An Analysis of the Potential Effects of Additional Discretionary
Levies on the Fiscal Equity of Oklahoma Education Funding
EXECUTIVE SUMMARY

INTRODUCTION

poorest districts persist, and according to
Figure 1 may be increasing. Additionally,

The state of Oklahoma combined with

in the years following the Great Recession

local school districts contributed billions of

of the late 2000s, an increasing number

dollars in combined revenue to support

of Oklahoma school districts have not

public education each year, and common

qualified for state aid because of relatively

education is the largest line item in the state

high levels of local wealth. One explanation

budget annually. Ensuring that this

for the increase in these ‘out of formula’

considerable amount of funding is

districts is that funding from the state has

distributed fairly is critical; consequently,

been constricted and, in some years, even

the funding system used to support public

reduced because of the Great Recession.

P-12 education in Oklahoma includes multi-

Figure 2 indicates the trend in state aid to

tiered distribution formulae intended to

public schools over the decade of the 2010s.

address fiscal equity. These formulae are

Clearly, there is a need to reexamine fiscal

designed to provide local districts with

equity in Oklahoma over the past decade.

modest levels of natural wealth a greater
share of state formula funding to alleviate

Additionally, none of the Oklahoma equity

the naturally occurring effects of varying

studies have examined the potential effects

levels of wealth across local communities.

of discretionary tax levies on the fiscal
equity of the system. As a result of the

Previous studies have demonstrated a

state gubernatorial election of 2018, a new

relatively high degree of fiscal equity in

administration has as one of its education

general education funding in Oklahoma,

goals providing more opportunities for

though conversely low levels of equity in

local districts to raise funds, specifically to

capital outlay funding (refer to the Full

support increased teacher salaries, without

Report for a discussion of these studies

being ‘constrained’ by state funding. Clearly,

and for the study references). However,

implementation of such a plan might have

studies assessing the equity of the Oklahoma

substantial effects of the equity of the state

education funding system are a bit outdated.

funding system.

The gaps between the state’s wealthiest and
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The purpose of this study is to provide a

on the most recent fiscal year (2018).

multiyear equity assessment of the Oklahoma

Two models were simulated. First, the

education funding system over the past

addition of five additional local mills added

decade, coupled with a systematic analysis

to the 2018 funding formula, at varying

of potential effects of the implementation

chargeable levels, with no additional state

of a funding plan that provides additional

support beyond the formula included. The

discretionary local levies for school districts.

first analysis was similar to the current

Specifically, the study focuses on three

county four mill levy, which operates inside

elements:

the formula and is chargeable at the 75%
level. The second simulation includes

1. An analysis of the equity of Oklahoma

five supplementary (discretionary)

education funding over the decade (fiscal

mills outside the funding formula, similar

years 2010 to 2018). The analysis

to the current five mill building fund. The

provides an understanding the fiscal

second simulation includes an estimate of

equity effects of cuts in state aid borne of

the equity effects of additional state dollars,

the Great Recession, provides an update

using a rough estimate of percentages of

to earlier studies, and provides a baseline

state aid concomitant to current state aid

for the second part of the study.

per district.

2. A simulated analysis of the equity effects

3. Recommendations to policy makers given

of additional discretionary levies, based
Figure 1

the results of these analyses.

Figure
Figure 1
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Source: T Reynolds, The Impact of Capital Outlay Inequities on School District Cost Saving Measures in a
Climate of Budget Reductions, Ph.D. Dissertation, University of Oklahoma, 2019. Reprinted with permission.
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Source: T Reynolds, The Impact of Capital Outlay Inequities on School District Cost Saving Measures in a
Climate of Budget Reductions, Ph.D. Dissertation, University of Oklahoma, 2019. Reprinted with permission.

DESIGN

were based on revenue derived from fiscal year
2018, the most recent year with fully available

A brief overview is provided here, for a full

data. The estimates were based on a simulated

discussion of the design and results of the

additional five mills applied to the assessed

study please refer to the Full Report. The first

valuation of property as used in the 2018

part of the analysis included a comprehensive

funding formula.

analysis of the fiscal equity of both across all

one including an additional five mill levy within

districts (including charter schools) for the

the existing formula, chargeable at differing

past nine fiscal years, to establish a baseline

levels (100%, 75% - equivalent to the current

for the discretionary levy analysis. To provide

County four mill levy, 50%, 25%, and 00%). The

a fully comprehensive analysis, both revenues

second simulation included a supplementary five

per pupil and expenditures per pupil were

mill levy, similar to the current Building Fund.

used. Additionally, the per pupil element of

In the second simulation, estimates included

the analyses included both unweighted average

additional discretionary revenues without

daily membership (ADM) and weighted ADM.

additional state aid and estimates of the equity

These analyses (and the analyses for the second

effects if additional state aid were included (at

part of the study) employed standard equity

100%, 75%, 50%, and 25% of 2018 formula state

assessments.

aid levels). Further, each of these five simulated

Two simulations were used,

levels of additional state revenue was estimated

The second part of the current study

at two levels. The first of these provided for the

was intended to estimate effects of additional

additional five mill levy for all districts in the

discretionary levies if additive to the current

state. Those districts ineligible for state funding

Oklahoma formula-based education funding

in 2018; the out of formula districts and other

mechanism. Because the funding formulae are

districts would generate additional levies, but

revenue based, these additive estimates

would not receive any additional state funding,
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Likewise, the coefficients of
determination indicated a substantial
increase in the relationship between
per pupil assessed valuation and both
revenues and expenditures (per ADM and
per WADM) over the period. Clearly, the
relationship between local wealth and
funding outcomes per pupil strengthened
during the decade of the 2010s, perhaps
attributable at least in part to the
increasing number of out of
formula districts.

at any percent level. The second estimate
restricted additional levies to those districts
eligible for foundation support from the state
in 2018. The out of formula district additional
levies were all set at 0. The rationale for this
second level estimate was to enhance fiscal
equity across the system by allowing in formula
districts to catch up, to some degree, to out of
formula districts.
The standard equity statistics coefficient of
variation, Gini Coefficient (both equity and
welfare), Theil Index, McLoone Index, and
bivariate coefficient of determination were

The analysis included the application of

used to assess the degree of fiscal equity in

standard equity assessments first to 2018

each simulation. The estimated local and in

state and local revenue generated through the

some cases state revenues derived from the

formulae to establish a baseline for comparisons

discretionary levies were added to formula

to revenues if the five-mill discretionary levy

revenue generated in fiscal year 2018. The

were added. The charter schools were not

revenues and valuation levels were estimated at

included in these analyses because discretionary

both per ADM and per WADM levels.

levies would only be applicable to school
districts. Charters do not raise revenue through

EQUITY ANALYSIS ACROSS
OKLAHOMA SCHOOL DISTRICTS,
2010 TO 2018

property tax, and therefore not used in these
analyses. Should discretionary levies be codified
into Oklahoma Statutes, one might presume a

A brief description is included here, for more

mechanism for funding charters would likely be

details consult the Full Report. These results

developed.

are mixed; the coefficients of variation and

Conversely, Gini Coefficients (both equity and

determination indicate decreasing equity over

welfare) and Theil Indices remained relatively

the years, though the remaining statistics were

stable over the years. Additionally, there was no

much more stable. The coefficient of variation

consistent pattern of decreases in the McLoone

trend was a bit scattered during the middle

Indices across the years of the study, indicating

years of the study (between 2012 and 2016),

little decline in equity below the median of the

but stable in the earlier and the later years of

distribution across the years being examined.

the study. The variation coefficients for each of
the levels (expenditures per ADM and WADM

EQUITY ANALYSIS OF A FIVE MILL
DISCRETIONARY LEVY

and revenue per ADM and WADM) increased
over the course of the nine years of the study,
indicating decreased equity during this time

The addition of discretionary levies in the
absence of additional state support (either
00% chargeable or 00% supplementary
state aid) includes a slight decrease in fiscal
equity compared to formula revenue without

period. These increases indicate a decrease in
fiscal equity of Oklahoma education funding
during the years studied.
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discretionary levies. This is evident in all
statistical calculations except the McLoone
Index, indicating that most of the equity
disturbance would be above the median district.
As the percentage of state additional support
increases, the degree of fiscal equity increases.
Additionally, the overall degree of fiscal equity
is highest when only those districts receiving
state formula aid in 2018 are levying revenues
through the additional discretionary five mills.
The pattern of increased equity when including
only the in-formula districts is evident across all
four levels of analysis.

declines in overall equity stem from one of two

DISCUSSION

districts are placed at a disadvantage in funding

sources, or some combination of the two. First,
state aid to local districts was reduced during
the years of the Great Recession. Shrinking
percentages of state support result in a greater
reliance on local support, which naturally
results in disequalizing effects. These declines
are manifest in the increased number of out of
formula districts through the years. Another
potential source of decreased equity might be
the crossover effects resulting from the lack of
state support for capital outlay funding. Poorer
current operations in addition to meeting capital

The overall equity of revenues and expenditures

needs given districts are reliant on local sources

per pupil witnessed some decline from 2010

to fund capital outlay.

through 2018, as evidenced by overall increases
in the coefficients of variation and coefficients

Allowance of discretionary levies generated for

of determination. Certainly, the equity of the

an additional five mills would certainly result

system has eroded when compared to results

in much needed revenue for local districts

of earlier Oklahoma equity studies, across the

in the state, as Oklahoma modestly supports

standard measures of equity. Perhaps these

education compared to other states nationally
and regionally. Allowing discretionary levies
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only to in formula districts appears to enhance

matched current formula aid at 100 percent.

overall equity, enabling in formula districts

3. If the state Legislature is unwilling to equalize
the additional revenue, then the Legislature
a level more on par with the wealthier, out of
should construct the additional discretionary
formula districts. The equity of the system
levies to minimize additional inequities that
is enhanced across the board as state dollars
would naturally result from unequalized levies.
are used to more fully equalize the revenues
The Legislature might statutorily prohibit out of
formula districts from enacting discretionary levies
generated through the additional levies. And
outright or might provide statutory provision that
certainly, the additional state dollars might
additional proceeds from discretionary levies in
enhance Oklahoma’s standing in terms of overall
out of formula districts be subject to recapture and
financial support for education.
redistribution to districts eligible for state aid.
to raise additional revenue to bring them to

Following are
recommendations for
lawmakers and policy
makers given the results
of the analyses:

1. The Legislature should revise the system for
funding P-12 public education to allow additional
local levies (in addition to the current formulae
levies). Schools in Oklahoma are relatively
underfunded compared to other states. These
additional revenues could be used to support
much needed reform in Oklahoma education
such as increased teacher salaries and funding
additional teachers to reduce class sizes
statewide. The discretionary levies would
generate additional dollars irrespective of
whether they are included as part of the funding
formula or supplementary.

4. Although not specifically part of the current study,
it is recommended that the Legislature follow the
recommendation offered by Hime and Maiden
(2017) that funds be appropriated to equalize
capital outlay dollars in Oklahoma. The inequity
of capital outlay funding appears to negatively
affect the equity of current operations funding,
and these affects may be cumulatively increasing
over the years.

2. These additional levies should be equalized by the
state to provide additional state as well as local
dollars to support Oklahoma schools. This could
be accomplished by providing that additional
levies be chargeable at 100% if the additional
millage were to be included in the formula, and
by increasing the state formula constants (e.g.,
the foundation aid factor). Equalization aid would
leverage additional state funding as well as
local tax levies. These additional levies would
better position the state in terms of support for
education. State support would also maximize
fiscal equity in the system, particularly if state aid
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