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Money Matters, But Policies Determine How Much 

For many years, the question of whether money matters in education has produced fiercely partisan answers. 

Some have argued that increased funding is necessary to improve inadequate student outcomes. Others have 

noted that, despite significant increases in school spending nationwide over several decades, student 

achievement has remained largely flat.1 Now, with the use of more sophisticated research methods, school 

finance experts from across the ideological spectrum are reaching a consensus: Increased spending can improve 

student achievement, but state policies are needed to significantly increase the impact by encouraging the most 

effective use of the additional resources. 

Recent analyses show funding impact: Kirabo Jackson and Claire Mackevicius looked at various studies and 

found that increased spending raised test scores by 0.032 of a standard deviation (SD).2 Danielle Handel and Erik 

Hanushek also conducted a meta-analysis and found an impact of 0.056 SD.3 Together, these analyses found that 

spending an additional $4,000 per student—$1,000 each year over four years—improved test scores by 0.044 

SD, as shown in Table I.4 

A full standard deviation moves a student from the 50th percentile on test scores up to the 84th percentile, a large 

improvement in achievement. An impact of 0.044 SD equals a change of less than 2 percentile points.5 

Extra boost for low-income students: Notably, the impact is nearly double for low-income students.6 “There is a 

consensus that a spending increase for low-income students tends to help,” said Chad Aldeman.7 

A large range of results: However, these results may overestimate the impact of general spending increases 

because they are the average from various studies. Dr. Hanushek included studies with a “startling” range of 

results: -0.244 SD to 0.543 SD. Dr. Jackson concluded that the impact could be anywhere from -0.004 to 0.067 

SD. This means that the actual change in student achievement from a spending increase could be zero depending 

on the circumstances. 

Importance of state policy: Considering these facts, scholars have agreed that states need to focus on the 

policies that drive upward the impact of increased spending, ideally to the highest range of previous studies and 

closer to the results from evidence-based investments.  

According to Dr. Jackson, “Importantly, we find that how the money is spent may be important. As such, to be 

most effective it is likely that spending increases should be coupled with systems that help ensure spending is 

allocated toward the most productive inputs.”8  

 
1 See, e.g., Eric A. Hanushek, “The Failure of Input-Based Schooling Policies,” The Economic Journal (2003). 
2 See, e.g., C. Kirabo Jackson & Claire L. Mackevicius, What Impacts Can We Expect from School Spending? Evidence from Evaluations in the U.S. (2023). 
3 Danielle V. Handel & Eric A. Hanushek, “U.S. School Finance: Resources and Outcomes,” National Bureau of Economic Research (2023). 
4 Both studies examined spending increases for four years. Handel and Hanushek looked at a 10-percent increase in spending. In 2018, average spending 
per student in the United States was $12,585; 10 percent is $1,258, or $5,032 over four years. See U.S. Department of Education, Expenditures per Pupil for 
Elementary and Secondary Public Schools. Jackson and Claire Mackevicius looked at a spending increase of $1,000 over four years, or $4,000. Since Handel 
and Hanushek found an impact of 0.070 SD for spending $5,032, the impact for $4,000 can estimated at 0.056 SD. Averaging that  with Jackson and 
Mackevicius’ 0.032 SD yields 0.044 SD. 
5 See Standard Normal Distribution (Z) Probabilities. 
6 See supra, Jackson & Mackevicius. 
7 Interview with Chad Aldeman, Edunomics Lab (Oct. 17, 2022). 
8 C. Kirabo Jackson, Rucker C. Johnson & Claudia Persico. “The Effects of School Spending on Educational and Economic Outcomes: Evidence from School 
Finance Reforms,” The Quarterly Journal of Economics (2016). 

http://hanushek.stanford.edu/sites/default/files/publications/Hanushek%202003%20EJ%20113%28485%29.pdf
https://drive.google.com/file/d/1cktRYPo4TFKaJF0DPcjx5NDhhOnsinzS/view?usp=sharing
https://www.nber.org/system/files/working_papers/w30769/w30769.pdf
https://ncses.nsf.gov/indicators/states/indicator/public-school-per-pupil-expenditures
https://ncses.nsf.gov/indicators/states/indicator/public-school-per-pupil-expenditures
https://www.albany.edu/psychology/statistics/tables/ztable_replacement.pdf
https://www.nber.org/system/files/working_papers/w20847/w20847.pdf
https://www.nber.org/system/files/working_papers/w20847/w20847.pdf
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Dr. Julien Lafortune, another funding expert, said, “The research does not say that spending will always translate 

into improved outcomes, nor that how money is spent does not matter. The effects identified in the research are 

averages; some types of spending are likely more important for outcomes than others, and some districts may 

allocate resources in more efficient ways…. Clearly, how dollars are spent matters.”9  

Dr. Hanushek said, “The new evidence on spending impacts, like the historical evidence, does not indicate that 

spending does not matter. Nor does it indicate that spending cannot matter. It does indicate that simply adding 

more resources without addressing how the resources will be used provides little assurance that student 

achievement will improve.”10 

 

Policies That Maximize Funding Impact 

What are the related policies states can consider to maximize the impact of funding increases? As shown in Chart 

I and described below, states can give schools greater flexibility on inputs and hold schools accountable for 

outcomes. They also can enable school leaders to identify and effectively implement the investments that work 

best for their specific circumstances. This accompanying tool allows policymakers to evaluate where their states 

are in adopting the policies. 

Student-Centered Funding 

Student-centered funding formula: To make the best use of available resources, school leaders need a simple 

and transparent student-centered funding formula, whereby schools are funded based on the number and 

 
9 Julien Lafortune, Understanding the Effects of School Funding, Public Policy Institute of California (2022) (emphasis in original). 
10 See supra, Handel & Hanushek, “U.S. School Finance: Resources and Outcomes.” 
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characteristics of the students they serve. This often requires a state to collapse its many separate funding 

programs so that nearly all funding flows through a single formula.11  

Substan al funding weights for students with greater needs: As Dr. Lafortune stated: “ iven the research 

showing that increased funding matters even more for low-income students, states need to direct resources to 

those students.”12 This is typically done by using a funding “weight,” which is multiplied against a base amount 

per student in the student-centered funding formula. For example, nearly all states provide extra funding for low-

income students, using an average weight of 1.22, or 22 percent above base, which produces an extra $1,273 per 

low-income student.13 

This is based on a 50-state survey ExcelinEd completed this year. Our survey shows that Virginia’s low-income 

funding weight is 1.14, which generates roughly $1,191 per student, which is below the national average.14 

States also have funding weights for students with disabilities and English language learners. 

According to Dr. Hanushek, “Funding should always differentiate for students who have higher needs, and this 

includes funding weights for low-income students.”15 

Schools receive funding generated by their students: In a student-centered funding formula, funding flows to 

districts which, in turn, distribute resources to schools. Without additional requirements, districts could use the 

additional money they receive for higher-need students on, for example, general operating expenses. To ensure 

that supplemental funds benefit low-income and other higher-need students, states need to require that each 

individual school receives the funding generated by the students attending that school building.16 

 ompetency-based funding: Finally, states can de-link funding from traditional seat-time measures, which 

essentially promote student attendance instead of learning. Instead, states can remove barriers and create 

incentives so that students have the time and individualized support needed to become fully competent before 

moving on to more content.17 

Accountability for Outcomes 

Transparent school ra ngs: Policymakers can drive improved use of resources by holding district and school 

leaders accountable for student outcomes. This includes using school grading or similar transparent ratings so 

that parents are informed each year in clear terms how their children’s schools are doing on rigorous 

outcomes.18  The grade for each school also needs to reflect how well the school is doing with low-income and 

other higher-need students. If a school is persistently poorly performing, either overall or with student 

subgroups, the state can provide support and direction with increasing intensity.19  The strength of Virginia’s 

 
11 See ExcelinEd, Student-Centered State Funding (2017). 
12 Interview with Dr. Julien Lafortune (Oct. 7, 2023). 
13 See ExcelinEd, Supplemental Funding for Low-Income Students (2023). 
14 See ExcelinEd, Supplemental Funding for Low-Income Students (2023). The survey examined supplemental funding for the 2022-23 school year. It did not 
include any changes made for the 2023-24 school year. 
15 Interview with Eric Hanushek (Mar. 8, 2023). 
16 Florida has this requirement. See Equity in School-Level Funding Act, Florida Statutes Ch. 1011.69. 
17 See ExcelinEd, Moving Beyond Seat Time (2018). 
18 See ExcelinEd, A-F School Grading. 
19 See ExcelinEd, School Interventions (2016). 

https://excelined.org/wp-content/uploads/2023/06/ExcelinEd_EdFunding_LowIncomeFundingComparison_PolicyReport.pdf
https://excelined.org/wp-content/uploads/2020/07/ExcelinEd.StudentCenteredStateFunding.AHowToGuideForStates.Nov2017-1.pdf
https://excelined.org/wp-content/uploads/2023/06/ExcelinEd_EdFunding_LowIncomeFundingComparison_PolicyReport.pdf
https://excelined.org/wp-content/uploads/2023/06/ExcelinEd_EdFunding_LowIncomeFundingComparison_PolicyReport.pdf
http://www.leg.state.fl.us/Statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=1000-1099/1011/Sections/1011.69.html
https://excelined.org/wp-content/uploads/2020/09/ExcelinEd.Innovation.PersonalizedLearning.TransitioningtoStudentCenteredLearningSeries.Brief5MovingBeyondSeattime.November2018.pdf
https://excelined.org/policy-playbook/a-f-school-grading/
https://www.excelined.org/wp-content/uploads/2017/11/ExcelinEd.ESSA_.PlayBook.Interventions.November2016.pdf
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school accountability system has ebbed and flowed over the years, though recent attempts to bolster it should 

have a positive impact on transparency and student achievement. 

Performance-based funding: States can further ensure that resources produce results by linking a meaningful 

portion of funding to student outcomes. For each student who enters college prepared or who secures a decent 

paying job, the state can provide a bonus. When schools succeed with students who are low-income or have 

higher needs, the performance bonuses need to be significantly higher. The impact of the funding is guaranteed, 

as it only goes out to schools if there are improved outcomes.20 

Evidence-Based Practices 

Matching grants: Rather than mandate specific interventions, states can provide seed funding for an array of 

evidence-based strategies that address unmet priorities. Seed funding lets districts voluntarily participate but 

requires them to pay for a portion of the cost. States can also make it easy for schools to identify evidence-based 

best practices and how best to implement them.21  

Financial transparency: States can help schools identify comparable schools that are producing better outcomes 

with the same or fewer resources, helping them to learn what these other schools are doing. A transparent 

financial reporting system can enable schools to compare themselves on key expenditures and examine the cost-

effectiveness of specific programs.22 

 onclusion 

New analyses by researchers across the ideological spectrum have found that increasing overall funding for 

schools can improve student achievement, particularly for low-income students. However, the growing 

consensus is that strategic state policies are needed to substantially increase the size of the impact of additional 

funding. These policies include student-centered funding that directs new resources to students who have the 

greatest needs, accountability for student outcomes, incentivizing proven strategies, competition, and enabling 

schools to learn from one another. 

An accompanying tool allows policymakers to assess where their respective states are in adopting policies that 

maximize the impact of school funding. 

 
20 See ExcelinEd, Rewarding Success for All Students (2021). In Texas, for a student who graduates college, career or military ready, a district receives 
$3,000. If that student is economically disadvantaged, the district receives an additional $2,000; for a student with disabil ities, the district receives another 
$2,000. 
21 Tennessee did this with some of its federal stimulus funding. See ExcelinEd, Leveraging Federal Stimulus Funds (2021). 
22 See ExcelinEd, School Level Financial Transparency Act (2017). 

https://fundingeducationequity.org/
https://excelined.org/wp-content/uploads/2021/11/ExcelinEd_Brief_RewardingSuccessforAllStudents_TX_2021.pdf
https://excelined.org/wp-content/uploads/2021/11/ExcelinEd_Brief_LeveragingFederalStimulusFunds_TN_2021.pdf
https://excelined.org/wp-content/uploads/2020/10/ExcelinEdPolicyToolkit_EducationFundingReform_SchoolFinancialTransparencyAct_ModelPolicy_2017.pdf

