
A Taxing Situation:  The Effect of Replacing
School Property Tax with a 3-Cent Sales Tax

     Georgians are being asked to have a say in how public education in the state is funded. How they respond
could have serious, negative consequences for our schools.
     A proposal now under consideration would eliminate the property tax as a source of public school funding and
replace it totally with a dedicated statewide sales tax. Proponents of the funding plan say a 3-percent sales tax
would generate the same amount of money as property taxes now produce, but the burden would be shared by
everyone who purchases goods in Georgia. On the surface the proposal sounds attractive. But upon further study
it is clear that this drastic change in how communities fund the education of their children has significant, harmful
repercussions. Gwinnett County Public Schools opposes funding public education solely with a statewide
sales tax and offers the following points in defense of its position.

The sales tax is a highly volatile source of revenue. You cannot predict with any certainty, nor depend on,
the amount of revenue a sales tax will produce.
♦ Retail sales rise and fall based on economic conditions that can change overnight. Therefore, forecasting sales

tax revenues is very difficult. Property taxes, on the other hand, are much more stable over time because the
real estate market is less sensitive to cyclical economic changes— such as inflation and consumer sentiment.
In fact, property values in Georgia have not declined but grown in recent years, despite the downturn in the
overall economy early in this decade.

♦ In Gwinnett County we have first-hand experience with sales tax volatility. The current SPLOST was pre-
dicted to bring us $976 million for new classroom construction when it was approved by voters in 2001.
Today, our best estimate of what that penny will generate over five years is closer to $670 million. We were
able to make up the gap in construction funding with a lease purchase agreement. If we were dependent on a
sales tax for our operating expenses, however, we would not be so fortunate. With no other source of revenue
for day-to-day operations, we would face the unthinkable — the inevitability of cutting educational programs,
laying off teachers and staff, and reducing services our students need.

Placing public school funding totally in the hands of the state would mean the loss of local control. That
would impact the quality of education Gwinnett’s students receive.
♦ The state has an obligation to adequately fund a basic education for each Georgia child. If a community wants

to offer its students more than what the state provides, it can do so by funding extra programs, teachers,
resources, or time with local tax dollars.

♦ In Gwinnett, the list of locally-funded programs and services is lengthy. It includes several
hundred additional teachers so we can keep class sizes low and offer extra instruction;
additional curriculum materials and textbooks; more staff development opportunities; programs
such as Reading Recovery, International Baccalaureate, and transition classes for struggling
students; school bus transportation service that far exceeds what the state provides, and technol-
ogy support personnel in schools. State funding allotted to GCPS under the sales-tax plan would
not cover the costs of these programs and services... and would eliminate the local Board of
Education’s options to fund them locally.



♦ Teacher salaries in Gwinnett are supplemented about 20 percent with local dollars above what the state
pays them. Some teachers and other staff are paid totally out of local money. Funding for those salaries
and supplements could not be guaranteed without a source of revenue controlled by the local board of
education.

♦ This proposed state sales tax would be in addition to sales taxes already in place— sales taxes that are
crucial to funding the school system’s construction program as well as the county’s roads, fire stations,
libraries, parks, and police facilities. Would voters renew the penny sales taxes for those purposes if a 3-
cent increase in sales tax was imposed for operating schools?

♦ A sales tax would provide state funding based on the amount of money raised, regardless of the number
of students enrolled or the costs of the programs offered.

♦ Governor Sonny Perdue has charged his Education Finance Task Force with defining  what “excellence
in education” means for Georgia and then to determine the proper way to fund it. No funding decisions
should be made before the task force has completed its work and issued its recommendations.

Relieving property owners of the expense of funding public education is not necessarily in their
financial best interest. Many Georgia taxpayers would actually pay more in taxes if the funding
mechanism for schools was changed to a statewide sales tax.
♦ For most property owners, their federal and state income taxes would go up because the deduction for

property taxes paid would go away. Georgia State University experts predict that Georgians would see
an increased federal tax bill of $345 million.

♦ Georgians who are lower-income earners and senior citizens on a fixed income would be hit very hard
by a sales tax on all goods and/or services purchased.

♦ Senior citizens and disabled taxpayers who now enjoy significant property tax exemptions would no
longer have that benefit. In addition, many items now exempt from sales tax, such as food and prescrip-
tion drugs, would no longer be tax-free.

♦ Nonprofit corporations, including churches, that do not pay property taxes would have to pay the much
higher level of sales taxes. In Gwinnett, sales tax would rise from 6 percent to 9 percent, for example.

Any way you look at it, replacing school property taxes with a statewide

3-cent sales tax would be detrimental to our schools.
That’s why we are urging Gwinnett citizens who care about their schools to learn more about this issue and
have their say. There are three remaining opportunities to attend public hearings being held around the state
(see below). As importantly, write letters to your representative and senator. A list of state legislators serving
Gwinnett County can be found on the school system’s Web site (www.gwinnett.k12.ga.us). Visit the
following Web sites to learn more: www.georgiapta.org, or www.gsba.com.


