federal funds in the recovery acts and, ultimately, in other federal programs in 
more equitable ways—including supports for the investments in technology, wraparound 
supports, and educator development that are needed to enable successful education.

•	 Adopting more equitable state funding formulas and phasing them in as resources return to 
the system.

•	 Including preschool in equitable school funding formulas, streamlining sources of funding 
to ensure that those with greater needs receive the resources that will help them thrive.

Leverage federal funds for equity

In the near term, federal recovery aid can be used to enhance equity at the state and local levels. 
The federal Coronavirus Aid, Relief, and Economic Security (CARES) Act provided early childhood 
settings, schools, and districts with nearly $16.75 billion in initial funding to help respond to the 

https://www.theatlantic.com/education/archive/2016/05/what-are-massachusetts-public-schools-doing-right/483935/
https://www.theatlantic.com/education/archive/2016/05/what-are-massachusetts-public-schools-doing-right/483935/
https://learningpolicyinstitute.org/product/investing-student-success-school-finance-reforms-brief
https://deepblue.lib.umich.edu/bitstream/handle/2027.42/61592/aresch_1.pdf?sequence=1&isAllowed=y
http://nieer.org/wp-content/uploads/2014/09/APPLES205th20Grade.pdf
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crisis. Additional aid is under debate in Congress at the time of this writing. States and districts 
have an opportunity to use the funds provided through the CARES Act and any subsequent federal 
aid to invest in strategies that have been shown to advance equity and support the academic success 
of students.

Federal funds can be used to close the 
digital divide by purchasing technology 
(including hardware, software, and 
connectivity) that supports substantive 
educational interaction between students 
and teachers, focusing on the needs 
of students from low-income families 
and, for students with disabilities, 
the use of assistive technology or 
adaptive equipment. But new devices or 
internet connections will be of limited 
effectiveness in closing opportunity gaps if 
teachers are not supported in learning how 
to shift their instruction and adapt lessons 
to a distance learning environment. 
Technology investments should be paired 
with investments in research-based 
professional development on the uses of technology for high-quality learning. Additional school 
staff, such as guidance counselors and social workers, also need support to learn how to effectively 
use technology to deliver services to students.

States and districts can also use these funds to invest in wraparound services through community 
schools, which can serve as an effective long-term strategy for meeting the ongoing academic, 
health, and wellness needs of our country’s most marginalized students and families. In times of 
crisis, when the already frayed social safety net is insufficient to meet the basic needs of students 
and families, these multipurpose schools are stepping in to fill the gap. (See “Priority 8: Establish 
Community Schools and Wraparound Supports.”) States and districts can use dollars to jump-start 
the development of community school models that provide health, mental health, and social 
services to children and families alongside supportive instruction; these funds can also be used 
to build the infrastructure and expertise for technical assistance to schools implementing this 
approach, so that a more permanent capacity for meeting students’ needs will exist even after the 
pandemic is over.

If and when more funds are allocated, it will be critically important for state and local governments 
to make strategic investments that build local capacity to support all students—and especially the 
most marginalized—throughout the school year and in times of crisis. These high-impact strategies 
at the k–12 level include investing in a high-quality teacher workforce in high-need schools (see 
“Priority 9: Prepare Educators for Reinventing Schools”), especially given the disparities in access to 
a stable group of well-prepared educators in these schools, which undermines all other reforms that 
may be attempted.

Technology investments should be 
paired with investments in research-
based professional development on 
the uses of technology for high-quality 
learning. Additional school staff, such 
as guidance counselors and social 
workers, also need support to learn 
how to effectively use technology to 
deliver services to students.

https://docs.google.com/document/d/1x7O5Obb_cahWzy06gBSHW8ea547062aRKLOE-2Pmu2U/edit
https://learningpolicyinstitute.org/product/community-schools-effective-school-improvement-report
https://communityschools.futureforlearning.org/
https://learningpolicyinstitute.org/product/leveraging-resources-community-schools-technical-assistance-brief
https://edpolicyinca.org/publications/lead-with-equity
https://learningpolicyinstitute.org/product/investing-student-success-school-finance-reforms-report
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Looking ahead, the federal government will have opportunities to support these kinds of 
investments beyond the pandemic through the regular congressional appropriations process, the 
next reauthorization of the Elementary and Secondary Education Act (ESEA), and administrative 
action. These opportunities include:

•	 Expanding and equitably allocating federal education funding across states. The 
federal government invests less than 2% of its budget across all levels of education and has 
not maintained its commitments to local schools. For example, the 2002 reauthorization of 
ESEA promised nearly $26 billion for Title I, Part A programs and school improvement by 
fiscal year 2007, yet today funding is at $16.3 billion. Title I funding should be substantially 
increased and allocated more equitably to the states based on pupil needs rather than state 
spending levels.

•	 Investing in strategies to close the digital opportunity gap. This includes policies and 
resources across agencies ranging from the Departments of Education and Commerce to the 
Federal Communications Commission to ensure access and make investments that provide 
all schools and households with the technology and the broadband capacity necessary 
to access information and support learning. To develop a deeper understanding of needs 
and successful strategies for digital access and instruction, the federal government could 
establish a national research center to monitor access and track, evaluate, and disseminate 
successful practices.

•	 Supporting and providing incentives to states to provide adequate and equitable 
resources to districts. To ensure school finance reforms are grounded in research-based 
practices that will deliver adequate and equitable resources, a federal commission on school 
finance could be established to examine federal, state, and local school funding and provide 
ongoing research, recommendations, examples, monitoring, and support. A competitive 
grant program could be designed to support state efforts to restructure their school finance 
systems and make the shift to a new system.

Adopt more equitable state school funding formulas

Meanwhile, states should be examining how to better account for pupil needs in their funding 
formulas. One way to do this is to fund schools based on equal dollars per student, adjusted or 
weighted for specific student needs such as poverty, limited English proficiency, foster care or 
homeless status, or special education status. In large states, this might be further adjusted for 
geographic cost differentials, while also taking into account the transportation and other needs of 
sparse, rural districts. 

Use the moment of the economic downturn to support rethinking. While states are in the 
middle of both a recession and a pandemic, it may sound unrealistic to suggest that now is the time 
for states to consider changing their school funding system. However, in the past, some states have 
taken the opportunity to revise their school funding formulas during a recession, with funding 
flowing into the new formula as it gradually increases. 

There are at least two reasons why a state may want to consider changing its funding formula now: 

1.  Formulas will be changing in most states anyway: As states start to adjust their school 
funding to take into account reduced revenue, they will most likely be making changes to 
their education funding system. The changes that states will be making are born out of 
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a necessity to cut—not on a plan to help students. If major changes will happen anyway, 
it may be possible to design some of them to aid students in the longer term, even if the 
change will take some time to implement. 

2.  Eventual growth in funding will help to raise all ships, making change easier: Some states 
wait to change their funding system until they have additional dollars to do so. However, 
some states have found that the best time to change their funding system is when they 
have hit the bottom of an economic cycle. Once state budgets begin to improve, and as new 
money eventually flows to schools, a revised formula could ensure that all districts receive 
increased funding while those with greater need receive more. 

Maryland adopted a new funding formula in 2002, during the post-9/11 economic downturn. 
The formula, enacted in the Bridge to Excellence in Public Schools Act, was designed to provide 
districts with more adequate and equitable funding while implementing a new assessment and 
accountability system. The formula increased state spending on education and also equalized 
funding based on a district’s wealth and targeted more funding to high-need student groups. The 
Bridge to Excellence in Public Schools Act also reshaped accountability around the state’s new 
learning standards, eventually leading to comprehensive yearly master plans that describe “the 
goals, objectives, and strategies that will be used to improve student achievement,”4 and increased 
the number of students meeting state and local performance standards. Maryland’s achievement on 
the National Assessment of Educational Progress increased sharply in reading and math over the 
following decade, with reduced achievement gaps. Although the rate of improvement slowed during 
the cutbacks of the Great Recession, the state has just enacted another round of equity-oriented 
funding reforms.

Rhode Island acted to adopt a new school funding formula in 2010, in the immediate wake of the 
Great Recession. The new formula was designed to provide more significant equity in the school 
funding system while also aligning with the state’s preexisting accountability system, known as the 
Basic Education Program. According to a report from the Center for American Progress, the formula 
was implemented without any additional funding initially. Instead, all districts were held harmless 
from financial loss for up to 10 years. As new funding became available, it was slowly distributed 
through the new formula. This slow phase-in approach created relatively little political discord, 
and 70% of students ultimately received more state aid. In the wake of the formula change, the 
state’s 4th- and 8th-grade students climbed from below to above the national average in reading 
achievement and saw modest gains in math.

California is another case in point. In 2013, after years of severe budget cuts, and while still 
experiencing the effects of the Great Recession, California began to implement a new, more 
equitable Local Control Funding Formula (LCFF) with a plan for achieving targeted funding 
increases over 8 years—a span of time that was ultimately shortened when the economy improved. 
(Full funding was achieved by 2018–19.) The plan: 

•	 eliminated the majority of the state’s categorical programs;

•	 instituted uniform per-pupil “base” grants to school districts, charter schools, and county 
offices of education, adjusted by grade level;

•	 created “supplemental” grants equal to 20% of the adjusted base grant for each English 
learner, student in foster care, and student from a low-income family; and

http://marylandpublicschools.org/about/Pages/DSFSS/BridgeExcellence/index.aspx
http://marylandpublicschools.org/about/Pages/DSFSS/BridgeExcellence/index.aspx
https://www.nationsreportcard.gov/profiles/stateprofile/overview/MD?cti=PgTab_OT&chort=2&sub=MAT&sj=MD&fs=Grade&st=MN&year=2019R3&sg=Gender%3A+Male+vs.+Female&sgv=Difference&ts=Single+Year&tss=2019R3-2019R3&sfj=NP
https://www.nationsreportcard.gov/profiles/stateprofile/overview/MD?cti=PgTab_OT&chort=2&sub=MAT&sj=MD&fs=Grade&st=MN&year=2019R3&sg=Gender%3A+Male+vs.+Female&sgv=Difference&ts=Single+Year&tss=2019R3-2019R3&sfj=NP
https://www.ride.ri.gov/Portals/0/Uploads/Documents/Funding-and-Finance-Wise-Investments/Funding-Sources/State-Education-Aid-Funding-Formula/Funding%20Formula%20Summary%202.19.11%20version.pdf
https://www.americanprogress.org/wp-content/uploads/issues/2011/08/pdf/rhode_island_reform.pdf
https://www.ride.ri.gov/Portals/0/Uploads/Documents/Funding-and-Finance-Wise-Investments/Funding-Sources/State-Education-Aid-Funding-Formula/FundingFormulaWorkingGroup/Mtg1-11_3_presentation_final.pdf
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•	 established “concentration” grants for local education agencies with enrollments of more 
than 55% English learners, students in foster care, and students from low-income families. 
Students who meet more than one eligibility criteria are only counted once.

The new formula allocated billions of new dollars to districts serving high-need students and 
provided all districts with broad flexibility to develop—in partnership with parents, students, and 
staff—spending plans aligned to state and local priorities and needs. As part of these Local Control 
and Accountability Plans, districts must annually evaluate student progress for all student groups in 
relation to the state’s eight priorities, expressed in a multiple-measures accountability system that 
takes into account key inputs (such as rich curriculum, positive climate, and qualified educators) as 
well as a range of outcomes (attendance, graduation rates, and college and career readiness, as well 
as tested achievement). Budget decisions must be made transparently and reported in terms of how 
they will move the needle on these important priorities for all students.

These structural reforms coincided with the state’s implementation of the Common Core State 
Standards and Next Generation Science Standards, implementation of the Smarter Balanced 
Assessment System, and development of new educator preparation and licensure standards to 
support the more rigorous academic goals. Within only a few years, the LCFF positively impacted 
student outcomes, especially for students from low-income families, and shrank achievement gaps. 
These results showed up in significant gains for the state’s students on the National Assessment 
of Educational Progress as well, moving the state from 48th and 49th in reading and math, 
respectively, to near the national average in reading and halfway to the national average in math.

In this past year, California also used an equity-based formula similar to the LCFF to allocate 
$5.3 billion in additional federal funds to schools, going well beyond the portion of the CARES Act 
specifically identified for k–12 education, thus doubling down on equity and seeking to maintain 
the gains it has achieved.

Use equity principles to allocate 
funds within districts and schools. 
Once funding reaches districts, it is also 
important for it to be spent equitably 
to meet student needs. A key principle 
of continuous improvement is that it 
requires continuous transparency. In 
California, districts must explain in their 
Local Control and Accountability Plans 
how they will use their supplemental and 
concentration grant funding to meet the needs of the students who generated the funding. In Los 
Angeles Unified School District, community advocates proposed an Equity Index, which is now used 
to help guide those allocations to the schools with the highest needs.

Include preschool in school funding formulas

Another key change that states can make to promote equity is to add preschool to their school 
funding formulas. Two states, Oklahoma and West Virginia, have school funding formulas that 
fund preschool for 4-year-olds as an additional grade of school.5 The District of Columbia funds 
preschool for 3-year-olds as well as 4 year-olds through its formula, with an additional weight that 

Once funding reaches districts, it is also 
important for it to be spent equitably 
to meet student needs. A key principle 
of continuous improvement is that it 
requires continuous transparency.

https://gettingdowntofacts.com/publications/money-and-freedom-impact-californias-school-finance-reform-academic-achievement-and
https://learningpolicyinstitute.org/product/california-way-equitable-excellent-education-system-report
http://file.lacounty.gov/SDSInter/bos/supdocs/123276.pdf
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accounts for the higher staffing levels needed for young children. These states have some of the 
highest levels of enrollment in preschool or Head Start in the country, with 69% of all 4-year-olds 
served in West Virginia and 85% in both Oklahoma and Washington, DC.6 West Virginia was able to 
add preschool to its funding formula in 2002, in the midst of the post-9/11 downturn, despite the 
legislature’s concerns about the cost. Policymakers did so by agreeing to a 10-year phase-in period 
and tying the agreement to a larger bill related to k–12 school funding.

The funding changes in California, Maryland, and Rhode Island have all led to increased equity in 
their education finance systems over time (see Figure 10.3). As revenue increased in states after the 
recession, the new funding formulas were able to close the gap between wealthy and poor districts. 
Education Week’s annual Quality Counts report showed that all three states’ finance systems 
warranted increased equity scores between 2014 and 2020, with each of them now having scores 
that exceed the national average.

Figure 10.3	  
Education Week Equity ScoresEducation Week Equity Scores
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Note: Education Week calculates equity scores using a combined indicator of the degree to which a school district’s revenue 
is correlated with property wealth, per-pupil expenditures below the state median, the level of variability in funding across a 
state, and the difference between the 5th and 95th percentile of districts.

Data Source: Education Week Quality Counts School Finance Report Cards.

In sum, changing how we fund schools is never easy, and it might seem like it is an impossible task 
during a recession. However, this pandemic has raised equity issues to a new level of consciousness 
that may allow innovative policy responses to emerge in many contexts, from preschool through high 
school. In the past, some states have changed their systems during difficult economic times in ways 
that have led to improved equity and adequacy in funding while also supporting strategies for higher 
student achievement. While it may appear to be counterintuitive on the surface, policymakers should 
take advantage of this recession to redesign both federal aid and state and local funding systems.

https://learningpolicyinstitute.org/product/road-high-quality-early-learning-lessons-states
https://www.edweek.org/ew/qc/index.html
https://www.edweek.org/ew/articles/2018/01/17/how-we-graded-the-states.html
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Resources

•	 How Much Will COVID-19 Cost Schools? (Learning Policy Institute). This state-level tool calculates 
the effects of declines in state revenues on education budgets, along with the increased COVID-
19-related costs for those estimating needed spending increases or state finance measures.

•	 Restart & Recovery: Considerations for Teaching and Learning: State Policies and Actions 
(Council of Chief State School Officers). This document outlines the critical state-level policies 
and actions that align with each section of the guidance, which include System Conditions, 
Wellness and Connection, and Academics.

•	 Lead With Equity: What California’s Leaders Must Do Next to Advance Student Learning During 
COVID-19 (Policy Analysis for California Education). This policy brief provides research-based 
policy recommendations to ensure adequate monitoring, support, and resources that prioritize 
equity in learning for state leaders in California and other states.

•	 Making School Budgets Whole and Equitable During and After COVID-19 (Learning Policy 
Institute). Michael DiNapoli Jr. outlines the magnitude of need with cost estimates and strategies 
that policymakers can use for their upcoming school year budgets.

•	 State Education Funding: The Poverty Equation (FutureEd). This article delves into the reasoning 
behind poverty measures in funding formulas and shows how different definitions of poverty (either 
at the student or district level) can lead to more or less adequate funding of those most in need.

•	 5 Things to Advance Equity in State Funding Systems (The Education Trust). This fact sheet 
provides weights and other equity measures that states can better incorporate in post-
COVID-19 funding formulas.
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