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11) Why do some school boards find it difficult to make 
income cover expenses?
There are at least four reasons why school boards have 
difficulty balancing their budgets. All districts are affect-
ed by these problems, but some are financially better 
able to deal with them than are others.

a. Inflation — Inflation has about the same effect 
on schools as it has on personal household bud-
gets: everything costs more each year. More than 
half of the typical school district budget consists 
of salaries, which need to be increased as infla-
tion reduces the purchasing power of the dollar.

b. Tax relief — The Illinois General Assembly has 
enacted a number of measures over the years to 
hold the line on real estate taxes. These measures 
are designed to relieve the impact of inflation on 
property values. For school districts that cannot 
raise tax rates without voter approval, freezing 
property values also freezes property tax income. 
 
Tax relief measures that have eroded school 
income include the following:

• A general homestead exemption for home-
owners that exempts increases in market 
value from property taxes;

• A special homestead exemption for senior 
citizens;

• A special exemption for disabled veterans;
• An exemption for homestead improvements 

that increase market value;
• Preferential treatment for farm land that 

has a high market value in relation to 
productivity;

• A cap on increases in tax extensions in the 
counties around Chicago and many other 
counties that have adopted the Property Tax 
Extension Limitation Law.

Also, numerous municipalities have adopted 
enterprise zones or tax increment financing 
districts (TIFs). These are economic incentive 
programs for businesses and employers that 
permit them to abate or divert some property 
taxes from local taxing districts (including many 
school districts) to use for private or commu-
nity development. As of FY 2018 Illinois had 

101 active community enterprise zones and 
in FY 2020 the state had 1,489 active TIFs. 
 
Most school boards have no desire to increase 
property taxes — school board members pay 
property taxes, too. However, these tax relief 
measures were designed to reduce the impact of 
inflation on property taxes at a time when infla-
tion was driving up the cost of everything else. In 
earlier times, modest annual increases in proper-
ty values kept pace with modest annual increas-
es in school costs. Today, however, school costs 
go up while assessed property values in many 
areas are kept artificially low through special 
exemptions and preferential assessments.

c. State funding — The state’s share of school 
funding has declined over the past 15 years. 
In 2004, state funds made up 30% of the 
total public school funding. In 2019, state 
funds made up 27%. There have been years 
with higher and lower percentages, but 
the result is basically the same: local tax-
payers pay for local public education. 
 
Over a 30-year period, state spending for schools 
has decreased as a proportion of total state 
spending, although it has increased in recent 
years. In 1989, schools received 23.5 cents of 
every dollar in the state’s general revenue budget. 
Spending dropped to 18.9 cents per dollar by 
2011. For FY 2020, the schools’ share of state 
general revenue is 23 cents of every dollar.  

d. New programs — Public school services have 
been expanded and made available to many 
more people over the past 25 years — pre-
sumably to the benefit of the state, the nation, 
and the individuals served. These new services 
place new demands on the school budget. 
For example: each Illinois school district 
today is held legally responsible for the edu-
cation of all children in the district, regardless 
of physical, mental, or emotional handicap. 
Costs associated with these students tend to 
be higher than the costs of regular programs. 
Perhaps because the nation depends upon an 






