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What Goes In: National Averages

Source: National Center for Educational Statistics at IES, Revenues and Expenditures for 
Public Elementary and Secondary Education: FY 18 
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What Goes In: Federal
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Federal education dollars 
are drawn mostly from 

income taxes.

https://www.whitehouse.gov/omb/historical-tables/


Source: Pew Charitable Trusts, How States Raise Their Tax Dollars

What Goes In: State
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What Goes In: Local
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smaller revenue 
sources. 



What Goes In: Summary

Ø On average, U.S. school districts receive 45% of their funds from local sources, 
47% from state sources, and 8% from federal sources (FY18).

Ø Federal education dollars are drawn mostly from income taxes, though other 
federal revenue sources also play a role.

Ø State education dollars come from a broad range of taxes, including income, 
sales, property, and other taxes. The mix varies a great deal by state.

Ø Local education dollars are drawn mostly from property taxes, supplemented by 
a mix of smaller revenue sources. 



What Comes Out: Federal
• The federal government spent $57.3 billion on K-12 education in FY17.
• ESEA/ESSA Formula Grants:

oTitle I  ($17.34 billion): Funding for schools and districts with high numbers of 
low-income students

o Impact Aid ($1.50 billion): Funding for school districts that include federal 
lands or serve federally connected children

• ESEA/ESSA Competitive Grants
• IDEA Formula Grants:
• Grants to States ($13.82 billion): Funding to support education of children 

with disabilities, aged 3-21

Source: Department of Education Budget Tables, FY 2021 Congressional Action 



What Comes Out: State
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1. The state uses a formula to 
determine how much money each 
district needs for the year. 

2. The state calculates how much 
funding the district is expected to 
contribute from local sources.

3. The balance of the formula 
amount is provided as state aid.
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Image source: IconMark, via Noun Project



What Comes Out: State

Image source: FundEd, EdBuild

http://funded.edbuild.org/


What Comes Out: State
Categorical Grants, e.g.:

• Start-up funds or equipment 
reimbursements for CTE programs
• School safety initiatives
• Gifted and talented programs
• Transportation funding
• Exam fees
• Pilot programs

Categorical grants are not subject to a 
local contribution.

Image sources: IconMark and Vectors Market, via Noun Project

+
Expected local 
contribution

State formula 
aid



What Comes Out: Local

1. The state uses a formula to 
determine how much money each 
district needs for the year. 

2. The state calculates how much 
funding the district is expected to 
contribute from local sources.

3. The balance of the formula 
amount is provided as state aid.
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State formula 
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Local Share

Image source: IconMark, via Noun Project



What Comes Out: Local
The Local Revenue Asterisk

Image source: IconMark, via Noun Project
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The state calculates how much 
funding the district is expected to 
contribute from local sources. But 
the district often may raise more 
or less in actuality—without 
affecting the state aid amount. 
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What Comes Out: Summary

Ø The federal government spent $57.3 billion on K-12 education in FY17, first and 
foremost on grants to districts serving low-income students, students with 
disabilities, and federally connected children.

Ø States distribute most education spending as formula aid; the formula sets a 
target based on district funding needs and subtracts a local share, with the state 
providing the rest. States may also provide grants for specific purposes.

Ø Local education spending includes districts’ contributions towards the formula 
target, as well as any extra dollars that the district chooses to raise and spend (if 
allowed by state law).



What Goes In Redux: State Variation

Source: National Center for Educational Statistics at IES, Revenues and Expenditures for 
Public Elementary and Secondary Education: FY 18 
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What Goes In Redux: District Variation

Source: National Center for Educational Statistics at IES, Common Core of Data, LEA School 
Finance Survey (F33), FY2017-18
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State and District Comparisons: Summary
The factors that determine the state, local, and federal shares in specific states and 
districts include:

Ø The size of the state budget and generosity of the state funding formula
Ø The specific student and community needs in the district, as well as other 

factors considered by the state formula
Ø Local property wealth and the ability to raise of local revenue
Ø The choices of local voters and/or school boards to actually raise local 

revenue
Ø The presence of federal land, or students from low-income homes, students 

with disabilities, federally connected children, and others eligible for federal 
aid



5 Things to Advance Equity in State Funding Systems

Source: Ed Trust, Five Things to Advance Equity in State Funding Systems

https://edtrust.org/resource/5-things-to-advance-equity-in-state-funding-systems/
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