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Every Texan is an independent public policy organization that uses data and analysis to
advocate for solutions that enable Texans of all backgrounds to reach their full
potential. We believe all Texans should have access to high-quality education that aids
in their social and economic well-being.

The property tax rate compression, passed as part of HB 3 in 2019, is growing the
state’s share of school funding but does not benefit our classrooms. While HB 3 made
an ongoing financial commitment to property tax cuts, no similar promises were made
to the children of Texas to keep pace with rising education costs or fix other funding
shortfalls.

Tax Compression Shifts Funding from Local Property Taxes to State Funds
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Source: Legislative Budget Board. Fiscal Size-Up 2024-2025. State and Local Foundation School Program Shares for Maintenance
and Operations FY 2019-2025. Recapture as part of the state share.

The most harmful aspect of HB 3 is that it forces individual school districts to compress
property tax rates based on property value growth that is greater than statewide average
growth. As a result, the main property tax rate used to support schools varies across
districts rather than everyone taxing at the same rate and receiving similar levels of
revenue. This undermines the goal of statewide equity in our school finance system,
adopted by the Legislature decades ago.
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Elimination of Tax Equity:
Different Tax Rates Generate Similar Levels of Revenue
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Source: Texas Education Agency. Maximum Compressed Tax Rates for Tax Years 2019-20 through 2024-25.

With a record beginning balance of $32.7 billion, the 88th Legislature made the decision
to prioritize tax cuts over investment in our students and teachers. The 2024-25 budget
included $17.6 billion in school property tax cuts. If that money had been spent on our
schools instead, every district would have received an additional $3,454 per student in
ADA (average daily attendance).’

The budget is a declaration of values, and a look at school funding over the years shows
the Legislature is clearly prioritizing tax cuts over investments in the school children of
Texas. Cumulatively, the Legislature has directed $34.8 billion dollars towards school
property tax cuts since 2020.2 Yet, adjusted for inflation, real funding per ADA has
declined by $1,419 since 2020 when HB 3 went into effect.

School Funding is Not Keeping Pace with Inflation
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Source: Legislative Budget Board. Fiscal Size-Up 2024-25. In constant 2016 dollars — based on updates LBB made for inflation only
(not population). Includes federal, state, and local funds. Funding spike in 2021 is due to one-time federal COVID funding.

1 Legislative Budget Board. Fiscal Size-Up 2024-25. Funding per ADA based on LBB projections of 5,095,452 students in 2025.
2 Legislative Budget Board. Fiscal Size-Up 2020-21 to 2024-25.
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These Legislative Budget Board estimates include $3,962.7 billion set aside for schools
in the 2024-2025 budget that are being held hostage by Governor Abbott because the
Legislature did not pass a private school voucher bill.

The main driver of this decline in funding is that the basic allotment has remained
stagnant at $6,160 since 2019. If adjusted for inflation, the basic allotment would be
$7,546 today. That is an increase of $1,386 per ADA over the current value.

The Basic Allotment Loses Value Each Year
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Source: Bureau of Labor Statistics. CPI Inflation Calculator using July estimates for 2020 through 2024.

Adjusting the basic allotment for inflation is not enough. The basic allotment, the
primary building block for the school finance system, is completely arbitrary. Instead,
the Legislature should base it on what it costs to provide a high-quality education to our
students and a living wage to teachers and other school employees.

Funding our schools is not a question of money. It is about priorities. Further tax
compression and efforts to eliminate the M&O tax (maintenance and operation) puts
our kids last. Before directing another dollar to school property tax cuts, the Legislature
should:
e Conduct a cost study to determine an adequate level for the basic allotment, and
then adjust that amount annually for inflation;
e Fund schools based on enrollment rather than attendance;
e Provide full-day funding for full-day Pre-K, rather than the current half-day
funding;
e Increase the weights for emergent bilingual and low-income students;
e Provide free school meals for all children;
e Revamp special education funding based on recommendation made by The
Commission on Special Education Finance.

P.0. Box 17457 | Austin, TX 78760 | Phone 512.320.0222 | EveryTexan.org



