
A Framework  

for Simplifying the 

Funding Formula

Joseph G. Martin, Jr.

August 25, 2011

1



Introduction

• You have a very important assignment.  

• Some basic principles and then an example 

to illustrate them. to illustrate them. 

• Confession: I’m one of the culprits.  

• QBE is logical, but is now too complicated. 
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The Rosetta Stone: 

Is this the firstIs this the first

version of QBE?
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Basic Principles

• Keep the formula as simple as possible.  

• But recognize

– the varying needs of each student, and– the varying needs of each student, and

Why:  Several programs cost twice as much per student 

than other programs.

– the wide fiscal disparities among local systems.

Why:  The top 10% of all systems have three times more 

tax base per student than the bottom 10%. 
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Overall Approach

An effective 
The State’s 

constitutional 
obligation

An effective 
partnership 
with local 
systems

Adjust the 
formula when

necessary 

Evaluate the 
educational 
outcomes
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A Possible Model

Define the cost of the 

basic program 

Define the cost of the 

basic program 

Add grants for     

system-wide costs 

Add grants for     

system-wide costs 

Assist the                  

low-wealth systems 

Assist the                  

low-wealth systems 

Calculate the    

local share

Calculate the    

local share

Allow flexibility     

in expenditures

Allow flexibility     

in expenditures

Meet local needs 

with local funds

Meet local needs 

with local funds
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The Foundation

1. The State would define the cost of the basic  
instructional program in every system.  

a. Determine the number of teaching positions
based on
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based on

– the number of students in each program, or

– or the number of students at each 
organizational level plus the teachers for 
additional services), and

– the student-teacher ratio for each program. 



Key Points:  

• Education is a “people business.”  Teaching 
is the key to success and represents over 
80% of all operating costs. 

• A teaching position could be filled through 
various  forms of technology along with 

• A teaching position could be filled through 
various  forms of technology along with 
new combinations of employees. 

• The current ratios may have to change. 

• The size of an individual class could exceed 
the base size by up to 25%. 
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b. Calculate the base cost of the teaching 

positions  at the salary and benefits for a 

new teacher with a BA degree.  

c. Recognize the salary increments for training 

and experience through an overall 

adjustment in each system. 
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d.  Provide support for staff development at a 

cost  equal to 1.5% of the base salary for the 

covered positions.

e. Allot funds for textbooks, technology, and 

instructional support through per-student 

allowances for each program.  
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f. Recognize the need for supervision and 

support based on the total cost of the 

teaching positions at

– 7% for school administration, and – 7% for school administration, and 

– 3% for central administration.

Key Point:  The prescriptive staffing plans for    

school and general administration should be 

replaced by simple “overhead” rates.
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g. Share in the total cost of facility maintenance 

and operation, based on the estimated cost 

for a typical school building. 

Key Point:  There should be a “reality check” to Key Point:  There should be a “reality check” to 

ensure that the allocations for instructional support 

and facility maintenance are reasonable, such as a 

percentage of actual costs in the previous year. 
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System-wide Grants

2. The State would provide system-wide grants

for the costs that are relevant for an entire 

system, such as: 

Student transportation, according to an a. Student transportation, according to an 

approved plan for each system.  

b. Nursing services on a system basis.  

c. Adjustments caused by extreme sparsity and 

isolation in the location of specific schools.
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The Partnership

3. The State and local systems would share the 
cost of the foundation, as follows:

– the State would bear 80% of the total cost, and

– the remaining 20% of the total cost would be – the remaining 20% of the total cost would be 
apportioned among all local systems in relation 
to their taxable wealth.  

This approach would create a true partnership by 
replacing the fixed amount of required local effort 
equal to 5 mills of property taxes.
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Key Points:

• The percentages are not as important as the 

concept of sharing the cost of the foundation.  

• This approach would help to end the myth

that the local share is sent to other systems, that the local share is sent to other systems, 

instead of being added to the total funds. 

• Another adjustment can be made for median 

household income. 
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Flexibility

4. Local systems would have flexibility in using 

the funds for the foundation, subject to 

general standards and accountability for 

academic performance. academic performance. 

Key Point:  The expenditure controls should not go 

further than to ensure that all funds designated for 

direct instruction are spent on direct instruction. 
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Exceeding the Foundation

5. Local systems would levy additional taxes to 

meet local needs beyond the foundation. 

6. The State would provide grants to enable 

each system to add services as though it had each system to add services as though it had 

a taxable wealth at the statewide average.

Key Point:  The benchmark should not be set at   

“the equalized property-tax base per weighted 

student” for the system at the 75th percentile. 
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A Possible Model

Define the cost of the 

basic program 

Define the cost of the 

basic program 

Add grants for     

system-wide costs 

Add grants for     

system-wide costs 

Assist the                  

low-wealth systems 

Assist the                  

low-wealth systems 

Calculate the    

local share

Calculate the    

local share

Allow flexibility     

in expenditures

Allow flexibility     

in expenditures

Meet local needs 

with local funds

Meet local needs 

with local funds
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Supplemental Programs

1. The Early Intervention Program should be 

offered to all students in grades K-5 who   

– meet the current criteria for eligibility, or   – meet the current criteria for eligibility, or   

– have not met grade-level expectations for two 

consecutive years and are eligible for free or 

reduced-price meals.   
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Key Points:

• EIP should provide the extra help a student 

needs to perform at grade level on a 

sustained basis.

• The rules for the various delivery methods 

should be revenue-neutral so that the 

choice is based on student needs. 
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2. The Remedial Education Program should 

serve all of the students in grades 6-12 who 

need extra help in the basic skills 

without an arbitrary ceiling on the number of without an arbitrary ceiling on the number of 

eligible students. 

Now limited to 25% of the students at a school or 

35% at a school if half of the students are eligible for 

free or reduced-price meals. 
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3. The Alternative Education Program should 

serve all of the students in grades 6-12 who

– have  been identified as being disruptive, or 

– need a non-traditional approach to graduate – need a non-traditional approach to graduate 

from high school. 

without an arbitrary ceiling on the number of 

eligible students.

Now set at 2.5% of the students in grades 6-12.
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An Illustration 
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• This is the entire formula! 

• No base school and system sizes

• No Program Weights• No Program Weights

• No Salary and Operations Detail

• No ranking of systems by wealth  
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Examples of the Model

Two aspects of the printed tables:

• Example A: The indicated criteria produce a 

formula that costs $1.5 billion more than the 

current appropriation. 

• Example B:  The formula can be adjusted to 

equal the current appropriation by increasing 

class sizes by an average of 28%.  
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Conclusion

• This example provides a “foundation” of 

financial support for the basic instructional 

program needed by every student.

• The basic program would be available to 

every student without regard to the fiscal 

capacity or political will of the local system.
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• The local share of the foundation would 

require the same tax effort in each system.

• Local systems would raise their own funds • Local systems would raise their own funds 

to meet local expectations in excess of the 

basic program.    
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• The proposed formula won’t work if the 

components are not estimated realistically.

• There would still have to be a balanced • There would still have to be a balanced 

evaluation of the educational outcomes      

in every school.   
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Wrap-Up

• Yes, it’s possible to design a simple formula 

that is not simplistic.

• Appropriate adjustments can be made for 

– the varying needs of each student, and 

– the wide fiscal disparities among local systems. 

• The formula can be transparent, even when 

state funding is being reduced. 
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