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School Funding 101
EXECUTIVE SUMMARY
In the United States, a child’s address plays an
outsized role in determining the total resources
that will ultimately support his or her public
education. While the national average for per
pupil funding comes in at just under $13,000, the
actual resources received by each school district
often deviate substantially from that figure.1 A
combination of insufficiently nimble funding
formulas, high socio-economic segregation
in housing patterns (and property wealth),
and significant differences in state education
policy all contribute to sizeable variations in
per pupil spending between and within states.2
Even when accounting for local cost of living
factors, such disparate levels of funding often
produce a system that is stubbornly unequal,
disproportionately detrimental to students
of color, and, when it comes to providing the
resources necessary to enable students to meet
state education standards, fundamentally
inadequate. Indeed, just this year, the Learning
Policy Institute released a report identifying the
public education system in the US as “among the
most inequitably funded in the industrialized
world.”3 Understanding the sources, scale and
implications of such school funding disparities
matters because, while there is no evidence
showing that greater budgets alone directly
translate into higher student test scores, an
ever-growing body of research underscores the
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connection between sufficient school spending
and long-term student success.4
Concerns regarding the inequity and inadequacy
of public school funding continue to fuel
debate at the national level, but even within
that broader education financing landscape,
Alabama occupies particularly uneven ground.
Though the Alabama legislature authorized the
largest education budget in state history this past
spring, the state’s per pupil spending remain a
quarter below the national average.5 Even more
critically, current Alabama funding mechanisms
often fail to collect or distribute dollars to
school districts in a manner that fully recognizes
or adequately accounts for questions of funding
fairness and sufficiency. Existing state policies
contribute to wide-ranging public education
resource differentials between communities
and effectively disregard the broadly-accepted
premise that students coming from vastly
different contexts require different levels of
financial support.6 By missing the opportunity
to actively address the root causes of funding
disparities, Alabama public school financing
practice undermines the state’s commitment to
equitable educational opportunity.

SCOPE OF PROBLEM
OVERVIEW
Any discussion of school funding must begin
with an explanation of how US public schools
typically receive their money. Historically
speaking, the initial financing for America’s
earliest public schools was a straightforward and
largely local affair. Each community supported
its school(s) through taxes levied on residents
(typically on their owned property).7 Even as
the nation grew and the population expanded,
school financing continued to rely heavily on
local dollars; as recently as one hundred years
ago, local entities regularly provided 80% of all
public education funds.8
A mixture of local funds supplemented by state
resources formed the general school funding
framework throughout most of the 19th and
early 20th centuries, but the post-war decades
(1950s through the 1960s) marked some notable
changes. Public sector expenditures in education
spending (as a percentage of GDP) expanded
dramatically, and federal sources emerged as a
more consistent source of funding.9 By the 1970s,
public school funding had evolved to more
closely resemble the composite funding picture
we see today.10 Though local dollars continue to
play a large financial role in public education,
current school budgets now draw their resources
(nationally, on average) from a combination of
the following:
•

Federal sources (approximately 8%
-10%): The two largest programs in this
category are Title I -- a federal program
intended to supplement the education
resources available to low income
students -- and the school nutrition
program. In 2018, these programs had
budgets of $15.8 billion and $13.8 billion

•

•

respectively.11,12
State sources (roughly 45%): Typically,
state policymakers create a formula
that funds districts at an established
target level. Formulas are usually either
resource-based (where funds are largely
determined by student population alone)
or student-based (where districts fund
a set amount per student, often giving
additional “weight” to certain student
factors including Free/Reduced Lunch
status, English Language learners, etc.).
A few states implement a combination of
the two.13
Local sources (roughly 45%): Local
funds are derived primarily from a set
percentage of the local ad valorem
property taxes collected.14

It is worth noting that, while average national
expenditures show a roughly even split between
state and local sources, the actual percentage
share in different states can vary substantially. In
Arkansas, for example, state dollars represent
86% of total education spending; in South
Dakota, state dollars comprise just a third of
school budgets.15 (Depending on the specific
year and data used, Alabama state spending
ranges from 55-60%).16 Even when states and
districts assume roughly equal shares of the cost
of school funding, state governments remain
the focal point for school funding debates
and discussions. Since states retain the power
to design funding formulas and create policy
that affects how local funding is raised and
distributed, states necessarily assume a greater
gravitational weight in the universe of school
finance.17
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In the United States, a child’s
address plays an outsized role in
determining the total resources that
will ultimately support his or her
public education.

KEY TERMS
Funding Equity
addresses how
much money
each districts
gets.
Funding
Adaquacy
addresses
whether the
amount districts
get is enough.

Regardless of the relative weight
of different funding sources, the
current US public school funding
model continues to contend with two
persistent challenges: funding equity
and funding adequacy. Funding
equity addresses how much money
districts get (i.e., whether districts
receive roughly comparable resources
to educate their students); funding
adequacy addresses whether the
amount districts get is enough (i.e.,
whether the funding reasonably
meets the educational needs of the
students they serve). Recent statistics
reveal that current US school funding
methods yield widely disparate district
budgets.18 Even after controlling for
school district size, student population
density, student poverty, and variations
in regional wages, a 2018 analysis
shows that states with the highest per
pupil spending allocate 2-3 times more
than states with the lowest per pupil
spending.19 The same holds true of the
highest- and lowest-spending districts
within each state.20 Public education
data from earlier this decade show that,
nationally, high-poverty districts spend
an average of 15.6% less per student
than low-poverty districts -- a $1,451
per pupil differential.21 In addition, 17
states currently maintain regressive
funding distributions -- in other words,
they provide less money to districts
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with high poverty rates than they do to
districts with low poverty rates.22
School funding disparities are even
more dramatic when additional
demographic factors are considered.
The Education Trust reports that
schools serving the most students
of color receive an average of 13%
less than districts serving the fewest
students of color.23 According to a
recent EdBuild analysis, $23 billion
more is spent in predominantly white
vs. predominantly non-white school
districts, where ‘predominantly’ is
defined as comprising ¾ or more of
the student population.24 On average,
predominantly non-white districts
receive $2,226 less per student than
predominantly
white
districts.25
Nationwide,
districts
that
are
predominantly white and low-income
receive $150 less per pupil than average
per pupil spending; in districts where
students are predominantly students
of color and low-income, the difference
increases to $1,500.26 That lack of parity
results in very different realities in
our nation’s public schools within and
across states.
Concerns over the tangible injustice
of such disparities are not new. It
was inequity in school funding that
prompted a father in San Antonio,

Though the Alabama
legislature authorized
the largest education
budget in state
history this past spring,
the state’s per
pupil spending remain
a quarter below the
national average.5

Texas to challenge the constitutionality
of the state’s school funding practices
-- a case that ultimately came before
the Supreme Court in 1972. In San
Antonio Independent School District
v. Rodriguez, the plaintiff brought a
class action lawsuit against the district,
arguing that the state’s reliance on ad
valorem property taxes to supplement
basic state school funding formulas
unfairly favored areas with high property
values.27 According to the plaintiff, the
state’s funding system produced grossly
unequal school funding differences
between neighborhoods with different
levels of property wealth. Those
funding differences translated into
fundamentally inadequate resources
for some schools and was tantamount
to a violation of the Fourteenth
Amendment’s
Equal
Protection
28
Clause. In a 5-4 decision issued in
1973, the Supreme Court ruled against
Rodriguez, establishing that the U.S.
Constitution did not guarantee citizens
the right to a public education.29
After the Rodriguez decision, those
seeking redress for school funding
disparities refocused their legal
challenges at the state level. Unlike the
US Constitution, state constitutions
do include specific language regarding
the provision of a public education. To
date, nearly every state in the Union
has had at least one lawsuit filed
concerning public school funding; of
those challenges, 28 have resulted in
the overturning of state practice.30
Alabama faced just such a legal
challenge in the early 1990s. In 1990,
14 underfunded, predominantly rural
Alabama school systems (20 more
would ultimately participate) joined
to form the Alabama Coalition for
Equity (ACE). The group became the
plaintiffs in a civil rights lawsuit (ACE
v. Governor Guy Hunt) arguing that
Alabama failed to provide equitable
10 Birmingham Ed Foundation

funding to the K-12 public education
system as required in Section 256 of
the AL State Constitution.31 In March
1993, the Alabama Circuit Judge ruled
in favor of the plaintiffs and found that
Alabama funding mechanisms were
both inequitable and inadequate.32
Though the court’s comprehensive
remedy order, which was intended to
restore equity, was later challenged
on appeal and never meaningfully
implemented, the decision did
prompt the legislature to develop the
Foundation Program (FP) - a state/
local funding framework that explicitly
permits consideration of local property
wealth in calculating state allocations.33
Enacted in 1995 and still in use today,
the FP represents an attempt to ensure
a degree of basic financial equity
across all districts. It is important to
note that, while the FP does use local
property wealth affluence as a factor
in the relative share of state funding
dollars received by each district, the
core funding allotment itself is not a
function of community affluence. FP
allocations are based purely on student
enrollment figures.

Alabama state and
local governments
“operate with less
revenue on a per
capita basis than
governments in all
the other states”
-- a condition that
has been true for
most of the past
thirty years.

CURRENT LOCAL & STATE
POLICY
How much funding do Alabama
schools get, and where does it come
from?
Alabama school funding practice
involves a complicated mixture of factors
and, depending on how the numbers
are crunched and which data sets are
used, determining how much the state
spends can yield different figures. Over
the last few years, the percentage share
of Alabama’s public education spending
(by source) has fluctuated. The average
range is as follows:
•

Federal dollars

10.3%- 14%

•

State dollars		

55% - 65%

•

Local dollars		

21- 34.7% 3

Using the most recent available federal
data (2016) adjusted for regional
differences, the average total per pupil
spending in Alabama was $10,386;
according to 2017-18 data (from schools
not serving special populations was
$9,374 -- roughly 22% below the
national average.35 A separate 2018
study calculated average state per
pupil funding levels that accounted for
regional variations. In this hypothetical
(but more statistically valid) model,
Alabama’s projected spending levels
came in at $8,259 per pupil.36 Clearly, no
matter which figures are used, Alabama
spends measurably less per pupil on
public education support compared to
other regions of the country.
According to a 2018 Public Affairs
Research Council of Alabama (PARCA)
report, one reason for this is clear:
Alabama state and local governments
“operate with less revenue on a per
capita basis than governments in all

the other states” -- a condition that
has been true for most of the past
thirty years.37 State taxation practice
plays a significant role here. Alabama
maintains an effective property tax rate
of just over .4%. Besides Hawaii, the
state maintains the lowest ad valorem
property tax rate in the nation, and
that rate structure yields the lowest
state property tax dollar amount per
capita bar none.38 Simply put, the state
collects substantially fewer dollars
from this source than other states and,
subsequently, has a weaker tax base
from which to fund public services -including public schools.
In 2016, Alabama’s property taxes
represented 1.3% of the state’s GDP
compared to the 2.7% average among
other states.39 As the recent PARCA
report notes, Alabama could double
the revenue it collects in this area and
still be below the national average.40 It is
worth noting that Alabama’s Education
Trust Fund (ETF) currently receives no
money from ad valorem property tax
proceeds; instead, the ETF receives the
bulk of its revenue from corporate and
personal income tax (approximately
62% of receipts) and the state sales tax
(approximately 28% of receipts).41 Any
future efforts to increase local property
tax rates, therefore, would increase the
funds in local rather than state coffers.
In addition to maintaining low ad
valorem state property tax rates,
Alabama
participates
in
other
practices which artificially undercut
its ad valorem assets. As a result
of Alabama’s Lid Law, the state
established four different classes of
taxable property. The vast majority
of properties (including agricultural,
forest, residential and historical) fall
under Category III and are taxed at
10% of their assessed value. Within
Category III, however, property owners
are given the option to have property

KEY TERMS
Per Pupil
Expenditures
or Spending is
the amount of
money that is
spent on each
student.
GDP, or Gross
Domestic
Product, is a
way to measure
economic activity
or spending
within a country.
Ad Valorem
Property Tax is a
tax on the value
of real estate
property.
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taxed at 10% of its “current use value” or
“producing value” within a given year. Since
the fair market value for properties is often
substantially higher than the use value, the
policy effectively undervalues the property
wealth of the state’s rural and agricultural
regions -- particularly in the state’s Black Belt
region.42 Here, specific state policy prevents
local regions from realizing the full financial
potential of their property tax base.
Even beyond the realm of property taxes,
Alabama’s taxation policies negatively affect
revenue collection. Since the Education
Trust Fund is funded primarily through
revenues from individual income tax and the
sales & use tax, understanding the unusual
elements of the state’s tax practice regarding
these categories is important.43
Individual Income Taxes: Alabama
currently ranks 37th among 43 states
in the per capita revenue it collects
from individual income taxes.44 While
notably regressive, the state’s income
tax rate itself is not notably low.
Rather, what distinguishes Alabama
income tax policy is that it is one of
only three states to allow individuals
to fully deduct their federal taxes from
their state income taxes.45 In essence,
the state is not taxing the true value
of its individual income wealth. Latest
figures list 2018 Alabama federal tax
payments at just over $14.5 billion.46
Even if only 75% of that total is written

off as a deduction on state taxes, the
result is a loss of $540 million in assets
-- enough to fully fund Alabama’s First
Class Pre-K to every child in the state
three times over.47
Sales & Use Tax: Like many states with
low property tax wealth generation,
Alabama maintains a high sales & use
tax rate. With a steep combined state
and local sales tax rate that averages
9.14%, Alabama’s rates are the 5th
highest in the nation.48 While this high
rate would seem to offer a powerful
revenue generating stream relative
to other states, Alabama nonetheless
ranks 43rd in actual state sales tax
collections (30th if local revenue is
also factored in).49 A smaller base of
economic activity plays some role in
the disparity, but the narrow scope
of how the tax is applied is equally
significant. Alabama does not apply
the sales tax to the vast majority of
consumable services (repair, business,
professional, computer, etc.). As
greater economic activity has shifted
to consumed services, most states
have modified sales tax provisions to
include some or all of these services
in their sales tax structure; Alabama
has made no such adjustments.50

On average, predominantly nonwhite districts receive $2,226 less per
student than predominantly white
districts.25
12 Birmingham Ed Foundation

From
the
revenue
generation
standpoint,
Alabama’s
taxation
policies place the state at an economic
disadvantage relative to its peers.
How Alabama allocates its public
education revenue highlights another
unusual feature of the state’s school
funding mechanisms. In 1927, the
Alabama legislature authorized the
levy of new state revenue sources and
mandated that those resources be
set aside exclusively for ‘educational
purposes.’51 Alabama’s Education
Trust Fund (ETF) remains the legacy
of that legislation. Alabama is one of
only three states, along with Michigan
and Utah, to designate and maintain a
separate fund exclusively for education
spending.52 The ETF is the largest
operating fund in the state ($7.1 billion
projected for FY2020); in comparison,
the state’s General Fund, which includes
all non-education related expenses in
the state, has an anticipated budget
of $2.9 billion.53 The ETF generates
receipts from 10 different tax categories,
with sales and income tax - corporate
and individual - typically comprising
over 90% of total receipts.54 What this
structure means for the state is that
the financial health of public education
resources in any given year is intimately
tied to the condition of the state’s
economy. In strong economic times,
the fund enjoys robust cash flow; in
economic downturns, public education
resources are uniquely vulnerable.
Historically, the volatility of cash flow
into the ETF has led to unanticipated
contractions in Alabama public school
budgets. By state law, Alabama school
systems are not permitted to carry
financial debt across fiscal years. If and
when revenues fall short of estimates,
Alabama’s Governor must declare

proration: a mid-year reduction in
the monies allocated from the ETF.55
Since 1992, Alabama’s ETF has endured
proration 7 times, ranging from 3%
to a high of 11% in fiscal year 2009.56
Alabama law mandates that public
school staff salaries and benefits
cannot be reduced. This means that,
in order to stay solvent, schools are
often forced to make deep spending
cuts in other areas, including building
maintenance, classroom instructional
supplies, supplementary programming,
equipment purchase, and field trips/
travel. Further, proration can ultimately
lead to personnel layoffs, higher class
sizes, and future staff salary stagnation.
In an attempt to ensure greater stability
to public education funding levels
and to guard against the devastating
revenue shortfalls that crippled
Alabama in the wake of the 2008 Great
Recession, Alabama’s legislature passed
the The Rolling Reserve Act in 2011.57
First implemented in FY 2013, the law
serves two major functions. First, it
caps the appropriations to the average
percentage revenue growth of the
ETF in the highest 14 of the last 15
years. Second, it creates an important
fiscal reserve known as the Budget
Stabilization Fund (BSF).58 Annually, the
BSF sets aside any ETF revenues in excess
of the preceding year’s cap (up to 1% of
the prior year’s ETF appropriations)
until the fund reaches 7.5% of the
previous year’s ETF appropriations.59
Importantly, monies from the BSF are
safeguarded. Legislation stipulates
that BSF funds may only be used to
prevent future proration. As of 2018,
the BSF balance was $179 million.60
Though limiting the scale of annual
growth through the spending cap, the
Rolling Reserve Act demonstrates a
genuine legislative commitment to

KEY TERMS
Alabama’s
Education Trust
Fund is money
for education
that exists in a
fund separate
from the state’s
budget.
The Rolling
Reserve Act was
a bill passed in
2011 to ensure
that money for
school districts
would be
protected in case
of an economic
crisis., like the
Great Recession.
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fiscally responsible budgeting practice.
Since the Act’s passage, Alabama has
successfully avoided ETF proration.

KEY TERMS
Foundation
Program is
the forumula
that the State
Department of
Education uses
to determine
how much
money each
school district
receives from the
state.
The mill rate
(or milliage) is
the amount of
tax that is owed
based on the
value of property
(or assessed
property value).

Funding Distribution
In addition to understanding how
dollars come into the system,
understanding how funds move out to
districts -- how they are distributed, in
other words -- is equally important.
In Alabama, public schools are funded
through a process known as the
Foundation Program. The Foundation
Program (FP) is the system by which
AL apportions resources to each of the
state’s 137 school districts.61 Adopted
in 1995, the FP attempts to determine
the money required by each district
to fund its public schools.62 Experts
refer to this as a resource-based based
formula. Rather than provide districts
with a certain amount of funding per
student, the FP builds each district’s
budget based on instructional units -essentially, the cost of the staffing and
materials that each school will require.
Alabama begins this process by figuring
out how many students will be served in a
given school/district. As a baseline, the
state uses each school’s Average Daily
Membership (ADM) from the previous
year -- the school’s average enrollment
from the first 20 days after Labor
Day.63 With this number, the state then
calculates the number of instructional
units each school will receive. Different
grade levels have different unit rates
(ratios of students to teacher).
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Alabama’s current instructional weight
ratios are as follows:

Consider a hypothetical School A. If
School A has an ADM of 150 K-3 students
and 100 4th-5th grade students, the
school would ‘earn’ 10.53 (K-3) units and
4.76 (4th-5th grade) units respectively -a combined total of 15.29 units. The state
would then use the state salary schedule
to determine the predicted cost (salary
plus benefits) of staffing School A’s 15.29
system ‘units.’ In addition to teacher
costs, the total units would be used to
calculate funding for student materials,
technology, library enhancement, and
professional development.65 At $300
per unit, for example, School A would
receive $4,587 from the state for its
technology budget. In addition to the
unit-based expenditures, Alabama uses
ADM totals to determine textbook
funding and any funding (or partial
funding) for librarians, counselors,
and other school-based administrative
personnel.66 From these calculations,
the state calculates the base projected
resources it will provide to a school/
district to operate for a given year.
Once that targeted figure is determined,
Alabama mandates that local districts
share in those educational costs. It
requires each district to contribute an
amount equal to 10 mills of a district’s
assessed local property wealth.67 Since
10 mills equals $.01, the rate is essentially
$10 per $1,000 of assessed value. While

the vast majority of districts derive this
money from local property taxes, a
district’s local share may also include
revenue from excise and license taxes
designated for education, as well as
county and municipal sales and use
taxes.68 Each local district’s 10 mill
contribution amount is often informally
referred to as the “chargeback.” Once
the total FP funding is calculated for
each school district, the chargeback
amount is deducted from that total.
The difference between those figures
is the funding amount that schools
receive from the state.69 In Alabama, as
in many states, districts do not simply
receive a large annual check. Instead,
they receive installment funding over
the course of the academic year.
According to FY2019 figures, Alabama’s
Foundation Program (FP) represents
68.78% of the overall ETF budget (over
$4.88 billion dollars annually).70 But the
state’s commitment to K-12 spending
extends beyond FP commitment alone.
The state also appropriates well over a
hundred million dollars to a series of
additional programs that benefit K-12
public schools.71 The Alabama Reading
Initiative, the Alabama Teacher
Mentor program, the gifted education
program, the Advanced Placement
(AP) program, and a host of STEM,
Arts, Career Tech and professional
development programs comprise just a
sample of the long list of line-item, ETFfunded efforts.72 In fact, as a percent of
the state’s GDP, Alabama’s education
spending actually ranks above the
national average.73
Yet even with the state’s historic
investments in public education
spending, concerns about the essential
fairness and sufficiency of the state’s
public education funding remain. In
2013, Augenblick, Palaich and Associates
(APA Consulting) was hired by the

state to conduct a study of the equity
and adequacy of Alabama’s education
funding model.74 With experience
analyzing school funding in all 50 states,
the firm was able to assess Alabama’s
funding practices within a broader,
national context.75 After a year of study,
APA found Alabama’s funding system
to be neither equitable nor adequate.
In particular, researchers determined
that:
•

Alabama’s school funding was
far from balanced. The report
noted substantial disparities
in Alabama’s local property
wealth and explained how
that wealth translated into
demonstrable differences in per
pupil spending. Using FY2013
data, researchers found that
school district spending within
the state ranged from $6,050 to
$12,075 per student.76

•

Alabama’s Foundation Program
resulted in inadequate funding
for many districts and schools.
By failing to factor in student
need, the formula effectively
underfunded districts with high
populations of students who
required additional educational
supports.77

•

Alabama should be spending
anywhere between 20-35% more to
reach adequate education spending
levels.78 Using two separate
frameworks for ascertaining
adequacy, researchers found
that Alabama funding levels fell
short of what both successful
school data and professional
judgment tell us is required to
provide students with sufficient
educational resources.79
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Since the final APA report was delivered in
March 2015, changes to Alabama’s school
funding practice have been limited in scope.
None of the report’s recommended policy
changes were enacted by lawmakers, and with
the notable exception of the Rolling Reserve
Act, the state legislature has shown little
appetite for modifying the mechanisms of the
public education funding process. While recent
economic improvements have spurred a 5.4%
rise in per pupil state spending between 201417, these trends mask the larger arc of school
spending trends.80 Between 2008 and 2015, state
education funding levels fell by 21.6% (adjusted

for inflation); this amounts to a decrease of
over $1 billion.81 While recent funding increases
are promising, disparities in district resources
remain. After adjusting for inflation, per-pupil
state education spending remains 15% below
2008 levels.82
But while marking real dollar decreases from
the state’s spending ‘high water mark’ is worth
noting, the more concerning issue is the
staggering inequity that can be found between
individual schools within the state. The easiest
way to gain perspective on the scope of funding
disparities is a simple, side-by-side comparison
of resources. The chart below juxtaposes the
ALSDE reported per-pupil expenditures (PPE)

A Tale of Two Schools (2017-18)

Source: Alabama School Spending 2017-18 Data: Tableau created by Tricia Powell Crain. Please note that, in this data
Total PPEs are not an exact sum of federal, state and local PPE totals.

These figures are not hypotheticals: they represent actual differences
in spending between two Alabama elementary schools. Simply
put, the state’s regular public education funding mechanisms yield
profound disparities in school resources. The interplay of factors that
led to these variations care complex, but the presence of such stark
funding inequities means that zip code continues to play too great a
role in the public investment made in each student’s education.
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made at the following schools in FY2018.
Levelling the playing field of public
school funding is complicated by the
following:

Challenge #1: State funding formulas
often fail to accurately assess or
adequately support the true cost of
educating students. Among wealthy

nations, the US maintains an unusually
high child poverty rate. According to
the most recent Kids Count data, 18%
of all US children are currently living in
poverty; in Alabama, the figure is 25%.83
Education research tells us that it takes
additional resources to educate students
coming from poverty -- especially those
living in areas of concentrated poverty.84
Alabama does not consider student socioeconomic status as part of its Foundation
Program funding.
By failing to consider factors such as
geographic isolation, homelessness or
English Language Learner status, state
funding formulas often contribute to
financial inequities. They underestimate
the true cost of moving all students towards
basic proficiency. When states actually
do consider student characteristics for
additional funding, however, they often
undercount the need. In order to fund
Special Education services, for example,
Alabama’s Foundation Program assumes
that 5% of the total student population
will require Special Education services.85
State education data tell us that Special
Education student populations are well
above 5% in every Alabama district, with
percentages often running as high as
13%-14%.86 At the time, creators of the
census-based SPED funding approach
were attempting to guard against
incentivizing districts to maximize the
identification of students as a means of
accessing additional state dollars; the
concern is not without merit. New Jersey
employs a census-based funding formula
that also incorporates 5-year state Special

Education percentile averages in their
calculations, providing a measure that
keeps funding better aligned to genuine
need. Absent a similar adjustment,
Alabama districts serving the highest
populations of Special Education
students will remain chronically and
systematically underfunded.

Challenge #2: Using local property
taxes as a major source of public
education
funding
leads
to
significant disparities in education
budgets between high-wealth and
low-wealth communities and can
leave many districts in a financially
precarious
position.
Tying
a

substantial share of public education
funding to local property taxes is a recipe
for funding inequity. Simply put, areas
with higher property wealth produce
greater resources. When the APA
analyzed Alabama school finance data
in FY2013, the differential in resources
between the lowest- and highestspending districts in Alabama was
$4,626 per student; five years later, the
greatest disparity between two schools
(not serving specialized populations)
stood at over $15,000.87 While the wide
span might, in some instances, be
attributed to the inefficiencies and high
cost of public education in sparselypopulated regions, the growing range
of the gap exemplifies the increasing
funding inconsistencies between systems
and individual schools. And even at less
extreme differentials, these disparities
have real-life instructional impacts:
in two classrooms of 25 students, for
example, the difference could pay for
the salary plus fringe benefits of four
additional teachers.88
In Alabama, insufficient local property
wealth and dips in state funding (due
to drops in student enrollment) have
left many school systems in a state of
chronic financial insecurity. Currently,
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1 in 5 districts lack the reserves to
pay for even 1 month of operating
expenses.89 Though Alabama will
not formally assume control of a
school for operating within such thin
financial margins, schools with these
consistently low reserves do represent
a red flag. For many of these schools,
the financial crisis is not a matter
of mismanagement or malfeasance;
rather, Alabama’s current school
financing practices are simply not
providing the necessary resources to
support a stable public school system
within those communities.
Fiscal destabilization of schools also
occurs when areas of low property
wealth overlap with areas of high
citizen ‘divestiture’ from local school
districts, resulting in a kind of
financial death spiral. Middle-income
community members refuse to send
their children to under-resourced
and chronically under-perfoming
schools and effectively boycott the
local public school system. With no
personal investment in the public
schools, a sizable portion of citizens
see little incentive for increasing their
own contributions to school funding
via raises in local property tax rates.
Property tax increase measures
fail at the ballot box, and already
underfunded schools are left operating
with increasingly insufficient levels of
local revenue.90 These scenarios are
currently playing out in Montgomery,
Sumter County, and other communities
throughout the state.91 In a recent
report on school funding fairness,
researchers identified a factor known
as the “coverage indicator.”92 The
indicator measures “the share of
school-aged children enrolled in public
schools and the degree of economic
disparity between households in
the public and nonpublic education
systems.”93 According to the authors,
the degree to which wealthier families
18 Birmingham Ed Foundation

‘opt out’ of the public education system
is important for two reasons: it yields a
greater concentration of poverty in the
public education system and removes
the political pressure on lawmakers
to pursue adequate and equitable
funding for public schools.94 Alabama
currently ranks 37th among all states
in this measure, indicating that there
are sizeable segments of the state’s
wealthier families who have removed
themselves as full stakeholders in the
public education system.95
Further, when it comes to property
taxes, an equal financial commitment
on paper does not mean equal
resources in practice. Since the
property wealth of different regions
varies tremendously, the same rate (1
mill of ad valorem property tax) can
yield tremendously different amounts
in different areas.96 Alabama provides
some stark examples. In 2015, 1 mill of
property tax in Lowndes County yielded
just over $115,000; in Baldwin County, a
single mill was worth over $3.5 million
-- a roughly 3,000% increase.97 Locally,
as of FY 2015, 1 mill of property tax was
worth just over $545,000 in Mountain
Brook City and $2.6 million in
Birmingham City Schools (BCS).98 Even
here, appearances can be deceiving.
While it seems that BCS outpaces
Mountain Brook in terms of available
resources, significant differences in
student population size between the
two districts changes the relative
impact of those dollars. The actual
per pupil yield of that single mill -- the
per pupil property wealth, if you will
-- is actually 16% greater in Mountain
Brook.99 Additionally, due to varying
municipal costs and responsibilities,
not all property wealth finds its way
equally into local schools. According
to 2017-18 figures, Mountain Brook was
able to allocate $4,884 to $8,614 per
student in local funding; Birmingham
City Schools’ figures ranged between

Birmingham
City
Schools
School
$1,700 and
$5,512 per student (with
a median
allotment&
between
$2,500Funding:
and $3,000).100

Myths
vs.counties
Facts
Finally, state rules governing the ability
of specific
and municipalities to set or raise their
own property tax rates plays a role in local funding. Alabama’s Lid Law capped the amount of
Fact: Due to Alabama’s tax policy and practice (both for income and property tax), the state simply raises less
total
property tax that a resident can pay (currently $75 for every $1,000 of property owned).101 When
revenue for public education than most other states. These policies limit both state and local dollars.
the Lid Law was first passed in the 1970s, three municipalities -- Huntsville, Mountain Brook, and
Vestavia
were already
Myth:
Since aHills
high--percentage
of BCSatstudents come from economically-disadvantaged backgrounds, local property
tax revenue for Birmingham City students must be extremely low. Fact: Since BCS has high-value commercial and
residential property within its boundaries, the local ad valorem property tax wealth that funds BCS yields some
of the highest ad valorem rates in the state ($2.52 million per mill). The fairest way to compare local revenues is to
consider each system’s per pupil local property wealth. By this measure, BCS is not the highest, but it sits in the top
quartile of all Alabama districts.

Source: ALSDE Foundation Reports (FY2020 Allocation by District)

Myth: BCS receives less public education funding than other systems in the state. Fact: Based on the latest publicly
available figures (FY2017), BCS ranked 20th out of 137 systems in per pupil expenditures. By comparison, Jefferson
County (a system with a similar millage rate and student demographic profile) ranked 101st, receiving $1,707 less
per pupil than BCS. In terms of funding, the lowest levels of per pupil spending are the systems located in Alabama’s
smaller towns and rural regions.
Is the funding received by BCS equitable? Yes and no. Fact: For BCS, adequacy remains the greatest barrier.
Compared to other systems in the state, BCS receives above average per pupil funding. But research tells us that
students coming from economically disadvantaged backgrounds, English Language Learners and Special Education
students require additional resources to progress towards proficiency. BCS has high concentrations of all these
subgroups. Since Alabama’s Foundation Program (FP) does not consider student characteristics when allocating
resources, BCS and similarly-populated systems receive roughly the same funds to accomplish a much more expensive
task. Though these systems receive additional dollars from the Title I program and some state aid outside the FP, the
resources do not adequately fund the additional instructional supports required to address those needs — especially in
areas of concentrated poverty. While research reveals that simply injecting dollars into a district won’t improve student
outcomes, it also reveals that sustained, targeted investment in human capital will. With finite resources, the challenge
for BCS is twofold: to substantially increase revenues for intensive instructional supports while simultaneously
improving instructional efficiencies.

Source: ALSDE Education Report Card student demographic data (2018-19)

the cap limit. As a result, they remain
exempt from the state law. These areas
can authorize property tax increases
through passage of a local referendum
and do not require countywide
approval.102 At present, millage rates in
Mountain Brook are at 99 (with a vote
to raise that rate by 10 mills slated to
take place in September 2019), Vestavia
Hills’ rate is 92.6, and after voters
approved a 3 mill property tax increase
in 2015, Birmingham City’s millage rate
is 72.5 (with 24 mills going directly to
BCS).103

Challenge #3: The major factors
that influence public school
funding needs and resource levels
(local property wealth, state
coffers, student demographic
composition within schools) are
dynamic and often in flux, making
it difficult to design a ‘set it and
forget it’ funding formula that
provides a stable, reliable base
for the nation’s public schools.
Most state policymakers approach
education spending as a fixed cost
and many state foundational funding
formulas do not keep sufficient pace
with inflation or other cost-of-living
increases.104 Further, policymakers tend
to underestimate the dynamic nature
of school funding decisions and design.
School districts are not inert entities -they are active agents that can and will
change their behavior based on how
school funding formulas are designed.105
Funding certain categories of students
at a higher level, for example, will likely
incentivize districts to maximize their
identification of students who fall into
that category. .
Additionally, state governments often
struggle to adequately protect public
education dollars. Following the
Great Recession of 2008, states faced
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dramatic, unanticipated shortfalls
in revenues due to plummeting
tax receipts. Since Alabama’s ETF
depends heavily on sales and income
tax, the state grappled with especially
devastating losses. The resulting
public education disinvestment has
had long-term ripple effects.106 In
2018, 12 states still had deficits in per
pupil formula funding (adjusted for
inflation) from 2008 funding levels;
10 years out, Alabama’s per pupil
spending remained over 15% below
pre-Recession levels.107 Schools’ state
formula funding cannot be expected to
withstand huge contractions without
severe institutional consequences, yet
few states take measures to shield core
public education resources from the
vagaries of states’ economic fortunes.

POLICY ALTERNATIVES
OVERVIEW OF ALTERNATIVE POLICIES
While calls for greater equity and adequacy in U.S. public school funding practice have been made for
the past half century, legal proceedings have often been the tipping point for concrete change. Most
of the major funding reforms came about as a direct result of court rulings and research suggests
that, on the whole, these changes have led to positive educational outcomes for low-income students.
A 2016 study found that, between 1990 and 2011, states that reformed school finance policies in
order to provide additional funding to high-poverty schools narrowed the achievement gap (the
mean NAEP test score differential between high-income districts and low-income districts) by an
average of 20%.108
Though modest tweaks to school funding formulas have been made in many states, the following
alternatives represent examples of the most comprehensive and promising reforms.

Alternative #1: Illinois’ Evidence-Based Adequacy Model
In 2015, Illinois was the poster child for U.S. school funding inequity. In 2016, the Education Trust
published a report examining gaps in state and local funding in all 50 states. Within that report,
Illinois had the dubious distinction of being the only state that provided at least 15% less state and
local funds to high-poverty districts compared to their low-poverty counterparts (Illinois’ actual gap
was 22%).109 That same year, an NPR piece offered concrete examples of how that disparity translated
into tangible differences in resources within the state. The reporting compared two Chicago-area
elementary schools that seemed worlds apart. In the first school, two-thirds of the students came from
low-income homes and two-thirds were English Language Learners. The school budget of $9,794 per
pupil meant shared staffing, limited materials, and insufficient space. In the second school, quality
programming abounded, teachers earned median salaries of $90K, and nearly every teacher had a
decade of experience. The per pupil costs were $28,639 -- just shy of a 300% increase in funds.110
Increased public awareness and frustration over the disparities in school funding prompted Illinois
policymakers to act. They faced growing calls to rectify the state’s funding formulas. In 2017, based
on recommendations from the 2016 School Funding Reform Commission, Governor Bruce Rauner
signed Illinois Public Act 100-0465 (Evidence-Based Funding for Student Success Act) into law.111
According to policymakers, the bill was an attempt to reconcile the relationship between “equity,
adequacy and student outcomes” in the state.112 The state now plays a prominent role in better
helping schools to meet their adequacy target.
The Evidence-Based Funding (EBF) legislation involved two main components. The first phase
included a comprehensive analysis of how to determine and define adequacy in terms of school
funding. After significant research, state education officials compiled a list of the 27 common elements
identified as critical to student success in schools.113 They then calculated a cost figure for providing
those elements (teacher staffing levels, services, materials,etc.) for a school’s given enrollment (how
many students each district served) while considering the needs of each district’s students (income
status, Special Ed, ELL, etc.). The total calculated cost was then divided by the number of students
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in the district; the quotient of those two figures represented the per pupil Adequacy Target for that
school.114
Once ATs were established, the EBF model then divided schools into the following 4 Tiers:
Tier 1: Where Per-Pupil Spending (PPS) is below 60% of the Adequacy Target (AT)
Tier 2: Where PPS is between 60-90% of the AT
Tier 3: Where PPS is between 90-100% of the AT
Tier 4: Where PPS is above the AT115
The new law was careful to ensure that no school would lose any current funding as a result of the
change. Instead, EBF re-prioritizes the allocation of any new state education spending.116 For every
$100 of new state spending, EBF provides the first third ($33) to Tier 1 schools, splits the next two
thirds ($66) equally between Tier 1 and 2 schools, and, for the last $1, gives $.90 to Tier 3 schools and
the remaining $.01 to Tier 4 schools. Through this targeting system, the state plan assists all schools,
regardless of location or district, to move closer to funding adequacy.117
According to a recent report from the Center for Tax and Budget Accountability, the new formula is
effectively addressing the issue of funding inequity in the state’s schools. Over 89% ($326 million) of
all new school funding went to Tier 1 schools.118Additionally, state data shows that the vast majority
of funding (88%) went to schools with low-income student populations over 40%.119

Benefits

The following are the benefits of Illinois’
Evidence-Based Funding model:
• EBF
is
making
meaningful
contributions to the racial inequity that
plagues the funding of many US public
schools. Illinois figures show that 79%
of new funding from EBF is going to
the schools that serve 84% of the state’s
African-American students and 75% of
Latino students respectively.120
• Initial indicators suggest that the
increased funding is having a positive
effect on student education outcomes.
2018 Illinois State Report Card data
showed upward trends in metrics
related to college enrollment and
college readiness. In just one year,
college enrollment rates were up nearly
7 percentage points (to nearly 75% of
all high school graduates). In addition,
Illinois showed increases in AP
participation (up by 2,000 students) and
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•

strong pass rates (66%).121 Additional
impacts on student achievement, if
found, will likely take longer than one
year to appear.
EBF is thoroughly data-based. First, the
state takes an active role in ensuring
data accuracy. Student demographics
are thoroughly vetted and verified.122
Second, Adequacy Targets (ATs)
weren’t simply arbitrary dollar figures.
When developing the ATs, researchers
used ‘successful schools model’ data
to determine necessary resources. In
other words, they looked at schools with
proven funding effectiveness -- those
which produced above average student
performance with average spending.
Researchers then investigated how
student services were structured in
those schools, ultimately developing
resource models that could realistically
gauge what it would take to fund similar
services in under-funded schools.123

Challenges

The following are the challenges of Illinois’
Evidence-Based Funding model:
• Achieving funding adequacy in every
school is an expensive proposition and,
in order for EBF to achieve genuine
equity, Illinois must make more timely
investments in education. Adequacy
Targets (ATs) mean little if the state fails
to provide adequate funding in a timely
manner. Even with the newly prioritized
funding, 83% of districts are not reaching
their ATs.124 While EBF legislation

•

requires that the state add a statutory
minimum of $350 million in new
funding to the system every year, budget
experts note that, if the state continues
to contribute only the minimum, Tier
1 schools will not reach their ATs until
2050.125
The EBF model does not tie funding
to student outcomes. Without specific
accountability measures, schools may
fail to adequately prioritize student
achievement.

Alternative #2: New Jersey
For the last three decades of the 20th century, New Jersey was home to legal challenges that sought
to redress disparities in public school funding. Substantive policy changes arrived only after nine
separate court rulings called for equalization in school funding for urban districts serving lowincome families.126 Beginning in the 1990s, the state made several major financial investments in
low-income schools, including additional funding for:
•
•
•
•
•
•

adequate facilities and technology
increased health and social services
class size reductions
alternative and summer school programs
early child education for 3-4 year olds, including all day kindergarten.
additional instructional personnel (particularly in the highest-need districts).127

The investments yielded results. By 2007, the state could point to demonstrable improvement in
student test scores, with New Jersey showing measurable improvements in NAEP math and reading
assessment scores.128 Data also showed that the state had narrowed the math achievement gap between
white and black students, reducing the mean score differential 15 points in the 15 years between 1992
and 2008.129
In the wake of these successes and facing continual calls for greater equity, the New Jersey legislature
passed the School Funding Reform Act (SFRA) of 2008. Rather than boost investment in underresourced schools through a host of separate programs and efforts, the legislation sought to address
funding parity through the funding formula itself.130 The SFRA accomplished this by:
•

•

Fundamentally redesigning the funding formula for K-12 schools to make allocation more
progressive in nature. The formula acknowledges and accounts for a host of factors in
determining calculations for state funding. In addition to the standard considerations (ELL,
SpEd, etc.), the formula makes more nuanced funding allocations, considering, for example,
not just the low-income status of students, but also the concentration of low-income students
within a district.131
Providing additional state aid/funding to districts that do not have the local capacity to
raise sufficient funds through their local property tax wealth. The state considers aggregate
income as a factor in assessing how much each district can contribute. The state contribution
is the difference between the adequacy budget and the “fair share” that localities can pay.132

These funding formula changes have tangible consequences when it comes to dollars in the classroom.
Based on 2017 data, high-poverty districts in New Jersey received 439% more in state dollars per
student than the lowest-poverty districts.133
•
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Benefits

The following are the benefits of New Jersey’s
school funding approach:
• New Jersey’s public school funding has
become decidedly more equitable. New
Jersey is now one of only 6 states that
has strongly progressive state funding
(as defined by providing 15% or more in
state and local resources to districts with
the highest rates of poverty compared to
the lowest poverty districts).134 Through
its state funding formula reforms, New
Jersey now stands as one of only two
states (along with Wyoming) to earn
high rankings on four diverse measures
of school funding fairness -- funding
levels (per pupil spending), funding
distribution
(providing
additional
funding for students in poverty), fiscal
effort (public education spending in
relation to a state’s productivity and
individual income wealth) and coverage
(the share of school-aged children
enrolled in public schools and the extent
of income disparity between those inside
and outside the public school system). 135
• New Jersey’s funding formula reform
provides a more stable financial basis for
funding low-income students. Instead of
being temporary or tied to a particular
set of programs, these formulabased resources offer a more reliable,
stable funding stream. Having access
to such funds permits greater longterm foundational and instructional
investment.

Considerations

The following are the considerations of New
Jersey’s school funding approach:
• When state governments act as the
guarantors of funding equity, the states
poorest districts can become insufficiently
diversified in terms of their funding
‘exposure.’A heavy reliance on that single
source means that low-wealth schools
are extremely vulnerable to state budget
shortfalls.136 In the immediate aftermath
of the Great Recession, for example, New
Jersey’s state education funding dropped
18%, while local support from property
income dropped by only 5%.137
• New Jersey’s plan remains controversial,
complicated, and, in many quarters,
improperly
understood.
Gaining
support for and enacting a similarly
comprehensive funding reform effort in
another state would require an extensive
public education campaign and likely
lead to an equally intense debates over its
merits and value.

A 2016 study found that, between 1990 and 2011,
states that reformed school finance policies in order
to provide additional funding to high-poverty schools
narrowed the achievement gap (the mean NAEP test
score differential between high-income districts and
low-income districts) by an average of 20%.108
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Alternative #3: Texas’ School Funding Model
In Texas, the state takes a multi-measure approach to school funding. Similar to other states, Texas
policymakers establish a per pupil base allotment (currently $5,104).138 This amount is multiplied by
the student population within each district in order to calculate each district’s funding entitlement.
The funding of the base allotment is then adjusted upward to account for a variety of weighted
factors, including geographic considerations (e.g., whether it is costlier to hire and retain teachers
in a particular region), the number of students with disabilities, and the number of low-income
students. These students are typically funded at an additional 20%. The state expects each district to
contribute to that amount with a minimum local tax contribution ($1 per $100 of assessed property
value); the state then makes up the difference between the two totals.139
What makes Texas unlike many other states is that they use what is often referred to as “power
equalization” or the guaranteed tax base model. In Texas, for each additional .01% collected by a
district (above the required base 1% rate), the state guarantees each district a certain amount of per
pupil funding (up to a maximum of 1.06%).140 In essence, the state provides a guaranteed state match
for increased local property tax efforts. Power equalization incentivizes districts with low property
wealth to better compete with districts that have high property wealth by ensuring a pre-set state
match ($77.53 per student in FY2017) for every .01% levied (regardless of the actual value of the .01%
for that particular community).141
In addition to power equalization, Texas has (since 1993) implemented a controversial additional
measure known as recapture (informally dubbed the ‘Robin Hood’ school finance plan).142 When
wealthier districts raise more than the full entitlement through their required 1% tax contribution,
any additional amount above and beyond the base entitlement goes to the state. Recaptured funds
are then used by the state to fund the foundation program in districts where local property wealth is
not sufficient to cover the entitlement costs of the district.143 Combined, these efforts go a long way
to more evenly distributing available public school resources across the state and minimizing the
outsized effects of local property wealth in any but the wealthiest districts.
It should be noted that Texas occupies a unique position vis-a-vis school funding. In many districts
within the state, skyrocketing property values have led to swift and steep increases in local property
taxes. As a result, a growing number of local communities have been been shouldering an increased
share of the cost for their schools. Local property owners in Texas currently pay 64% of public
education costs in the state.144 State support has been on the decline, with an increasing number of
districts exceeding their allotment with the 1% property tax rate alone.
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Benefits

The following are the benefits of Texas’ school
funding model:
• The power equalization approach to
school funding provides propertypoor districts with strong incentives to
maximize their own contributions to
school funding. By guaranteeing the
same amount to every district, it places
these districts on a more even playing
field with areas richer in property wealth.
• Texas understands the fiscal challenges
faced by rural and remote districts
and meaningfully incorporates these
considerations into its funding model.

Challenges

The following are the challenges of Texas’ school
funding model:
• Equity should be a consideration for
taxpayers, too. By failing to regularly
update and adjust basic funding
allotment amounts, Texas has kept its
costs unnaturally low while permitting
local property tax payers to assume
a disproportionate share of rising
educational costs.
• Despite using both power equalization
and recapture strategies, Texas state
funding still ranked 38th in terms of its
national Funding Adequacy -- it is still, in
short, effectively funding high-poverty
schools at a lower rate than low-poverty
schools. While this certainly warrants
further investigation, one possible reason
for this disparity may be ‘hold harmless’
protections provided to districts in the
wake of formula changes made well over
a decade ago.

Even with these proposed alternatives, the fundamental question remains: does money matter in
student outcomes? Ultimately, the answer depends largely on how you ask the question. If the question
is whether simply increasing school budgets will yield broad-based upticks in standardized test scores,
the answer appears to be no. If the question is whether increased funds to support instructionallyintensive classroom resources to students (particularly those from low-income backgrounds) will
yield more positive long-term academic and life outcomes for students, the answer appears to be yes.
Here is what the research tells us:
•
•

•

Raising per-pupil spending by 21.7% in all 12 school-age years was, for students from lowincome families, enough to erase the “education attainment gap” with their non-low-income
peers.145
Raising per-pupil spending even 10% in all 12 school-age years improved the probability of
high school graduation by 7 percentage points for all students (10 percentage points for low
income students). Further, researchers found evidence of improved adult wages and decreased
rates of adult poverty.146
A series of separate studies measuring the impact of statewide school finance reforms in
Michigan, Massachusetts, Vermont, and Kansas all revealed improved equity and long-term
positive impacts on student outcomes and student achievement.147

Research further shows that how funding is spent makes a difference. One meta-analysis of over 101
studies from the past 15 years found that increasing resources to fund intensified instructional support
(smaller class size, tutoring, etc.) had the largest impact on student achievement.148 Further, several
studies link increased student academic outcomes with funding for “higher staffing quantities.”149
Here, additional resources enable lower student-teacher ratios, longer academic years, and higher,
more competitive compensation for teachers.
Finally, research suggests that adequacy matters and that not all outcomes come with the same price
tag. A recent analysis addressing the ‘predicted cost’ of meeting statewide student performance goals
indicates a strong link between student circumstances and required resources.150 According to the
National Education Cost Model, in districts where high concentrations of students come from lowincome families, achieving the same student achievement goals requires three times the resources
needed to achieve the same goals in districts with minimal or zero poverty.151
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POLICY RECOMMENDATIONS
• Recommendation #1- Shift to a weighted, student-based funding model that allocates
dollars based upon student needs rather than staffing needs. Alabama lawmakers
should consider designing resource allocation formulas that more accurately reflect
the true and increased cost of educating students with different learning needs. New
Orleans officials define such “differentiated funding” as “proportionate to the time,
resources, and type of instruction required to educate the student.”152 At a minimum,
the student-based formula should consider increased support for: students in sparselypopulated districts, low-income students, and English Language learners. The state
should also revise Special Education funding to better reflect the real and varied cost
burdens faced by schools and districts serving a broad range of SPED students.
• Recommendation #2- Revisit the recommendations of the APA Consulting report
and consider restructuring a portion of Alabama’s local tax efforts through the
adoption of a power equalization model. The power equalization model allows
districts, regardless of local property wealth, to use their own additional taxation
effort to generate a guaranteed rate of return. State funds then serve as the ‘match’ for
locally raised dollars. Importantly, power equalization is not redistribution; local tax
dollars remain with the communities that raise them. By focusing on taxpayer equity
and local participation, the model builds capacity in regions with less property wealth
without ‘punishing’ wealthier districts.
• Recommendation #3 Implement simple revenue-generating measures that maximize
positive educational impact. Not all public education funding equity measures need
to be complicated. Alabama lawmakers could, for example, place a cap on the current
federal income tax deduction and use the resulting revenue to fully fund Alabama’s
popular and well-regarded First Class Pre-K program in every community. By merely
reducing the scale of the tax write off, Alabama could effectively minimize the public
education achievement gap before it starts.
• Recommendation #4: Revise the inherent inequalities built into Alabama’s Lid Law.
By undercutting the normal land valuation procedures for property owned by timber
and agricultural interests, the current use provision of the Lid Law systematically
underfunds rural education in the state. By repealing this outdated and outmoded
fixture of taxation policy, the state could, without shifting any resources from other
school systems, restore millions of dollars in local revenues back to the state’s rural
school districts. Further, the legislature should move towards equity regarding the
right to self-determination in ad valorem property taxes. The legislature should allow
all communities the right to approve their own local school millage rates and pursue
a policy of Home Rule.
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