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Overview
This report focuses on the way in which Indiana has, and could, provide 
financial support for public K-12 students from lower-income families (“at-risk 
students”)

■ Part 1: Explain how at-risk funding works
■ Part 2: Review how at-risk funding has evolved in Indiana
■ Part 3: Review research on at-risk funding for K-12 education
■ Part 4: Conduct analyses using Indiana K-12 education data 

Study was commissioned by five groups: Indiana School Boards Association 
(ISBA), Indiana Association of School Business Officials (IASBO), Indiana 
Association of Public School Superintendents (IAPSS), Indiana Urban Schools 
Association (IUSA), and Indiana Small and Rural Schools Association (ISRSA)



Indiana now funds all Tuition Support by State

Formulas are usually modified / enhanced



How At-Risk Funding Works
At-risk funding is distributed to school corporations in two ways through 
state funding formulas:

1. Weighted Student Funding: Students in the Basic Grant are weighted 
based on the number of at-risk students (Indiana: 1993 - 2013)

2. Categorical Funding: Supplemental funding is provided based on the 
number of at-risk students (Indiana: 2014 - )

States are roughly evenly distributed between these two approaches

Categorical approach is more transparent and ensures at-risk funding is 
not affected by other modifications to the Basic Grant (ex: hold harmless)



Two Components of At-Risk Funding
At-risk funding using either approach requires two components:

1. The number or percent of at-risk students
2. The dollar increment in funding for at-risk students

There are a range of alternatives for estimating the number of at-
risk students, each with its advantages and disadvantages

Researchers have concluded that more money is better, but 
identifying the optimal amount of additional funding is very difficult





At Risk Funding Timeline in Indiana
Year Description
1993 At-Risk Index added to funding formula. Three metrics: (1) proportion of adults over 25 

without a high school diploma, (2) proportion of single-parent families, and (3) proportion 
of families with dependent children under 18 and living below poverty income

2003 At-Risk Index replaced by Complexity Index. Five metrics in CI include three ARI metrics plus 
(4) proportion of pupils eligible for free or reduced-price lunch at school, and (5) 
proportion of pupils with limited English proficiency 

2009 Complexity Index simplified to one factor: percent of students on free or reduced lunch
2014 At risk funding changed from weighted funding to categorical grant
2015 Complexity Index changed to use percent of students receiving free textbooks
2016 Complexity Index changed to three factors: (1) Supplemental Nutrition Assistance Program, 

(2) Temporary Assistance for Needy Families program, and (3) receiving foster care 
assistance



How Has Indiana Estimated # At-Risk Students?
Metric Advantages Disadvantages

ARI Components 
from US Census 
(decennial)

Very low administrative cost; Cannot be 
manipulated by families or schools

Can only be updated every 10 years; Cannot 
be easily checked or adjusted by State

Students on Free or 
Reduced Lunch

Based on federal guidelines; Used in 
many states; Known and accepted 
program

Hard to verify eligibility; Counts not determined 
by outside agency; Families must apply for 
program; Some costs to families and schools

Students with Free 
Textbooks

Based on same guidelines and process 
as FR Lunch; State can audit records if 
desired to ensure eligibility

Counts not determined by outside agency; 
Families must apply for program; Approach not 
widely used; Some costs to families and 
schools

Students Receiving 
SNAP, TANF, or 
Foster Care

Eligibility determined by the federal 
government; Eligibility can be audited 
through federal programs

Families must apply for the program; Some 
administrative costs to state and schools 
(cross-check eligibility); Must account for 
overlap between programs; Likely understates 
at-risk populations



• Switch from Weighted 
Student funding to 
Categorical Grant funding in 
FY14

• Complexity Index 
component changes in FY15 
and FY16

• Weights in CI changed in 
FY13, FY14, and FY15

• Additional adjustments for 
at-risk funding were made in 
each year



Ideal Attributes for Complexity Index
1. Can be updated every one to two years w/o excessive lag time
2. Consists of a single metric

– Multiple metrics require weighting, can overlap
3. Calculated by an outside agency & can be verified 

– Eliminate concerns of potential bias
4. Does not require families to apply for at-risk designation

– Stigma attached to being labeled “at-risk” & cost of applying for 
program may lead to undercounting

5. Relatively low administrative costs for families, schools, and state
– Cost includes time spent on calculation, verification

6. Minimal interference from politics



Alternatives for Estimating At-Risk Students
1. Poverty or lower-income counts using annual Indiana state 

tax returns
– Data are already collected (no additional cost to families 

or schools)
– Metric can be updated annually
– No self-selection bias due to having to apply for program
– State can verify eligibility
– State can set its own income level for defining “at-risk”
– Challenges: Would need to match students to tax 

returns; determine how to handle non-tax filers; some 
admin costs to state to derive counts 



Alternatives for Estimating At-Risk Students
2. Poverty counts from U.S. Census Bureau (non-decennial) 

– Derived from Small Area Income and Poverty Estimates (SAIPE) 
– Low administrative cost
– Highly correlated with other at-risk measures
– Updated every year by Census Bureau
– No self-selection bias due to families applying for program
– Counts determined by federal government and not schools or 

state
– Challenges: Must rely on federal poverty threshold and 

methodology; How to account for corporations with large 
differences; Poverty threshold (100%) is lower than free lunch 
threshold (130%), so dollar increment should be higher



Free lunch and free textbook use higher income thresholds than poverty

Metrics are very highly correlated (r = +0.83 to +0.99)

Levels of metrics can be made up for by adjusting per-pupil $



SAIPE poverty 
estimates 
(vertical axis) are 
highly correlated 
with current SNAP 
/ TANF / Foster 
Care percentages 
(horizontal axis) 
for most school 
corporations



Research on At-Risk Funding
■ Can research inform the state’s decision on whether funding should be given to 

help at-risk students, and if so, how much?

■ General consensus of literature today: K-12 education funding has a positive 
effect on student academic performance
– Early literature was critical of the relationship, but studies were often based 

on limited research designs and statistical methods

■ Problem: Hard to isolate effects of education funding on performance
– In Indiana, for example, education funding is a direct (positive) function of 

at-risk incidence, and at-risk incidence is negatively related to performance

■ Problem: Because every state’s funding system is different, it is hard to compare 
levels and methods of at-risk funding and draw firm conclusions about the 
“best” approach and amount of additional funding



Research on At-Risk Programs
A unique feature of at-risk funding is that state money is usually not used 
to only benefit at-risk students:

■ State funding is typically used to hire more teachers and reduce class 
size for everyone, raise teacher salaries, and/or add support services 

■ Federal and state programs for other purposes target non-academic 
issues that are thought to relate to academic performance (e.g., free 
lunch, free textbooks, transportation guarantee)

■ Uncertainty as to why at-risk students perform worse than their peers, 
and what could be done to remove this difference

While studies have not focused on specific initiatives for at-risk students, 
a number have found that funding increases have had larger effects on 
at-risk students



At-Risk Funding in Indiana, FY10-FY19

■ This section of report focused on changes in at-risk funding in Indiana over 
the current decade (FY10 to FY19) – excludes transition year FY13

■ Data were obtained from Indiana Department of Education

■ Examine how total state funding has changed, and how the share of funding 
for at-risk students has changed

■ At-risk funding in years FY10 – FY13 estimated by multiplying Basic Grant by 
Complexity Index 

■ Verified that trends in report were not affected by (1) supplemental funding 
for Full Day Kindergarten and (2) whether statistics were based on state 
totals or corporation averages





Three ways to calculate statistics:

Option 1: Use official figures for State 
Tuition Support and ADM (Sept) w/o 
adjustments

Option 2: Add supplemental funding for Full 
Day Kindergarten to State Tuition Support, 
adjust ADM to 1.0 FTE for each full-day 
kindergarten

Option 3: Calculate per-pupil statistics from 
state totals and not the average across 
school corporations

Bottom Line: In all three options, state 
funding per pupil (after inflation) has fallen 
over the past decade, and the share of state 
funding for at-risk students has fallen 



Three Main Takeaways from Analysis FY10-FY19

1. Per-pupil funding from Indiana has remained steady (current 
dollars) but has fallen by 9% to 12% once inflation is taken into 
account.

2. Funding for at-risk students has declined significantly in both per-
pupil levels and as a share of total state funding. Largest shift 
occurred in FY16 when Indiana switched to using SNAP/TANF 
/Foster Care in Complexity Index.

3. Based in poverty estimates from SAIPE, average poverty rates 
increased and then decreased by equal amounts during the 
decade.



Data compiled by 
Professor Bruce 
Baker (K-12 finance 
expert at Rutgers U) 
shows that K-12 
education funding in 
Indiana has 
declined notably in 
relation to available 
resources (personal 
income, gross state 
product) 



Highlights from Report on Education 
Funding and Teacher Compensation

■ Produced report in March 2019 for Indiana State Teachers 
Association (ISTA)

■ Used data from the U.S. Census Bureau’s annual surveys of public 
school finances and the National Education Association

■ Report focused on how education funding works in Indiana, how the 
state compares to other states (nationally, neighboring states) on 
education funding and teacher compensation, and how these have 
changed over time



Indiana’s ranking 
relative to other states in 
terms of education 
funding per student has 
changed dramatically in 
the current decade

Indiana made progress 
in 2000s in revenue per 
capital and per $1000 
personal income

However, these gains 
were lost in the 2010 
decade



Key Points:

• Indiana is below the 
national average and 
below neighboring 
states in education 
spending per student 
and spending per 
student for salaries

• Indiana’s national 
ranking on these 
metrics has fallen in 
the past ten years



Changes in Average Teacher Salary

Indiana has lost ground relative to other states in terms of average teacher 
salaries (all teachers and only new teachers)

Indiana ranks high nationally (9th) in terms of ratio of students to teachers



Summary – Complexity Index Report

1. Most states use free or reduced lunch to measure at-risk students; only a 
few states use SNAP / TANF / foster care 

2. All metrics used by Indiana to measure at-risk incidence have limitations

3. Research suggests that all students – especially at-risk students -- would 
benefit from increases in K-12 education funding

4. Over the last ten years, Indiana has been falling in terms of financial 
support for K-12 education and has shifted funding away from at-risk 
students



Complexity Index Recommendations
1. Maintain categorical funding approach for at-risk students
2. Consider using state tax returns or Census data as an 

alternative approach to estimating the number of at-risk 
students
– Would lower cost, reduce self-selection problem, provide 

assurances that families and schools are not adversely 
influencing counts, simplify counting procedure  

3. Increase share of education funding awarded for at-risk 
students, and target some at-risk funding for supplemental 
needs, to help narrow the achievement gap between at-risk 
and other students
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