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Special Education

States utilize diverse mechanisms to distribute funding to meet the needs of students identified as needing special education services. Because needs and programs vary significantly, states often employ multiple approaches simultaneously. The most common approach is weighted funding, where states apply multipliers to a base per-pupil amount, with some systems using multiple weights to attempt to approximate the varied costs of serving students based on their disability type, severity, or program placement. Some other states use a single flat weight for all students with an Individualized Education Program (IEP). Census-based funding allocates aid based on a district’s total student enrollment, assuming that all districts serve similar proportions of special education (SPED). Still others use reimbursement models that provide districts a percentage of their actual expenditures, while resource-allocation models fund specific staff positions based on established student-to-teacher ratios. Lastly, supplemental high-cost funding helps districts offset the extraordinary expenses of serving students with the most complex needs.

What the Research Says
Research highlights how different special education funding structures and policy constraints directly influence student outcomes and identification patterns.

1. Impact of Enrollment Restrictions: Research into a Texas policy that capped special education enrollment at 8.5% found that losing access to services caused severe declines in long-run educational attainment. Students on the margin who were removed from special education experienced a 51.9 percentage point decrease in high school completion and a 37.9 percentage point decrease in college enrollment, with the largest harms concentrated among low-income students, students of color, and those in fiscally constrained districts (Ballis & Heath, 2021).
2. Disproportionate Fiscal Burden: Analysis of Michigan’s funding system revealed that the state’s special education finance system places a disproportionate burden on low-wealth districts, which serve more students with disabilities but have fewer state and local resources to fund required services. As a result, these districts must divert larger shares of unrestricted general education funds to special education, deepening fiscal inequities across districts (Conlin & Jalilevand, 2018).
3. Rigid Caps, Unequal Impact: Research finds that North Carolina’s flat grant funding mechanism and arbitrary enrollment cap fail to account for actual student needs and drive systemic fiscal inequities between districts. Consequently, many districts must divert unrestricted local funding intended for all students to meet mandatory special education costs, resulting in a process of fiscal "encroachment" that is most severe for districts serving high-need students (Needham, 2023).

Recommendations for How to Fund Special Education
The research consensus indicates that state funding should support appropriate, needs-based identification with weighted formulas that account for disability severity and district fiscal capacity as the most equitable and effective approach.

1. Utilize Multiple Student Weights: States should adopt funding formulas with multiple weights to better differentiate funding levels according to the actual intensity of services and student needs. This ensures that resources are allocated more precisely than flat grants or single-weight systems, which fail to account for the vast differences in costs between mild and severe disabilities (Duncomb, 2025; Kolbe, 2021).
2. Establish Robust High-Cost Supplemental Funds: To prevent disproportionate financial pressure on small or lower-wealth districts, states should provide additional funding for students whose needs exceed a specific dollar threshold. These "risk pools" help mitigate the financial impact of low-incidence, high-cost placements that primary formulas often fail to cover (Kolbe, 2019, 2021).  
3. Equalize Funding Based on Local Wealth: State special education aid should be adjusted for local tax capacity to ensure that low-wealth districts are not unfairly burdened by the "excess costs" of special education.  Without explicit equalization, SPED funding remains dependent on local property wealth, which reinforces systemic resource disparities between high and low wealth communities (Conlin & Jalilevand, 2018; Kolbe, 2021).

Conclusion
Effective special education funding should move beyond simple per-pupil grants to more sophisticated, cost-based models that account for varying student needs and local district wealth. Aligning fiscal incentives with long-term student attainment is essential to ensuring that all students with disabilities receive the free and appropriate public education guaranteed by law.
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