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Missouri’s annual operating budget is more than a set of numbers. The state budget provides for the education, health care, social services and infrastructure that serve as a foundation for MO families and our economy to thrive. The budget reflects the priorities of our state. We know that all Missourians want the best for their families. But for our state to be a place where Missouri families, small businesses, and a strong middle-class can thrive, and where everyone has the best possible chance at a brighter tomorrow, we need to invest in Missourians, and invest in the services that provide the foundation for all to succeed.
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Missouri’s budget is really made up of three large categories or pools of funding: State General Revenue, Federal Funding and Earmarked State Dollars: Federal funding that comes to Missouri is largely dedicated for specific programs, for instance, Medicaid dollars must be used for Medicaid. State lawmakers have little control over federal funds. Earmarked state dollars are ones that are generally constitutionally required to be used in certain ways. For instance, the gas tax is earmarked for transportation. Lawmakers have little control over earmarked funds because of their restrictions set in the constitution, except that lawmakers can increase funding for programs that also get earmarked funds.State general revenue is made up of the individual and corporate income tax and most sales tax in the state. This is the area of the budget that lawmakers generally debate during the legislative session.For the most recent budget year, which began on July 1st, and is Fiscal Year 2017, each of these three large pools of the budget makes up about one-third of the total state budget of $27 billionThe State Fiscal Year runs from July 1 – June 30th
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Education receives the largest portion of the state general revenue budget; higher education and k-12 education combined make up 45% of the general revenue budget; followed by human services which includes Medicaid, mental health, health & senior services, and all social services combined. 



Revenue Decline

State General Revenue Collections Among the 
Lowest in Decades

GR as % of Personal Income, Fiscal Years 1981-2016

Presenter
Presentation Notes
Missouri’s budget is still struggling to recover, not only from the more recent recession, but from decades of erosion.In fact, in FY 2016 (the most recently completed fiscal year) state general revenue as a percent of personal income in the state, was well below the level attained in 1981 In fact, Missouri revenue remains about $4 billion under the Hancock lid, and we will likely never hit the lid again. Obviously, the recession had an impact, but state tax cuts have actually driven the decline in revenue. Between 1993 and 2013 state lawmakers passed 20 different tax cuts which combined cost $1 billion per year. As a result, public services and investments in infrastructure have been reduced. In addition, in a lot of cases, responsibility for state services has been shifting to localities. 
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For example, the Foundation formula that distributes state funding to local K-12 schools has been underfunded for the last seven years. As the value of state funding has stagnated, local governments have shouldered an increased burden for funding education. Missouri schools have shifted to a greater reliance on local property tax revenues to fund education. As a result, over thirteen years, 2000-2013, local property tax rates to fund schools increased in 92 percent of counties, rising by an average of 11.5 percent. (only 6 counties decreased their property tax rates over this period) Though lawmakers did increase funding for K-12 education this year by $71 million, the amount even after the increase would have still been $500 Million below the formula requirement. EXCEPT, lawmakers also reinstated a 5% cap on growth on per student funding, effectively reducing the amount of required funding by $460 million. Even after this change, state funding is still slightly below the formula requirements (as shown in the first half of the chart);Compared to real cost of educating students, that change results in the required state $$ level nearly $1000 per student lower than decade ago



Higher Education Funding Increased, 
Remains Far Below 2007 Level
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Lawmakers also increased the funding for higher education for the new budget year by $49 million, Includes increase of $42 million for 4 year public colleges and universitiesBut, increased enrollment over time has eroded the amount of funding provided per student, as shown in this chartFY 2007: $716 millionFY 2016: $766.9, but 18,000 more students enrolledFY 2017: $776.8 million



Early Childhood 
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An abundance of research indicates that quality early learning programs are critical to creating a foundation upon which all children can thrive. High-quality early care and education fosters the development of the cognitive and social skills that are central for children to succeed in school and life. Studies show that children who receive quality early education do better in school, have higher incomes and improved health outcomes as adults compared to their peers. Studies also indicate that public investments in preschool and other early learning initiatives provide a significant return to taxpayers, resulting in as much as a $7 return for every $1 invested due to decreased public expense for remedial education, criminal justice and social services.Similar to other services, Missouri’s investment in early care and education is well below other states:Eligibility for full child care assistance (depicted in the PPT diagram) ends at 138% of the federal poverty level, well below the national average of 182% FPL and below most of our neighboring statesFurther, reimbursement rates for child care providers who serve children through the program are just 68% of market rates. As a result, many providers are forced to limit the number of children that they serve through the program, compromising access to quality early care for low-income children.Missouri’s Department of Elementary and Secondary Education receives very limited state funding to support the development of preschools in Missouri. Funded with just $13.8 million in state budget year 2016, the program provides grants to public schools, private child care centers and nonprofit agencies to support the operation of preschools in Missouri.14  Not surprisingly, the limited funding results in a very small portion of Missouri children receiving state-funded preschool services. In 2014, only 2 percent of 3-year olds and 3 percent of 4-year olds, combined just 3,874 children, in Missouri were served.15  In that same year, Missouri provided just $2,009 in funding per child enrolled.
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Missouri’s eligibility for public health care programs is also among the lowest in the nation.  New Census data indicate that about one in every ten, or 583,000 Missourians, was uninsured at the time of the American Community Survey.While Missouri’s uninsured rate has declined along with the rest of the nation, the uninsured rate is significantly higher in states that have not expanded Medicaid (12.3%), as compared to states that did (7.2%). 



Expand Medicaid Eligibility
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An opportunity that exists is expanding Medicaid, which not only would reduce the number of uninsured Missourians, but would also save the state money and boost the economyThe savings occur because federal funding would be used to replace existing state-funded health care services for the uninsuredThe Robert Wood Johnson Foundation examined actual state budget savings in 8 states. By the end of 2015 (just 1.5 years into expansion) these eight states would have experienced savings and revenue increases of more than $1.8 billion.Missouri could net savings of at least $100 million per year in state general revenue dollars when the expansion is fully implemented. That amount is net of new state general revenue costs for the expanded coverage. These are real $$ that would be saved in the state’s budget and which could be used to increase funding for education, transportation or other services. 



Enact Streamlined
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Additionally, there is new interest among state lawmakers to implement the Streamlined Sales Tax Collections mechanism. Missouri and other states that rely on sales taxes to fund services like education and health have been losing sales tax revenue as a result of a failure to capture sales taxes that are owed for online retail purchases. Streamlined is a collections mechanism that would allow Missouri to automatically collect sales taxes that are due for online retail purchases at the time of purchase in the same way that they are automatically collected for purchases made at “bricks and mortar” retailers. The measure has broad bipartisan support because it would level the playing field between Missouri’s “bricks and mortar” retailers and their online competitors and it is not a tax increase. Most Missourians don’t realize that they are supposed to be tracking their online purchases and remit sales tax to the state at the end of each year for those purchases. Twenty-four states, including most of Missouri’s neighbors, have implemented similar legislation. Because the issue involves interstate commerce, it requires both state and federal legislation. Upon passage of the state legislation, Missouri will collect $20 million annually in currently uncollected state sales tax. Upon passage of the companion federal legislation, which also has bipartisan support, Missouri will collect at least $350 million annually in additional sales taxes.The state legislation has been sponsored by Senator Wallingford (Republican – Cape Girardeau); the federal legislation is supported by both Senators Bond and McCaskill 



Enact a Missouri EITC
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