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Public School Finance
The Issue
The Texas Constitution establishes public education through Article VII, Section 1, requires “an efficient sys-
tem of public free schools.” [emphasis added].

In the 2014-15 school year, Texas taxpayers spent a total of $60.98 billion on public education, according to 
the Texas Education Agency’s (TEA) 2014-15 Financial Actual Report. In the same school year, there were 

4,778,559 students attending Texas public schools. As a result, Texans spent $12,761 per student. (For context, the average tuition 
for accredited private schools in Texas was only $7,848.) Therefore, Texans spend about $255,000 for a classroom of 20 students. 
At the same time, according to TEA’s 2014-15 Texas Academic Performance Reports (TAPR), the average annual salary for teach-
ers was $50,715. Resources are not currently allocated in the most efficient manner to help Texas students.

As the District Court ruled in 2014, “hundreds of thousands” of Texas students are being underserved by the system. According 
to Judge John Dietz, “all performance measures considered at trial demonstrated that Texas public schools are not accomplishing 
a general diffusion of knowledge.” He concluded, and the Texas Supreme Court confirmed, that the education funding structure is 
outdated and significantly flawed, however, he erroneously concluded that more money would resolve the systematic problems. 

Public education is funded by an unnecessarily complex and inefficient system which is not student-centered. Texas’ funding 
formulas have been cobbled together based on political dynamics, not by what works for students. As a result, the system is not 
efficient. In addition, the system is not equitable on a student basis, instead, all prior efforts are designed around equity for school 
rather than students. Detailed solutions to this problem are outlined in our Basics and Reform study. (p. 49-56)

The Texas Supreme Court concluded in West Orange Cove II that, “Pouring more money into the system may forestall [consti-
tutional] challenges, but only for a time.” The Texas Legislature must offer a solution to the fundamental problem of our system, 
which is that the system is not student-centered. This can be accomplished by reforming the student allotment based upon the 
following principles: 

1. Shift the focus from equity for schools to equity for students.

2. Assure that the student’s allotment is portable.

The state should establish a single student allotment, which we call the General Diffusion of Knowledge (GDK) Allotment. That 
allotment should then be subject to only two adjustments. First, it should be adjusted by a local school district’s Maintenance and 
Operation (M&O) property tax rate in order to comply with the court’s requirement of similar revenue at similar tax rates. For 
example, if the GDK Allotment were $8,000, a district with an M&O tax rate of $1.10 would be adjusted to $8,800. Second, this 
amount would then be adjusted for regional cost differentials based upon the U.S. Department of Commerce’s Regional Price 
Parities (RPP1) for Metropolitan Statistical Areas. With only these two adjustments, the system would increase student equity, 
provide transparency, and enhance efficiency.

Structural efficiency would be improved when the allotment is made portable. Funds should be portable based upon parental 
discretion. Such a system encourages continued dialogue between parents and school districts, and public schools begin to adjust 
their course offerings based on parent feedback. Early adopters of educational choice, such as Grand Prairie ISD, have found 
that parent satisfaction increases, and 90% GPISD teachers want to expand the choice system. As the figure below illustrates, this 
would effectively tie the allotment to the student, allowing them to pursue differing options based on their individual needs.
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In such a system, education finance would be transparent, efficient, and equitable. Furthermore, educators should be freed of 
most unnecessary regulations which excessively burden them today. Educational consumers—parents and students—would have 
flexibility in the ways they allocate their education dollars within the public school system. By restructuring school finance in this 
manner, a real market for educational services will be created within individual schools, within school districts, and throughout 
the state, thereby resulting in significant improved efficiencies, effective resource allocation, and superior student performance.

The Texas Supreme Court, which has dealt with school finance reform for the last 30 years, has repeatedly encouraged the Leg-
islature to make structural reforms to the system, and did so even more forcefully in its 2016 opinion. Student-centered funding 
would offer Texas children the lasting promise of excellent education and equal opportunities for success.

The Facts
• Total public education expenditures in the 2014-15 school year were $60.98 billion. With 4,778,559 students in average daily 

attendance (ADA), per student spending is $12,761. 

• The average tuition of an accredited private school in Texas is $7,848.

• A “disastrous” 14-25% of public school students fail to graduate from high school (TTSFC v. Michael Williams, Finding of Fact, 
205-207).

• Only 18% of high school graduates from 2010-13 met the SAT or ACT college-readiness standards (Finding of Fact, 160).

• One-third of English Language Learners (ELL) in grades 3-12 failed to progress a grade level in English (Finding of Fact, 352).

• Not one student performance measure examined by the district court demonstrated sufficient student achievement (Conclusion 
of Law, 71).

• Per Judge Dietz, the system is failing to meet the needs of “hundreds of thousands” of Texas students (Executive Summary at 
page 3 and 5).

Recommendations
• Implement a student-centered funding structure for public education based solely on the delivery of a general diffusion of 

knowledge. 

• Ensure that allotments are transparent, equitable, and portable. 

• Deregulate public schools and allow educators to operate as professionals.
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