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1% system for financing publicschools
/11 relies heavily on praf_)erty‘%’ft'axes and
Fissdd is despised throughotit Texas.
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= omeowners are dismayed about their annual
property tax hills, Political figures,
_officials and individual taxpayers denounce
RUIHII ITL:U-:EM recapture provisions, which take funds from
wealthy districts ond distribure
|.|'||.'|'|'| Lih |'||?|.!l|l."| TR

school

Freguently, these complaints
el iy pledpes o do away with
the system. However, political,
ceonome and secial lorees in
Texas make the death of Rabin
Food extremoely unlikely,

lepst in the shore-werm,

Litigation Drives
Funding Policy

Beginming in the 1970,
citizens i poor school dis
ericds Hled legal challenpes to
Texas' public cducation fnancing
svatern, Pliantifs areoed that
relving an property taxes fiv
sichoul funding made educa-
cion funetion of local wealth, granting an uniair advantage w
chaldren from wealthy arcas, They argued that this vielaced
the U8, Constitution, but federal courts ultimately declined
urisdictn,

Later, podor districts suing in state courts cited Arcle 7
Section |oof the Texas Constitution, which states that e is the
state legislature's duty “to establish and make suiable provi-
sion for the support and maintenance of an efficient svstem
of public free schools” In the suit popularly known as Edge-
wood | those districts argued that the state's financing system
did net provide enough lunding to cover the minimum state-
required educational program.

Despite widespread
dissatisfaction with the
Robin Hood system,
there has been virtually
no support for a
state income tax.

The Texas Supreme Court agreed with che plaintiffs and
opined that an efficient syvstem must provide “substantially
cgual access to similar revenues per pupil at similar levels of
tax cffort.” Basically, this means that a poor district should
vield the same revenue per
pupil from o one-cent tax
increase as any other districe
wolld from the sime one-cent
increase.

Uhis pronouncement focused
the achool funding delate on the
Peanie of eouity among school dis.
tricts, Equity issues drove edu-
caticmal fiscal policy decisions
throug bt el 19908, Four more
Edgewood cases were Litigated in
reaponse to legislative ellores w
meet the equity standard,

Dyuring this series of suits,
the court amd legislatuee also
addressed adegquacy of Tunding,
Adequate funding was deenad
o reguire chat discricts have
“substantially cqual aceess o
the funds necessary to provide an accrediced education” aecard-
ing to the Texas Supreme Court's Edgewood L decision, The
dual requirements of eguity and adequacy became the standard
in the search for an acceprable revenue system for local schoals,

tter Edgewood |, Texas legislators began looking tor

additional revenues to tund poor school discrices. Licu-
tenant Governor Bob Bullock concluded that only a personal
income tax could generate revenues sutficient to address che
equity issue, He submitced a proposal that imposed an in-
come tax for educarion but provided propercy tax relicf by al-

lowing a tax credic for all or part of homeowners' school tax
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relict. Adoption is contingent on voter ap a Alash 2,871 21 frivea B |
proval. Bullocl's amendment passed, buo ] Virginia X014 2 Inellana AL
legiabators were anwilling to try to anacy 23 Nevpda 793 2% Wirginia HAt
the income tax, The iden of a personal 24 Wiaming 762 24 5r::utl"- Ehiakiar H_.";E
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Pexas legislatve circles, ] Creoritha 1703 2 Sy gl a2
The Robun Hood plan was mmplemented a5 [y R 3 Kariaas 22
1 19935 as o temporary measure to provide 24 Indiana 587 29 Punpsyivania 7HD
funds until a more permanent solution 30 North Dakota 1,583 aa Neorth Bakota i
conld be devised. Withour added sources of i Farida 2,576 vl Califormia 70l
i . |2 sortly Caraling 1872 12 CIpepon 7EH
revenue ot the state level, however, the bur. i : '
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=) B S e i 3| Missouri 1531 | Georgla fiid
mgly migraced o the local property rax 15 Otepon sy 15 Newada Gl
base. The average school tax rate has nsen B Litah 2503 I Telaber Hil5
Froom 89 cents per $100 of assessed value in d N MEXICo 3442 }7 South Carelin Gy
985 to 14857 per 5100 of assessed value ) Ao 2471 14 szour ki
i 2001, according to the Properry Tax 32 1AL 4 Sorth Caraling 35
Giivis ] he Texas C el Miice an 2418 . 461 Lhiah 45
Hivision of the Texas Comptralles '\l. : 1r.1.. a1 2,405 41 Mississinpi 01
The Robin Hood plan has gained notoriery ELl 2467 g2 Flawail i
as school tax rates have risen. 11 2,159 43 fennessee 470
44 na 2.297 EE Cheomweare 43
Texas Versus the Nation 'E 2 281 45 | West Vicginia e
N 0w do other states fund their public 45" 227 46 | Kentucky = 416
i chools? The figure iprevious page] D 2,208 47, | Arkansas dhn
i, schoals? The figure (previous pagel A8 2161 s Higtesagn 64
shows the key difference — the ahsence of 4G 2118 49 Oklahioma 36d
individual and corporate income taxes 1in 30 2,004 500 Mews Mexico 396
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average of 28 percent of state and local rev-
enues, nationwide, Clearly, high per capira

VEAS vary
lacal taxes

sales and gross receipts taxes and property
taxes in Texas prevail becavse the income
tax hase is off limits,

[n 2001, Texas schoal property taxes totaled more than $15 As Texans continue to complain about rising propercy |
billion. In 1998, Texas collected an estimated $23 billion in taxes, one might anticipate that eventually the state could |
sales and gross receipts taxes. Replacing the 2001 school tax be foreed to turn to personal and corporare tneome taxes to
revenue with a sales tax increase would require a 67 percent provide public school revenue. Despite widespread dissatis-
increase in sales taxes collected, That increase would raise per  facoion with the Robin Hood system, however, there has been
capita sales and gross receipts taxes to $2,050 in Texas, sub- virtually no support for ereation of a state income tax, That |
stantially exceeding the 1998-1999 high of 51,842 per capita leaves the state with few options to generate the revenues
in the state of Washington, With the exception of corporate needed to meet the constitutional directive tor education
and personal income taxes, no other Texas tax base could ef- and relieve rising property tax burdens resulting from Rohin
feceavely replace the school property tax levy Hood
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Per Capita Sales and Gross
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New Legal Challenges

Frustration with the current syvstem of public school finance
has prompted new legal challenges (rom wea
diztricts, Ome case las renewed the argument that the 51,30
per 3100 of assessed value 1imit on 1he maintenance and
aperat ions tax rate has converted Rohin Hood into an Uncon-
stitutional state income tax, In previous rulings, the Texas
Supreme Court stipulated that the state’s educational fund
awstem will be unconstitutional when “enough” ja term tha
has yet to be defined by the court) districys
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reach the limn

0

thy schonl

Initial rubings in the case mandaced
that a district has not ofticially reached
the limit until it has rescinded the op-
tional homestead exemprion, Beeause
many of the districts cited as having
reached the limit have extended an op
tional homestead exemprion, the court
ruled that the case had net reached the
threshold thot would render Bobin Hood
unconstitutional in its cur rent torm

Fhat decision s currently on appeal,
I the decision seancds, che pressore the
state currently s under vo deal wich
school tax retorm may ease. Many
ohservers helieve thar the Selece Com
mattee on Public School Finanee will
make lew conerete proposals in the 2003
legislative session

Praspects lor property tax reliel appear
dim, Without an intusion of revenue
From another source, school tax rates
will likely comtinue to increase, Com
bined with rising propercy values, real
estate will bear the lwon's share of the

growing tax burnden

Limiting Robin Hood's Impact

H roperty owners should act (o limit
I gt thetr tax liability by carefully
considering all intluences char could
work to reduce the marketability of their
propercy, For example, weak marlets
that contribure 1o sageing rental rates
iexternal ohsolescencelor anyv conditions
thar adversely atfect the ability of the
property o funceion efficiencly (fune-
tional ohsolescence! may justity property
value reductions.

Owners should consider protesting
valuations to their local appraisal dis-
tricts when propercy suffers from such
negative intluences. Because rising tax
burdens are raising the nmounts at stalke,

woers may find it cost effective to engage an attorney or reg:
istered property tax consultant to assist in these efforts,

n= detest the Robin Hood plan. They detest the idea of

a state Income tax even more. Until someone comes up with:a
viable third choice, the public school funding issue will keep
Texans right where they are now — between a rock and a hard

place. 4
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