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Over the last two years, 
the federal government 
passed more than six 

trillion in stimulus funds, much 
of which went to or is going to 
states and localities. Whether or 
not you think that this was a wise 
investment of taxpayer dollars—
and I think it wasn’t—the funds 
still represent an opportunity for 

states to show that they can act energetically to make 
government work better for their people.  

But Missouri is letting the opportunity slip away.

In January, the Show-Me Institute published a paper 
that identified budgeting practices and free-market 
principles that should guide the expenditure of these 
funds. The first and most important consideration is 
that this is “one-time” money. Missouri must therefore 
avoid spending it in a way that creates long-term future 
commitments. 

Specific uses that we recommended include fully funding 
the empowerment scholarship program for one year, 
creating time-limited learning-loss scholarships, making 
the highest-priority repairs to Missouri’s roads and 
bridges, jump-starting the modernization of Missouri’s 
information technology systems, replenishing the state’s 
Unemployment Trust Fund to protect businesses from a 
hike in unemployment insurance taxes, and enhancing 
state and local transparency. 

Another alternative would be to use the money to 
cut local taxes. Aaron Hedlund, the Institute’s chief 
economist, noted in an op-ed published last month 
that “the American Rescue Plan only prohibits state 
governments . . .  from using stimulus funds to offset tax 
cuts” and that “nothing in principle stops Jefferson City 
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from distributing money to localities on the condition 
that they use the money to enact temporary local sales or 
property tax cuts.” 

So what is Missouri actually doing with our billions 
in stimulus dollars? So far, not much. The Missouri 
Legislature passed a bill that designated a large chunk 
of stimulus funds for the Department of Elementary 
and Secondary Education (DESE). DESE’s track record 
does not inspire confidence that this influx of cash will 
suddenly revolutionize education in Missouri. Some of 
the money is going toward Missouri’s Medicaid program. 
A much smaller chunk of stimulus dollars will help fund 
pay increases for state employees.

In Jefferson City, the spending so far feels like inertia 
and status quo. Where are the big ideas for reform—or 
even solid proposals for enhancing programs with a 
proven record of success? We have identified ways to 
use the windfall that align with free-market principles 
and would really help Missourians. Failing that, or in 
addition to it, the legislature could return some of the 
money to the people who earned it, as other states have 
done.  

Where is the sense of urgency? Missouri’s economic 
performance has been middling at best for decades, 
and this is a prime example of why: too many leaders 
are satisfied with being somewhere in the middle of 
the pack. So far, these stimulus dollars have failed to 
stimulate any real leadership in Jefferson City.  

This is a chance to make a real difference for our state. 
I find it both mystifying and frustrating that our 
lawmakers don’t seem to get the message.  
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It’s been two solid years since nearly every school in 
the country closed and every family had to adjust 
to having their children learn remotely. The impact 

of that dramatic change has been larger than could have 
been expected. Not only have parents had a front-row 
seat to how and what their children are learning, but 
they have also been caught in a battle of masks, vaccines, 
and quarantines. Many families are at the boiling 
point. They want to be able to direct their children’s 
education—they want options, and they want them 
now.

Fortunately, at least some Missouri legislators seem to 
have gotten the message. The Show-Me Institute 2022 
Blueprint offers multiple suggestions for how to offer 
more options to families. And several bills that would 
increase options for families have been making progress 
in the legislature. We’re only halfway through the session 
and certainly nothing has made it to the governor’s desk 
yet, but we’re still optimistic that some will. Here is a 
rundown of where these bills stand:

• Senate Bill 648 (SB 648) – Modifies provisions 
related to the Missouri virtual school program

This bill would make it easier for Missouri students 
to enroll in the state-accredited virtual education 
program known as the Missouri Course Access Program 
(MOCAP). Currently, students have to get permission 
from the superintendent in their home district before 
they can enroll in MOCAP. If they receive permission—
which superintendents have been routinely denying—
then the state funding for that student flows through 
the district to MOCAP and that student’s test scores 
are included in their home district’s totals. SB 648 
would eliminate the need to get permission to enroll 
and would treat MOCAP as its own district for the 
purpose of reporting test scores. This bill has been passed 
by the Senate Education Committee and now awaits 
consideration by the full Senate.

• House Bill 1814 (HB 1814) – Establishes transfer 
procedures to nonresident districts for students in 
public schools

This bill would allow students to enroll in public schools 
outside of their home districts. Dozens of states already 
have a version of this program and, interestingly, the 
programs are most popular with rural students. Rural 
high schools in Missouri tend to be very small, with 
many having fewer than 100 students. These schools are 
not able to offer the variety or quality of programming 
that a 1,500-student suburban high school could. HB 
1814 would allow smaller high schools to specialize 
in, for example, STEM or agriculture sciences and 
draw students from surrounding districts. This bill has 
been passed by the House Elementary and Secondary 
Education Committee and is currently with the Rules 
and Legislative Oversight Committee.

• SB 869 – Modifies the calculation of the amount a 
school district with one or more pupils attending a 
charter school shall pay to the charter school

Public charter schools in Kansas City and St. Louis 
currently receive less funding per student than 
traditional public schools in the same district, due to 
access to fewer funding sources. In addition, because 
funding for charter school students is taken from the 
state funding for a public school district, once the 
amount due for charter school students exceeds the 
amount of total state funding for a district the charter 
school students will not get their full share. SB 869 
fixes these glitches. It has been passed by the Senate 
Education Committee and now awaits consideration by 
the full Senate.  

There are also bills being considered that would fund the 
Empowerment Scholarship Program established last year, 
codify into the Missouri Constitution the rights parents 
have in regards to their children’s education, and create 
a State Accountability Board for education. Show-Me 
Institute analysts are closely following all of them, and 
we hope to see some wins for Missouri families before 
the session ends.
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Electric vehicles (EV) are a hot commodity, so it’s 
unsurprising that many elected officials want to 
join the (electric?) bandwagon and encourage EV 

growth. However, this support is often misplaced.

One recent example is the $9.2 billion in tax credits 
for buying an EV in the federal infrastructure bill. 
Data from the Energy Information Administration and 
Congressional Budget office show the credits will have 
little to no effect on how many EVs are expected to 
hit the roads over the coming decade. Essentially, this 
amounts to putting taxpayer money into the pockets of 
people who were going to buy an EV anyway. 

There are, however, free-market solutions that would 
improve the EV market. Knocking down barriers to 
customers accessing new technology is good policy, and 
there are several ways to apply this to EVs.

One idea is to reform how Missourians buy their cars. 
Many EV companies (including most new ones entering 
the market) use a “direct sales” model of operation. This 
means customers buy cars from manufacturers directly 
without going through a dealership. Current Missouri 
statutes, on their face, do not permit this practice. 
Several years ago, Tesla was taken to court over the 
legality of selling its cars to customers without using a 
franchised dealership. While Tesla eventually won, absent 
a revision of the Missouri statutes, it’s not clear if other 
EV companies would be granted the same freedom to 
sell. Dealerships should add value to these transactions, 
not stop them from happening. Expressly granting 
Missourians the freedom to buy an EV (or any other type 
of car) directly from the manufacturer is an easy way to 
allow the EV market to grow.

Free-market reforms can also make it easier for drivers 
to charge their EVs. Charging an EV is different from 
fueling a traditional car. Instead of driving to a gas 
station, drivers must incorporate charging into their 
everyday lives. This means that charging stations will be 
dotting local landscapes and thus will be subject to local 
zoning and permitting laws. However, the patchwork 
nature of municipal codes often creates confusion and 
construction delays, making it harder for businesses 

and property owners to install chargers. Dozens of cities 
and counties nationwide have streamlined their codes 
to allow chargers to be built in all zoning districts, with 
some even granting the necessary permits in a day. Local 
officials in Missouri can follow their lead and encourage 
EV market growth by making the process more 
straightforward.

Instead of focusing on these market-based reforms, 
though, state and local policymakers in Missouri are 
warring over whether municipalities can mandate the 
installation of charging stations at property owners’ 
expense. Several St. Louis–area local governments 
are requiring EV chargers to be included in new 
construction and major property renovations. Charging 
stations cost several thousand dollars apiece, and each 
mandate shunts these costs entirely onto the property 
owners. In response, the Missouri House has passed a 
bill (which is in the Senate as of this writing) that would 
require municipalities that mandate chargers to pay 
businesses for the costs of installing them. Instead of 
forcing businesses or local governments to pay the costs 
of EV infrastructure, wouldn’t it be better to focus on 
ways to get burdensome regulations out of the way and 
let the market adapt to EVs?

Free-market reforms can help grow the EV market 
without wasting taxpayer money. The EV market may 
be on the verge of rapid growth, and that growth should 
be driven organically by customer demand rather than 
unsustainable policies. 

Jakob Puckett

FREE-MARKET REFORMS, NOT 
SUBSIDIES, CAN ENCOURAGE EV 
MARKET GROWTH
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5ANOTHER LIHTC LETDOWN
Elias Tsapelas

Year after year, we are reminded why the state’s 
low-income housing tax credit (LIHTC) program 
is a bad deal for taxpayers, but for some reason, 

our elected officials never seem to learn the lesson. In 
late December, the Missouri Housing Development 
Commission (MHDC) met to dole out the state’s 
credits for 2021, and there was reason to believe some 
measurable improvements were on the horizon. Instead, 
taxpayers got more of the same.

Show-Me Institute researchers have written for years 
about the many problems with Missouri’s LIHTC 
program, and the program’s suspension in 2018 and 
2019 helped shine a light on its glaring issues. Prior 
to the pause, Missouri had one of the most generous 
LIHTC programs in the country, matching each 
federal dollar on a one-to-one basis (there’s a federal 
program—Missouri’s LIHTC program supplements 
federal dollars). But when our state stopped matching 
the federal credits, the number of affordable housing 
projects in development across the state remained largely 
unchanged.

To be clear, if Missouri’s LIHTC program was as 
critical to affordable housing development as many of 
the program’s supporters suggest, effectively halving 
the taxpayer investment in each project 
should have reduced the number of 
applications for subsidies. But despite 
this new evidence that LIHTC is an 
ineffective program, it was brought back 
in 2020. 

Over the past two years, the MHDC 
implemented reforms to the program that 
were aimed at increasing accountability 
and allowing each state tax dollar spent 
to go a little further. Supposedly, one 
of the most promising reforms was a 
pilot program that allowed developers 
to sell their LIHTCs to investors for 
more than ever before. Shortly after the 

MHDC gave out credits for 2021, State Treasurer Scott 
Fitzpatrick released a statement showing the average sale 
price had indeed jumped by nearly $0.10 per credit in 
2021. Unfortunately, this increase did not translate to 
any more affordable housing being built. According to 
the MHDC’s newest project approval data, the number 
of projects and the number of units in projects approved 
for LIHTCs in 2021 decreased compared to 2020.

In fact, even the number of applications for LIHTCs 
declined in 2021. This means that while the recipients 
of these credits received more money for them, those 
gains failed to translate into any improvement for state 
taxpayers. To recap, for two consecutive years (2018 
and 2019), Missouri saved millions by forgoing the 
state’s investment in the LIHTC program. The federal 
program continued in its absence, and the same amount 
of affordable housing was built each year, but at a lower 
cost to state taxpayers. Now the program’s back, and 
we’re told that the way to improve it is to make it more 
lucrative for developers. In return, the amount of new 
housing being built once again remains the same. 

How much more money must be lost before our elected 
officials start seeing the program for what it is and end it 
for good?
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POSSIBILITIES FOR TIF REFORM 
IN 2022 LEGISLATIVE SESSION
Corianna Baier

The use of tax-increment financing (TIF) has 
ballooned since its inception in Missouri, 
with 417 TIF project reports submitted to 

the Missouri Department of Revenue in 2021. This 
economic development incentive program, which diverts 
property and economic activity taxes to developers, 
has become common across the state, much to the 
detriment of taxpayers and taxing districts.

The proliferation of TIF has had many effects on 
Missouri and its cities:

1. It has increased government management of 
the economy, further empowering planners and 
bureaucrats rather than the free market to determine 
where businesses locate.

2. It has made subsidies a permanent fixture of 
development in our communities.

3. It has failed at one of its main purposes: economic 
growth. When the East-West Gateway Council 
of Governments examined this issue several years 
ago, it concluded that TIF and transportation 
development districts in the St. Louis region have 
created jobs at the rate of one retail job for every 

$370,000 in taxpayer subsidies. That 
is not a road to growth—it is a road to 
poverty.

4. It has authorized local leaders to make 
tax decisions that may benefit their city at 
the expense of everyone else.

Fortunately, two bills moving through 
the legislature would mitigate that fourth 
problem. House Bill 1598 requires a 
separate vote to approve the diversion 
of dedicated public safety taxes to 
subsidize TIF-related projects. Senate 
Bill 874 allows school districts to exclude 
real property from a proposed TIF 
redevelopment area if it is determined 
that the redevelopment will harm the 
school district. 

TIF diverts tax revenue away from more than just 
the city, and this is a huge problem. School districts, 
emergency service districts, and others lose out on 
tax revenue when TIF projects are implemented 
Nonetheless, those taxing agencies have very limited say, 
if any, in the overall process. This imbalance can have 
disastrous effects, especially when TIF is used for projects 
with a residential component. Residential developments 
can add dozens of families that require public safety 
services and education, yet TIF can mean that service 
providers do not receive any increase in tax dollars to 
account for the new residents. 

If these bills pass, it would be a step forward in limiting 
some of the harms caused by TIF. While the bills do 
not limit the use of TIF directly, it’s possible that fewer 
incentive packages will move forward if school districts 
opt out. More taxes should be exempt from TIF projects. 
At the very least, taxing districts that are impacted by 
economic development projects ought to have a voice in 
approving these projects if they’re going to bear a cost for 
them. 
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Use taxes in Missouri are simply sales taxes 
on goods delivered to your home. Local 
governments have been authorized to collect use 

taxes for a long time—predating the internet, even—but  
such taxes were not widely adopted. Collecting sales 
taxes on the Thatcher family’s Sears catalog purchases 
in Hannibal was a lot of work for little revenue. The 
internet has altered that. The recent Supreme Court 
decision South Dakota v. Wayfair, Inc., changes to state 
legislation, and the tremendous increase in e-commerce 
during the pandemic have all combined to greatly 
increase the need or desire (depending on your point of 
view) for governments to tax online sales. 

E-commerce now makes up over twelve percent of 
total sales in the United States, according to the U.S. 
Department of Commerce. For local government in 
Missouri, twelve percent is a lot of sales not to tax. Many 
cities and counties in Missouri have placed a use tax on 
the ballot for the April 5, 2022 elections. Expanding 
the tax base with a use tax, if done in conjunction with 
a reduction of other, more harmful taxes, could be a 
beneficial change for local government in our state. But 
let’s be clear: If there is no corresponding reduction in 
other taxes, this is a tax increase on residents.

It is a central tenet of good tax policy that a tax base 
should be as broad as possible. The more expansive the 
tax base, the lower the rate that must be imposed to fund 
the functions of government. 

Local governments are awash in federal COVID-
relief and stimulus funds, home values have risen 
dramatically, and tax collections during the pandemic 
did not fall as much as some feared. As a result, most 
local governments do not need use taxes to meet vital 
needs right now. A use tax could be approved by voters 
to responsibly expand the tax base and equalize the 
competition between online and physical stores, but 
it should not be approved simply to grow county or 
municipal government revenues. Imposing a use tax in 
a revenue-neutral manner is not a new idea. It is exactly 
how the Missouri Legislature addressed this issue with 
the state’s new use tax law in 2021. 

7USE TAXES SHOULD EXPAND 
THE TAX BASE, NOT THE SIZE OF 

GOVERNMENT
David Stokes

There are a number of ways for counties and cities 
to offset use tax revenues. For smaller communities, 
simply guaranteeing to participate in the annual “sales 
tax holiday” period could be enough. Other options 
for cities and towns include eliminating more harmful 
taxes, such as the paradoxical local sales tax for economic 
development or the quarter-cent optional general sales 
tax. Reducing the local utility tax rate would also be a 
good exchange. For some counties with high commercial 
property taxes, reducing the commercial surcharge is a 
worthy option. Finally, a simple property tax cut would 
be a direct way to make the use tax revenue neutral.

The imposition of more local use taxes throughout 
Missouri could be a positive policy change. It could also 
be an easy way for politicians to just raise taxes again. 
By pledging to enact offsetting revenue reductions, local 
officials can amplify the public benefits while curtailing 
the tax impact on residents and businesses. That is a 
plan I think most taxpayers and voters could support. 
Without such a commitment, though, the use tax is just 
another tax increase. 

Now, where did I put my Sears catalog?  
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Now more than ever, we hope you 
will stand with us as we work to 
build a more prosperous future for 
all Missourians. With support from 
individuals like you, the Show-Me 
Institute is able to advance liberty 
with individual responsibility by 
promoting market solutions for 
Missouri public policy.

Support the Show-Me Institute at showmeinstitute.org/donate


