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I.

School Choice
A.

Charter Public Schools

Texas has a robust public school choice program in the form of charter schools. Charter campuses are
public schools. They are funded based on daily attendance, just like traditional public schools. They must
comply with state and federal laws relating to things like special education and academic accountability.
The two main areas in which charter public schools differ from traditional public schools are, first, that
they do not receive funds from local tax revenue, and, second, they have considerable leeway in
operations and ability to innovate that traditional public schools lack.

1.

History and Background of Charter Schools in Texas

The Texas Legislature authorized public charter schools in 1995 with the passage of Senate Bill 1.i SB 1
supporters argued that “charter schools allow educators to be more innovative and creative and give
parents and community leaders more input in public education on the local level.”ii Indeed, the charter
school provision in SB 1 was adopted, in part, because the state “recognized that it is important to waive
certain regulations to allow schools to try innovative programs. Charter schools would give teachers and
parents who want to try new ideas the maximum flexibility they need without having to request a
waiver from the education commissioner.”iii
Charter schools in Texas accept students on a first-come, first-served basis, using lotteries when school
capacity is reached. While subject to the same academic and accountability standards as traditional
public schools, charter schools have considerable flexibility in terms of operational structure, practices,
and personnel. This flexibility provides charter schools with the unique ability to meet the needs of
diverse individuals and student bodies in different ways. The charter model allows schools to react to
market forces, creating schools that focus specifically on college preparation, high-tech and STEMfocused fields, or create campuses that focus more heavily on the arts, to name a few examples. Above
all else, charter schools are important because they bolster the ability of parents to choose the best
education for their child. The growing demand for public school choice serves as evidence that the
traditional public school inside of district-drawn boundaries is simply not the best option for all of the
roughly 5.4 million public school students in Texas.iv
The success story of charter schools in Texas should not be understated. Student enrollment in charter
schools was roughly 12,000 students in 1999. That number has increased to over 270,000 students in
2018, for an astounding increase of over 2,100% students enrolled.v

3
Texas Conservative Coalition Research Institute
txccri.org

Limited Government – Individual Liberty
Free Enterprise – Traditional Values

Source: Texas Charter Schools Associationvi

Enrollment growth only tells a partial story, however. Over 141,000 students are on waitlists to enroll in
charter schools, further highlighting the demand that these alternatives to traditional public schools
have created.vii
While charter schools have become exponentially more popular in Texas, the same story has played out
on the national level. At the time of SB 1’s adoption in 1995, only eleven states had authorized the
creation of charter schools, making Texas a leading reform state in public education.viii In 2018, 44 states
and the District of Columbia now have charter schools.ix
The results of the charter school program in Texas have been encouraging. Fewer than 8% of Texas’s
8,759 public school campuses are charter schools, yet sorting overall performance of school district
number grades on TXschools.org, 20 of the top 100 performers are charter schools, for a performance
rate that far outpaces the proportion of traditional public schools to charter schools. In fact, among the
191 school districts and charters that scored an “A” grade (90) or higher, 21 percent were openenrollment charters.x
Charter School Reforms of 2013
The aforementioned waiting list for charter school enrollment has been an ongoing issue. Heading into
the 83rd Legislative Session in 2013, the waiting list was already over 100,000 students long.xi At the
time, much of the waiting list was attributed to Texas’s inability to authorize new charters. Prior to 2013,
state law capped the number of charters granted for open-enrollment public charter schools at 215. SB
2 (2013, 83R) raised that cap to 303 with incremental increases over a six-year period.xii In September of
2014, the first 10 additional charters were added. It was thought at the time that raising this cap would
go a long way towards addressing the wait list.xiii
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SB 2 also made changes intended to facilitate a more streamlined process for high-performing charter
operators to open new campuses under their existing charters. On the opposite end of the spectrum,
the bill crated a statutory mandate for closure of poorly performing charter schools that fail to meet
academic or financial accountability standards for three consecutive years.
SB 2 also made changes with respect to facilities, providing a right of first refusal to open-enrollment
charter schools located within the boundaries of a school district that intends to sell, lease, or allow use
of unused or underused facilities.xiv Perhaps most importantly, SB 2 shifted the power to authorize new
charters away from the State Board of Education (SBOE) to the Commissioner of Education, a
gubernatorial appointee. The SBOE, however, retained veto authority over new charters.

2.

The Current State of Charter School Policy

Despite what are generally considered successful and positive reforms, charter school expansion in
Texas has stagnated. In the four years following passage of SB 2, the Commissioner awarded only 17
new charters.xv That places total active charters in Texas at 175, well under the charter school cap
thought by many to be restricting charter growth. The cap will rise to 305 in 2019, which means that
other factors are at play with respect to the 141,000 children waiting for charter school enrollment in
Texas. Indeed, the problem is no longer the number of charters allowed. Rather, the process of gaining
approval has become so cumbersome that it is difficult to be granted a charter in the first place. As
Adam Jones and Amanda List explain in a recent case study on Texas charter schools, “it has never been
more difficult to be granted a charter in Texas than it is today.”xvi Several reforms would make that
process simpler, fairer, and better.

3.

Policy Recommendation: Provide a Better Process for Out-of-State
Charter Applicants and Eliminate the State Board of Education’s Veto
Authority Over Charter Applications

The State Board of Education has shown an open bias against out-of-state charter applicants, with one
member openly stating an unwillingness to vote to authorize charters for organizations not founded in
Texas.xvii Adam Jones and Amanda List summarize the current state of affairs with respect to out-of-state
applicants quite well:
No single category of applicants has been less successful in this post-SB 2 process than
out-of-state operators. All three of the charters targeted for SBOE veto have been out-ofstate operators. Some of the applicants applying for a Texas open-enrollment charter
have been from successful organizations outside of Texas with proven records of student
success, applications that SB 2 incentivizes. Nevertheless, some SBOE members believe a
model not home-grown in Texas has no place there, despite extensive vetting and the
commissioner’s seal of approval. There have been no charter school management
organizations (CMO) from out-of-state approved since the new authorizing process. The
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last few generations of charters approved have been home grown with most of the
schools serving small numbers of students, as opposed to established CMO applicants
applying to serve thousands of students and open multiple campuses across the state.xviii
An organization without an already established presence in Texas takes on considerable risk when
applying for a charter in Texas. The process is cumbersome and expensive, which is discouraging
enough, but the notion that a charter may be approved on the front end only to be vetoed on the back
end must have a chilling effect on out-of-state operators with a desire to establish schools in Texas.
Moreover, as Jones and List explain, “the SBOE veto does not lead to better outcomes in charter
authorization and increases the risk for any charter organization to try to operate in Texas.xix
The SBOE veto should be repealed from statute. The process for charter approval is extensive. In any
given year, between 37% and 9% of applications are ruled incomplete and discarded. Of those deemed
complete, only a small fraction is actually sent to the SBOE for approval. Between 2013 and 2017, the
SBOE did not approve of 7 out of a total of 26 applications it reviewed.xx Any charter application sent to
the SBOE should be given an opportunity to open a campus start educating children. Innovation
produces both successes and failures. Charters that survive the application process, but still do not
perform, can be revoked, but they should be given a chance to succeed.

4.

Policy Recommendation: Simplify and Modernize the Charter
Application Process

The SBOE’s veto authority on the back end is but one issue. The actual application process for a charter
in Texas requires an overhaul. A 2019 applicant must clear a five-stage process, each stage of which
could be improved.
First, a completion check of the application is conducted. This stage is a pass/fail analysis of whether the
often hundreds of pages in an application are complete. The actual application is considerably outdated.
Submission requires six hard copies at the time of submission. As Jones and List explain, when applicants
are denied based on an incomplete application, they are notified concurrently with their rejection and,
thus, given no opportunity to correct errors or omissions. Moving to an online application process with a
“save” feature is an obvious policy change at this stage, as is allowing corrections and updates to an
incomplete submission.
Second, the Texas Education Agency (TEA) orders a panel of experts in education, finance, and
operations to conduct a review of the charter application. The panel members each score the
application using a standard rubric and submit their scores back to TEA. Most applications do not score
the required threshold of 85 in order to advance to the next stage of the process. Jones and List are
highly critical of the external review process:
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Of the current phases of applicant review, none is more dangerous to an applicant than
the external review process. All applicants are reviewed by five external reviewers chosen
by TEA. The make-up of the review panel is not consistent across applications. In other
words, an applicant could have five sympathetic reviewers, five hard graders or—as the
law of averages would dictate—something in between. TEA mitigates against scoring
variance by discarding the highest and lowest rankings. That is a statistically specious
accommodation: it assumes an outlier on both sides of the review spectrum.xxi
Jones and List go on to highlight examples of panel members submitting scores that vary wildly with
respect to the same applicant. Their recommendations include requiring the same panelists on all
applications in order to provide consistency and fairness in scoring. They also argue that failure to score
85 in the external review should not be fatal to an applicant. Rather, external scoring should serve as a
guide for the commissioner and his staff when conducting their own review in stage three.xxii Stages two
and three could be reversed so that the external review is less a “weeding out” process and more of a
check to justify that the commissioner and his staff can justify their internal analysis.
In stage four, the commissioner and his staff will conduct interviews with applicants that have made it
through the external and internal reviews. Relevant questions that arose in the process will be asked.
Unless significant issues arise, the commissioner will propose the charter for authorization and the SBOE
will have an opportunity to veto the applicant.
Between eliminating the SBOE’s veto authority, modernizing the application process, and reforming the
external review of charter applications to make it a less rigid stage, Texas could return to a system in
which innovation and risk are highly valued components of the state’s most significant school choice
program.

B.

School Choice Programs for Students with Special Needs
1.

The Need for School Choice in Special Education

The succinct argument for school choice in general is that it empowers students and parents to shop
within an educational marketplace to find a learning environment that works best for their own unique
needs. The additional arguments—that school choice produces better outcomes in students and
improves education overall—are supported by evidence, but they buttress the self-evident argument
that public schools do not, and indeed cannot, serve the different needs of all students.
That basic and straightforward argument applies with even greater force when the student population
at issue is students with special needs. At the federal level, the Individuals With Disabilities Act (IDEA)
allows parents to enroll their children in private school and seek federal reimbursement for tuition and
related expenses if a free public school fails to meet the student’s educational needs. In a unanimous
decision from March 2017, the United States Supreme Court ruled that IDEA requires school districts to
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offer an Individualized Education Plan (IEP) that allows a child to make educational progress appropriate
for that child’s circumstances.xxiii
In Texas, the issue of the public education system failing to serve its special needs population became a
matter of public concern when the Houston Chronicle published its “Denied” series, which highlighted
how Texas arbitrarily denied services to thousands of special needs children.xxiv Beginning in 2014, the
Texas Education Agency informally capped special education spending to no more than 8.5 percent of all
students. The Chronicle explains:
The efforts to keep down the special education population, which started in 2004 but
were never publicly announced or explained, saved the Texas Education Agency billions
of dollars but denied vital supports to children with autism, attention deficit hyperactivity
disorder, dyslexia, epilepsy, mental illnesses, speech impediments, traumatic brain
injuries, even blindness and deafness, the investigation found.xxv
The state acted quickly to address these issues when they came to light. The Legislature passed Senate
Bill 160, which prohibits the Texas Education Agency from evaluating school districts based on special
education enrollment. TEA has overhauled its special education oversight, added roughly 40 new staff,
and plans to spend the necessary money to enroll more students in special education.xxvi
Addressing the state’s special education issues is estimated to cost an additional $3.3 billion over the
next three years as roughly 150,000 special education students are expected to receive the assistance
that was previously unavailable.xxvii
That is where school choice for students with special needs should be an obvious option. The state’s
failure to adequately provide for special education services is evidence enough that the traditional
public school system is ill-equipped to address these needs. While fixes are necessary and forthcoming,
they will not eliminate the need for the options that a choice program provides. The state has failed
these students and their parents. It should now empower them to seek out alternatives.

2.

Successful Policies in Other States

Eleven states have voucher programs designed specifically for students with special needs.xxviii Five more
have education savings accounts for students with special needs.xxix Two states offer tax credit
scholarships for students with special needs.xxx
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Source: National Council on Disability xxxi

These programs are becoming increasingly popular as it becomes clearer that students with special
needs are left behind when enrolled in a traditional public school. Customized learning opportunities,
specialized therapy and tutoring, and tailored curriculum are all heightened needs in special education.
Indeed, a key finding in a federal report titled “Choice & Vouchers—Implications for Students with
Disabilities,” was that:
Many students with disabilities and their families turn to choice options after
experiencing intolerable conditions in public schools, including the lack of services and
the refusal or inability of public school districts to fulfil their obligations under [the
Individuals With Disabilities Act]; families decide to use choice options and enroll their
children in private schools that may better meet their child’s individualized needs.xxxii
The data support this claim. One survey found that nearly 90 percent of participants in Florida’s voucher
program for students with special needs “were satisfied or very satisfied with the school their child
attends, whereas only 71.4 percent of public school respondents were satisfied or very satisfied with the
school their child attends.”xxxiii

3.

Policy Recommendation: Enact a Statewide Choice Program for
Students with Special Needs

In 2015, the Texas Senate voted to pass Senate Bill 4 creating the “Texas Tax Credit Scholarship
Program,” which would have set up an initial $100 million in tax credits to fund scholarships for lowincome and special needs students who are stuck in failing schools to pay private school tuition.
However, the bill never received a hearing in the House Ways and Means Committee.
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In the 85th Regular Session (2017), House Bill 1335 (Simmons) was offered as a sophisticated vehicle for
education choice for students with special needs and other educational disadvantages. HB 1335 would
have provided for a percentage of what the state spends each year per qualified student in the form of
an Education Savings Account (“ESA”) to customize their education, and/or receive a tax credit
scholarship to help cover extra costs of a quality education. The bill did not receive a hearing until late in
session and was left pending in the House Committee on Public Education.
Following the 85th Regular Legislative Session, Governor Abbott called for a special session. On the call
was school choice for special needs students. Governor Abbott declared that “[o]ne size does not fit all
when it comes to education, and parents of special needs children should have the option to choose the
school that’s best for their child’s needs.”xxxiv Representative Simmons filed House Bill 253 in the special
session, which would have provided a school choice program for students with disabilities by the means
of a tax credit scholarship and educational expense assistance program. Like HB 1335, HB 253 was
heard, but left pending in the House Committee on Public Education.
While these policies have gained little traction in the Texas House of Representatives, they enjoy broad
support among Texans. Polling in Texas shows strong support for school choice, with only one-third of
Texans reporting that they would make a public school their first choice, while almost half would prefer
a private school.xxxv School choice models like Education Savings Accounts (discussed below) are
supported by 61 percent of Texans – tied with Alaska for the highest percentage out of 25 states
surveyed.xxxvi In 2012, Texas Republican Party primary voters were asked whether they agreed with the
statement that “[t]he state should fund education by allowing dollars to follow the child instead of the
bureaucracy, through a program which allows parents the freedom to choose their child's school, public
or private, while also saving significant taxpayer dollars.”xxxvii 85% of Texas Republicans agree with the
proposition, including strong support in rural counties.xxxviii A nearly identical ballot proposition had
overwhelming support in the 2018 Republican Primary election as well. Indeed, when asked if “Texas
families should be empowered to choose from public, private, charter, or homeschool options for their
children’s education, using tax credits or exemptions without government constraints or intrusion,” 78
percent of Republican party voters favored the proposition.xxxix In fact, 250 of the 254 counties in
Texas—the vast majority of which are entirely rural in nature—supported the proposition.xl Three
counties tallied 0 votes for or against. Hemphill County, with a vote of 466 in favor and 486 against, was
the single county in Texas that voted against the proposition and it only did so with a narrow 49% to
51% margin.xli
School choice policies should be a priority in the Legislature, and a narrowly focused program for
students who need it the most is an excellent place to begin.

C.

Digital Education

Government is slow to change, particularly when its institutions are old, large, and well-funded.
Education funding in Article III is the single largest spending article in the state budget, with an
appropriation of nearly $81 billion for the 2018-19 biennium.xlii That’s over 37 percent of the entire state
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budget. Over $60 billion in Article III appropriations is dedicated to public education.xliii It should be no
surprise that public education in Texas continues to use a model developed throughout the 19th and
20th centuries. Students attend schools based on geographic boundaries. Once in the classroom, a
specific number of students are taught according to a rigidly planned curriculum by the same teacher
each day of a grade level. That changes slightly in middle school and high school grades when specific
courses are taught by specific teachers. Nevertheless, the same student pool is taught by the same
teacher pool. This model is outdated, and students should be provided the advantages that are afforded
through new and developing technologies.
Technology in the classroom and how it is used are issues of paramount importance. Within the existing
structure of public education, technology can change the learning process. The right tools—computers
and tablets—and the right learning software can personalize learning in ways previously not possible.
Blended learning, for example, empowers the student to move at his or her own pace with less teacher
interaction and more learning by doing. In one 2017 study, 57 percent of teachers who use blended
learning in their classrooms said that technology has helped those students collaborate more with their
peers, and 48 percent stated that digital tools have helped students take greater ownership over their
studies.xliv Direct instruction will always matter, but blended learning changes the process, providing
new ways of learning through personalized instruction and interaction.
Beyond in-classroom reforms, school choice through virtual schooling takes the traditional model of an
instructor providing educational lectures, but creates a marketplace where students can bypass the
limitations created by classroom assignments based on geographical location and access courses and
lectures from top instructors across the state, nation, and world.
Texas has been part of the trend towards incorporating technology and innovation in public education,
but the state is not a leader in this area. Several key policy changes could turn that narrative around
while at the same time benefitting students.

1.

Policy Recommendation: Ensure that Schools are Effectively Using
Instructional Materials Allotments for Technology

In 2011, the Texas Legislature passed Senate Bill 6, which converted a funding allotment specifically for
textbooks to an allotment for “instructional materials.”xlv In addition, the allotment covered
technological equipment and technology-related services. Two session later, the Legislature passed
Senate Bill 810 (Kolkhorst), which formally renamed the allotment the “instructional materials and
technology allotment.”xlvi The bill also requires the State Board of Education to consider a district’s need
for technology when in the process of adopting instructional materials for elementary and secondary
grade levels. The instructional materials and technology allotment may use the funds to purchase books,
computer software, online or electronic course materials, and other similar materials. Districts may also
use the funds to train teachers in the use of technology for educational purposes.
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Despite these efforts, only 13 percent of the instructional materials and technology allotment has been
used to purchase technology.xlvii Districts are not currently required to track expenditures on technology
and digital tools, which makes effectively gauging efficient and successful use of the allotment difficult.
Not only should the state require such tracking, it should publish a biennial report detailing how fund
expenditures are used in terms of technology purchases, what trends are seen when observing from a
state level, and what best and worst practices can be identified.

2.

Policy Recommendation: Provide Educators with the Tools and
Knowledge Necessary to Best Utilize Technology and Digital Learning
Resources

Texas lawmakers have worked hard to provide educators with the necessary tools to properly educate
students. For example, the 84th Legislature created several types of academies to help provide training
and guidance to educators. These include mathematics achievement academies for math teachers of
kindergarten through third grade (SB 934), literacy achievement academies for teachers providing
reading instruction to the same grade range (SB 925), and reading-to-learn academies for teachers who
offer reading comprehension to fourth and fifth graders (SB 972).
A similar authorization could be made in order to properly train educators to effectively utilize
technology and digital tools in the classroom. These academies could focus on things like blended
learning. The state could recognize and certify teachers who successfully complete courses in these
academies. Senate Bill 2050 (85R) by Senator Larry Taylor proposed to enact this reform. The Legislature
should give serious consideration to the same or a similar bill during the 86th Legislative Session.

3.

Policy Recommendation: Lift Restrictions on the Texas Virtual School
Network

Texas has a virtual school network, but, despite its enactment more than a decade ago, it is still in its
infancy. The Texas Legislature created the Texas Virtual School Network (TxVSN) in 2007 and dedicated
funds to it in 2009. The TxVSN has two main component offerings. One is a course catalog with
individual offerings available to public school students. The other is a full-time online school offered to
eligible public school students enrolled in a Texas Education Agency-accredited public online school.
There are currently six TxVSN online schools, including Texas Connections Academy at Houston (Houston
ISD) and Texas Online Preparatory School (Huntsville ISD), to name two examples.xlviii
The TxVSN shows great promise, but lacks the necessary means to provide choice on an impactful scale.
It is largely unknown and is underutilized in terms of the scope of educational choices it could provide.
For example, unless enrolled in a full-time online school, students are limited to three TxVSN offerings.
This is an arbitrary cap that restricts a student’s ability to aggressively utilize online options. This
limitation is codified in Section 30A.153(a-1) of the Education Code and should be repealed.
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Another restriction is on the TxVSN is a requirement that a school offer a course “in a traditional
classroom setting” before it can be offered online.xlix The resources available for online courses are
exponentially greater than those available for a physical classroom setting. The lack of an offering in a
physical setting should not preclude a student from attending such a course online.
The greatest impediments to choice through the TxVSN are the restrictions on the full-time TxVSN
schools. The eligibility requirements essentially restrict full-time enrollment to students who were
enrolled in a Texas public school in the previous year, or are a dependent of a member of the armed
forces.l This excludes homeschool students, private schools students, and students whose families just
moved to Texas from participating. Full-time TxVSN should be an option for all students in Texas who
are eligible to enroll in Texas public schools. They should also have greater than six options, as that is
currently the number of accredited full-time TxVSN schools. School districts offering courses through the
TxVSN should be authorized to offer their courses as full-time options.
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II.

School Finance Reform
A.

Introduction and Summary

Between Governor Greg Abbott, Lt. Governor Dan Patrick, House Speaker Dennis Bonnen, Democrats,
and Republicans, all parties involved appear to have reached a consensus on “school finance” as the
priority for the 86th Legislative Session.li The problem is, however, that “school finance” means different
things to different parties. Indeed, the Texas Tribune’s Ross Ramsey wrote in December 2018 that “[y]ou
can’t fix Texas school finance until you agree on the meaning of ‘fix.’”lii While Mr. Ramsey homed in on
the wrong word, his sentiment is correct. Does fixing school finance mean spending more money? Does
it mean reforming and reducing property taxes? Is it updating and simplifying the state’s funding
formulas? These questions will all come to a head as the legislature begins its work. Thus, it is important
to remember that the parties involved will approach school finance reform from different premises and
agendas. TCCRI’s approach to these issues is to make clear that, while importantly related, the following
points are key and distinct:
•

An overhaul and simplification of the funding formulas is a necessary component of school
finance reform.

•

Property tax reform is a necessary and worthwhile pursuit in its own right. However, unless the
state fundamentally changes the way in which it raises revenue for public schools, it cannot end
recapture, and it cannot truly reform the manner in which public school is financed.

•

More funding for public schools does not amount to “reform” or a “fix” of the school finance
system, no matter what the state’s share is versus local tax revenue.

•

Increasing state funding for public education will not reduce the local property tax burden.

•

Texas should not expect that increased funding for public education will produce better
outcomes across the board.

•

Providing more choice in education is a goal of fundamental importance, and it should be a
priority in reforming the state’s system.

•

If more funding is to be made available for public schools, it should be conditionally based on
(1) an overhaul and simplification of the funding formulas, (2) property tax reform, and (3)
increased choice for students and parents.

This Report will discuss each of those points in detail.
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B.

An overhaul and simplification of the funding formulas is a necessary
component of school finance reform

Setting aside the manner in which tax revenue is collected in order to fund public education, the manner
in which those funds are allocated and disbursed to school districts and their individual campuses is
highly complex, outdated, and inefficient.
The Foundation School Program, which is the mechanism through which state tax revenue and local
property tax revenue are distributed to public schools, supports ongoing maintenance and operations
costs of public schools. The Foundation School Program provides funding through two tiers. The amount
of funding in Tier 1—the largest portion—is determined by counting the number of students enrolled in
general and certain target education programs and multiplying that number by certain statutory
weightings associated with those programs.liii That number is then compared to target revenue, which is
based on the amount per student each school district or charter received in 2006.liv If the number
produced by the formula is not the same as or higher than target revenue, then the state provides
additional funding as hold harmless aid from the 2006 property tax buy down.lv Tier 1 amounts to
roughly 83 percent of the Foundation School Program entitlement.lvi
Tier 2 of the Foundation School Program—enrichment funding—is provided based on pennies of
property tax levied in excess of the rate required to meet the entitlement under Tier 1 funding.lvii A
school district that levies six cents above the Tier 1 level is guaranteed the same return per penny that
Austin ISD would receive.lviii Additional pennies taxed beyond the first six cents are guaranteed to yield
nearly $32 per weighted student.lix Charter schools and other districts without taxing authority receive
Tier 2 funding based on the average number of enrichment pennies levied by those with taxing
authority.lx
If this method of funding schools appears to be confusing, that is because it is. As the next section will
explain, the formula could be simplified considerably.

1.

Policy Recommendation: Simplify the Foundation School Program into a
single tier of funding with fewer weightings and more funding
discretion based on tax effort.

There are few people who understand how Foundation School Program funding actually works, and
even fewer who can explain it with simplicity and clarity. That is because it is not simple, and it is not
clear. Rewriting the formulas in a way that is simple to understand and explain should be a priority.
Determining the basic allotment
TCCRI has long argued for simplification of the state’s funding formulas. First, per-student funding
should be determined by using a basic per-student allotment. That allotment should be multiplied by
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the school district’s Maintenance and Operations (M&O) tax rate. For example, if the basic per-student
allotment is $9,000, then an M&O tax rate of $1 per $100 property valuation would result in no change
to the district’s basic per-student allotment of $9,000. Any divergence from a $1 rate, however, would
affect per-student funding proportionately. An M&O rate of $1.05, for example, would result in a perstudent allotment of $9,450 (5 percent higher), while an M&O rate of $1.10 would raise the district’s
per-student allotment further to $9,900 (ten percent higher). Conversely, an M&O rate lower than a
dollar would reduce the district’s per-student allotment proportionately. A $0.95 rate would yield
$8,550, a $0.90 rate would yield $8,100 and so on.
Once the basic allotment has been adjusted based on tax effort, a basic cost of living (COL) adjustment is
merited in order for funding to reflect genuine disparities in the cost of living in different parts of the
state and how those costs factor into labor and other costs faced by school districts. The regional cost of
living adjustment should be determined by an independent entity, such as the Comptroller of Public
Accounts, the Federal Reserve Bank of Dallas, or a similar type of entity.
Additionally, a district’s per-student allotment should be based on average daily attendance (ADA)
rather than weighted average daily attendance (WADA). The current system’s reliance on WADA
effectively and artificially inflates the amount of students in the public education system and should be
ended. In 2017, there were approximately 5,030,000 students in the public school system (ADA),
whereas the Weighted Average Daily Attendance (WADA) calculation implied about 6,785,000 students
(as a result of the weightings that many students attract in the school finance formulas. For example a
student who attracts compensatory education funding is counted as 1.2 students under the WADA
method because they attract 20 percent more funding than other students). Aggregate or average
figures based on WADA therefore tend to be misleading when compared to actual per student (ADA)
numbers, which more accurately reflect the actual student population.
Eliminate all other weightings and adjustments
All other weightings and adjustment in the current formulas should be repealed. These include:
-

Cost of Education Index

Each school district is assigned a “multiplier” to compensate the district for geographic and cost
differences beyond the control of the district. All districts are assigned a value greater than 1.0, and they
range from 1.02 to 1.20 with an average of 1.08. This multiplier is called the Cost of Education Index
(CEI). Components used in the calculation of the CEI are the average beginning salary of teachers in
contiguous districts, the percent of economically disadvantaged students in the district, the size of the
district, and whether or not the district is located in a rural county. CEI values have not been recalculated since 1991, but a provision in state law authorizes the Commissioner of Education to increase
the CEI for each district if excess funds are available.
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-

Sparsity, small & midsize district adjustments

Small districts are defined as those with fewer than 1,600 students in ADA. Mid-sized districts are
defined as those with fewer than 5,000 students in ADA. An additional adjustment to ADA is made for
districts with sparse student populations. This adjustment allows an inflated ADA figure to be used in
calculations of a sparsely populated district's funding if that district meets certain requirements.
-

Compensatory education weighting

In addition to regular program funding, districts receive 20 percent more to pay for intensive or
accelerated instructional services for students who are performing below grade level or are at risk of
dropping out of school. Funding is distributed to school districts based on the number of students
eligible for the federal free and reduced price meal program. This distribution method has been
controversial in the past because the students that draw down the funding are not necessarily the
students that are served by the programs funded by the revenue.
-

Bilingual education weighting

In addition to regular program funding, districts receive an additional 10 percent for students of “limited
English proficiency” — students whose primary language is not English and whose English language skills
are such that the student has difficulty performing ordinary class work in English.
-

Gifted & talented weighting

In addition to regular program funding, districts receive 12 percent more for programs that benefit
students who perform at a remarkably high level of accomplishment or show the potential to do so. The
number of students for which funds are distributed is capped at 5 percent of a district’s ADA.
-

High school allotment

Districts receive an additional $275 for each student in average daily attendance in grades 9-12 to be
used by the district to enhance educational programs in its high schools.
-

Special education weighting

Districts are entitled to up to five times more funding for a student in a special education program to
reflect the cost of different instructional arrangements for special education students.
-

Career and technology weighting

Districts are entitled to 35 percent more than the adjusted allotment for each student enrolled in a
career & technology program (geared towards acquiring skills for the workforce) in grades 8-12 — or in
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grades 7- 12 if the student is disabled. Districts also receive an additional $50 for each student that takes
two or more advanced career and technology courses for a total of three or more credits or an advanced
course as part of a tech-prep program.
-

Transportation allotment

Districts receive from $0.68 to $1.43 per mile of approved bus route based on the number of students
per square mile for transportation purposes. These reimbursement rates have not been changed since
1984.
Weightings always adjust funding upwards, and provide a false sense of addressing real issues
The argument to eliminate weightings and allotments is not an argument against, for example, properly
funding special education. To the contrary, special education is of paramount importance. The
fundamental problem with the existing weightings is that they do little more than increase the total
funding that flows to a particular school. That school allocates those funds at it sees fit. They do not
necessarily direct funds based on the special education allotment directly into the classrooms that teach
children with special needs. While the inclination may be to require allocation directly to those
programs, the better option is to eliminate such weightings entirely, and let the schools allocate the
money as they see fit—the real reform being transparency and simplicity.
Furthermore, every single weighting and allotment in the current formulas adjusts funding upwards, yet
if that were somehow merited based on need, then it would make sense for weightings to adjust
downward based on lack of need. Gifted and Talented students are presumably performing at a high
level, so it would follow that the schools need fewer resources to teach those students if they need
additional resources to educate students needing bilingual education. The larger point is that schools
have a responsibility to educate children, and all children are different. Under the current system,
almost every student attracts some form of additional funding:

Source: Legislative Budget Boardlxi
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As the table shows, 4.8 million students attract some form of additional weighted allotment, which
amounts to 96 percent of all public school students. Put in this light, Texas’s system of weighted
allotments cannot really be seen as an effort to provide necessary additional funding to the few
students that may require such extra outlay, but rather as a wholesale effort to drive additional dollars
into the system as a whole. The former goal is laudable and should be perfected; the latter requires
substantial accountability and evidence that improved outcomes are the result of such broad-based
weightings.
It is important to know that eliminating weightings and allotments is not intended to reduce funding for
public education. Rather, it is to make funding more transparent and easy to understand, and to more
accurately reflect how the funding is actually used by the districts and schools that receive those funds.
Using a single tier of funding
The system described herein is simple and transparent. Because the primary mechanism in determining
a district’s funding is its M&O tax rate, there is no need for a complicated multi-tiered system of funding.
If a district wants more funding per student, it can raise its rate. If it needs less and wants to lower its tax
burden, it can lower the rate. The main point is that the amount of funding is predetermined based on
an allotment and the tax rate. If property values in the school district are such that M&O taxes raise
more than the predetermined amount of funding, then M&O tax revenues fully fund that district, with
excess revenue sent to the state for reallocation to the districts in which M&O taxes do not raise enough
to fully cover the determined amount of funding.
It is crucial to point out that this proposal does not eliminate recapture. Rather, it works within the
existing framework to simplify school finance and make it more transparent.
Eliminating recapture is a goal worth pursuing, but doing so would require either a reversal of the Texas
Supreme Court’s Edgewood I ruling and subsequent affirmations, or a fundamental transformation of
the manner in which funds are raised in order to pay for public education. Short of those developments,
there must be options within the existing framework to improve the system, and this proposal would
achieve that.

C.

Property tax reform is a necessary and worthwhile pursuit in its own
right. However, unless the state fundamentally changes the way in which
it raises revenue for public schools, it cannot end recapture, and it
cannot truly reform the manner in which public school is financed.

The imperative for property tax reform
Texas needs property tax reform. With the sixth highest property tax burden in the nation,lxii and in
many areas property taxes are rising more than twice as rapidly as population.lxiii Indeed, people in Texas
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are being taxed out of their homes. Governor Abbott’s policy brief laying out his property tax proposal
explains the problems associated with rising property taxes quite well:
•

Property taxes are assessed in perpetuity regardless of the property owner’s ability to pay
the tax and without regard to any ultimate limitation on the amount that can be assessed
against a piece of property.

•

Property taxes are a cause of the social problem of “gentrification,” wherein middle- and
lower-income homeowners are forced to abandon their homes because rising property
taxes are unaffordable. This is a particularly pernicious problem for inner city, minority
homeowners,

•

A costly and intrusive bureaucracy exists to appraise the taxable value of properties and
oversee the collection of taxes from each property owner, rendering property taxation a
highly inefficient form of taxation.

•

Because the property tax is prolific at spinning off revenue to schools, counties and special
purpose districts, it is a singular cause for the growth of local government in Texas and
the massive increase in the number of public sector workers.

•

The Maintenance and Operations property tax used to fund public schools has led to the
creation of the unnecessarily complex “robin hood” school finance system, which entails
“recapturing” vast amounts of property tax revenues and transferring them from one
school district to another. A large state bureaucracy is necessary to administer this
system, and much of the “local control” over school funding is illusory as a result.

•

Property tax rate relief financed by the Legislature is undermined by appraisal increases
or school district tax rate elections, as well as increases in local debt. That rate relief has
crowded out appropriations for other essential services, such as transportation.

•

Property taxes are the remnants of an antiquated system of taxation that was
necessitated because wealth was tied directly to the land: farming and ranching,
primarily. As Texas has urbanized and the economy has shifted largely to manufacturing,
research and development, retail, and professional services, the system of taxation is
outdated. Indeed, wages and economic activity produced by agriculture are dwarfed by
other industries.lxiv

The 86th Texas Legislature must address property taxes through meaningful reform. Governor Abbott’s
2.5 percent revenue cap proposal is the best option currently in discussion. Lieutenant Governor Dan
Patrick and House Speaker Dennis Bonnen recently appeared with Governor Abbott in support of his 2.5
percent revenue cap plan.lxv TCCRI discusses the Governor’s plan and other options in more detail in its
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State Budget and Taxation Task Force Final Report, but adoption of such a plan would be immeasurably
beneficial for Texas and Texas homeowners.
Recapture in the school finance system will not end unless Texas fundamentally changes the way in
which it raises revenue for public schools.
The requirement that public schools be part of “an efficient system” was added to the Texas Constitution in
1876 and has been the focus of litigation in Texas courts since the 1970s. Indeed, the terms and clauses
contained in Article VII, Section 1 of the Texas Constitution have been litigated ad nauseam for more than
three decades.
Going back to Edgewood I (1989), financial efficiency under Article VII, Section 1 requires that school
districts have “substantially equal access to similar revenues per pupil at similar levels of tax effort.”lxvi
To evaluate financial efficiency, the Court focuses on ratios of property wealth per student because “the
relative differences between wealthier and poorer districts . . . can be presented mathematically with
ratios.”lxvii In Edgewood I, for instance, the ratio of the richest district over the poorest district was 700:1,
which the Court found contributed greatly to unconstitutional inefficiency.lxviii Contrast that with a ratio
of 20:1 in West Orange-Cove II, in which the Court found the system constitutional.lxix In the most recent
school finance decision, Morath, the Court found that the ratios at issue “indicate a system that is
financially efficient for constitutional purposes.”lxx While there is “no single magic number or ratio that
determines financial efficiency,” the court found those ratios were “in the range of those from prior
cases where we found the system constitutionally efficient, and well below ratios where we found the
system constitutionally inefficient.”lxxi Therefore, the current system does not violate the financial
efficiency requirement of Article VII, Section 1.lxxii
While the Court in Morath rightfully held the current system constitutional, it is important to note that
the Court did not overrule Edgewood I or any of its subsequent affirmations, meaning that school
funding still requires that each district receives similar funding based on its tax effort. That is why the
Foundation School Program has the current system of recapture, codified in Chapter 41 of the Education
Code.lxxiii
Unless the Texas Supreme Court expressly overrules Edgewood I, Texas will always require wealthy
school districts to subsidize poorer school districts. However, if the state were to fundamentally
transform the way in which it raises revenue for public schools, the system would look a whole lot more
equitable to interested parties across the state. Indeed, writing for a unanimous Texas Supreme Court in
Morath v. Texas Taxpayer and Student Fairness Coalition, Justice Don Willett’s opinion upholding the
current Texas school finance system as constitutional urged the Legislature to “fashion a school system
fit for our dynamic and fast-growing State's unique characteristics.”lxxiv It further hopes that “lawmakers
will seize this urgent challenge and upend an ossified regime ill-suited for 21st century Texas.”lxxv
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1.

Policy Recommendation: Continue to acknowledge that fundamental
reform to the collection of revenue for public education is needed.

Thus, short of overruling Edgewood I and its progeny, the only way to eliminate recapture while
maintaining a constitutional system is by making the revenue raising ability of wealthy and non-wealthy
districts unimportant from a constitutional standpoint. The following options would do that:
1) Eliminate the local M&O tax and replace it with revenue from an increased statewide sales
tax (raise rate and eliminate exemptions, and include real estate sales);
2) Eliminate the local M&O tax and replace it with a statewide M&O tax;
3) Replace the M&O tax with a hybrid of a lower statewide M&O tax and higher sales tax
(consider including real estate sales).
Though each of these plans would require an amendment to the Texas Constitution, each would
eliminate the unpopular mechanism by which local property tax revenues are currently collected in
order to fund local public schools, with large amounts of that funding syphoned off (i.e. “recaptured”) in
order to fund other districts. Instead, raising funds would be a state responsibility, as would allocating
those funds.
Options (2) and (3) —a form of state property tax in lieu of local M&O—are the most compelling options
because they would allow the state to control the property tax rate, and to begin the process of buying
down the tax with surplus revenue. This would work quite will on conjunction with current efforts to
slow the growth of property tax revenue (see Senate Bill 2 (Bettencourt, 86R) and House Bill 2 (Burrows,
86R).

D.

More funding for public schools does not amount to “reform” or a “fix”
of the school finance system, no matter what the state’s share is versus
local tax revenue.

Perhaps the most pernicious and misleading argument surrounding school finance today is that the state
has not kept up with its share of funding for public education. Indeed, the Intercultural Development
Research Organization states that funding has dropped over the last two decades because “the state has
reduced its contribution from 52 percent to 36 percent.”lxxvi Noel Candelaria of the Texas State Teachers
Association writes that the state’s “share of public education funding has been dropping and will reach a
projected, historic low of 38 percent in 2019.”lxxvii The Center for Public Policy Priorities argues that the
state is not paying its “fair share” of school funding, and provides the following illustration:
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Source: Center for Public Policy Prioritieslxxviii

This narrative of the state not keeping up its “share” of public education funding has gone relatively
unquestioned, but that must change. This narrative is false and misleading.
There is no generally agreed upon “share” of state versus local spending on public education, and
certainly no statutory or constitutional requirement, which makes this entire line of argument
somewhat irrelevant. Nevertheless, it should be pointed out that in addition to being irrelevant, it is an
entirely false narrative. The truth of the matter is that the Texas Legislature increases funding for public
education every legislative session. And while the arguments about “share” fail to discuss actual dollar
amounts, public education funding over an eight year period looks like a steady line of upward growth:

Total Public Education
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$115.00
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(Projected)

Total Public Education Spending (Actual Dollars)

While “all funds” is used in the illustration above, it reinforces the fact that all revenues for public
education comes from taxpayers. So, while various parties and interest groups use the “share” of
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funding as an argument for more funding, at the end of the day 100% of public education is funded from
tax revenue of hard-working Texans:

The reason that the state’s “share” has declined relative to local fund has nothing to do with the state
short-changing public education, and everything to do with the fact that school districts have enjoyed
windfall revenue increases from property taxes and rising property values. The following chart provided
by the Texas Education Agency illustrates the incredible growth of public school funding relative to
student enrollment:

As the chart illustrates, growth in funding going back over a decade has far outpaced enrollment growth,
cutting strongly against the arguments that public education is not properly funded and that funding has
not kept up with growth as necessary.
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E.

Increasing state funding for public education will not reduce the local
property tax burden.

Related to the argument that the state has not maintained its “share” of public education funding is the
argument that the state must contribute more money to public education so that school districts don’t
have to raise so much revenue through M&O property taxes. This is and will be a key point of discussion
in both property tax reform and school finance reform during the 86th Legislative Session. There are
several key points to remember in this debate.
Increasing state funding for public education will not obligate school districts to lower their tax rates.
The arguments about the state’s “share” of public education funding are simply arguments in favor of
more funding. Put differently, they are not arguments about property taxes being too high or property
tax revenues being too great. If the Legislature appropriated an amount of state funds sufficient to make
the state’s share greater than that of the local share, school districts arguing that their own “share” is
not keeping up with the state’s “share” would be few and far between, if any existed at all. Indeed, if the
state’s “share” of public education were really the issue, then school districts could easily restore
proportional funding by cutting property taxes, which would be sure to increase the state’s share.
Conservatives should not oppose more funding for public education (discussed in more detail
below),but increasing funding in order to restore the state’s “share” of funding does not amount to
school finance reform, and it will not lower property tax burdens. Arguments to the contrary should be
addressed and rebutted directly and forcefully.

F.

Texas should not expect that increased funding for public education will
produce better outcomes.

Central to the debate over school finance and reform will be the question of more funding. The common
argument is that public education is underfunded, and more funding will improve public education.
Indeed, the Intercultural Development Research Organization argues that “[a]s the state defaults in its
responsibility to fund education, most school districts in Texas, and especially property-poor districts,
are stressed to raise taxes and are unable to deliver the quality education that all students deserve.”lxxix
Once again, increased funding should be part of the debate over school finance, but the argument that
increased funding will produce better outcomes is unsupported by objective data to the contrary.
For example, In determining whether or not the school finance system, as a whole, provides for a
general diffusion of knowledge, the Texas Supreme Court rejected Plaintiffs’ arguments that differences
in achievements among subgroups of economically disadvantaged students make the system
constitutionally inadequate.lxxx Interestingly, the Court looked at the “Coleman Report,” which pointed
out the following with respect to student and school performance among subgroups:
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This analysis concentrated on the educational opportunities offered by the schools in
terms of their student body composition, facilities, curriculums, and teachers. This
emphasis, while entirely appropriate as a response to the legislation calling for the survey,
nevertheless neglects important factors in the variability between individual pupils within
the same school; this variability is roughly four times as large as the variability between
schools. For example, a pupil attitude factor, which appears to have a stronger
relationship to achievement than do all the “school” factors together, is the extent to
which an individual feels that he has some control over his own destiny.lxxxi
Indeed, the Court cited research demonstrating “a weak correlation between public school funding and
educational achievement.” Reference to the Coleman Report, while not controlling, is indicative of the
Court’s larger rejection of the premise that more money is required for better outcomes. The Court’s
opinion is supported by data available through TXSmartSchools. Operated by the Texas Comptroller,
TXSmartSchools objectively shows that low spending districts often outperform high spending districts.
Thus, it is more likely that how the money is spent is far more important than how much.

G.

Providing more choice in education is a goal of fundamental importance,
and it should be a priority in reforming the state’s system.

A considerable body of research and literature exists on the results of school choice programs. EdChoice
publishes a report called “A Win-Win Solution: The Empirical Evidence on School Choice,” which
summarizes the existing literature on school choice programs across the nation, from smaller charter
school programs all the way up to statewide voucher plans.lxxxii Last updated in 2016, the report looks at
over 100 empirical studies on school choice and finds the following:
•

•

•

•

Of the eighteen random assignment studies examining outcomes for students utilizing choice
programs, fourteen find that choice improves student outcomes. Two of the eighteen studies
found no effect. Only two of the eighteen studies found a negative effect. While those two
studies are oft-cited by choice opponents, those results are easily explained by hostility to
Louisiana’s voucher program, which was the subject of those two studies.lxxxiii
Of the thirty-three empirical studies examining school choice’s effect on outcomes in public
schools, thirty-one find that school choice improved outcomes in the public schools students
left behind. One study found no effect. One study found a negative effect.
Of the twenty-eight empirical studies concerning choice programs and their fiscal impact on
taxpayers and public schools, twenty-five found that choice programs save money. Three had
neutral results. No empirical study has shown choice to have a negative fiscal impact.lxxxiv
Of the ten empirical studies examining racial segregation in schools, nine studies found that
school choice reduces segregation by moving students from more segregated schools into less
segregated schools. Only one study found no effect. There is no empirical study finding that
choice increases racial segregation.lxxxv
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•

Of the eleven empirical studies examining the effects of school choice on civic values and
practices, eight studies found that school choice improves civic values and practices. Three
studies found no effect. No study has found a negative effect.lxxxvi

No matter what opponents argue, the overwhelming conclusion that can be drawn from empirical
evidence is clear: school choice produces positive, desirable results across the board. As the debate over
school finance reform advances during the 86th Legislative Session, school choice is not a policy that
should be secondary. To the contrary, it should be a central feature of any larger set of public education
reforms. This Final Report discusses school choice in detail and make several policy recommendations
ranging from a broad statewide choice plan all the way down to smaller reforms to charter schools and
the availability and utilization of digital education. The Legislature could enact any to all of these policies
and positively impact the lives of millions of Texas school-aged children.

H.

If more funding is to be made available for public schools, it should be
conditionally based on (1) an overhaul and simplification of the funding
formulas, (2) property tax reform, and (3) increased choice for students
and parents.

Several references are made in this report to increased funding for public education. To summarize,
increased funding for public education should not be expected to improve public education, or to lower
property tax burdens, and certainly should not be considered a “reform” to the school finance system.
However, increased funding for public education should be made available if the Legislature attaches it
to meaningful reforms. As an absolute prerequisite, property tax reform in the form of the 2.5 percent
rollback proposal being advanced by Senator Bettencourt and Representative Burrows (SB2 & HB2, 86R)
and supported by Governor Abbott, Lieutenant Governor Patrick, and Speaker Bonnen is necessary. In
addition, an overhaul and simplification of the funding formulas should also be requirement and
absolute prerequisite. Last, some form of increased choice in public education should be authorized, be
it a statewide voucher or education savings account, increased access and utilization of digital education
tools, or greater access to charter schools. Achievement of these goals would be reform justifying a
robust discussion over increased public education funding.
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