
Charter School Funding
Executive Summary

Charter schools in Missouri are considered public schools because they are publicly funded,
though they are privately managed and have more flexibility in their curricula and
administration than traditional public schools (district schools). They are also funded differently
from district schools and are not eligible for some forms of local public funding. Introduced in
the 2022 legislative session, HB 1552 would require public school districts to allocate charter
schools a proportionate share of local and state funding based on the number of pupils enrolled
in the charter school.

Highlights

● Currently, funds for charter schools in Missouri are provided by the Missouri
Department of Elementary and Secondary Education through state funds withheld from
the school district where the charter school is located.

● Traditional public schools can use local bonds to pay for new school buildings and
upgrades and use local tax levies to pay for maintaining facilities while charter schools
cannot.

● As charter school attendance rises, the amount of local funding designated for charter
schools can exceed the amount of state funds that are withheld from traditional district
schools, resulting in underfunding.

● Some of the fixed costs associated with educating students (e.g., pensions, debts,
maintenance, and administrative staff) cannot be easily or quickly reduced by school
districts after students transfer from public district schools to charter schools.

Limitations

● Regulations in how charter schools are funded vary significantly from state to state.
Differences in state regulations make broad analyses of funding methods and their
efficacies difficult.

● One North Carolina study found that the negative fiscal impact on district schools from
charter schools transfers was about $3,600 per student that transferred out. Because of
differences between charter school funding mechanisms, it is difficult to predict if
similar trends exist in Missouri.
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Research Background

Missouri Charter School Funding

Charter schools in Missouri are publicly funding schools that operate independently from the
public school district where they are located. They have existed in Missouri for more than 20
years. Traditional public schools (district schools) receive their funding from a mixture of
funding sources at the local, state, and federal levels. District schools often receive a large
portion of their funding from local sources, which can lead to inequities in school funding,
especially in areas such as St. Louis and Kansas City where property values vary drastically
from neighborhood to neighborhood.

Charter schools in Missouri do not have taxing authority and thus cannot receive funds from
local taxes.1 Because of this, school districts retain local funding, and then the Missouri
Department of Elementary and Secondary Education (DESE) provides charter schools with state
funding which is deducted from the state funding of the public school district where the charter
school resides.

Charter schools in Missouri currently only exist in Kansas City and St. Louis. There are 40
charter schools in Kansas City and 36 operating in St. Louis.2,3 Under the current charter school
funding formula, as the number of charter schools grows, particularly in Kansas City where a
higher proportion of students attend charter schools, there is a potential for school districts to
have all of their state funding withheld and for charter schools to not receive all of the money
that is designated for them.

Regulations in how charter schools are funded vary from state to state.4 Differences in state
regulations make broad analyses of funding forms and their efficacies difficult. For more
information on charter schools see our Science Notes on Charter School Expansion, Charter
School Accountability, and Charter Schools & Crime.

School District and Charter School Costs

When a student transfers from a district school to another school (such as a charter school), the
school district loses the state funding associated with that student. However, some school
district costs associated with educating students can not be easily or quickly reduced after
students transfer from district schools to charters. These fixed costs include things like pensions,
debts, maintenance, and administrative staff. One North Carolina study found that the negative
fiscal impact on district schools from charter schools transfers was about $3,600 per student that
transferred out.5 While charter schools are required by federal law to accept students with
disabilities, they tend to be less likely to have students with special needs.6,7 Because of this,
special education costs (e.g., additional staff, specialized classrooms, etc.) can be higher for
traditional public schools than for charters.

Inefficiencies associated with large numbers of buildings can also drive up education costs due
to higher administrative, transportation, and maintenance costs. A report on student enrollment
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per school building found that St. Louis public schools (SLPS) was ranked 245th out of 247 for
large school districts nationally.8 Because of declining student enrollment, St. Louis has large
numbers of buildings that are expensive to operate and maintain. On the other side of the state,
Kansas City has many small school districts instead of one large school district for the
metropolitan area, which is unlike many other large cities. This is due to a ruling on a
desegregation case in 1995 by the U.S. Supreme Court, Missouri vs. Jenkins.

Transportation

Transportation costs can vary greatly between school districts. For example, though Springfield
and the Kansas City public school district serve similar numbers of students, the costs to
transport students in 2017 were $11.1 million in Springfield compared to $28.1 million in Kansas
City.9 Charter schools can be more costly in part because they increase the number of schools
and thus increase redundancies in administrative and maintenance costs. In the case of New
Orleans, charter schools resulted in higher government spending with increased administrative
costs while teacher salaries decreased.10 As another example, in Texas, charter schools are
estimated to cost the state $1,500 more per student enrolled in charter schools.11

Facilities

In Missouri, traditional public schools can use local bonds to pay for new school buildings and
upgrades and use local tax levies to pay for maintaining facilities while charter schools cannot.1

However, other sources of funding and financing that are available to traditional public schools
are also available to Missouri charter schools. These sources include state financing from the
Missouri Health and Educational Facilities Act (RSMo 360.010 to 360.140) in addition to local
financing from Industrial Development Authorities and federal/state financing from Qualified
Zone Academy Bonds.

Proposals in the 2022 Legislative Session

House Bill 1552, as perfected in the House in the 2022 legislative session, would change the way
that charter schools are funded. The proposed bill requires charter schools to be funded by a
proportion of state and local revenue that a school district receives equal to the charter school’s
proportion of enrolled students minus an administrative fee. The administrative fee would be a
percentage of the state revenue the district received the previous year. Specifically, the fee would
be 0.25% for non-metropolitan school districts, which currently would mean Kansas City, and
2% for metropolitan school districts, which would mean St. Louis. The new funding mechanism
would go into effect before July 1, 2023 for non-metropolitan districts (Kansas City) and before
July 1, 2028 for metropolitan districts (St. Louis). Pupil residency, enrollment, and attendance
would all be verified via a required yearly audit of school districts and charters. Additionally, a
yearly review would be conducted to determine if charter schools were provided with the
correct amount of money outlined in the proposed funding formula and to assess if charter
schools and district schools provide similar quality of services.
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A lengthy definition of what is and is not included in “local aid” is included in HB 1552, though
the definition does not include all types of local aid and, depending on the results of a federal
court case, will exclude city sales tax revenue withheld for school districts based on a
court-mandated desegregation settlement in St. Louis. The bill also has a provision to calculate
funding for the cost of providing special education services which will be determined based on
information from the required yearly audit of schools.

The proposed amount of funding that a charter school receives from DESE is as follows:

“...the product of the charter school's weighted average daily attendance and the state adequacy
target, multiplied by the dollar value modifier for the district, less the charter school's share of
local effort as defined in section 163.011 plus all other state aid attributable to such pupils plus
local aid received by the school district divided by the total weighted average daily attendance of
the school district and all charter schools within the school district per weighted average daily
attendance of the charter school.”

An amendment to HB 1552 adds a method for owners of real estate, agricultural property, or
beneficiaries of trusts that own such land to enroll up to four children in school districts where
they pay school taxes for such property. Persons enrolling children in schools through this
method must have owned the property for at least three years and have paid at least $3,000 of
school taxes in the school district.
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