
Article 4: Property taxes matter

 Local property taxes account for one-third of total funds going into schools and represent 
over half of the overall state property tax funds levied.  As discussed in prior articles, the 
state school funding formula largely determines school property tax rates and therefore, 
the amount each district receives in state aid.

People often ask, "Why don't we just remove property taxes from the formula entirely?" 
There are several reasons why this isn’t a wise move.

• It would take away roughly $1.1 billion dollars statewide, leaving lawmakers to 
decide whether to raise the state sales tax or income taxes to make up that 
difference. 

• Property taxes also add stability to the funding of schools. For example, if we 
operated solely under the sales tax, the amount available for school funding would 
surely fluctuate depending on consumer spending. 

• Just as many people found out during the 1990s, too much reliance on a single 
funding source invites large swings in funding, which isn’t good for an entity 
unable to layoff teaching staff during the year. Diversification is a 
prudent investing strategy that applies to schools as well.

Considering the aforementioned reasons and the present political climate, removing 
property taxes from the school finance formula seems unlikely. 

No public official, whether our local school board and administration, or the city and 
county officials, takes the impact of raising property taxes lightly.  In fact, in most cases, 
public officials exhaust all other options before asking property taxpayers for more 
funds.  However, when the General Assembly cuts short our state aid (as they have done 
twice in the last five years) and we experience additional, unforeseen expenses like 
increased fuel and energy prices, we really have no alternative except to raise local 
property taxes.  Plus, we are prohibited from terminating teachers mid-year to cut costs. 
Cutting field trips and similar expenditure reductions could help, but frankly the scale of 
dollars is so high there's not enough money in these kinds of activities to make a huge 
difference. No one likes property taxes, but for the time being at least, they are an 
essential part of efficiently funding our schools.

Once all 365 districts establish their budgets based on the combination of state aid and 
local property taxes they receive, there are still many restrictions on where and how that 
funding can be spent. We’ll discuss that issue next week in our fifth article on 
understanding school finances.


