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Rep. Ken Wolf's (R-Burnsville) recent
report, “Education Finance,” has received
alot of attention, as it should.

If we are going to effectively involve
parents and individual teachers in improv-
ing student achievement then we must
ensure they have useful information. In the
world of education finance and arguments
over school funding, it’s easy for people to
throw around enough figures and accusa-
tions to confuse a brain surgeon.

Most people agree teacher compensa-
tion takes up the majority of any school
district’s budget. And, asillustrated by the
trade-offs made by the St. Paul School Dis-
trict, we often end up having to decide be-
tween educational program offerings and
differing levels of teacher pay raises.

To make the most informed decisions,
we need to be able to distinguish between
the increases actually received by individ-
ual teachers and the increase in the over-
all salary schedule. Generally, compensa-
tion for individual teachers exceeds the
increase in the salary schedule.

at making that important distinction. Next
time your local school board announces a
salary settlement calling for yearly compen-
sation increases of 2.8 and 2.7 percent, you
can ask if that is for individual teachers or
for the salary schedule. By boiling it down
to the impact on individual teachers, we
can more accurately discuss if it was

- enough.

Rep. Wolf’s report, combined with oth-
er legislative changes are making it possi-
ble for parents and teachers to better un-
derstand the issues of student achievement
and school funding. Ultimately, our chil-
dren will be the ones who will benefit from
these efforts.

Duane Benson

Executive Director of Minnesota

Business Partnership



D487 Education Funding vs. Inflation (CPI)

Many lament that “school funding has not kept pace with inflation”, but in most school districts this is
not the case. While Combined Revenue in ISD 487, lagged inflation by 10.4% from 2013-2023, per-
pupil revenue exceeded inflation over that period due to a fall in Average Daily Membership (ADM).
Per-pupil funding went from $9,126 to $11,483, an increase of 25.83%, 0.20% above CPI.

Understandably, the public does not fully grasp the nuances of K-12 finance, and when they are told
that K12 funding has lagged inflation, they assume the statement to be based in fact. However, strictly
looking at the “Basic Formula” does not represent a complete picture of education funding and
provides a misleading story communicated to the tax-paying public. The true measure of school
funding is the Combined Revenue reported by the Minnesota Department of Education, that
combines State Aid and Local Levies. This is the only way to get a complete picture of the adequacy of
education funding on a district-by-district and statewide basis.

Cost structures for school districts vary, with many nuances and variables related to expenditures.
However, the following information is based 100% on factual data available to the public.



ISD 487 20-Year Total Funding vs Inflation (CP1)

. . %
Description FY 2003 FY 2023 # CHANGE CHANGE NOTES
398 343

Average Daily Membership (ADM) (-55.30 (-13.88%) Student population decreased by nearly 14% from 2003 to 2023
Consumer Price Index (CPI) 183.96 292.66 108.70 59.09% CPlincreased 2.95 percent per year

Basic Education Fund 2,150,507 2,576,370 425,863 19.80% Basic increased 0.99% per year, under CPI by 1.96%

Other General Education 370,803 835,376 464,573 125.29% Other General increased 6.26% per year, over CPl by 3.31%
General Education Total 2521310 3.411.746 890,436 35.32% General Education increased 1.77% per year, under CPI by 1.19%
Special Education Fund 234,807 281,405 46,597 19.84% Special Ed increased 0.99% per year, under CPI by 1.96%

Other Funds 51726 245 487 193761 374.59% Other increased 18.73% per year, over CPIl by 15.78%
Combined Revenue 2,807,843 3,938,637 1,130,794 40.27% Total Funding increased 2.01% per year, under CPI by 0.94%
Combined Aid (State) 2,768,212 3,498,952 730,739 26.40% State Aid increased 1.32% per year, under CPl by 1.63%
Combined Levies (Local) 39,631 439,686 400,055 1009.46% Local Levies increased 50.47% per year, over CPl by 47.52%
Total Combined Revenue 2,807,843 3,938,637 1,130,794 40.27% Total Funding increased 2.01% per year, under CPI by 0.94%
Key Findings

e Combined Revenue for ISD 487 lagged inflation (CPI) by 18.8% (0.94% per year) for the past 20 years (2003-23).
* In 2003, Combined Revenue in ISD 487 consisted of Basic (77%), Other General Ed (13%), Special Ed (8%) and Other Funds (2%).
* In 2023, Combined Revenue in ISD 487consisted of Basic (65%), Other General Ed (21%), Special Ed (7%) and Other Funds (6%). 4




ISD 487 10-Year Total Funding vs Inflation (CPI)

Description FY 2013 FY 2023 # CHANGE CHANGE NOTES

Average Daily Membership (ADM) (-30.7) (-8.22%) Student population decreased by 8.22% from 2013 to 2023
Consumer Price Index (CPI) 232.95 292.66 59.70 25.63% CPI Increased 2.56 percent per year

Basic Education Fund 2,296,052 2,576,370 280,318 12.21% Basic increased 1.22% per year, under CPI by 1.34%

Other General Education 860.361 835.376 24,985 -2.90% Other General decreased 0.29% per year, under CPI by 2.85%
General Education Total 3 156,414 3.411.746 255,332 8.09% General Education increased 0.81% per year, under CPI by 1.75%
Special Education Fund 157,842 281,405 123,562 78.28% Special Ed increased 7.83% per year, over CPl by 5.26%

Other Funds 96,091 245 487 149 396 155.47% Other increased 15.55% per year, over CPI by 12.98%
Combined Revenue 3.410.347 3,938,637 528291 15.49% Total Funding increased 1.55% per year, under CPI by 1.01%
Combined Aid (State) 3,065,761 3,498,952 433,190 14.13% State Aid increased 1.41% per year, under CPI by 1.15%
Combined Levies (Local) 344,585 439,686 95,101 27.60% Local Levies increased 2.76% per year, over CPI by 0.20%

Total Combined Revenue 3,410,347 3,938,637 528,291 15.49% Total Funding increased 1.55% per year, under CPI by 1.01%
Key Findings

* Combined Revenue for ISD 487 lagged inflation by 10.14% for the past 10 years (2013-23), (1.01% per year).
* In 2013, Combined Revenue in ISD 487 consisted of Basic (67%), Other General Ed (25%), Special Ed (5%) and Other Funds (3%).
* In 2023, Combined Revenue in ISD 487 consisted of Basic (65%), Other General Ed (21%), Special Ed (7%) and Other Funds (6%). 5



ISD 487 10-Year Per-Pupil Funding vs Inflation (CPI)

%

Description FY 2013 FY 2023 # CHANGE NOTES

> CHANGE
Average Daily Membership (ADM) 374 343 (-30.7) (-8.22%) Student population decreased by 8.22% from 2013 to 2023
Consumer Price Index (CPI) 232.96 292.66 59.70 25.63% CPI Increased 2.56 percent per year
Basic Education Fund 6.144 7511 1367 22.25% Basic increased 2.23% per year, under CPI by 0.34%
Other General Education 2302 2435 133 5.79% Other General increased 0.58% per year, under CPI by 1.98%
General Education Total 8 446 9,947 1,500 17.76% General Education increased 1.78% per year, under CPI by 0.79%
Special Education Fund 422 820 398 94.24% Special Ed increased 9.42% per year, over CPI by 6.86%
Other Funds 257 716 459 178.34% Other increased 17.83% per year, over CPIl by 15.27%
Combined Revenue 9126 11,483 2357 25.83% Total Funding increased 2.58% per year, over CPl by 0.02%
Combined Aid (State) 8204 10.201 1.997 24.35% State Aid increased 2.43% per year, under CPl by 0.13%
Combined Levies (Local) 922 3757 2835 307.44% Local Levies increased 30.74% per year, over CPl by 28.18%
Total Combined Revenue 9126 11,483 2357 25.83% Total Funding increased 2.58% per year, over CPI by 0.02%

Key Findings
e Combined Per-Pupil Revenue for ISD 487 exceeded inflation (CPI) by 0.20% (0.02 % per year) for the past 10 years, 2013-23.
*  Per-Pupil Funding for ISD 487 increased $2,357 over the past 10 years, from $9,126 to $11,483, a jump of 25.83%.




Addendum 1: Education Funding Sources in Minnesota

For decades, the education community in Minnesota has stated that school funding has lagged
inflation. The current version of this sentiment is that the basic general education formula has lagged
inflation for the past 20 years. The basis of this premise is rooted in the Estimated General Fund State
Aid and Levy Revenues, published by the Minnesota Department of Education (MDE). The “Basic”
formula is one of only six commonly used categories utilized to calculate school funding from state

and local sources:
1)
2)
3)
4)
5)
6)

Basic Formula
General Education
Special Education
Combined Aid
Combined Levies
Combined Revenues

Basic represents the foundation of school district revenue, while Combined Revenues represent the
total of state and local sources that fund public education. The term “basic general education
formula” does not exist in the MDE database.



Addendum 2: Commonly Used Funding Categories

Basic Formula. The base level of public school funding (state aid), representing 44% of Combined
Revenues statewide in 2023.

Basic General Education. The same as Basic.

General Education. Combination of funds for the operations of the school district (state aid),
representing 68% of Combined Revenue statewide in 2023.

Combined Revenue. The sum of all school funding from state aid and local levies, representing 100%
of funding. The true measure of school funding.

Combined Aid. Revenue provided by State government sources (State Aid), representing 59% of
Combined Revenue statewide in 2023.

Combined Levies. Revenue provided by Local government sources (Local Levies), representing 41% of
Combined Revenue statewide in 2023.



Addendum 3: Data Sources

REVENUES
https://public.education.mn.gov/MDEAnalytics/DataTopic.jsp?TOPICID=43
Estimated General Fund State Aid and Levy Revenues, FY 2003 to FY 2025; End of Session Forecast

Financing Education in Minnesota (2022-23)
A Publication of the Minnesota House of Representatives, Fiscal Analysis Department, Solveig Beckel, Fiscal Analyst

Minnesota School Finance: A Guide for Legislators (2022), MN House Research, Tim Strom, Legislative Analyst

Consumer Price Index (CPI) Data
The CPI figures used are based on the Nov 2022 actual Consumer Price Index for All Iltems, All Urban Consumers as provided by
the United States Bureau of Labor Statistics and estimates for 2023-2030 provided by Minnesota Management and Budget.

https://www.bls.gov/cpi/tables/supplemental-files/
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