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Capital Investments

Public school construction and renovation in the United States are financed predominantly at the local level, with school districts responsible for approximately 80% of capital expenditures (Filardo, 2025). This funding is most commonly raised through local general obligation bonds, which require voter approval in most states and are repaid through local property tax increases. Consequently, the ability to fund school construction depends substantially on local property wealth, creating a landscape where the wealthiest districts can raise up to 420% more revenue per pupil than the poorest (Brunner et al., 2023). State participation in school construction funding varies drastically: some states provide significant direct aid or technical support, while others have not maintained active state aid programs for extended periods. States sometimes provide matching grants to districts who have already passed local levies, grants for construction and maintenance based on wealth formulas, or direct state appropriations. In all, twenty-eight states now include an equity component in their aid programs to prioritize low-wealth districts, but the size and proportion of state funding for facilities varies substantially (Education Commission of the States, 2023).

What the Research Says
Earlier research on the relationship between school facilities and achievement produced mixed results, but a growing body of evidence suggests that capital investments significantly improve student outcomes, with effects often emerging five to six years after funding as projects are completed. Research consistently finds that low-income students and students of color benefit the most from school facility investments because they are more likely to attend schools with aging buildings and deferred maintenance.

1. Lower Adult Arrest Rates: Students exposed to higher school funding in elementary school, including operating funding increases and capital investments, were significantly less likely to be arrested as adults. In Michigan, a 10% increase in K–3 operating funds reduced adult arrests by 15%, while capital bond passage reduced adult arrests by 20% and lowered chronic absenteeism in middle school by 25% (Baron et al., 2024).
2. Ventilation Improves Achievement: Investments in core infrastructure, especially ventilation and air quality improvements, produce the largest gains in student test scores, with especially large benefits for students in low-wealth districts (Biasi et al., 2025).
3. Reduced Overcrowding Improves Test Scores and Attendance: Between 2002 and 2017, Los Angeles launched a $10 billion school construction campaign that built 114 new campuses, eliminated overcrowding, and improved student outcomes. Test scores increased, particularly among students with lower prior achievement, and student engagement rose, with students attending an average of six additional days of school per year (Lafortune & Schönholzer, 2022).

Recommendations for How to Invest in School Infrastructure 
To ensure equitable and efficient investment, states should shift from a property-wealth-dependent model toward a centralized, needs-based support system. 

1. Implement a Sliding Scale for State Aid: States should replace "first-come, first-served" allocations with a sliding scale for matching grants, where districts with lower property wealth receive a higher percentage of state support (Lafortune & Gao, 2022).
2. Establish State Credit Enhancement: States should implement credit enhancement mechanisms to lower borrowing costs for school districts with low underlying credit ratings. By providing a pledge to intercept state aid or act as a backup payer in the rare event of a default, states enable high-poverty districts to secure an enhanced credit rating benchmarked to the state’s own high rating. This allows low-income communities to borrow millions more for essential infrastructure at lower interest rates, with virtually no direct expenditure or measurable financial risk to the state budget (Yang, 2022).
3. Standardize Facility Condition Data: States should mandate periodic, standardized assessments of all school buildings to create a transparent inventory of facility age and condition, allowing funding to be targeted to facilities with the greatest maintenance needs. 

Conclusion
The current reliance on local bond markets creates a regressive system where the students who would benefit most from improved facilities are the least likely to receive them. By transitioning to equitable state matching programs and prioritizing essential infrastructure, states can better align school construction investments with improved academic outcomes and long-term social welfare.
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