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Why Is There a Need for a Change?
Delaware’s current school funding system has three main components, they include:

1. Division I (teacher positions).
2. Division II (all other education costs and energy).
3. Division III (school funding equalization).

The state provides funding for a specific number of staff based on student enrollment through a position allocation system. 
States designed these systems around the idea that all public school students would attend brick-and-mortar schools within 
their own district. Thus, the state’s funding system should ensure that schools provide a relatively equal amount of educational 
resources to every student. Because states designed position allocation systems for traditional brick-and-mortar schools, it is 
difficult to adapt them to certain aspects of a modern education system, such as:

 J Charter schools.
 J Competency-based education.
 J Dual/concurrent enrollment programs.
 J Non-traditional career and technical education programs.
 J Open-enrollment programs.
 J Part-time students.
 J Student mobility during the school year.

Due to their lack of flexibility, states have moved away from school/district focused funding systems – such as the positional 
allocation system – to more student-based allocation systems. Currently, only seven states (Alabama, Delaware, Idaho, North 
Carolina, Tennessee, Washington and West Virginia) make use of some form of a position allocation system.

What Is a Student-Based Funding System?
Student-based funding systems provide districts with a dollar amount per student often based on the individual student’s 
needs and a district’s ability to pay. School districts largely decide how to expend these funds.

This type of system allows for flexibility as districts decide how to expend their education funding.

Foundation Formula
The most common form of student-based funding systems is a foundation formula. A foundation formula begins with a per-pupil 
funding amount deemed sufficient to educate a general-education student to state standards (also known as the foundation 
or base-funding amount). Some states, such as Arkansas and Maryland, make use of a foundation amount determined through 
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studies conducted by outside organizations. However, in most states, the legislature sets a foundation amount based on 
the funding available at that time. This state then adjusts the district’s foundation amount for high-need students, such 
as at-risk students, English language learners (ELLs) or students in special education programs. While most states leave 
expenditure decisions up to districts, some states mandate certain education expenditures. For example, some states that 
utilize foundation formulas also have statewide teacher salary schedules that mandate that districts provide a minimum 
amount of compensation to all teachers. Currently, 36 states utilize foundation formula systems.

Additional Student-Based Systems
Five states (Massachusetts, Michigan, Vermont, Wisconsin and Wyoming) currently have school finance systems which 
distribute funding to districts through student-based funding systems, as opposed to foundation systems. While each of 
these state funding formulas differ, the funding systems all focus on distributing funding to districts based on their student 
counts. In addition, once districts receive these funds, they have great freedom on how to expend these funds.

Expenditure Mandates
While student-based funding systems provide districts with greater flexibility over how to expend funds, states may still 
issue mandates for districts. Some states that utilize student-based funding systems have mandates on maximum class 
sizes, other states have teacher salary schedules in place, and a handful of states have capped the amount that districts 
can expend on administrative costs. State policymakers determine the amount of expenditure mandates that a state puts 
on school districts. However, if a state adopted a student-based funding system and issued a large amount of expenditure 

mandates, then it could have the reverse outcome meant for this type of funding formula. 

Student-Based Funding Compared to Delaware’s Current System
The following table provides a brief summary of the differences between Delaware’s current funding system and a student-
based funding system.

Delaware’s Current Formula Student-Based Funding Formula
Funding Drivers Student counts Student counts

State’s role in funding 
decisions

High: The state determines the number 
of positions (teachers and other staff) 
to fund in each district, along with 
providing additional funding for other 
education expenses.

Low: The state provides a funding amount 
per student to districts. States tend to 
have some mandates on how funds 
can/cannot be expended. However, the 
majority of spending decisions rest with 
districts.

Adaptability to new 
education programs, 
such as dual enrollment 
or online learning

Limited: Districts have a limited ability 
to use funds from specific education 
positions for other education 
programs.

High: Student-based funding systems can 
easily adapt to new ways of delivering 
education programs as funding districts 
have greater flexibility on how they 
expend their funding.

Ability to fund charter 
schools

Limited: Most states that make use 
of a position allocation system tend 
to fund their charter schools with a 
separate funding formula. This can 
create problems when states fund 
traditional schools differently than 
charter schools.

High: Most states that utilize a student-
based funding system use the same 
formula to distribute funds to traditional 
and charter schools.

Transitioning to a Student-Based Funding System
Before attempting to change Delaware’s school funding system, there are some important questions that policymakers 
may want to consider asking, these include:

http://www.ecs.org/clearinghouse/85/21/8521.pdf
http://www.ecs.org/clearinghouse/85/21/8521.pdf
http://www.ecs.org/ec-content/uploads/State-Teacher-Salary-Schedules-1.pdf
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1. Will additional funding be available for the transition? Additional state funding could ease the transition from one 
funding formula to the next. New funding can help to ensure that every school district remains exempt from budget 
cuts under the new formula. If no new funding exists, states should make districts aware of this early on. 

2. Will the new funding system begin immediately or will it be phased in over time? If no new education funding exists 
and the state has fully implemented the new formula in the next school year, then it is likely unavoidable that some 
districts will lose funding. To overcome the lack of new funding, several states, such as Pennsylvania and Rhode Island, 
have phased in their new funding formula over time. In the case of Rhode Island, the state slowly phased in their new 
formula over a 10-year period. This phase in helps to ensure that no district will see a reduction in total state funding 
from one year to the next.

3. What school funding elements will be excluded from the discussion of a new formula? It is important that from 
the very beginning, the state determine what elements it will and will not include in the state’s new funding formula. 
Most states exclude such programs as capital funding, transportation and food services from any new school funding 
formula. States often exclude these items because they fund them in a different manner than traditional operational 
educational costs.

4. What school funding elements must the new formula include? Just as the state has to determine what elements 
it will exclude from the new formula, it also needs to determine what elements it must include in a formula for it to 
move forward. Some states have determined that a new formula must have certain elements, such as small-school or 
regional-cost adjustments or funding for certain student groups before they would allow it to move forward.

5. Can the state modify the current funding system to meet its needs or will the state need to create a whole new 
formula? In some cases, it is possible to improve the way that a state distributes funds to districts by modifying the 
state’s current funding formula. Modifying the state’s current formula saves time as the state does not have to build 
an entirely new funding formula. Nevada recently wanted to change the way that it distributes funding to schools to 
include additional funding for at-risk and ELL students. The state accomplished this by modifying its current formula – 
saving the state a great deal of time.

The Process of Changing a State’s School Funding System
I have found that states have the highest change of successfully adopting a new funding system when using the following 
approach:

1. Determine your state’s educational goals.
2. Determine why your state’s current funding system may not be achieving your educational goals.
3. Gain input through stakeholder engagement on how a new funding system may help your state achieve its educational 

goals: This input can come from experts in the field, members of the education community and even members of the 
general public. 

4. Design a new funding system based on your state’s goals and the input received: This may require reaching out to a 
consultant with expertise in the field (see below).

5. After developing a new formula, release it to the public and solicit additional input: While the most important input 
will come from members of the education community, your state can also gain insight from others in the state, including 
parents and members of the business community.

6. Turn your state’s new recommended funding system into legislation: A consultant or the state’s legislative staff can 
complete this work.

7. Gain public support for your proposed legislation: In some cases, this means going around the state to gain support 
from voters themselves. However, in most cases, it means working with policymakers to gain their support.
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Additional Expertise
Most states that changed their school funding systems have utilized outside school funding experts. In some cases - such 
as in Wyoming - the state worked with school funding experts during the entire process of changing its school funding 
system. However, it is more common that states only bring in consultants to help to develop a new school funding formula 
(Step #4 above). States often bring in outside experts to assist in the development, as they have an expertise in developing 
school funding formulas and they offer ideologically neutral guidance.  An effective consultant will not lobby for one area 
of the state or one type of school district, but will assist in developing the best formula for all students in the state.

Estimating a Timeline 
Often, states ask, “How long will it take for us to adopt a new school funding system?”. The answer depends on several key 
factors. Issues that could slow down – or speed up - the adoption of a new formula include:

 J Funding: As mentioned earlier, if the state has additional money available, states can use it to help to ensure that no 
district will lose funding with the adoption of a new formula. 

 J Consensus on a need for change: If the state has not yet reached consensus on the need to change the state’s funding 
formula, than the state will need additional time to build that consensus. 

 J Adopting a whole new formula verses revising the current formula: If the state simply wants to revise the current 
formula, that takes significantly less time than creating a new formula.

How Long Could It Take Delaware?
My understanding is that Delaware will not have new education funding in the near future. There is a general consensus 
that the state needs to change/update its school funding formula. If the state wants to move to a student-based funding 
formula, then it would not be possible to adjust the current formula and the state would have to adopt an entirely new 
formula. Considering all these factors, an estimated timeline for the adoption of a new formula in Delaware (based on the 
seven steps to developing a school funding formula listed above) follows.

 J Steps 1-3: Delaware could come to a consensus fairly quickly about its educational goals and what type of formula it 
would take to achieve those goals (estimated time: two-three months).

 J Step 4: It will take state experts or hired consultants some time to create the framework for a new funding formula for 
the state (six months).

 J Steps 5-6: Once the state completes the framework for the new funding formula, it will take some time to receive public 
input, incorporate that input and then turn it into legislation (two-three months).

 J Step 7: Hopefully, gaining public support will not take long due to the fact that the state sought out public input during 
the entire process (one month).

Under this estimated timeline, it would take approximately one year from the beginning of the process until the final 
adoption of a new funding formula in Delaware. There could be a great deal of variance to this timeline based on a number 
of factors – but hopefully this provides a general understanding of how long this could take.


