POLICY BRIEF

THE MISSOURI K-12
FOUNDATION FORMULA

EXECUTIVE SUMMARY
The Missouri legislature designed the K-12 funding formula to ensure every school district in the
state receives a basic funding amount necessary to provide an adequate education to each student.
To calculate this formula, analysts start with expenditure data from the state’s top performing
school districts and use it to establish a base-funding amount. This ensures that all districts receive
a level of funding on par with the stronger districts. The base-funding amount is multiplied by an
adjusted student attendance figure. After regional cost of living variations are applied, the formula
then subtracts the local revenue allotted to each district to determine the amount of funding the
state provides to districts. The formula also contains a “hold harmless” provision, which stipulates
that no district can receive less revenue than it received in fiscal year 2006. This provision uses a
per-pupil methodology for most districts and a total dollars methodology for very small districts.
In addition to the formula, other issues like prorated payments, “Prop C” payments, and
transportation costs impact per district funding. The prorated payments occur when the formula is
underfunded (despite an appropriation of over $3 Billion), the formula is underfunded by over $610
Million in the current fiscal year. School districts receive “Prop C” payments (outside of the
formula) as well, which are derived from a 1% statewide sales tax. Missouri also assists school
districts in paying for students’ transportation costs. In fiscal year 2014, the state will distribute
$99.8 million to school districts for this purpose. State statute allows for reimbursement of up to 75
percent of a district’s transportation costs; however, this appropriation accounts for only 19 percent
of those costs.
This paper will discuss why the state moved towards an adequacy-based funding model, explain the
mathematics behind the funding calculation and the basis for each formula factor, and provide an
insight into other influences that impact state aid to local school districts.

THE FOUNDATION FORMULA
A Funding Model for K-12 Education

BACKGROUND/PHILOSOPHY

and the explicit authorization of
diﬀering tax rates and varying levies for
local school districts in Article X of the
Missouri Constitution all but ensures
an education funding system resulting
in varying per pupil expenditures
between districts. Due to these
circumstances, foregoing the concept
of equal funding in favor of attempting
to ensure that each student is given an
adequate education was viewed by the
legislature as a rational public policy
decision.

In 2005, the Missouri General
Assembly passed Senate Bill 287, a K-12
funding model that began to transition
the state away from an equalized taxrate driven formula (which provided a
certain amount of money per-student,
per-penny of tax rate) to an adequacy
driven formula (which provided a base
level of funding for each student) based
on a modified “successful schools”
model. SB 287 abandoned the concept
of equitable funding and instead
In order to institute this adequacyfocused on the principle of providing
based, “successful schools” approach,
an amount necessary to provide an
high achieving districts are identified
adequate education to each student
as “Performance Districts.” The
based on the spending practices of
formula simply states that a
successful schools. Whereas the
concept of equity centers on whether a “Performance District” is any district
that has met all performance standards
given district is receiving appropriate
for purposes of accreditation.
funding in relation to other districts,
Accreditation is based on a district’s
the concept of adequacy centers on
whether a given school district is given Missouri School Improvement Plan
appropriate funds in order to provide a score. The formula then derives
quality education to each student. The certain characteristics from these
decision to abandon the ideal of equity Performance Districts in order to
in education funding was rooted in the develop a baseline from which the core
components of the formula (i.e. the
fact that local revenue composes such
state adequacy target and the weighted
a large percentage of Missouri’s K-12
average daily attendance thresholds)
funding. The combination of
are constructed.
Missouri’s reliance on both local and
state revenues to fund K-12 Education
mowonk.com

“The concept of
adequacy
centers on
whether a given
school district is
given
appropriate
funds in order to
provide a quality
education to
each student.”
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THE EQUATION
In general terms, the formula equation
is simple:
WADA (Student Attendance) X SAT
(Target Funding Per Student) X DVM
(Localized Cost of Living adjustment)
- Local Eﬀort = State Aid.
WEIGHTED AVERAGE DAILY
ATTENDANCE
The first component of the formula
equation is Weighted Average Daily
Attendance (WADA). WADA is a
measure of the number of students a
district has in attendance (or the
number of students from the highest
of the current year or the previous two
school years). Weighting factors are
added for those students who are
generally more expensive to educate;
these factors represent a consideration
of the variations in student needs that
require additional resources. The
formula adds weighting factors for
students who qualify for free and
reduced lunch, receive special
education services, and possess limited
English language proficiency.
However, not all students possessing
these characteristics result in higher
funding amounts. Instead, the formula
only awards extra funding to school
districts with high concentrations of
students in an identified group. In
order to determine which districts
receive this extra “weighting” in their
WADA counts, the formula assigns
threshold levels based on data from
Performance Districts. Specifically,
the average percentage of the
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Performance Districts' free and
reduced price lunch, special education,
and limited English language
populations are used to create
threshold percentages. Any district
with student populations above these
threshold percentages in any of the
weighted characteristic areas are
assigned additional “weight” for the
number of students a district educates
above those threshold amounts. If a
district’s percentage of students in
each identified category is lower than

the threshold amounts, the district
receives no additional weighting for
those students.
Districts are not reimbursed for the
costs of educating student populations
below the threshold percentages
because those costs are already
accounted for in the State Adequacy
Target calculation, which assumes that
each district contains the threshold
amount of free and reduced price
lunch, special education, and limited
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English language students. The
formula’s weighting thresholds are
recalculated every two years with the
recalculation of the State Adequacy
Target.
For the 2013-2014 school year, the
threshold percentages are:

•

38.8% for free and reduced
price lunch;

•

13.2% for special education;
and

•

1.8% for limited English
language students.

For the 2014-2015 school year, the
threshold percentages will be:

•

41.0% for free and reduced
price lunch;

•

12.6% for special education;
and

•

2.1% for limited English
language students.
&
&

STATE ADEQUACY TARGET
The second component of the formula
equation is the State Adequacy Target
(SAT). The adequacy target is the perweighted average daily attendance
operating expenditures of the
Performance Districts, which include a
district’s expenditures for instruction
and support services (not including
capital costs and debt service) from
local and state (but not federal) funds.
The operating expenditures from the
third preceding school year are used in
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calculating the current year adequacy
target.
The SAT is recalculated every two
years using the most current list of
Performance Districts. If a
recalculation results in an increase in
the SAT, that increase will be phasedin over two years. By law, the SAT
cannot decrease due to any
recalculation. For the 2013-2014
school year, the SAT is calculated to be
$6,716. For the 2014-2015 school year,
the SAT is calculated to be $6,580, but
since $6,716 is the highest calculated
SAT on record, by statute, the SAT is
set to remain at $6,716. However, due
to the General Assembly’s inability to
fully fund the formula, the eﬀective
SAT has been frozen at the calculated
level of $6,131. (This reduced SAT will
be discussed further in the
“Underfunding/Proration” section.)
DOLLAR VALUE MODIFIER
The third component of the formula
equation is the Dollar Value Modifier
(DVM). The DVM is a proxy variable
for the relative purchasing power of a
dollar in a given region. The DVM
uses wage-per-job data from the
Bureau of Labor Statistics and captures
15% of the deviation from the state's
median wage-per-job.

“The formula
calculates how
much money a
district needs on
a per-pupil basis
in order to
provide an
adequate
education to its
students.”

The basis for employing the DVM is
that it costs more to pay teachers and
educate students in certain areas of the
state than others. If a school district is
located in a micropolitan or
metropolitan area, as defined by the
United Sates Oﬃce of Management
and Budget, the wages for that area are
mowonk.com
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used in the DVM calculation for that
district. If a district is not located in a
micropolitan or metropolitan area, the
formula uses the wage data from the
district’s county. The DVM can only
add funding to a district’s formula
entitlement, and cannot, by law,
decrease funding for those districts
possessing lower wage-per-job data.
LOCAL EFFORT
The fourth component of the formula
equation is Local Eﬀort. It is the only
component of the formula with a
negative funding result. Under this
component, the larger a district’s Local
Eﬀort figure, the less State Aid the
district is entitled to receive. While
the WADA, SAT, and DVM
components all combine to determine
how much money a school district
needs in order to adequately educate
their students, the Local Eﬀort
component determines how much of
that money the district can raise by
means of local property taxes. By
subtracting Local Eﬀort from a
district’s entitlement, the formula
determines how much state aid is
needed by each district in order to
accomplish the goal of adequate
funding. Put another way, the formula
calculates how much money a district
needs on a per-pupil basis in order to
provide an adequate education to its
students, and then subtracts the
district’s local money in order to
determine how much state money is
needed to accomplish this objective.
A district’s Local Eﬀort figure is the
amount of assessed valuation a district
had in school year 2004-2005. The
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formula keeps this figure constant
(except for any growth in locally
collected fines) in subsequent years.
The static nature of this figure serves
several purposes. When compared to
the concept of a continuously
recalculated Local Eﬀort figure, school
districts all benefit (under a fullyfunded formula at least) from the
stationary nature of this variable, as
local revenue growth (be it from higher
assessments, higher levies, or both) are
not discounted into the calculation of a

district’s Local Eﬀort figure. This
policy decision allows districts to
realize the benefits of local economic
growth or levy increases without
oﬀsets to their district’s formula
entitlement. While the frozen nature
of the Local Eﬀort component will,
over time, contribute to less equity
among districts, it will only bolster the
adequacy of education funding in all
districts, particularly those with
growing economies.
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Another feature of the frozen Local
Eﬀort figure is that, unlike the
previous formula (under which
districts could aﬀect their state aid
entitlement by the level at which they
set their local tax levy) districts are not
able to directly alter their state aid
entitlements by increasing their local
levy; this stabilizes potential
fluctuations in the cost of funding the
formula for the state. The formula
uses a “Performance Levy” of $3.43 per
$100 of assessed valuation (which was
derived in part from the levies of the
original Performance Districts in 2005)
and assigns that $3.43 levy to each
district’s local eﬀort calculation based
on the 2005 local assessment data,
regardless of the actual tax imposed by
a given district in 2005.
The local revenue figure used in a
district's state aid calculation is the
amount of locally generated revenue
the district would have received in
fiscal year 2005 if its operating levy was
set at $3.43. Under this arrangement,
if, in 2005, a district’s levy was higher
than $3.43 per $100, the revenue
derived from any rate over that $3.43 is
not included in a district’s Local Eﬀort
figure and is not subtracted from their
state aid calculation. If a district had a
levy lower than $3.43 in 2005, the Local
Eﬀort figure for the district is
calculated as if it was $3.43, producing
a higher Local Eﬀort figure than what
was actually received by the district
and a larger reduction to the district’s
formula entitlement. The
“Performance Levy” concept allows
districts to set their own levies, as they
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see fit, and to realize the full benefits
of local revenue growth.

OTHER CONSIDERATIONS
While the information above
summarizes the basic formula
calculation, it does not oﬀer a full
explanation of how each school district
is funded. Two additional factors, the
existence of Hold Harmless districts
and the General Assembly’s
underfunding of the formula, aﬀect
how much state money a district
receives under the formula.
HOLD HARMLESS
The formula contains a “hold
harmless” provision under which no
district can receive less revenue, on a
per-WADA basis, than the district
received in the final year (2005-2006)
of the old formula. The formula
applied the new DVM concept to the
Hold Harmless provision so that a
district’s “revenue” was weighted for
the relative purchasing power of a
dollar in the Hold Harmless
calculation, resulting in funding
increases for several urban Hold
Harmless districts. There is a separate
hold harmless provision for very small
school districts (comprised of less than
350 total students) that states that
those districts cannot receive less
revenue in total (not on a per-pupil
basis) than that district received in the
2005-2006 school year. As of October,
2013, approximately 179 of Missouri’s
520 school districts qualify as “hold
harmless.”
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“As the crafters
of the SB 287
formula never
envisioned a
severely underfunded formula,
they did not
construct a
formula that was
convenient to
under-fund.”
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Aside from the fact that all Hold
Harmless districts possessed 2006
funding levels that were higher than
their current year formula calculation,
there is no other unifying descriptor of
hold harmless districts’ characteristics.
For every wealthy suburban Hold
Harmless district located in St. Louis
County, there exists a parallel small
rural Hold Harmless district with
relatively low levels of local property
wealth. No district is innately “hold
harmless,” as each month the formula
calculates all school districts’ state aid
entitlement under both the current
year formula calculation and the 2006
formula calculation; the district
receives the greater of the two
calculations. The only accurate,
unifying characteristic of Hold
Harmless districts is that they all
received higher funding levels under a
previous formula calculation.
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year phase-in period and it did not
include a proration factor to address
under-funding during this phase-in
period. While the law did oﬀer a
manner in which to handle underfunding after the phase-in was
completed in fiscal year 2013, the
method of allowing the State Adequacy
Target to be adjusted downward in
order to accommodate available
appropriations was intended to be used
in the circumstance of nominal over or

UNDERFUNDING OF THE FORMULA/
PRORATION
Despite an appropriation of
$3,075,271,737, the formula is
underfunded by over $610 Million in
the current fiscal year. Unless the
General Assembly appropriates an
addition $556 Million to the formula
next session, the formula will again be
underfunded in fiscal year 2015. The
state's inability or unwillingness to
fully fund the K-12 formula over the
past few fiscal years has resulted in the
need for the department of elementary
and secondary education (DESE) to
prorate formula payments. However,
when the legislature crafted the
formula in 2005, it provided for a seven

under-funding, not a formula
underfunded by several hundred
million dollars as currently is the case.
Under a severely under-funded
formula, allowing the SAT to be
adjusted downward would result in
draconian cuts to dozens of heavily
formula dependent school districts
while at the same time many “Hold
Harmless” district would realize
funding increases.
Crafters of the SB 287 formula did not
construct a formula that was
mowonk.com
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convenient to under-fund. When the
governor and the legislature decided
not to fully fund the formula in the
fiscal year 2010 budget, a
corresponding alteration to the
formula statute delineating how underfunding would be distributed was not
considered. After failing to craft a
statutory solution to the problem, the
legislature abdicated the proration
decision to the executive branch. As a
result, DESE began to prorate the
formula. Beginning in fiscal year 2013,
when the oﬃcial “phase-in” period of
the formula ended, the department
announced the methodology by which
the under-funded formula would be
distributed. The department
“adjusted” the statutorily-calculated
SAT downward from the calculated
amount of $6,423 for fiscal year 2013
(and $6,716 for fiscal year 2014) and
instead held the SAT at the fiscal year
2012 level of $6,131. The department
then equally prorated the formula at
the fiscal year 2012 $6,131 SAT level
among all districts, including Hold
Harmless districts. The Department
has stated that they will maintain the
$6,131 SAT level until the formula is
funded at a level under which the SAT
may gradually be increased up to its
statutory level.
OTHER FUNDING STREAMS
Public schools receive funding from
other sources as well. Missouri school
districts receive “Prop C” revenue,
which is derived from the 1 percent
statewide sales tax enacted in 1982.
Prop C funds are distributed (separate
from the formula) to each district in
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the state on a per-WADA basis. The
Prop C distribution methodology uses
a district’s first preceding year WADA
count to allocate these funds. For
fiscal year 2013, a total amount of
$751,559,818 was distributed under the
Prop C distribution. While Prop C
uses a function of the formula (the
WADA definition) as a distribution
method, Prop C moneys are wholly
outside of the formula, meaning that
Hold Harmless status and local
property wealth (and all of the other
non-WADA components of the
formula) are not considered in the
Prop C allocation. For this reason,
Prop C revenues can truly be
considered “additional funds” for
education, rendering Prop C dissimilar
from the other dedicated revenue
streams that flow into the formula.
In fiscal year 2013, dedicated revenue
streams provided approximately $420
Million to help fund the formula,
which included:

•

$309,571,262 from Gaming;

•

$10,125,733 from the Lottery;

•

$20,417,000 from Fair Share
(Tobacco Tax); and

•

$89,373,465 from the County/
Foreign Insurance fund flowed
into the formula.

“The Department
has stated that
they will maintain
the $6,131 SAT
level until the
formula is funded
at a level under
which the SAT
may gradually be
increased up to its
statutory level.”

The practical eﬀect of these revenue
streams is that they lessen the need for
general revenue in order to fund the
formula at a given level. For instance,
if the Lottery produces an additional
$1 million for the formula next fiscal
year, the total appropriation for K-12
mowonk.com
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education will almost certainly not be
increased by $1 million; instead, the
General Assembly will, if past behavior
is the best predictor of future actions,
use that additional $1 million to spend
on other areas of the budget.
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formula’s methodology only
contemplates state and local education
funding.

Another significant revenue stream for
Missouri’s K-12 districts is the
Transportation categorical. State law
allows the General Assembly to
reimburse school districts for up to
“seventy-five percent of the allowable
costs of providing pupil transportation
services to and from school.” In the
fiscal year 2014 budget, the total
funding for the transportation
categorical was $99.8 Million. At this
$99.8 Million appropriation level, the
state will be reimbursing school
districts for approximately 19% of
their allowable transportation
expenses, far less than the 75%
maximum transportation
reimbursement contemplated by
statute.
One source of education revenue that
the the formula does not consider is
funding from the Federal Government.
The formula does not consider federal
funds in any manner, and does not
distribute any federal funding. The
most recent data (from fiscal year 2013)
show that 10.13% of Missouri’s
education spending was derived from
federal sources. The formula does not
consider any federal funds in its
“Successful Schools” approach since
the state has no control over how
much federal money is allocated to the
state and the manner in which that
funding is distributed to the various
school districts; for this reason the
mowonk.com
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