
Article 3: The General Assembly controls the annual increase in the “cost per 
student,” called allowable growth, to determine how much each district receives 
from the state each year.

Iowa law guarantees that every child in the state receives an equal amount of money to 
fund their education. A district’s budget is the number of children in the state times that 
cost per child. However, economic factors change from year to year, and it is up to state 
lawmakers to decide just how much to increase the cost per child to reflect that change, 
called “allowable growth.” This is the topic of the third article in our series on 
understanding school finance.

Larry Sigel, school finance director for the Iowa Association of School Boards, uses a 
credit card to explain the principle. “The state gives each child the equivalent of a credit 
card, setting the credit limit each year. Under the basic finance formula, each child’s 
“limit” is $5,128 for the current fiscal year.  The total amount the district gets to spend 
is that limit times the number of children.  A district can spend less than the maximum, 
but cannot spend more,” Sigel said.  

Allowable growth is intended to further provide equity in school districts throughout the 
state, because, as we discussed last week, the legislature set a principle that each child is 
worth the same amount, no matter where they live.  The district's credit card "balance" is 
then paid off by a combination of state aid and locally raised property taxes.  For the 
entire state, the general fund provides $2 billion annually and local property taxes $1.1 
billion, or about two-thirds state to one-third local property taxes.  However, it is 
important to note that each district's mix of state and local property taxes is different.  
Why?  We'll discuss in the next article on how property taxes determine how much each 
district receives in state aid.


