POLICY BRIEF December 8, 2021

SIX FACTS ABOUT STATE AND LOCAL
EDUCATION FUNDING IN TENNESSEE

Local tax dollars are a major source of K-12 education funding in Tennessee. In fact, how the state and
local governments split these costs is a central issue in current discussions about reforming the Basic
Education Program (BEP), the state’s education funding formula. This policy brief explores the mix of
state and local education funding in Tennessee from 1992-2020 and highlights six key findings about
school district finances.

KEY TAKEAWAYS

1. State and local revenues for Tennessee schools have grown at about the same pace since
1998, when the BEP was first fully implemented.

2. The state's share of school district revenues is about the same as when the BEP was initially
phased-in.

3. The reliance on state funding varies significantly from one district to another but has grown for
most districts over time.

4. School districts pick up a larger share of school funding than the BEP requires.

5. Districts with higher fiscal capacity must rely more on local funding, but they also tend to
contribute the most in excess of BEP requirements.

6. Tennessee’s reliance on state education dollars is in line with the national average.

Figure 1. State and Local School Revenues Have Grown at About the
Same Pace Since Tennessee Fully Phased-In the BEP
School District Revenues per Pupil by Source — in 2020 Dollars (FYs 1992-2020)
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Source: The Sycamore Institute’s analysis of information from the Tennessee Advisory Commission on
Intergovernmental Relations (1) (2), the Tennessee Department of Education (3), National Center for Education
Statistics (4), and the Bureau of Economic Analysis (5)
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1. State and local revenues for Tennessee schools have grown at about
the same pace since 1998, when Tennessee first fully phased in the BEP.
The BEP was passed in 1992 and fully phased in by FY 1998. (1) Since FY 1998, per pupil revenues

from both state and local sources grew by about 1.4% per year on average after adjusting for inflation

(Figure 1). That's an increase of $61 per student per year from state revenues and $52 from local
revenues. (2) (3) (4) (5)

2. The state’s share of school district revenues is about the same as when
the BEP was initially fully implemented.

Just before BEP implementation began in FY 1992, state and local revenues were roughly equal - each
making up 50% of all school districts’ combined in-state revenues. By FY 1998, the state’s share grew
to 54%, and it has stayed close to that amount ever since (Figure 2). (2) (3)

Figure 2. The State’s Share of Tennessee School District Revenues Is
About the Same as When the Initial BEP Phase-In Ended

Percent of Total In-State School District Revenues* from State and Local Governments (FYs 1992-2020)
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*Includes districts’ state and local revenues but not federal funding.

Source: The Sycamore Institute’s analysis of information from the Tennessee Advisory Commission on

Intergovernmental Relations (1) (2) and the Tennessee Department of Education (3)

3. The reliance on state funding varies significantly from one district to
another but has grown for most districts over time.

State dollars comprise a larger share of most districts’ revenues than two- to three- decades ago.
Between 1992 and 1999, state dollars grew from about 57% of the average school district’s revenues
to 64%. By 2020, they had grown to 66%. That share increased for all but 15 of the state’s 133
districts/counties during the BEP's phase-in and for all but 38 between then and 2020 (Figure 3). T (6)
3)

While the average school district got 66% of its in-state revenues from state government in FY 2020,
there was wide variation. The state’s share ranges from less than 25% for the Franklin special school
district in Williamson County to nearly 90% for the Alamo city school district in Crockett County (Figure
4).(3)
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Chart Note

In Figures 2-4, “statewide total” means the state government’s share of all school districts’ combined
in-state revenues. "Average district” shows the average of each individual school district’s share of in-

state revenues that come from state government. Figure 2 displays the breakdown of the statewide

total between FYs 1992-2020. Figure 3 shows how the share of revenues from state government
changed between FYs 1992-1999 and FYs 1999-2020 for each individual school district as well as the
average district - with more detail on FY 2020 in Figure 4.

Figure 3. State Dollars Cover a Larger Share of School Revenue in
Most Tennessee Districts Than in Either 1992 or 1999

Percent of In-State Revenues* from State Government by School District (FYs 1992, 1999, 2020)
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They became a smaller share for
15 between 1992-1999 and for
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*Includes districts’ state and local revenues but not federal funding. **Because of district reorganizations between
1992-2020, school districts in Crockett, Hamilton, Roane, Shelby, and Tipton counties were consolidated into

county totals to allow for comparisons over time.

Note: District-level data were not available for FY 1998, when the BEP was first fully-funded.
Source: The Sycamore Institute’s analysis of data from The National Center for Education Statistics (6) and the

Tennessee Department of Education (3)
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Figure 4. About 2/3 of the Average Tennessee School District's
Revenues Come from the State

Percent of In-State Revenues* from State Government by School District (FY 2020)
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*Includes districts’ state and local revenues but not federal funding.
Source: Tennessee Department of Education (2)
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4. Local governments pick up a larger share of school funding than the
state’s education funding formula requires.

The BEP formula calculates a combined state and local total for education spending in each district
based on numerous variables and assumptions about what is necessary for a basic education. In FY
2020, the BEP formula calculated a total of $7.3 billion needed to fund schools - including 66% from
the state and 34% from local governments. (7) In fact, school districts reported over $9.5 billion of in-
state revenues - including 54% from the state and 46% from local sources (Figure 5). Local revenues
exceeded BEP requirements by 76%, while state revenues were over by 8%. (3)

On average, school districts put up $1,300 more per pupil than required by state law. Most districts in
FY 2020 contributed between $100-$2,000 per pupil above BEP requirements (Figure 6). One district
- the Franklin special school district - exceeded the required amount by over $9,000 per pupil. (7) (3)
(8)

Figure 5. Local Governments Contribute a Larger Share of School
Funding Than Tennessee’s Education Funding Formula Requires
Percent of In-State Revenues™ by Source (FY 2020)

BEP Requirement Actual Revenues
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$4.8B
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*Includes districts’ state and local revenues but not federal funding.
Source: The Sycamore Institute’s analysis of information from the Tennessee Comptroller's Office of Research and
Education Accountability (7) and the Tennessee Department of Education (3)
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Figure 6. The Average Tennessee School District Spends $1,300
More Per Pupil Than Our State Funding Formula Requires

Six Facts About State and Local Education Funding in Tennessee
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Source: The Sycamore Institute’s analysis of information from the Tennessee Comptroller's Office of Research and
Education Accountability (7) and the Tennessee Department of Education (3) (8)

Figure 7. Tennessee School Districts Required to Contribute More
Local Funding Also Tend to Make Higher Excess Contributions

Per Pupil Local Education Revenues by School District (FY 2020)
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Source: The Sycamore Institute’s analysis of information from the Tennessee Comptroller's Office of Research and
Education Accountability (7) and the Tennessee Department of Education (3) (8)

5. Districts with higher fiscal capacity must rely more on local funding, but
they also tend to contribute the most in excess of BEP requirements.

School districts able to raise more local revenue (e.g. higher property values, sales tax base, etc.) are
said to have more “fiscal capacity” and must generate a larger share of their total BEP calculation from
local funds. At the higher end, for example, Davidson County had to cover 56% of its BEP calculation in
FY 2020 from local revenues - about $4,800 per student. At the low end, the Union County school
district had to pick up 9%, or about $700 per student. (7)
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However, districts with the highest fiscal capacity also tend to contribute the most in excess of what the
BEP requires (Figure 7). On a per student basis, for example, Union County contributed about $380
above its $700 requirement, while Davidson County contributed $4,700 on top of its required $4,800.
(7)(3)(8)

6. Tennessee’s reliance on state education dollars is in line with the
national average.

Across all 50 states, an average of about 54% of in-state education revenues came from state
governments in FY 2018 (the most recent year for which national data are available). Tennessee’s rate
hit the average almost exactly (Figure 8). (6)

Figure 8. Tennessee’s Reliance on State Education Dollars Is in Line
With the National Average

Percent of Total In-State Education Revenues* from State Government (FY 2018)
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*Excludes federal revenues and revenues from district activities.
Source: The Sycamore Institute’s analysis of data from the National Center for Education (6)
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