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or more than a decade, educa
tion reformers have admired 
the achievements of the Ed
monton Public Schools in 
Canada, and school districts 

across the United States have attempted 
to replicate Edmonton's success with 
school-site decision making. However, 
most districts have stopped short of im
plementing one policy that is central to 
Edmonton's success: a radical new 
method of allocating resources to 
schools. 

Under the leadership of Superintend
ents Mike Strembitsky, Emery Dosdall 
and now Angus McBeath, Edmonton 
has pioneered a program called Weight
ed Student Formula, in which each stu
dent receives an allocation-weighted 
according to his or her specific needs
that follows the student all the way to 
the school. Families are free to choose 
any public school, and principals have a 
great deal of discretion over their school 
budget, which is an aggregation of all 
the individual student allocations. 

The advantages of such a system are 
numerous. First, financial equity is virtu
ally guaranteed, since every student car
ries funding appropriate to his or her 
level of need, and those resources move 
to the child's school. Second, with bud
get control held locally, principals can 
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The political viabil.ity, 
equity and workability 
of weighted funding 

formulas 

tailor the school's services to meet the 
needs of local families. Finally, district 
leaders can focus on hiring and support
ing principals who understand the link 
between spending decisions and instruc
tionalleadership. 

Following Edmonton's lead, several 
districts in the United States have 
launched their own versions of weighted 
student formulas, or WSF: Houston, 
Seattle, Washington, D.C., and Cincin
nati already have implemented the pro
gram, while San Francisco has launched 
a more limited version (see related arti
cle, page 14). Supported by grants from 
the National Science Foundation, the 
John M. Olin Foundation, Peter Bing, 
the Frank and Kathrine Baxter Family 
Foundation and the Thomas B. Ford
ham Foundation, our research team 
spent much of 2001-02 analyzing and 
comparing the WSF systems implement

ed in three cities: Edmonton, Seattle 
and Houston. 

As a result, we have identified a 
dozen of the best practices that school 
districts have used to successfully imple
ment WSF. We hope school system 
leaders will be able to use these lessons 
to design weighted student formulas that 
are politically viable, financially equi
table and managerially workable. 

Revolutionary Funding 
By distributing dollars using such formu
las, Edmonton, Seattle and Houston 
have taken a radical step away from the 
typical enrollment-driven allocation 
policies used in most large, urban school 
districts. Our study also included the 
three largest school districts in North 
America: New York, Los Angeles and 
Chicago. Despite repeated attempts at 
decentralization, these large districts 
still use strict enrollment formulas to 
dictate what resources a given school 
will receive. 

In Los Angeles, for example, a middle 
school in 2001-02 received one teacher 
per 39.25 students, plus $24 per student 
in materials and supply money. Ratios 
like these drive the allocation of almost 
every type of operating expenditure, in
cluding administrator positions, coun
selor and nurse time and textbooks. In 



these systems of enrollment ratio formu
las, principals and teachers have little 
control over the school's staffing, sched
ule or educational program. 

Our team conducted interviews with 
185 principals in the six public districts 
and found, on average, that principals in 
the WSF districts have discretion over 
77 percenr of their school budgets. By 
contrast, principals in New York and Los 
Angeles report discretion over only 6 
percent of their budgets. In Edmonton, 
we found principals have control over 
an astounding 92 percent of their bud
gets. We also perceived that the morale 
of principals was linked to their percep
tion of flexibility and adaptability, with 
WSF principals appearing to have much 
higher levels of job satisfaction. 

Weighted student formulas also are 
fundamentally different than-and we 
believe superior to-proposed allocation 
systems that would provide financial re
wards to schools that show performance 
gains. Pay-for-performance schemes 
make local educators accountable to 
politicians, who determine how perform
ance is measured. 

In contrast, when combined with 
public school choice, WSF makes 
schools accountable to parents, who de
cide which school their child will at 
tend, thereby determining where the ed
ucation dollars will flow. Local 
educators then are empowered to meet 
the needs of the families they serve. 

How II Works 
While specific policies vary from district 
to district, WSF systems share the fol
lowing key characteristics: 

• Dollars follow students all the way to 
the schoo!. 

By creating a base allocation that fol
lows each student to his or her school, 
WSF guarantees financial equity among 
schools within a district. In our three 
districts, the base allocation per student 
ranged from $2,506 in Houston to 
$3,712 (Canadian) in Edmonton. 

• Each student allocation is weighted, 
:j based on the child's needs. 
i;:i' 
;; Students with special needs-English 
~ learners, special education students or 

even students from impoverished fami'"' 
~ lies-carry a weighted supplemental al
~.. location that allows schools to provide 
,.,

~ '"
§	 

the extra services necessary to serve 
these children. This system of weights~
 

~ also ensures that schools have an incen

;! 
i:; 

tive to recruit students with special 
@ needs. 
~ In Seattle, the following types of stu
~ dents qualify for a supplemental alloca

tion: (a) limited English proficient (27 
percent of the base allocation), (b) spe
cial education (95 to 776 percent), and 
(c) low-income (10 percent). Theoreti 
cally, a student who falls in all of these 
categories could receive an allocation of 

as much as 9.6 times the value of the 
base allocation ($2,607), meaning that a 
school could receive more than $24,000 
for the education of one student. (For a 
full comparison of weightings, see 
Guideline 5 on page 13.) 

• Families choose the school that is right 
for their children. 

Public school choice empowers par-

school, ensuring they have access to the 
resources and services appropriate to 
their level of need. 

• Local educators enjoy significant bud
getary discretion. 

In a WSF system, principals have 
much more responsibility for the educa
tional program and for the operation of 
the school. For example, in Houston, 
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ents to choose the school that will best 
meet their children's needs, giving 
schools a powerful incentive to meet the 
needs of local families. When a child 
switches schools, the fully-weighted al
location follows him or her to the new 

"We also perceived that the morale of principals was linked 
to their perception of flexibility and adaptability ..." 

.--III 



the superintendent waived all district 
mandates, requiring principals only 
to operate their schools in accord
ance with state law. These 
district policies create 
tremendous flexibility for 
principals and teachers, 
even if state laws and 
union contracts re
main unchanged. 

In WSF districts,
 
principals have the
 
ability to change stu

dent-teacher ratios,
 
and schools are al 

lowed to purchase
 
products or services
 
from outside vendors
 
instead of relying sole

lyon the school dis

trict's central office.
 

District Role 
Despite a radical decentral
ization of daily decision mak
ing, a superintendent in a district 
using a weighted student formula re
mains accountable for student achieve
ment and financial performance. Using 
three key levers, a superintendent and 
senior staff can still exert a tremendous 
amount of control over the system's be
havior. 

First, in a WSF system, a superintend
ent's main priority is the hiring of prin
cipals. Not all educators will be capable 
of seeing the link between spending de
cisions and student achievement. Not 
all principals will possess the managerial 
skills necessary to thrive in a market-like 
environment in which resources, discre
tion and accountability are school
based. Those who can learn must be 
trained. Those few who cannot learn 
must be moved out of principal posi
tions. By making good personnel deci
sions, a WSF district can ensure that 
school-level authority is not abused. 

The second major role for the super
intendent is the oversight of schools. By 
implementing financial systems that are 
transparent and easy-to-use, the central 
office ensures not only that principals 
can track their budgets and expenses but 
also that the superintendent can moni
tor schools' spending patterns. Effective 
oversight is essential if system leaders are 
to have confidence in school-site deci
sion making. 

Finally the central office should be 
redesigned as a service organization. Be
cause schools have the ability to pur
chase from external vendors, central-of
fice units will need to learn to price their 
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services competitively and adjust their 
mix of services to best meet the needs of 
schools in the field. 

12 Guidelines 
As a district moves toward a weighted 
student formula, school executives also 
will be asked to provide informed advice 
to policymakers. Specifically, policy
makers need assistance in setting the key 
financial variables of WSF: amount of 
total budget in the WSF pot, level of 
base allocation, weightings and so forth. 
In addition, policymakers may require 
help in analyzing how specific policy de
cisions will affect the incentives of local 
educators and the performance of their 
schools. 

Based on the experiences of Edmon
ton, Seattle and Houston, we have com
piled the follOWing 12 guidelines for im
plementing WSF successfully: 

No.1: Distribute close to 100 per
cent of the operating budget to schools 
via the weighted student formula. 

For principals and teachers to feel ful
ly empowered, they need access to ade
quate resources. Thus the district should 
distribute as much of its operating bud
get as possible via the WSF. Of the three 
districts we studied, Edmonton distrib
utes the highest percentage of total dis
trict funds to principals via its weighted 
formula-more than 73 percent-with 

the remaining expenditures devoted 
to a variety of school programs and 

cen tral-office departmen ts. 
Seattle and Houston each 

distribute less than 55 per
cent of the total district 
budget to principals via 
WSF. When principals 
are forced to pay 
for the instructional 
program (includ ing 
teacher salaries) out 
of a school budget 
tha t accoun ts for 
less than 55 percent 
of the educational 
funds alloca ted to 
their students, bud

getary flexibility is 
greatly constrained. 

In an ideal world, a 
district would distribute 

90 to 95 percent of funds 
through the WSF, with the 

remainder reserved for district 
governance, administration and 

state compliance. The closer a dis
trict comes to this goal, the more suc
cessful the WSF program will be. 

No.2: Allow parents to choose the 
public school that best fits their needs. 

Public school choice complements a 
weighted system by creating a financial 
incentive for schools to improve their 
educational programs, thereby attract
ing more students (and more dollars). 
Importantly, weightings ensure that 
schools have an incentive to recruit and 
serve students with special needs, limit
ed English proficiency and other diffi
culties. 

All three WSF districts have some 
form of public school choice, giving 
each system some market-like character
istics. Edmonton's system is particularly 
effective, allOWing students to apply di
rectly to any school in the system. A sys
tem like Houston's-in which families 
must apply to the central office for trans
fers-is less desirable since parents must 
justify their preferences to the district, 
thereby inhibiting full choice. 

No.3: Phase in the financial impact 
of WSF over two to three years. 

While a district may be tempted to 
implement a pilot program for a small 
group of schools, this approach is likely 
to create conflict between schools be
cause some schools will see declines in 
funding as a result of the change to the 
formula. These are schools that have 
been historically overfunded on a per
pupil basis, usually schools with special 
magnet programs, small schools or those 



with more senior teaching staff. 
In Houston, the financial impact was 

phased in for all schools over two years, 
giving principals time to prepare for 
budgetary and managerial changes while 
getting all schools on the new system 
quickly. 

No.4: Minimize subsidies for small 
schools. 

Initially, all three of our WSF districts 
implemented supplemental funding 
mechanisms that protect small schools, 
which often see their budgets decline un
der WSF. In Edmonton, schools are giv
en an extra allocation when their enroll
ment is below 350. In Seattle, all schools 
are given a "foundation allocation" of 
$194,000 (for elementary schools) to 
$529,000 (for high schools). 

However, these adjustments are fun
damentally inequitable because, by defi
nition, they result in the underfunding 
of students who attend larger schools. In 
effect, these districts are robbing Peter 
(students at large schools) to pay Paul 
(students at small schools). Politically, 
though, it may be necessary for WSF dis
tricts to provide temporary subsidies to 
smaller schools to ease them through the 
transition. Houston initially subsidized 
small schools but has since abolished 
these subsidies, improving the equity of 
the WSF system. 

No.5: If possible, phase in the use 
of actual teacher salaries over 5 to 10 
years. 

All three WSF districts charge each 
school not for the actual salary of each 
teacher, but instead for "average teacher 
salaries." This means that, for the sake of 
school budgets, differences in teacher 
salaries are ignored. Thus a first-year 
teacher costs the school the same as a 
30-year veteran on paper. This account
ing distorts the incentives of principals, 
making them less inclined to hire a 
younger teacher when they can get a 
more costly one for the same average 
salary. 

Houston has devised a 10-year plan, 
currently postponed, that will gradually 
introduce the use of actual teacher 
salaries. We believe this extended tran
sition is warranted since principals can

0< not immediately change the make-up of 
co their teaching staff. Schools need an ex
:;< tended period of time to address the 

~ '" complex financial consequences of their 
~ 

hiring decisions. Because it has the po
:>: 
2 tential to influence the job market for 
'" 0 

teachers, the shift to actual salaries may 
generate scrutiny in some districts. But 

§ 
0 

to derive the full benefits of WSF, 
~ schools need to be accountable for the 

Timothy DeRoche 

financial impact of their hiring deci
sions. 

In Boston, the district has imple
mented a system of per-pupil budgeting 
for 15 pilot schools, including the 
Boston Community Leadership Acade
my. Because the school is charged for ac
tual teacher salaries, BCLA has been 
able to reduce the average class size to 
approximately 20 students by hiring a 
large number of dedicated young teach
ers to work under the guidance of a core 
group of veteran teachers. 

No.6: Establish an inclusive 
process for making weighting deci
sions. 

In all three WSF districts, a formal 
committee of principals makes decisions 
about the weights with input from 
school business officials, educational ex
perts and policymakers. Weighting deci
sions should be driven by the education
al needs of different types of students, 
and school leaders will increasingly play 
a key role in providing information 
about the relative cost (and effective
ness) of different educational programs. 

Whatever the process, it is vitally im
portant that principals, district adminis
trators, parents and teachers all accept 
the weights as valid. The table below 
shows the different weightings used by 
Edmonton, Seattle and Houston in 
2001-02. 

No.7: Base funding on a combina
tion of enrollment and attendance. 

If a school's funding is based purely 
on enrollment, then schools have a per
verse incentive to overlook or even en
courage absenteeism since they will re
ceive dollars for children who are not in 
the school. On the other hand, a fund
ing formula based solely on average daily 
attendance will be regressive, punishing 
schools that serve at-risk students (who 
are typically absent more often). 

Therefore a district's funding mecha
nism should be based on a mix of enroll
ment and attendance. In Houston, 
schools receive funds based on 75-25 
mix of enrollment and attendance. This 
ensures that principals have a financial 
incentive to improve attendance, while 
protecting those schools that serve at
risk students. Edmonton uses a special 
system for high schools. Schools receive 
funding based on the number of courses 
successfully completed by their stu
dents, with some compensation for 
schools that teach lower-income stu
dents. 

No.8: Carefully evaluate grade-level 
differences in funding levels. 

For reasons that are unclear, all three 
WSF districts in our study seem to un
derfund secondary schools relative to 
historical levels. In Houston, all general 
education students receive the same 
base allocation regardless of grade level, 
while Seattle's mechanism gives sec
ondary students only 89 percent of the 
base allocation for elementary students. 
Edmonton uses a complex formula to 
fund high schools, but the overall effect 

continued on page 15 
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continued from page 13 

is similar. Cincinnati, another district 
that has recently implemented weighted 
funding, has taken a hybrid approach, 
funding grades K-3 and 9-12 at higher 
rates than the middle grades. 

Historically, secondary schools have 
received up to 25 percent more funds per 
student, presumably because they must 
provide specialized courses, programs 
and facilities such as science labs and 
workshops. However, high schools also 

. have larger class sizes, implying the need 
for lower per-pupil funding levels. For 
this reason, we believe that more re
search is needed to determine the rela
tive financial needs of different grade 
levels. 

No.9: Give schools information on 
expenditures as soon and often as pos
sible. 

To make responsible spending deci
sions, principals need easy access to 
timely financial information. District 
data systems should be transparent, ac
curate and up-to-date. 

With more than 20 years of WSF ex
perience, Edmonton has done the most 
in this area. Each school has one staff 
member-usually the school secretary
trained on the district's web-based infor
mation systems. Via this Web system, 
principals have immediate access to 
their prior month's spending and atten
dance data, allowing them to track ex
penditures against budgets and make 
necessary adjustments in staffing, pro
grams and spending. 

No. 10: Make it easy for schools to 
purchase from outside vendors. 

Schools in a WSF system are often al
lowed to purchase products and services 
from outside vendors. Central-office 
units compete for the schools' business 
and therefore are pushing themselves to 
improve services. In 2000-01, Edmon
ton schools spent more than $8.2 mil
lion-or 2 percent of their total bud
get-on external service providers. 

Furthermore, Edmonton makes it 
easy for principals to purchase from ex
ternal vendors. Credit cards allow 
schools to make instantaneous spending 
decisions, and schools can spend up to 
$3,000 per month without generating a 
purchase order through the central of
fice. To protect against abuse, however, 
the financial system allows district lead
ers to review such school spending on a 
monthly basis. 

No. 11: Provide appropriate train
ing for principals and support staff. 

To operate in a world of managerial 
discretion, new principals need more 
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training in budgeting, information tech
nology, decision making and manage
ment. Houston and Edmonton have im
plemented particularly rigorous training 
programs for new principals. 

Under WSF, the business and book
keeping functions of a school are greatly 
simplified compared to traditional 
schools, which are allocated resources 
based on complicated enrollment for
mulas. Complex financial requests and 
administrative rules are largely eliminat
ed, and with them go the corresponding 
administrative tasks in the school. In 
Edmonton, the bookkeeping function is 
typically delegated to the school secre
tary. In a large school, the principal 
might assign budgetary responsibilities 
to an assistant principal or a comp-time 
teacher. 

No. 12: Share information on 
school performance with educators and 
parents. 

For WSF to work effectively, every
one should have access to available data 
on student outcomes: test scores, absen
teeism, graduation rates and so forth. Ed
monton, Seattle and Houston all issue 
some form of school report card that de
tails the school's performance and, theo-

Bruce Cooper 

retically, helps parents to choose the 
school that is right for their children. 

Non. WSF districts also have made 
strides in this area. New York City pro
vides clear school report cards, and Los 
Angeles Unified makes much school da
ta available to the public via its website. 

Ideally, test scores should be reported 
on a value-added basis, showing average 
gain score between the beginning and 
the end of the school year. This ap

proach is used by the nationally ac
claimed Wesley School in Houston, 
which serves mainly disadvantaged 
African-American children and boasts 
test scores in the top 10 percent of Hous
ton's schools. 

Second Generation 
By adhering to these guidelines for im
plementing a weighted student formula, 
school leaders can provide informed ad
vice to policymakers, ensuring that dol
lars follow students all the way down to 
the school. Drawing on lessons from Ed· 
monton, Seattle and Houston, we hope 
other school systems will implement a 
second generation of weighted funding 
policies that will be even more effective 
than the first. • 

Tim DeRoche, on independent consultant ond 
educational TV producer, can be reached at 1624 
Silverwood Terrace, Los Angeles, CA 90026. 
E-mail: timderoche@yahoo.com. Bruce Cooper 
is a professor and chair of the Division of Educa
tional Leadership, Administration and Policy at 
the Fordham University Graduate School of 
Education. William Ouchi is the Sanford and Betty 
Sigoloff professor in corporate renewal at the 
Anderson School of Management at UCLA. 

For complete conference information, visit www.BattelleforKids.com or call (614)469-5966. 
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