How Tennessee's new education plan is changing the
share of the pie for school districts
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EDUCATION
Gov. Bill Lee's education funding proposal would add $1 billion to the funding pot.
Most school districts will see an increase in overall funding.
But for some, the share of the larger pie will change.
Lawmakers could give final approval this week to Lee's plan.
If approved, Gov. Bill Lee's new K-12 education funding plan will provide schools with an
addition $1 billion and nearly every district will see an increase in funding.
But an analysis by The Tennessean found by changing the way money is divided, nearly twothirds of school districts, although receiving more in actual dollars, are receiving a lower
percentage of state funds than under the previous formula.
This is because of how the state created the new formula and how it takes into account how
much local governments can contribute on their own.
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The proposed new formula, called the Tennessee Investment in Student Achievement or
TISA, promises to simplify the way districts are funded by providing money tied to individual
students instead of resources a school district needs.
Related:Gov. Bill Lee's school funding plan advances even as it faces tough scrutiny from
lawmakers
Lee and Tennessee Education Commissioner Penny Schwinn announced the plan in
February, and since then it has faced scrutiny as it has worked its way through the Tennessee
General Assembly.
The state House and Senate are expected the vote on the final version of the plan this week.

How the formula works
The new formula proposes every district start with a base amount of money per student, but
extra funding is added for students with specific needs, such as being economically
disadvantaged. This funding shows up as a category called weights in TISA, and, along with
the base, is funded by both state and local governments.
Under the new formula, Tennessee will increase the state money for K-12 education from
$5.19 billion per year to $6.26 billion.
Almost all 140 school districts would receive a funding bump, but 48 of them will receive a
larger share of state education funding than they received under the current formula, called
the Basic Education Program or BEP, according to The Tennessean's analysis.
The Tennessean conducted its analysis using numbers from the Sycamore Institute, a
nonpartisan think tank, that it received from Tennessee Department of Education on March
31.
Local funding:How much will local communities contribute under the new education
plan? It's complicated.
Much like the BEP, the amount the state would give a school system under TISA fills in for
what the state determines local governments can't afford.
Under TISA, the amount local governments are expected to contribute would remain roughly
the same, around $2.5 billion. This local government contribution as a whole accounts for
30% of total funding while the state covers 70%.
This state-to-local ratio is key to determining how the proposed formula would shift funding
responsibilities. Using a single ratio is a key departure from the BEP, which relies on three
different ratios of state and local funding shares depending on what's being funded.
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For instance, the state covers more of the costs generated by salary components of the BEP
than local governments, but funds considered to be "non classroom" are split equally
between state and local governments.
The single ratio means fewer calculations in the new formula, Schwinn has said. Using the
proposed new ratio also lowers the amount of funding local governments contribute.
"The proposed 70/30 split under the TISA proposal simplifies the split calculations and
ensures that statewide local contribution is less under the TISA than under the BEP and
would remain so in future years," the Tennessee Department of Education told The
Tennessean.
But local governments will still be required to maintain the amount of funding they have
previously paid beyond their required amounts, another addition of about $1.7 billion.
The TISA formula determines total education funding should total around $9 billion,
but because local governments can't spend less, the actual amount will be closer to $10.7
billion.
Senate Minority Leader Jeff Yarbro, D-Nashville, said the new funding formula doesn't
"fundamentally shift" education in the state.
"We need to be talking about how we're going to increase the dollars to Tennessee public
schools," Yarbro said. "So we're actually adequately funding instead of talking about how to
carve up the money in a different way."

91 districts receive a lower percentage of state funds
Under TISA, a Tennessean analysis found about 91 districts would receive a smaller share of
state funds under the new plan.
When asked about the change in state funding distributions, the TDOE stressed the new
student-based funding model would generate more funding for almost every district.
"It is important to clarify that with a potential investment of $1 billion in new state funds,
almost every district in the state is poised to receive more funding if the TISA becomes law,"
the department said.
One of those districts to see their percentage of state funds decrease is Metro Nashville Public
Schools. The district will receive a lower share of the total funds the TISA formula generates
compared to the BEP.
Under the old formula, Nashville received roughly $1 out of $17 the state put towards
education. But under the new equation, that number drops to $1 out of $19, based on The
Tennessean's analysis.
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For the districts receiving a smaller share, the percentage
point decreases range from 0.0004 to 0.68 in Nashville's
case.
On the surface, the drops seems small, but under a
multibillion-dollar plan, every percentage point adds up.
If the state used its old formula to distribute the new money,
Nashville would receive roughly $64.31 million in additional
funding, but the new plan provides the school district $22.05
million in new money.

Nashville ends up in this situation because fiscal capacity is calculated based on much local
counties can afford to pay based on their tax-generating bases.
The logic goes Nashville generates more tax revenue than any other county in the state, so it
can afford to put more local dollars into education.
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That calculation is part of an ongoing lawsuit over the current BEP formula that Nashville
and the Memphis-Shelby County Schools district have brought against the state. The districts
allege issues with both the way the BEP determines funds and how the state determines who
pays what.
Memphis-Shelby County Schools will see almost no change in its share of total funds the
TISA formula generates compared to the BEP and almost no change in its share of state
funds.

Source of contention
What is required of local governments to chip into education funding has been a source of
debate and controversy in the past and is again at issue as lawmakers consider the passage of
the new formula.
The local funding requirement the equation generates, though, is almost always lower than
the sum local governments have chosen to pay to schools.
And for now, the exact weighted components of the new formula still have to be set through a
rule-making process.
The BEP "establishes the minimum state and local contributions to K-12 education," said
authors of a report from the Tennessee Advisory Commission on Intergovernmental
Relations in January 2020, which acknowledged both state and local bodies have paid on top
of the allocations the current formula requires.
Since, by law, local governments can't fund students at a lower rate than they have
historically, the result for many is a buffer that tips the total funding to a school district over
the scales the state formula says is needed.
For the 2017-18 school year, which TACIR analyzed in its report, local governments paid $1.7
billion beyond the minimum requirements, half of which was paid by Davidson, Shelby,
Williamson and Knox counties.
In its lawsuit, the Nashville and Shelby school systems allege they aren't paying over the
requirement by choice, but by necessity.
For many years, TACIR reports have suggested the state recalibrate how it determines what
local governments should pay toward the local funding portion of the formula. As recently as
December 2020, the authors of the report again said the state should consider making that
calculation at the school district level, rather than at the county level, because of the number
of counties in Tennessee that have multiple school systems.
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Authors of the report said, "A system-level fiscal capacity model would account for these
intra-county differences and essentially eliminate intra-county disparities across school
systems."
TISA hasn't been approved by Tennessee lawmakers, but they are expected to vote on the
plan this week.
Adam Friedman is The Tennessean’s state government and politics reporter. Reach him by
email at afriedman@tennessean.com.
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