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Introduction

Victoria Monroe, a recent graduate from Penn Wood High School in Pennsylvania emphasizes that she
and her peers are “. . .calling out for help.”t Monroe wants Americans to recognize why they need help:
the under-resourcing of many of our nation’s public schools. She explains, “I could tell you, ‘Oh, we
don’t have the staffing we need. We don’t have programs that support all of our students. We don’t
have adequate mental health [services]. . . .But you’ll never fully understand until you're in those
experiences.”2 She graduated from high school in one of the six districts that joined parents and state
organizations in the 2023 school funding case, William Penn School District v. Pennsylvania
Department of Education.3 In the February 2023 case decision, the presiding judge ruled that
Pennsylvania’s school funding system violated the Education Clause of their state constitution.

Tara Yuricheck, a teacher for twenty years in a district involved in the William Penn case, taught
social studies in the 2020s with an inadequate number of textbooks from 1997 that listed Bill
Clinton as the most recent president.4 She spent her own money to buy resources due to the lack of
I appropriate materials because she wanted her
students “to have the best learning possible.”s

“It is clear (a“d ObViOUS) that Unfortunately, when you talk to teachers and
increased dollars do not students in classrooms across the United
magically transform States, Mor?roe and Yurichecl.(s experiences in
. Pennsylvania are not anomalies. For the 2022-
themselves into greater 2023 school year, a study found that 93% of
learning. But it is just as clear teachers said they did not receive enough
(and jUSt as ObViOUS) that funding to cover classroom expenses which led

. to teachers spending an average of $860 of
money can make a difference . bending ge
their own money on school supplies.¢ The most

if spent on. . . investments recent survey by the Department of Education
known to be effective.” regarding teacher-funded supplies in 2014-
2015 found that 94% of teachers used their
own money to buy school supplies at an average of $478 annually.” Parents and adults across the
United States recognize this problem. Since 2000, the Phi Delta Kappa (PDK) Poll of the Public’s
Attitude Toward the Public Schools found "lack of money/financial support" as the biggest issue
facing schools every year the question has been asked.8

School funding matters because of its connection to student success. For decades, scholars debated
whether money makes a difference in providing a high-quality education for students.® Scholars now
agree that money spent well impacts students and their educational experiences and outcomes.10 As
one scholar explains, “It is clear (and obvious) that increased dollars do not magically transform
themselves into greater learning. But it is just as clear (and just as obvious) that money can make a
difference if spent on. . . investments known to be effective.”11 Scholars also generally agree that
schools need sufficient financial resources to hire and retain staff and purchase the necessary
materials to educate current and future students.12 Left with few other options for relief, families
sometimes initiate litigation to try to secure greater funding for their children.
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This report is paper one in a two-part series dedicated to school funding.
This paper asks:
e Why does school funding matter?

e What are the opportunity gaps along lines of socioeconomic status, race, and geography that
occur because of inadequate and/or inequitable school funding?

e What litigation strategies have been used to attempt to address inadequate and inequitable
school funding?

The next paper asks:
e What are potential state and federal reforms to better promote fair school funding?

e What federal resources exist to help districts and states address school funding opportunity
gaps today?

e What law and policy reforms would help to prevent, reduce, or close school funding
opportunity gaps moving forward?

This report details the importance of school funding as a critical foundation for ensuring equal
educational opportunities for students. The first section focuses on the unfortunate reality that far
too many states and districts systematically perpetuate school funding opportunity gaps along lines
of class, race, and geography and discusses why these gaps matter. We then describe the ways that
upcoming school funding changes may exacerbate these gaps. For these sections, we rely heavily on
the literature and research of prolific scholars in the field as well as recent empirical publications
that use national data sets to analyze funding trends and gaps. In the next section, to better
understand current school funding disparities, we cover a brief history of the court cases that
challenged school funding systems.

To learn more about solutions to these issues, please turn to our follow-up report, Funding Our
Schools: Reforms and Partnerships in Pursuit of a High-Quality Education. In that report, we present
promising state reforms, federal resources and policy solutions, and potential changes to
accountability that would enable each and every student to access a high-quality education. For our
nation to deliver the education that our students need to become career-ready, college-ready, and
engaged civic participants, we must create and sustain school funding systems that provide a strong
foundation for high-quality schools.13
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School Funding Opportunity Gaps

States control how schools are funded in the United States. Funding systems vary drastically based
on state legislative and judicial decisions. In the aggregate, in the 2020-2021 school year, states
contributed roughly 46%, localities provided roughly 44%, and the federal government supplied
roughly 11% of total school funding.14 Localities mostly raise funds through property taxes, while
states primarily secure funds through income and/or sales taxes.15 Since schools with more low-
income students tend to be located in neighborhoods with relatively lower property values,6 this can
lead to large disparities in how much money the local government can raise to fund its schools. Most
states have funding formulas intended to help offset some of the differences that localities face in
raising significant funds via property taxes, intending to ensure that all schools receive a funding
baseline.1” Despite these efforts, the research presented in this report reveals that harmful funding
gaps endure that reflect the socio-economic, racial, and geographic backgrounds of students and
districts.

Furthermore, even when states aim to offset disparate district abilities to raise school funding, local
districts possess the authority to allocate this additional state and federal money, an authority that
often reflects a tradition of local control of schools.18 This means that local districts also hold power
over how all funding is distributed to their schools. Variability exists in how districts allocate these
funds. Some districts allocate more money to schools in already advantaged neighborhoods rather
than schools in low-property value neighborhoods that may need it most, a result that is often
labeled intradistrict inequity.1® Other districts use this discretion to prioritize the students in schools
with higher concentrations of students from low-income households, a strategy supported by
research showing that such students typically need more resources, as discussed further below.20

Given the existence of fifty different state systems to fund education, the type and scope of funding
gaps vary by state.2! Despite these state-by-state variations, trends exist in the strengths and
challenges of state approaches to school funding. For instance, as acknowledged above, it is well
established that property taxes and local voter appetite for approving taxes serve as drivers of
funding disparities because districts with lower property values can raise fewer resources.2?2 Property
taxes provide a more stable funding

source for schools than the typically

more volatile income taxes and retail “The fundamental problem of

sales taxes.23 This approach also allows . . . . .
xes.= TIS approach a'so afiow educational inequity lies in how
some communities the flexibility to

increase their investments in schools by we fund our education SYStem
raising their local taxes as needed. based primarily on property

However, with localities raising 83% of taxes that bakes inequity into
school funding from property taxes, this the system.”

approach also centers disadvantage in
the heart of funding systems that states - Rep. Jennifer McClellan
are not adequately addressing given the

funding gaps that have long existed across our schools.24 Indeed, at the 2023 launch of the
Education Rights Institute, congressional Representative Jennifer McClellan stated “The
fundamental problem of educational inequity lies in how we fund our education system based
primarily on property taxes that bakes inequity into the system.”25
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It also is important to understand that the shortcomings of our school funding systems extend
beyond our reliance on property taxes. The research on funding gaps summarized below reveals that
students may be disadvantaged by school funding systems due to their household income, the
income level of households in their district, their race, geographical location, or a combination of
these factors.

Many educators, policymakers, lawyers, and citizens use different terminology to discuss school
funding.26é Therefore, we supply a glossary for reference at the end of this report. The definitions of
words in bold can be found in the glossary. Scholars assess school funding through a variety of
lenses that may consider disparities between states, within states, or within districts. These lenses
include how funding is distributed relative to the concentration of poverty in a district (funding
distribution), the amount of money available for schools across a state or district (funding level), and
how much of the state’s available budget is allocated to education (funding effort).

Research finds significant disparities in funding levels across states, with the Northeast and Midwest
typically funding schools at significantly higher levels than the West and South. For example, cost-
adjusted, New York spends $27,265 per pupil, roughly $11,000 more per pupil than the national
average ($16,131). That funding gap exceeds the total per pupil funding levels in the three lowest
funded states, Idaho ($10,536), Arizona ($10,670) and Utah ($10,907).27 Other research identifies
such concerns as insufficient oversight of state funding systems and inadequate links between
school funding and the outcomes of schools, as is discussed more in a section below.28

Due to the Education Rights Institute’s focus on opportunity gaps, we examine funding distributions,
which fall into three buckets. States that provide more state and local money to districts with higher
concentrations of student need due to poverty are termed progressive; states that provide less state
and local funding to school districts with greater student need are referred to as regressive; and
when approximately equal state and local funds are distributed to each district regardless of student
need, it is called flat funding.2®

Research confirms that students living with fewer financial resources at home need additional
school funding and resources to compete effectively with their more affluent peers.3° In their report
Equal is Not Good Enough, The Education Trust states:

Schools and districts that serve more students from low-income backgrounds should
receive more funding to help ensure that students have rich educational experiences
that prepare them to excel in post-secondary opportunities at least as well as peers
from more affluent backgrounds. High-poverty districts should be receiving
substantially more funding — not equal, and certainly not less — than their more
affluent counterparts.3t

Despite this need, many states across our nation do not allocate substantially more per pupil funding
for districts serving larger numbers of students in poverty, even in those states that at least attempt
to offset the lower capacity of districts with high concentrations of poverty in some way.32 Instead,
school districts with higher concentrations of low-income students receive an average of five percent
less than low-poverty districts.33

Unfortunately, even when state formulas for raising funds should lead to progressive funding
distributions, this does not always happen. This may result from states not adequately addressing
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the full scope of lower funding contribution of districts with higher rates of poverty, the unwillingness
of localities to raise taxes to fund schools, wealthy districts or schools regularly raising additional
money beyond what is allocated through the funding formula, or politically motivated legislative
agreements that can lead to richer districts and schools receiving more funds than they would if the
state and locality solely followed the funding formula.34

Analysis of school finance studies shows that increasing per pupil spending contributes to and can
lead to improved student outcomes.35 However, states and districts systematically undermine many
students’ educational opportunities when they provide less funding to schools that serve certain
groups, such as students living in areas of concentrated poverty, students of color, as well as rural
and some urban students.36 School funding can be examined across the country, states, or localities.
Because of the variability in funding models and research methods, different scholars often arrive at
different estimates based on what data they collect and the analyses they run. In the following
sections, we present trends across these studies. The trends in the research summarized below
reveal that many states give numerous students living in concentrated poverty, students from
minority backgrounds, and students living in particular areas of the country funding amounts below
what is needed to provide them with a high-quality education.

Funding Gaps Related to Poverty

Students living in poverty experience a wide array of challenges that research confirms can hinder
their achievement in school, including but not limited to, health difficulties, insufficient access to
affordable and consistent housing, and a less stable source of family income.37 Therefore,
researchers generally agree that students from low-income households need more resources than
their peers from homes with more income to succeed in school. Scholars debate how much such
students need. For instance, in a widely-cited study from 2005, researchers asserted that students
with limited family financial support are associated with twice the cost of educating students with
greater financial stability.38 In a more recent study using data from 2021, school finance researcher
Bruce Baker and his colleagues estimated that high-poverty districts needed about 90% more
. funding than low-poverty districts.3° The
federal government distributes additional

Researchers genera"y agree funds to schools and districts with higher

that students from low-income levels of poverty through Title I. When states
spend more, they also receive more Title |
households need more 40
resources than their peers from  U"ds:*and thus these funds cannot
. . necessarily address the gaps presented
homes with more income to below.41

succeed in school. _
When we look at the aggregate estimates

nationwide, students who are from low-income households receive less per-pupil funding than their
nonpoor peers. This is especially concerning in the face of the evidence that these students need
significant additional funds to thrive.42 National studies from the last several years confirm these
trends. Using data from 2018-2020, The Education Trust estimated an $800 per pupil spending
difference nationally between state and local funds provided to poor and nonpoor districts. A gap of
this size impacts whether a school can afford to provide resources, like a laptop for every student,
high-impact practices like tutoring, and smaller class sizes through the hiring of more teachers.43
Another study by researchers Hojung Lee, Kenneth Shores, and Elinor Williams found that when
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looking at all students in the nation, students who qualified for free and reduced lunch (FRL)44 in the
2017-2019 school years received on average $149 less per pupil than non-FRL peers, leading to a
$3.7 billion national school funding gap between these students.45

Turning to within state funding gaps, in 2021 a report by the Education Law Center found that
sixteen states provided regressive funding, ten states provided flat funding, and twenty-two states
provided progressive funding.46 This means that more than half of the states did not design their
funding systems to respond to the research that consistently confirms that students living in
significant concentrations of poverty need more funding to meet their educational needs.4” The
twenty-two progressive funding states included those that provided only 5% or more funding to
districts with higher concentrations of poverty. So, although these states delivered more to districts
with higher concentrations of poverty, the extra funding most states allocated was insufficient to
address the additional resources that scholars estimate students need. These findings show that
many states across the country fail to provide fair funding, or the amount of funding that each
student needs to be successful.

Some research on within state and district funding disparities finds that school funding reforms over
the last several years show small, positive incremental changes. When Lee and her colleagues
analyzed the data within the same state or district (as compared to their analysis that compared
students nationwide), funding was typically progressive, in that students who live in poverty received
approximately $300-500 more per pupil. Unfortunately, this amount is not close to the suggested
double amount that other researchers recommend.48 They further explain that the contrast in
findings between the national and state analyses is likely because students from families in poverty
are concentrated in states and/or districts with lower effort and/or less progressive school funding
systems, thus leading to regressive funding when aggregated and assessed at the national level.4°
While the funding trended progressive across districts within the same state;5° at the time
considered in the study, over 19,000 operating school districts existed in our nation5! and these
districts experienced a lot of variability regarding their regressivity or progressivity.52

Funding Gaps Related to Race

Systemic racial funding gaps deliver fewer educational opportunities to many students of color
across our nation. A 2019 national report highlighted funding disparities that disadvantage particular
racial groups with the finding that in the 2015-2016 school year, school districts serving
approximately the same number of students in primarily White districts received $23 billion more
than districts serving primarily students of color.53 Differences in neighborhood financial status nor

geography fully explained this gap; 1
however, minority students from low-
income districts were more likely to School districts serving

experience even greater challenges related approximately the same number

to a lack of funding in and resources for . . . .

their schools.54 of students in primarily White
districts received $23 billion

In an updated analysis, Bruce Baker and h districts servin

colleagues found that in 2021, when more than dis g

looking at districts with adequate funding, primarily students of color.
White students were the least likely to
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attend a school in a district that was below adequately funded (42%) and the least likely to attend
schools in districts that were in the lowest 20% regarding adequate funding (15%).5° In contrast,
Black students were most likely to be in below adequately funded districts and most likely to be in
the 20% least adequately funded districts (80% and 55% of Black students, respectively), followed
by Hispanic or Latinx (74%, 40%), then Indigenous students (62%, 30%), then students with two or
more races (52%, 23%), and finally Asian students (45%, 20%). In Table 1, the breakdown by race
and ethnicity is shown. The inverse percentages, which indicate the small number of students of
color in schools in adequately funded districts, highlight the dire situation.

As the researchers noted in their analysis, this means that Black students are about twice as likely
as White students to be in a district that does not have adequate funding and 3.5 times as likely to
attend school in a chronically below adequately funded school district, one in the bottom 20%.
Hispanic or Latinx students are about 75% more likely than White students to be in a below
adequately funded school district and 150% more likely to be in the worst-funded school districts.
The authors note that these differences cannot be “explained away” by differences in family financial
status.56

Table 1. Percentage of Students in Districts with Below Adequate Funding and in the Bottom 20% of
Below-Adequately Funded Schools by Race

Race of Students Percentage of Students in Percentage of Students in
o Districts with Below Districts in the Bottom 20%,
(Census category, if different) Adequate Funding Meaning the Least Adequately
Funded Districts

Black (African American) 80.4% 54.8%
Latinx (Hispanic) 73.7% 40.2%
Indigenous (American Indian/Alaskan 62.4% 30.1%
Native)

Two or more races 51.9% 23.4%
Asian 44.8% 19.5%
White 42.4% 15.1%

Note: Percentages from The Adequacy and Fairness of State School Finance Systems: School Year 2020-21.57

The Education Trust’s report, with data from 2018-2020, estimated that districts serving
predominately students of colors8 receive 16% less funding from state and local sources compared
to predominately White districts.52 This discrepancy amounts to an estimated $2,700 less per pupil.
Notably, this racial disparity is over three times their estimated gap between high- and low-poverty
districts.60

Similar school funding gap patterns that Lee and colleagues found across schools based on
students’ socioeconomic status were also found across racial lines.61 From 2017-2019, Black
students received $35 less annually per pupil and Hispanic or Latinx students received $794 less
per pupil, both when compared to White students at the national level.62 This equals a $10.9 billion
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funding gap nationwide.®3 Again, state-analysis showed marginal movement towards progressivity,
where Black students received an average of $514 more than White students and Hispanic or Latinx
students received $115 more per pupil. The difference between these estimates likely resulted from
a higher number of Black or Hispanic/Latinx students in states with more regressive patterns of
funding. For example, the funding systems in states like Texas, with a large Hispanic or Latinx
student population and low funding effort and distribution, impact these national figures.64 While
this movement toward progressive funding at the state level is a trend in the right direction, this
trend is not yet able to make up for the historic and ongoing racial systemic barriers to high-quality
education in our nation.%>

Turning to Indigenous students, while most Indigenous students attend public schools,
approximately seven to eight percent attend tribal schools.5¢ These schools employ a different
funding system than the one used for other public schools in our nation. The most recent U.S.
Governmental Accountability Office’s 2014 analysis of the system found the Bureau of Indian
Education (BIE) schools often had much higher levels of per pupil funding than general public
schools.67 Recent reporting, however, raises concerns about school funding and the federal
government’s provision of a high-quality education for Indigenous students in tribal schools.68
Unfortunately, the lack of transparency and racial categorization of students enrolled in public
schools makes data collection around funding issues related to Indigenous students in tribal and
public schools challenging.6®

Today, no states consider race in the allocation of their funding.”® However, the research confirming
these consequential funding patterns indicate that seemingly neutral race-blind policies pose
detrimental and inequitable funding outcomes that disproportionately harm students of color.

Funding Gaps Related to Geographical Location

Gaps in funding also exist related to the geographical location of schools, particularly for schools
located in rural or urban areas. Rural schools face funding challenges due in part to transportation
costs (e.g., longer bus commutes), issues with teacher recruitment and retention, higher operational
costs, and lower property taxes.” This means that even in some rural districts with progressive
funding, students do not receive the instructional resources they need since per pupil dollars must
be used for these additional school operation costs. Nationally, non-rural districts can spend $500
more per pupil on instruction annually because of lower operating costs than rural districts.”2 While
states and localities have generally increased funding over the last decade,3 over half of states
decreased their contributions to rural schools

since 2019.74 |
Turning to the school funding challenges of Over half of states decreased
urban districts, it is important to understand their contributions to rural

that many of the issues related to geographic
location are intimately tied to issues of race
and poverty.”® This connection exists in large
part because of historic redlining, in which laws and policies prohibited individuals of different races,
and especially Black Americans, from buying houses in certain neighborhoods. Redlining and other
discriminatory practices in offering housing greatly contributed to persistent segregation in housing
and thus in schooling despite the ruling of Brown v. Board of Education.”6 This discrimination, along

schools since 2019.
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with more recent tactics such as gerrymandering and lending discrimination, minimizes the school
funds available via property taxes in many geographical regions, often most impacting students from
lower-income neighborhoods of particular races.””

Researchers describe urban education in different ways.’8 In this report, we define urban schools
and districts as those concentrated in cities, including but not limited to large metropolises. While
some states provide much higher funding to schools in urban districts, other states provide less.®
For instance, school funding for cities in New Hampshire is below the national average while cities in
Massachusetts and Georgia receive far above the national average.8® On average in 2022, however,
according to the National Center for Educational Statistics (NCES), city schools received less per
pupil ($15,715) than the national average ($17,301), suburban ($19,145), town ($16,177), or rural
schools ($17,906) when adjusted for inflation.81 Richard Welsh & Walker Swain conducted a study
across multiple definitions of urban education looking across school years from 2008-2015, and
most of their analyses found that urban districts have less than average per-pupil funding, although
large metropolises, which often include the surrounding suburbs and higher tax bases are slightly
above the average national per pupil amount.82

The national trend of providing less funding to city schools is especially concerning when considering
the cost of operating urban schools.83 In 2012, the most recent data available for the functional age
of public schools’ main instructional buildings, city schools were, on average, older (50 years) than
their suburban (43 years) and rural (40 years) counterparts.84 Urban administrators have reported
that inadequate funding hinders their ability to provide safety measures for students.8> Additionally,
the cost of attracting and retaining teachers influences urban districts, as city teachers are more
likely to leave their school than teachers in any other setting.86 State policymakers need to consider
these additional costs when determining the cost of providing a high-quality education in an urban
setting. Today, we recognize that to address many of these issues related to urban schools and the
funding challenges confronting urban districts, we must also attend to funding issues at the
intersections of race and class.8”

Why Do Funding Gaps Matter?

How do these widespread funding gaps by class, race, and geography impact the educational
opportunities of students? In 2016, C. Kirabo Jackson, Rucker Johnson, and Claudia Persico
s analyzed long-term trends of student
outcomes in areas where school finance
A roughly 22% raise in per-pupil reform had increased school funding.88

spending for all twelve years of a Their landmark study revealed that for a

child’s schooling could be enough  c""d from a low-income family, a roughly
22% raise in per-pupil spending for all

to eliminate educational outcome twelve years of a child’s schooling (which
gaps between students from low- in 2015 dollars was estimated as an

income backgrounds and their additional $2,900 per pupil each year)
. could be enough to eliminate educational
wealthier peers.

outcome gaps between them and their
wealthier peers.89 Additionally, if funding
systems raised per-pupil spending by 10% each year of schooling, then the probability of graduation
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from high school increased by seven percentage points for all students combined, and nearly ten
percentage points if only looking at low-income students.?0 That 10% increase was also associated
with nearly 10% higher wages for adults who came from low-income families.91

More recent studies reaffirm that higher school funding contributes to higher test scores, graduation
rates, and adult wages.92 Schools lacking fair or adequate resources cannot afford these same
opportunities for better student outcomes as their well-funded peers. Indeed, even scholars who
once challenged the link between funding and outcomes see the connection between funding and
outcomes for students our schools have long underserved.?3 As stated in the opinion of the William
Penn case:

Dr. Hanushek, like other expert witnesses for both parties, agreed that some
children, including children living in poverty, [English Language Learner] students,
children with disabilities, and children living in rural areas, need more supports and
services to access their education. He also agreed that the challenges of poverty are
not insurmountable if the resources are used well, and stated that reductions in
funding are likely to have a negative impact on student achievement “because it
disrupts what schools are doing[.]"94

Statistical evidence supports this idea. In a study using National Assessment of Educational Progress
(NAEP) data from 1996 and 2015, researchers found that states moving from flat funding to double
funding for students from low-income families predicted improved reading and math scores.95 In
addition to test score improvements, research also supports ties between increased school funding
and medium and long-term outcomes. A recently published meta-analysis by C. Kirabo Jackson and
Claire L. Mackevicius pooled data
from thirty-two studies from 2003 to

2022 and found that an extra Closing educational opportunity
$1,000 per pupll for four years gaps to move students from
increased test scores, high school . .

graduations, and college dropping out of high school to
enrollment.26 graduating from college,

Additionally, scholars confirm aggregated natlona"y’ could save

substantial economic costs of these u.S. taxPayers approximately

opportunity gaps. In 2013, $610 billion per graduating class.
economics professors Clive Belfield

and Henry Levin estimated that the tax-burden savings of closing the educational opportunity gaps in
a way that would move students from dropping out of high school to graduating from college was
$200,000 per student across their lifetime.®7 Aggregated nationally, this would have saved U.S.
taxpayers approximately $610 billion per graduating class.98

State and district investment in equal educational opportunity also would positively impact our
economy. The Excellence and Equity Commission’s 2013 report noted:

If Hispanic and African American student performance grew to be comparable to
white performance and remained there over the next 80 years, the historical
evidence indicates that the impact would be staggering—adding some $50 trillion (in
[2013 dollars]) to our economy. This amount constitutes more than three times the
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size of [the 2013] GDP and represents the income that we forgo by not ensuring
equity for all of our students.®®

An updated estimate using data from 2015 revealed that raising the graduation rate from 83% to
90% would collectively add $3.1 billion in income for a class of high schoolers.10 This increase in
income is associated with increased civic engagement and would raise the GDP by an estimated
$5.7 billion.101 In 2021, Clive Belfield estimated that annually the disparities in equitable graduation
rates cost our nation $59.5 billion while gaps in achievement result in students earning an
aggregate of $92 billion less per year, both of which he refers to as conservative estimates.102 These
scholars affirm that the current lack of equal educational opportunity impacts both individual
students and our nation as a whole.103

In Pennsylvania, home of the William Penn case, a commission of state lawmakers recommended
that $5.1 billion be allocated to schools to address issues of adequacy, including but not limited to
insufficient teacher-student ratios, counselor-student ratios, and teacher salaries.104 Researchers in
Pennsylvania conducted a cost-benefit analysis on raising funding to adequate levels for
underfunded schools.195 The researchers found that the benefits would outweigh the costs with a
new kindergarten cohort class under the improved funding system adding an estimated 3,800 high
school graduates and 3,850 college enroliments, along with a 12% increase in lifetime earnings.106
Aggregated, this estimated $4.3 billion in spending per cohort would generate a nearly $5.2 billion
return on investment in Pennsylvania.107

From these trends, we can see that school funding opportunity gaps that reflect class, race, or
geographic location deny many students in our nation fair or adequate resources that follow
researchers’ recommendations for the support that students need. Students, communities, and our
country would benefit from ensuring that each and every child enjoys access to a high-quality
education. Families and lawyers have used litigation as a means of securing such an education,
which we turn to next.
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School Funding Litigation

Understanding the law and policy context for school funding and its history can help us make sense
of how the funding gaps described above persist. Litigating for adequate and equitable school
funding has sometimes helped to pave the way for securing higher-quality educational opportunities
for students who have been disadvantaged by past and current approaches to school funding. In this
section, we lay out a brief overview of major legal trends surrounding school funding litigation.

Although today litigation about school funding provides a major legal pathway toward school
improvement, this was not always s0.198 In the 1940s and 1950s, school desegregation served as
the principal legal strategy toward school improvement, culminating in the landmark Brown v. Board
of Education (Brown I) decision on May 17, 1954 that determined that “[s]eparate educational
facilities are inherently unequal.”10° However, the Court subsequently invited great delay in
desegregating when it held that districts could desegregate with “all deliberate speed” in Brown I,
one year later.110 Much of the South rose up to participate in a deliberate Massive Resistance
campaign that aimed to stop desegregation in its tracks. This strategy proved so successful that a
decade after Brown [, fewer than two percent of Black students attended desegregated schools.111
Over the next few decades, civil rights lawyers continued litigation about the specifics of
desegregation in states and districts nationwide as a major strategy to promote equal educational
opportunity.112 Efforts to desegregate and integrate our schools continue today.113

In the 1970s, courts’ support for enforcing integration waned, including through the Supreme Court’s
decision in Milliken v. Bradley. In that decision, the Court required proof of interdistrict segregation
before a court could order interdistrict desegregation. This ruling made it exceedingly difficult to bring
together students of different races in schools in the North and West.114 As a result, lawyers and
school reformers turned to school funding as an alternative legal pathway toward an equal education
for all students.115

Seeking an Equitable Education

In early school finance litigation, many cases initially focused on the Equal Protection Clause of the
Fourteenth Amendment to the Constitution, with states like California finding unconstitutional
funding systems that resulted in significant disparities in school funding due to vast differences in
local governments’ abilities to raise funds.116

While California and other states found inequitable funding to be a violation of the U.S. Constitution,
the U.S. Supreme Court disagreed. In the 1973 San Antonio Independent School District v.
Rodriguez case,117 a group of Mexican American parents led by Demetrio Rodriguez challenged the
constitutionality of the Texas school funding system that left their school district, which had a “low
property tax base,” with significantly less funding than neighboring wealthier districts. The Court
determined that the U.S. Constitution’s Equal Protection Clause did not guarantee a federal right to
education. The Court also determined that wealth was not a classification that warranted heightened
constitutional protection. The absence of a federal right to education and the lack of a classification
that warranted heightened scrutiny led the Supreme Court to apply its most lenient form of
constitutional review to the Texas system and to find the system constitutional because it advanced
local control of education.118
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After this federal decision, subsequent cases based their decisions on state law and state
constitutions. Some courts determined that wealth-based disparities can be challenged under state
equal protection rights, such as the 1976 decision in California known as Serrano Il. However, cases
seeking equal protection resulted in more losses than wins from 1979 through 1988.11°

Seeking an Adequate Education

In the late 1980s, many attorneys in school finance cases shifted from a focus on equal protection—
typically referred to as equity cases—to the need for equal opportunity, commonly known as
adequacy cases.1?0 This time, Kentucky led the charge in Rose v. Council for Better Education.1?! In
that decision, the Kentucky Supreme Court held that the state constitutional protection of “an
efficient system of common schools throughout the state” guaranteed that the General Assembly
would provide each student in Kentucky with an array of capacities that prepared them for work and
life, such as appropriate written and oral communication skills that would allow students to function
effectively in our evolving society, appropriate preparation for either college or career and the skills
that students would need to effectively compete with students in nearby states when they pursue
employment or higher education.?22 Those who brought similar cases won in nearly twenty additional
state school finance decisions on adequacy over the next twenty years.123

Most state constitutions mandate “the state to provide students some substantive level of basic
education,” and many courts interpret this standard as one in which a student must receive an
education that enables them to become an effective civic participant and competitively employed.124
This approach clearly surpasses the colloquial definition of basic. Since the standards-based reforms
of the early 2000s, courts primarily define adequate education by whether the inputs lead to
students meeting the state’s benchmarks established in state standards and tests.125

New Litigation

From 2009 to 2020, students and families often did not receive help through litigation, as courts
sided with plaintiffs less often in this time period.126 Still, by April 2021, forty-eight of the fifty state
court systems had issued decisions in school finance cases.127 School funding litigation is ongoing in
several states, including Arizona, Maryland, New Hampshire, North Carolina, and Wyoming.128
However, we may be turning a new corner in what may lead to future grounds for litigation due to the
impacts of the COVID-19 pandemic discussed in the next section.12®

While litigation has been a major avenue for changes in school finance systems, legislative reform
can also effect changes. States that have made impactful changes to their school funding systems
are discussed in part two of this report, Funding Our Schools: Reforms and Partnerships in Pursuit of
a High-Quality Education, to assist state-level policymakers and advocates looking for guidance.130
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Recent Issues in School Funding

Over the last two decades, both the Great Recession and the COVID-19 pandemic sparked
significant changes to school funding that impacted the school finance landscape.

The Great Recession’s School Funding Cuts

In the wake of the Great Recession in 2008, many states reduced their per-pupil funding in ways that
impacted hiring teachers and support staff and even affected the number of days the schools could
afford to operate.131 The Education Law Center elevated the impact of this trend from 2008-2018
and found that schools lost approximately $600 billion in funding across our nation due to reduced
funding efforts at the state and local level.132 Indeed, average state effort to fund schools was lower
in 2021 than in 2009-2010.133 These budget cuts, from the Great Recession into the current
decade, often hit high-poverty districts the hardest.134

School Funding Through the Pandemic

The pandemic and responses to the difficulties it created for schools exacerbated the opportunity
gaps discussed earlier in this report. The challenge of educating students while schools were closed
disproportionately impacted students from low-income households, minority backgrounds, and rural
and urban settings.135

Districts in high-poverty neighborhoods suffered more than well-funded districts.13¢ As education
finance experts Danielle Farrie and David Sciarra report:

The pandemic exposed a stark reality to the nation: many schools, especially those
in districts serving low-income communities, were not equipped to handle the task
of continuing education amid a public health crisis. The ability to effectively pivot to
virtual instruction hinged on the availability of technology and high-speed internet
access. Reopening schools safely depended on having modernized buildings with
up-to-date HVAC systems and enough space to maintain social distancing
guidelines.137

These issues contributed to schools in high-poverty neighborhoods offering remote instruction for
longer, negatively impacting student achievement growth.138 Similarly, the pandemic heavily
impacted communities and schools serving primarily Black and Hispanic or Latinx students, resulting
in less access to in-person learning3® which led to the lowering of average test scores, often referred
to as learning loss.140

Schools in urban and rural districts faced additional obstacles during the pandemic. Students in rural
areas were twice as likely as urban students to lack the necessary technology they needed to access
their education during the pandemic.141 Access and safety concerns in turn impacted school
enroliment. Across our nation, and especially in urban districts, families opted out of public schooling
in response to the pandemic, a concern for school funding allocated on a per pupil basis because
fewer students result in districts receiving fewer funds.142 Rural areas, too, saw drops in enroliment
early in the pandemic era.143
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Opportunities and Outcomes

In response to these issues, federal funding for education increased through three pandemic relief
laws in 2020 and 2021.144 Schools received significant additional funding during the pandemic,
primarily distributed through the Elementary and Secondary School Emergency Relief (ESSER)
Fund,145 and the amount schools received was intended to vary by need.146 So while total ESSER
funding averaged to about $3,850 per pupil,147 for instance, Detroit, Michigan received close to
$25,800 per pupil total while a neighboring suburb received about $860 per pupil across the ESSER
cycles.148 Through ESSER, lawmakers provided ample discretion to school districts to address
challenges that surfaced or persisted through the pandemic.14® The federal government primarily
allocated funds using formulas based on Title | of the Elementary and Secondary Education Act,
which provided additional financial support to districts that served larger numbers of students from
low-income families.150 Changes in funding in this period allowed data collection around the
connection between financial resources and opportunity gaps, especially in high-poverty schools.

This funding provided critical support for districts addressing the educational challenges that the
pandemic created or exacerbated, including less money from states due to other pandemic-related
issues, 151 assistance for students who had inequitable access to the resources needed to
succeed,152 outdated infrastructure,153 and learning loss.154 While the federal government required
transparency on how ESSER funding was used, state and district reporting and use of funds varied
widely.155 Some trends included: about half of the states invested at least a small portion of funds in
social-emotional learning, twenty-two states spent about half of their budget on personnel (either
new hires or raises), districts used about a quarter of funds on external vendors (for services like
tutoring, updated technology, or supplies), and about one-fifth of funds have been spent on school
infrastructure.156 As an example, districts that sued the Pennsylvania Department of Education and
others in the William Penn case purchased Chromebooks to lessen the technology gap, hired
essential personnel for teaching and mental health services, updated textbooks, provided
enrichment and remediation through summer and afterschool programming, and made crucial
facility updates, such as updating ventilation and repairing roofs.157

Due to the varied reporting and the allocation of funds through Title I, the impacts of ESSER funds
are easier to track along lines of class than race or geography. Research in two recent reports,
including one from the Educational Opportunity Project at Stanford University, supports that in 2022
and 2023 additional ESSER funds were successful in lessening gaps in opportunity and increasing
student achievement outcomes for students from higher-poverty families, as measured by test
scores.158 These scholars estimate that to reach pre-pandemic achievement, however, schools will
need additional funds ranging from $9,000 to $18,800 per pupil.189

The Fiscal CIiff
ESSER funding has now been fully distributed, and states and districts must spend their funds by the

end of September 2024.160 Education finance researcher Marguerite Roza forecasts that “districts
with more students in poverty face a steeper fiscal cliff” after the money is spent.161 She explains:
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Districts with less than 25% kids in poverty will see 2% of their budget disappear,
districts with 75% or more (kids in poverty) will see 6% of their budgets disappear.
The rule of thumb is that a half a percent a decline in budget sends a district into
fiscal chaos.162

This analysis indicates that once ESSER
funds expire, school districts with more

students from low-income backgrounds will Once ESSER funds expire
face disproportionately greater shifts in ’

their schools’ budgets. Such shifts could districts with more students of
lead to an array of harmful impacts, such low-income backgrounds will
as layoffs for mental health service face disproportionately greater

providers and others or programmatic cuts
like reducing extended learning time and
tutoring.163 Matthew Przywara, the Chief of
Finance and Operations in a district in the William Penn case explained “In practical terms. . . that is
extremely significant, what [he] would call draconian."t64 Scholars at the Center for Education Policy
Research at Harvard University estimated, “To make up 20 percent of a school year’s worth of
unfinished learning, it is likely to cost more than the equivalent of 20 percent of a district’s annual
budget.”165 As challenges that emerged before and during the pandemic endure, the impending
fiscal cliff will impair districts’ abilities to effectively address these challenges.

shifts in their schools’ budgets.

What's Next?

In order to continue the academic growth seen as a result of federal ESSER funds, local, state, and
federal lawmakers must coordinate to continue to adequately fund schools. Ideas for innovative
funding models are discussed in our report Funding Our Schools.166 Additionally, Education Resource
Strategies (ERS), a non-profit that partners with state, district, and school leaders to support
transformative reforms to support all learners, provides tools and information for school leaders
wanting to avoid the dangers of the fiscal cliff, which include the use of district data to address the
needs of students and compensation models that attract and retain high-quality teachers.167

Conclusion

While our public schools educate many students well, too many of the states and districts across our
nation distribute opportunity in ways that disadvantage students across lines of class, race, and
geography. To ensure that each and every child enjoys access to a high-quality education, schools
need to be funded in ways that provide equal educational opportunity, which includes both adequate
and fair school funding. As we approach the fiscal cliff that will occur at the end of ESSER funding,
many of our students will have access to even fewer educational opportunities and resources unless
Congress or states take action to mitigate the potential harms. To learn more about how to address
these issues, turn to our next report, Funding Our Schools: Reforms and Partnerships in Pursuit of a
High-Quality Education.168
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Glossary

Adequacy cases: school finance litigation where lawyers focus on a right to equal opportunity for
students.169 Equal opportunity is often defined as ensuring that school conditions allow students to
meet at least a certain threshold of academic success.170 See also, rough comparability.

Adequate funding: funding that centers around the question: do schools have the financial resources
necessary to get all students to a particular benchmark? 171 This benchmark varies, depending on
who defines what adequate means, but often considers both school inputs and outputs, with outputs
often defined by standardized test scores.172

Equitable funding: also known as equal funding, generally defined as flat funding for all districts, with
more focus on inputs and no consideration of school outcomes.173

Equity cases: school finance litigation where lawyers focused on equal protection under the law.174
This often required comparing what was happening in one school or district to what was happening
in others.175 See also, rough comparability.

Fair funding: funding that ensures each student has an opportunity, through the provision of needed
resources (e.g., qualified teachers), to meet defined benchmarks, which includes additional funds
provided to districts with a greater concentration of high-need students.176

Flat Funding: a funding distribution model where states or districts provide approximately equal state
and local funds to each district regardless of student need.177

Funding Distribution: how funding is distributed in relationship to the concentration of poverty in a
district. See progressive funding, regressive funding, and flat funding.

Funding Effort: how much of the state’s available budget is allocated to education.

Funding Level: the amount of money available for schools, generally across a state. When funding
levels are low, it can complicate equity cases because all schools can be funded equally badly. Low
funding levels in states are often a reason for plaintiffs to pursue adequacy cases.178

Per Pupil Funding: calculation found by dividing the total amount of funding provided by the number
of students served. This is often used to discuss the relative amount of money schools receive since
it helps account for different school sizes. Many analyses also add adjustments by cost of living
when comparing per pupil funding.

Progressive Funding: a funding distribution model where states or districts provide more state and
local money to districts with higher concentrations of student need due to poverty.179

Regressive Funding: a funding distribution model where states or districts provide less state and
local funding to school districts with greater student need.180

Rough Comparability: refers to the goal of relative equality of resources and outcomes without
requiring exact dollar or student outcome equality. While often cases have been grouped in waves of
adequacy cases or equity cases, James Ryan asserts that there was much overlap between the
waves and focus of cases.181
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