Recessionary School Funding in
Missouri; Lessons from the Great
Recession

In the spring of 2020, the COVID-19 pandemic caused dramatic shifts in
everyday life, including a shutdown of schools, businesses, and economies. The
state of Missouri, like many other states, experienced sharp declines in tax
revenues, forcing substantial cuts to the state budget. The state’s PK-12 and
higher education budgets underwent substantial reductions, with Gov. Mike
Parson announcing over $120 million in cuts to PK-12 education alone. In this
brief, we discuss the implications of the COVID-19 pandemic and ensuing
economic recession, as well as how federal fiscal aid from the American
Recovery and Reinvestment Act helped mitigate similar budget cuts following
the Great Recession. We note that districts with varying local wealth
experienced heterogeneous school funding recoveries and discuss other policy
implications in education.

Introduction

In addition to causing a catastrophic public health crisis, the COVID-19
pandemic induced a substantial economic recession which began in February
2020.! As a result, state revenues have declined sharply nationwide, affecting
many government functions including public education.2 In Missouri, Governor
Parson withheld $123.4 million from the state’s PK-12 education funding
formula, cuts that will directly affect Missouri’s students.3

Unfortunately, state budget cuts to education are not unprecedented in times of
recession, as we witnessed in the years following the Great Recession. In fact,
most states still provided less school funding per student in 2015 than they did
in 2008, indicating that states likely had not fully recovered from the Great
Recession long after emergency federal fiscal aid expired.4 This policy brief
examines and describes recent federal fiscal stimulus funding in Missouri
education as well as data on funding declines following the Great Recession.
Both may offer lessons for what we might expect from COVID-19-induced
budget cuts.

American Recovery and Reinvestment Act of 2009 (ARRA)

While the COVID-19 pandemic and ensuing shutdown are markedly different
from the Great Recession, there are lessons to be gleaned from the most recent
economic downturn. In response to the Great Recession, the U.S. Congress and
Obama administration passed the American Recovery and Reinvestment Act of
2009 (ARRA). Of its $840 billion in total outlays, ARRA provided $100 billion
to states for education, of which Missouri received $1.7 billion.5> ARRA provided
substantial funding to sustain and create new school jobs and to fill in state
education funding gaps.®7 Furthermore, ARRA provided additional funding for
students from low-income families and for students with disabilities.

Though federal funding increased through ARRA, Missouri state education
funding declined sharply. Figure 1 shows that declines in total Missouri school
funding was mitigated by ARRA funding in 2010 and 2011. When ARRA
funding dissipated, however, state funding had not yet recovered to 2009 levels.
More than a decade later, Missouri districts’ total expenditures per average daily
student attendance (ADA), a common measure of student enrollment used in
school funding formulas, still had not risen above pre-recession amounts. While
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Special points of
interest:

o Missouri school districts that
relied most heavily on state
funding suffered longer
funding cuts as a result of the
Great Recession.

e Following the Great
Recession, districts with
highest property values
experienced the smallest
budget cuts and made the
largest increases in the
following decade.

e Gaps in school expenditures
between MO districts have
widened significantly over the
past decade.

e Students in high-poverty
districts across the country
disproportionately
experienced achievement
losses as a result of the
Great Recession.



average funding from local sources
held fairly steady, Missouri districts
that relied most heavily on state | $20.000
funding suffered longer funding cuts.
In addition, while districts of all sizes
experienced funding declines,
declines were most extreme for
Missouri’s largest districts.

Figure 1: District Expenditures by Sources of Funding
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significantly narrower, between $2,000 and $4,000. Put simply, only the wealthiest districts in Missouri
were able to recover and grow their education spending following the Great Recession and expiration of
ARRA fiscal stimulus. Over the years, local funding sources have been able to provide more consistent
funding for districts with higher property wealth, often suburban districts.
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A growing consensus in the national research literature shows that funding declines following the Great
Recession adversely affected student achievement. Unfortunately, students in high-poverty districts
disproportionately experienced these achievement losses.® Similarly, declines in student achievement were
larger for districts with higher shares of minority students and were largest for Black students.% 1 In fact, a
$1,000 decline in per-pupil expenditures generated reductions in math and reading achievement of 3.9% of
a standard deviation, reduced the college-going rate by 2.6%, and widened the gap in test scores between
Black and white students by six percent.™

School Funding Amid the COVID-19 Recession

Similar to ARRA funding following the Great Recession, Congress passed the Coronavirus Aid, Relief, and
Economic Security (CARES) Act in response to COVID-19 in March 2020. Of over $2 trillion in federal
stimulus, the CARES Act provides $13.5 billion for K-12 education, $14.2 billion for higher education, and
$3 billion for states to help local education agencies.> Missouri received $208 million for PK-12 education
and $178 million for higher education.'s.4 With new expectations placed on school districts to provide
education amid the pandemic, many districts require additional funding to cover new costs associated with

PAGE 2 RECESSIONARY SCHOOL FUNDING IN MISSOURI: LESSONS FROM THE GREAT RECESSION


http://www.nea.org/home/1019.htm

remote learning, proper distancing in classrooms, and increased sanitization of school facilities.*s

In addition to the difference in total funding, ARRA and the CARES Act differ in their respective methods of
distributing aid.’® While states were required to distribute the majority of ARRA aid through their own
general funding formulas, the CARES Act requires states to distribute funding through districts’ respective
Title I allocations, a federal funding mechanism which provides supplementary educational services to low-
income and low-performing students.”? Many school funding experts recommend that Congress provide
substantial additional fiscal aid to states and allow them to distribute funding to districts without strictly
regulating how funds should be used in midst of the pandemic.®® However, it is unknown whether the
CARES Act’s method of fiscal aid distribution will help close funding gaps (and to what degree) among
districts of varying local wealth.

Other Policy Implications

When Missouri policymakers make difficult decisions to enact education budget cuts, it is important they do
so equitably such that the negative impact of funding reductions may be minimized for our most vulnerable
students. Below are additional policy implications to consider amid the COVID-19 recession and declines in
education funding.

Hold Harmless

Missouri’s hold-harmless provision in education funding traditionally has stipulated that state aid allotted to
districts not fall below 2005-06 school year levels, the year when the legislature changed the state’s funding
formula.9 However, Governor Parson did not exempt hold-harmless districts from FY21 budget cuts. Rural
districts with small and declining student enrollment and low local property wealth may be particularly
impacted by these cuts.

Early Childhood Education

Currently, only 13.5% of three-year-old and 20% of four-year-old children in Missouri receive some type of
early childhood education (ECE) through a public program.2e Missouri ranks 34t in the nation in ECE
expenditures, spending $3,721 per pupil compared to the national average of $5,374 per pupil. State budget
cuts may directly affect early childhood education unless funding from federal sources reduces funding
declines.2!

Higher Education

Missouri policymakers have enacted an $87 million budget cut to community colleges and public
universities due to the current recession so far.22.23 This cut included $6.5 million from the Bright Flight
scholarship, a program that works to keep the high-achieving Missouri high schoolers in-state; this will
affect nearly 8,000 Missouri undergraduate students.24.25 Ultimately, increased class sizes, fewer class
choices, and added financial burdens on students all negatively affect the state’s effort to produce college-
educated workers. Additionally, budget cuts to community colleges may disproportionately affect students of
color and students from lower-income households.27

Recommendations and Conclusions

While the COVID-19 public health crisis and resulting recession is unprecedented, we witnessed similar
state budget cuts only a decade ago. Following the Great Recession, many states’ education budgets took
several years to recover. However, the impacts of these budget cuts were not uniform across all districts and
students, as this policy brief shows. The effects of state budget cuts varied considerably by district
characteristics including local property wealth, enrollment, and reliance on state aid. Though the negative
impacts of the COVID-19 recession likely will last several years, federal fiscal stimulus, as witnessed
previously through ARRA, likely will be temporary. In recent months, both the legislative and executive
branches have discussed extensions to CARES Act funding, but these talks have mostly stalled. School
finance experts agree that the federal government should provide additional support for states and districts
to compensate for state budget shortfalls. As long-term impacts of the pandemic are not yet fully
understood, students, parents, and educators need local, state, and federal policymakers to come together to
make essential funding decisions that will minimize negative impacts on student outcomes, particularly for
disadvantaged student populations.
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