PAGE  
5

Allocation of School Funding in Texas

Fidel R. Rul III

Ecological Economics

August 5, 2004

“A general diffusion of knowledge being essential to the preservation of the liberties and rights of the people, it shall be the duty of the Legislature of the State to establish and make suitable provision for the support and maintenance of an efficient system of public free schools”  Tex. Const. of 1845, art VII, § 1 (1845).  While the State legislators have recognized the need for adequate public schools they do not agree on how to finance them.  The main source of funding is from local property taxes.  The property tax rate is governed by the State legislature which has capped it at $1.50 per $100 of valuation.

Many school districts have been forced to charge at or near the legal limit for local property taxes that it has effectively become an illegal state property tax.  Wealthier schools would like the funding system declare unconstitutional, which would force lawmakers to come up with a new system.  Texas’ constitution prohibits a state property tax.  “Public schools are funded with a combination of state, federal, and local property tax money” (Mabin, 2002).  The State’s high court has not ruled on the issue, which has become the focus of lawmakers who have promised to improve the complex finance system called “Robin Hood.”

The wealth-sharing school funding currently used by the State, has survived many legal challenges since it was written in 1993.  The program sends money from property rich school districts to poorer or smaller districts in an attempt to equalize the chance for basic education for all students.  As the cost to provide adequate education has risen the percentage of state funding has decreased and school districts have been forced to raise their local property taxes to make up the difference.  The core issue is that the state has not fulfilled its obligation to fund public education and this has made both wealthy and poor school districts to raise their property tax to the legal limit.

Attempts to reach funding equality for Texas’ 1,050 school districts have been shape by a series of lawsuits that have reached the Texas and U.S. Supreme Court.  In 1968, in Rodriguez v. San Antonio, the U.S. Supreme Court said that education was not a “fundamental interest” because it was not explicitly guaranteed in the U.S. Constitution.  They went on the say that the Texas funding system did not discriminate against poor children.  Because of this ruling any attempt to attack school funding in Texas and the U.S. has been based on state constitutions and not the U.S. Constitution.  In 1984, in Edgewood ISD v. Kirby (Edgewood I) the Texas Supreme Court ordered the Legislature to create a more equitable system of funding public schools.  It also found that the State had not done enough to bridge the gap between the richer and poorer school districts and did not provide an adequate education.  So in 1990 the Legislature enacted SB-1 which increased state funding to over $500 million.  Edgewood ISD (Edgewood II) filed another lawsuit claiming that the new law left the system intact and did not guarantee that the same tax amount would produce the same amount of revenue for all school districts.  The Legislature enacted SB-351 which levied a state-mandated $1.00 per $100 of valuation for the first $280,000 of property value per student.  In Carrolton-Farmers Branch School District v. Edgewood ISD, the Texas Supreme Court ruled that the tax was unconstitutional state property tax.  In 1993, the State Legislature enacted SB-7 to create a more equitable school finance system.  It establishes a system of three major elements; the second includes the $1.50 tax cap and the Robin Hood provision, which redistributes the tax revenue from the wealthier to poorer school districts.  In 1995, the Texas Supreme Court ruled that SB-7 is constitutional in Edgewood v. Meno (Edgewood IV).  This provision has been and still is unpopular with the wealthier school districts; they would like the State to increase its share of funding relieving some of the financial burden on local residents.

In response to growing popular pressure on April 20th, Gov. Rick Perry called a special legislative session on school finance ordering lawmakers to start working on a new system.  “Perry has said any replacement plan should eliminate Robin Hood, lower property taxes, maintain funding equity to school and foster a healthier job climate that doesn’t discourage business from relocating to the state” (Castro, 2004).  Some parts of Perry’s proposal would require a constitutional amendment.  This means surviving a popular vote and two-thirds approval in both legislative chambers.

The House leaders revealed an innovated way for distributing state money to public schools, while still considering how to overhaul the way Texas for public education.  “The proposed funding plan would give schools a set amount of money, differentiating for the first time between the cost of primary and high school education”  (Castro, 2004).  The schools would get $4,459 per student in kindergarten through eighth grade and an additional $1000 per student in high school.  With this new plan each school’s bottom line would be adjusted annually to account for rising educational cost and inflation, which is one of the major criticisms that the current system lacked.  “The proposed funding formulas would require an additional $700 million in the state’s education budget, which is now about $30 billion, and would give all schools at least 2 percent more than they receive under the current plan.  This proposal has been hailed as one of the most equitable systems in Texas’ history.

However, it will be difficult to strong connection between property wealth and education revenue.  The state must increase its share of education funding to help narrow the gap between wealthy and poor school districts.  For example, Michigan’s Proposal A radically shifted responsibility for educational funding from local property taxes to the state.  It capped the tax rate the local districts could tax and increased state tax revenue and earmarked more of it for education.  This increased the state’s share of education funding from 37% to 80%.  Michigan also changed its method of distributing education aid.  It adopted a foundation formula to distribute core education aid, supplemented by large education grants to poorer school districts.  The state sought to reduce education funding disparities by reducing local education’s dependence on property tax.  The reduction in education funding disparities will equalize the education capabilities of Texas’ 1050 school districts and give every child a good quality education.

Most will recognize that in order to have a productive workforce we must improve the education of our workforce.  The allocation of funds to the education or our citizens is not an easy task.  “As most economists readily admit, the market is not capable of optimally producing or efficiently allocating pure public goods, which are both nonrival and nonexcludable” (Hardy, 2004).  An adequate public education though provided in the Texas Constitution has had a troubled history and our lawmakers must find ways to efficiently allocate funding to the public school.  According to the Comptroller, “nothing is more important than education.  We need to make substantial changes to how we pay for public schools” (Cortez 2003).
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