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Goals of School Finance Systems

o The goal of school finance systems is to provide all children, 
regardless of where they live or attend school, equal 
opportunity to achieve common, adequate outcome goals

• Providing equal educational opportunity 
toward common goals costs different 
amounts in different settings, and across 
children (individually and collectively) by 
needs and contexts 

• In the U.S., State accountability systems set 
common goals - rate, rank and evaluate schools on 
whether they meet those goals

• A fair system requires funding sufficient to provide 
equal opportunity to meet these goals (which are 
often used for articulating constitutional rights) 

14 Conceptions of Equity 
and Adequacy in School 

Finance 

16 Measurement of 
Cost Differentials 

SchoolFinance101.com
SchoolFinanceData.org



Basic Principles of “Costs” & “Equal Opportunity”

o It costs more to achieve higher than lower outcomes 
• All else equal, the per pupil spending required to 

achieve higher, and broader outcome goals is higher 
than the per pupil spending required to achieve 
narrower and/or lower goals

o It costs more to achieve the same outcomes with some children than 
others

• Collective, social context effects (poverty)
• Specific student needs (ELL, Disability)

o It costs more to achieve the same outcomes with some children than 
others in some settings than others

• Economies of Scale – Small, sparsely populated 
remote school districts

• Regional variations in the competitiveness of wages 
(labor market effects)
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oOutcome Oriented 
• Evaluate aggregate spending per-

student as a function of student 
outcomes and several cost factors 
including needs, labor price levels, 
scale of operations and other 
institutional characteristics. 
[Education Cost Function Analysis 
(Duncombe & Yinger, 2011; Levin et 
al., 2022)]

Cost analysis methodologies

o Input Oriented 
• Determine the personnel and non-

personnel resources and corresponding 
costs associated with the educational 
services used to generate student 
outcomes. [Ingredients Method (Levin 
et al., 2018; Baker & Morphew, 2007)]

• Resource Cost Models or Ingredients 
methods

• Institutional production/delivery or 
student consumption
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What’s Wrong with New York’s 
Foundation Aid Formula?
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Conclusions
• Conclusion 1: The calculation method and measures in the 

formula do not rationally determine what districts need to spend, 
or what they actually spend, in order to achieve adequate 
outcomes; 

• Conclusion 2: The foundation formula has continued to drift 
further, over time, from funding even its own (inadequate) 
hypothetical sound basic funding level; 

• Conclusion 3: Standards, goals and context of the education 
system have changed, with both broader and higher expectations 
and greater needs and cost pressures across the state. 
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Conclusion #3
• Higher outcomes, more rigorous assessments and a wider array of 

outcome goals cost more to achieve; 
• Even to achieve comparable outcomes over time requires 

maintenance of a quality teacher workforce, where competitive 
wages for teachers typically grow at a faster pace than consumer 
price inflation; 

• Changes to the population of students served may also change 
the costs of achieving even the same outcome goals. 
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Recommendations
• Short term fixes: 

• Increasing base aid to better reflect general instructional expenditures of successful, 
efficient districts. The minimum increase justified herein would be 10.75% above next 
year’s inflation adjusted based. Were that to have been implemented for fy2026, the 
base would be $9,162 (10.75% above the adopted base of $8,273). 

• Noting that adjustments for student needs were never based on any empirical analyses, 
and drawing on related work, I would suggest adding and increasing adjustments for 
student needs, including adjustments for children from homeless, foster care and 
migrant families, and increasing weighting for English learners, with each weight being 
adopted or moved toward 1.0 additional funding.  

• In the longer term:
• over the next year and a half, with intent to reform Foundation Aid for fy2028, the state 

should conduct a rigorous analysis of the spending required to achieve current desired 
outcome goals for all children.
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Core Assumptions
• Adj. Foundation Amount ≈ Sound Basic Funding
• Base x PNI x RCI x TAFPU ≈ Sound Basic Funding
• Base

• GEIE = IE - SEIE
• Deflated GEIE = GEIE/PNI/RCI
• Base = Avg. Deflated GEIE of Successful, Efficient Districts

• Note: PNI & TAFPU components not based on any “cost” 
analysis
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Conditions needed to support core assumptions

• Instructional spending is all a district needs to operate its 
programs and services; 

• If the PNI and RCI are based on thorough analyses of costs and 
cost differences to achieve the desired outcomes (since they’ve 
been peeled off to be added back in); 

• If the special education spending subtracted to get GEIE is 
subsequently made whole when we go back and multiply by 
TAFPU. 
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None of those conditions are met

• Instructional spending typically constitutes about 65% by national 
accounting standards and metrics, and 75% by New York 
standards and metrics, of current operating expense for local 
public school districts;

• No empirical analyses were ever provided to validate the weights 
on the components of the PNI, per the most rigorous methods of 
the day; 

• No empirical analyses were ever provided to validate the weights 
on children with disabilities included withing TAFPU. 
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https://cee.tc.columbia.edu/media/centers-amp-labs/cee/publication-pdfs/AIR-Report-2--Student-Outcomes-and-Student-Need---Final-10-29-24-1-1.pdf 

We found that each of these student 
characteristics have significant negative 
effects on our comprehensive index of 
student outcomes
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New Jersey’s analogous 
Base Cost per Pupil

Then add weights for: 
x Grade Level

FRL (.47-.57)
ELL (.5)
Combo ELL/FRL 
Spec Ed*

x Geographic Cost Adj.

= Adequacy Budget – 
Local Share = State Aid 
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Elements of a Comprehensive Study
STEP 1: EDUCATION COST MODEL (ECM)

Estimate ECM to determine:
Base per-pupil cost of providing adequate education
Additional cost-based funding adjustments to account for cost factors, including 
student needs, resource price levels, scale of operations, and other contextual 
characteristics
Variation in adequate cost with respect to different target level goals for 
outcomes included in the model

STEP 2: IDENTIFY EFFICIENT SCHOOLS AND DISTRICTS
Use estimated ECM to identify sample of schools/districts serving different 
student populations in different contexts and operating above, below, and at 
statewide average efficiency to:

Determine adequate cost projections for sampled schools/districts
Develop resource profiles for sampled schools/districts, including staffing ratios 
for different types of key staff and per-pupil spending for categories of non-
personnel resources
Explore differences in how schools/districts that are more versus less efficient 
allocate resources

STEP 3: RESOURCE COST MODEL
Convene panels of expert educational practitioners (Professional Judgment 
Panels) to:

Propose resource configurations for schools to meet desired outcome goals, 
including civic engagement, arts/enrichment/cultural growth, mental health, 
etc., which may not be reflected in cost modeling goals
Propose how those resource needs (schooling inputs) need to vary by: 
student needs, resource price levels, scale of operations, and other 
contextual characteristics

STEP 4: RECONCILIATION & FORMULA DEVELOPMENT
Compare/evaluate and reconcile findings from Steps 1, 2 and 3.
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Policy Influence of Cost Modeling Studies 

Formula Changes

o Texas Community College Formula
─ Levin, J., Baker, B., Lee, J., Atchison, D., & 

Kelchen, R. (2022). An Examination of the Costs 
of Texas Community Colleges. REL 2023-142. 
Regional Educational Laboratory Southwest. 
https://ies.ed.gov/sites/default/files/rel-
southwest/document/2025/07/REL_2023142.pd
f

o Vermont K12 Formula Weights
─ Kolbe, T., Baker, B.D., Atchison, D., Levin, J. 

(2019) Pupil Weighting Factors Report. State of 
Vermont, House and Senate Committees on 
Education. 
https://legislature.vermont.gov/assets/Legislativ
e-Reports/edu-legislative-report-pupil-
weighting-factors-2019.pdf  

o Kansas School Funding 

Other State Uses of NECM/SFID

o Virginia Joint Legislative Audit & Review Commission 
Report
─ https://jlarc.virginia.gov/landing-2023-virginias-

k-12-funding-formula.asp

o Missouri Department of Elementary and Secondary 
Education Report
─ https://dese.mo.gov/media/pdf/missouri-

school-funding-march-2023
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Oregon 
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Colorado 

https://www.cde.state.co.us/cdedepcom/schoolfinancecostmodelingadequacystudyreport 

https://www.cde.state.co.us/cdedepcom/schoolfinancecostmodelingadequacystudyreport


o Equity Analysis Report, October 2024
o Student Outcomes and Student Needs Report, October 2024
oUsing Cost Modeling to Inform School Funding Policies Report, November 2024
oReview of the Rockefeller Report, December 2024
o Equity Issues in Raising Revenue Report, January 2025
oReview of the 2025-26 Executive Budget Projections, February 2025
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