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The United States has a long history of trying 

to improve the achievement and skills of its 

students, particularly disadvantaged students. 

Beginning with the War on Poverty that com-

menced in the 1960s, the United States has significantly 

expanded funding of students, led by states and localities. 

But does increasing school funding improve student out-

comes? We assembled and compared historical and modern 

research in an attempt to answer this question.

Historical research showed limited relationships between 

standard measures of school resources and student outcomes. 

It was, however, rightfully questioned because of concerns 

about the quality of many studies and thus the accuracy of the 

results. Nevertheless, some research introduced credible evi-

dence about the varied effects of increased funding and raised 

questions about the overall inefficiency of resource decisions.

Modern, improved research techniques have deeply 

penetrated recent analysis of educational resources and 

outcomes. These explorations exploit variation in resources 

from a variety of sources to consider how funding of 

schools impacts student outcomes as measured by test 

scores, test passing rates, or continuation in schooling. We 

have attempted to compile the results of all high-quality 

analyses that provide direct evidence of the impact of added 

resources. This search included both published and unpub-

lished studies and analyses from around the world, although 

our main emphasis was studies of U.S. schools.

It is difficult to make direct comparisons of the results 

across all the studies, but the analyses of test scores—argu-

ably the most important of the measures—can be most 

readily compared. The impact on test scores is usually 

measured in terms of the average change in individual 

student standard deviations after a 10 percent increase 

in spending. The 16 studies connecting spending and test 

scores in the United States have a median effect size of 

0.07 standard deviations per 10 percent increase in fund-

ing (where a positive standard deviation [SD] means 

improved test scores), but the study estimates range from 
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−0.244 SD to +0.543. Seven of these studies suggest an effect 

indistinguishable from zero. Part of the variation in estimat-

ed impact simply reflects the imprecision in estimating the 

role of funding, but half the variation comes from fundamen-

tal differences in impact across studies.

The wide variation in underlying effects can largely be 

attributed to the very different settings in which spending 

takes place. They range from dramatic changes of a state’s 

funding formula to recession-induced spending reductions 

to legislative responses to legal judgments across multiple 

states to differences in federal compensatory aid for disad-

vantaged students. Thus, each estimated spending impact 

applies to specific circumstances. For example, knowledge 

of the effect of added funds on the achievement of disad-

vantaged students through the federal Title I program does 

not necessarily provide information about spending choices 

if schools were to receive unrestricted funding. Also, the 

median estimated impact of increased funding on test scores 

masks substantial differences between age cohorts and 

subjects. For example, the median test-score impact from the 

16 spending studies is less than the impact of unrestricted 

funding increases for math in early grades but significantly 

exceeds that for all reading performance measures and for 

math at age 17.

The spending impact on school attainment level is harder 

to interpret because attainment ignores quality differences 

between schools and is dramatically affected by individual 

responses to differences in the costs and benefits of further 

schooling. This research more consistently finds positive 

impacts of spending, but again, these estimated impacts 

vary widely across studies and are difficult to reconcile with 

the historical data. Almost 80 percent of the variation in 

estimated impacts comes from fundamental differences in the 

effectiveness of spending in different study circumstances. 

The learning losses during the pandemic make interpreta-

tions of these changes particularly challenging because they 

reveal the significant differences in achievement associated 

with differences in school attainment.

Modern studies that research the impact of capital 

investments, class size reduction, and teacher incentives 

on student outcomes similarly reveal substantial differences 

between settings. As with the simple spending impact 

studies, these studies produce a range of estimates—many 

of which are very imprecisely estimated—but there is no 

clear answer for when (or if) instituting such policies will 

improve student outcomes.

This new evidence on spending impacts, like the historical 

evidence, does not indicate that spending does not matter. It 

also does not indicate that spending cannot matter. It does 

indicate that simply adding more resources without address-

ing how and where the resources will be used provides little 

assurance that student achievement will improve. Little 

progress has been made investigating the results to uncover 

when more spending will have significant impacts and when 

it will not.
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