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Winners and Losers in School Tax Reform
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Any school finance rcfOnll lhal

change. tax r:ue:. changes property
values. 111ll."'. a~ Texas rcronns
school finantt under the direction
of its Supreme Coun. property
value,> will change throughout the
st:lte.

Property \'31lU.~ rcnt.""<:t hoth
property (axes and Ihe Cju:llity of
locI I service;, such as rouCdlion.
Howc\cr. changl;.'S in tax rates arc
more immt.-di:Hc and certain than
ch:mHc,,; in :-.<:11001 quality. 111cre

fore. the housing market will
respond r.bler to changes in taxes
than to change... in quality. In the
ncar teml. changes in property
t:I.'I\(.-'S will dctcnninc the changes in
property v:llucs.

Property taxc:-t rcprc~nt a :-eries
of obligations Ih:1\ buren; assume
when they purchase a property.
Therefore, the greater the I:IX

obligation, Ihe less a buyer wOllld
be willing 10 pay for :lny property.
:tll othl!r f:t<.:lOrs bl!in,l,: equal.
Research indicales th:lI with :t

market intl.:rCst rate of 8 percent.
every S100 increa:-c in property
taxes reduces property values by
:lpproximatcly S\.\ SO.t If t;;lxes
incre:l:>C with innation. the effect
on property value.:.'> is e\'en greater.

111(' acwa! ch:lllges in M:hool
property t:lxes dCIx:nd on the
delails of Ill(.' Tl.'x:ls Lcgblature"s
finance refonn pmpo:.al. A", an
cX;llnpll.'. \\C ("'ol1sider Ihl.' dfc,,"C1 of
a b\\ that equates lax r:l1e", across
the 1.06; school district:> in Texas.
For thi:-. example we U~ da~ from
the 1988-89 ...choul rear from the
Texa", Re··,t:;uch league. SChool
di!'dricls with lax r:l1e_", above the
...~Ie avcmge of 88.1 cents per 5100
of taxable \':tlu:Hion would lower
their lax r.l1b, \\ hill.' ...chool dlstnets

wilh lax rales belo\\ Ihe slate
:werage would incrc:t..e Iheir ~x
rales. lllis example rorre.,ponds
closely to Ihe effL'CI of a ",I:ue\\ ide
property lax for L-"(luC'.uion.

Of the school di.">1riets Ih:1\ would
increase their tax r.lle., 10 Ihe
:J.\"er.lge r:ne. 3-+5 would experience
a decline of:1I Ie-.l:-I 1 pero.:nt in
property \....Iue.,. Property \'alues
would fall by al Ic;lsl - percent in
the fi\'e school dblriet... wilh the
10\\'L~t t:LX r.ltes--Juno Consoli
dated School Distria (CSO),
Allamoorl.' CSD. 1r:I:iO-~hefficld

Independent School Oblrict <ISO),
St.·minole lSI) and Gkn Rose I!'lD.
An 580.000 homl.' in thc..e ""hool
dislrict:. would 10* roughly 56.000
in \·alue.

Of the M:hool di .. trich that would
decrease their r:l11.'S to the ~t:lle

:tvcr:lge, 38., would eXIx:ricnce
increases in property \';L1ue:-. of at
!east 1 percent, Properties in tile
Co:dlOm:1 ISD. which h;l.' the
highes! t;IX r:lte in the ~t:l\e. would
appreciate by almo~l 12 percent.
c;ILlsing an 580,000 hOTlll! to gain
59.200 in value. Fiftl.'cn othl.'r
school districb would L·Xrx:riI.'IlCe :Il
least a - -percc,,·nt incn.::l~ in home
\'alues.

llle six I:lrgc"'l ",chool dbtri<"h in
lhe Slate, which i..><.lucate IH per
ccnt of the "LUdent popUl:itiOll,
:llready ha\'C lax r.ues thai ;lre close
10 the "~Ie ;n-erage and would
experience lillie change in their
property \"3luL..... AU.'>lin :lml 'l.1n

Amonio. wilh t;JX r:l1e", abO\e the
",tale :I\·er:lgc. would expcm.·nc(,"
",m"ll gain... in property \;llllC",
D:tlhl.... EI 1':1"00, Fort \'\'orth ;lnd
Hou::>lon ha\e Ix:low';l\cr.l~e I.IX
r:llt..~ :lnd would '>l.-'C ..mall los""-.... in
propcrty \"3lue....

Chang\-~ in propcrty laxes
should induce swift ch:mges in
property \·:tlues. Although changes
in '>Choul qualilY will also alter
property \·alues. lhe efft..'Ct may nOl
he oI)\'ious for years. AI le:lsl in Ihl.'
nC'".lr teon. the winners and losers
in finance refonn will be clear.
School districts that must increase
property laxes following refoml
should cxperience losses in prop
erty \·:alues. while school dislrict:>
that can decre'.lSC property laxes
..hould I.'xperience gains.
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111e Sou!hwes! Economy is plIl)
fisbed sL\' IiIllesolll/lw/(r by tbe Fedeml
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