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Executive Summary 
 

Far from providing relief for working families, recent proposals to eliminate school property taxes in 

Pennsylvania would increase taxes on the middle class while sabotaging the chance to adequately fund 

Pennsylvania schools for middle- and low-income families. 

This report provides the first estimates of the impact of property tax elimination proposals on families in 

Pennsylvania. Echoing recent debates about U.S. health care policy, our findings demonstrate that, in the case of 

proposed property tax elimination in Pennsylvania, the devil is in the details.  

Across all Pennsylvania families, property tax elimination would increase taxes by $334 per family. While 

property taxes would fall by an average of $1,685 per family, sales and income taxes would rise by over $2,000 

on average per family. 

Moderate-income families (earning between $22,000 and $63,000), many of who live in rural areas, would see 

the biggest increase in taxes as a share of their income (0.6 percent). In dollar terms, these moderate-income 

families would see an average increase in taxes of around $300 ($269 to $326). 

There are two main reasons that the proposed property tax elimination increases taxes on middle-class families. 

First, the proposal would shift taxes from corporations to families, exacerbating a decades-old shift of taxes in 

Pennsylvania away from corporations.  

Second, the largest amounts of property tax relief would go to affluent families in rich school districts that have 

the highest property taxes because those school districts choose to amply fund local schools:  

¶ Affluent Lower Merion School District in Montgomery County, for example, would receive 22 times as 
much in state funds for school property tax elimination as the high-poverty Reading School District in 
Berks County ($23,219 per student versus $1,034).  

¶ In the 125 most affluent (lowest-poverty) school districts as a group, school districts would receive 
$10,703 per student in property tax relief, nearly three times as much as the $3,721 on average in the 
125 highest-poverty school districts ς half of them in rural communities. 
 

In 2015, the legislature achieved a bipartisan, bicameral consensus that any additional education funding should 

be distributed based on a scientific formula backed by research on the actual cost of a quality education in each 

district. Yet property tax elimination would distribute funds to districts in roughly opposite proportions to the 

basic education funding formula. Under the formula: 

¶ The highest-poverty 125 school districts would receive over four times as much as the lowest-poverty 
125 ($12,647 per student versus $3,107 per student). 

¶ Reading would receive 21 times more than Lower Merion ($26,327 per student versus $1,251 per 
student). 

 

Adding the additional state funds for property tax elimination to existing state funding for districts, the state 

would now provide an average of $12,198 per student to the richest quarter of districts, 39% more than the 

$8,802 per student in the poorest quarter of districts. That outcome fails the fairness test even before you 

consider the reality that it costs more to educate lower-income students. 
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The proposed property-tax elimination would also lock in for decades one of the ƴŀǘƛƻƴΩǎ Ƴƻǎǘ ǳƴŜǉǳŀƭ ǎǘŀǘŜ 

education finance systemsΦ Lǘ ǇǊƻǾƛŘŜǎ ƴƻ ƛƴŎǊŜŀǎŜ ƛƴ ƻǾŜǊŀƭƭ ŜŘǳŎŀǘƛƻƴ ŦǳƴŘƛƴƎΣ ǿƘƛƭŜ ƛƴŎǊŜŀǎƛƴƎ tŜƴƴǎȅƭǾŀƴƛŀΩǎ 

income and sales taxes to their highest levels ever, making it unlikely that the legislature would be able raise 

new revenues for schools for many years. Families in the moderate income rural and urban communities that 

ǎŜŜ ǘƘŜ ōƛƎƎŜǎǘ ƛƴŎǊŜŀǎŜǎ ƛƴ ǘŀȄŜǎ ǿƻǳƭŘ Ǉŀȅ ǘƘŜ ǇǊƛŎŜ ŀƎŀƛƴΣ ǿƛǘƘ ǘƘŜƛǊ ŎƘƛƭŘǊŜƴΩǎ ŜŘǳŎŀǘƛƻƴŀƭ ƻǇǇƻǊtunities 

permanently compromised by changes like large class sizes, a lack of full-day kindergarten, and few or no arts or 

AP classes.1  

¢ƘŜ ǇǊƻǇƻǎŜŘ ǇǊƻǇŜǊǘȅ ǘŀȄ ŜƭƛƳƛƴŀǘƛƻƴ ƛǎ ŀ ǎƻƭǳǘƛƻƴ ŦƻǊ ŀ ǇǊƻōƭŜƳ ǘƘŀǘ tŜƴƴǎȅƭǾŀƴƛŀ ŘƻŜǎƴΩǘ ƘŀǾŜ ς property 

taxes that are high across the board. As this brief shows, property taxes are comparable to our neighboring 

states and modest as a share of income in most places. One problem that Pennsylvania does have is inadequate 

state funding for education ς a major cause of current school funding inequities between districts of means that 

choose high property taxes and moderate income districts that struggle to make up for inadequate school 

funding. That problem, in turn, fuels a second problem: property taxes that ARE high in certain districts where 

residents are less able to afford them. Pennsylvania can solve these two problems by raising state revenues in a 

fair way, not to eliminate property taxes but to better fund schools; and by using some state revenues to reduce 

property taxes in a targeted way where they are high relative to what people can afford. 

  

                                                           
1 For a careful review of the challenges facing rural schools see Pennsylvania Partnerships For Children, Spending Impact on Student 
Performance: A Rural Perspective, March 2017, https://goo.gl/TLA7Kc. For a comprehensive review of the need for more equitable school 
funding see The Education Law Center, Money Matters in Education Justice, March 2017, https:// goo.gl/xHStEu.  

https://goo.gl/TLA7Kc
https://goo.gl/xHStEu
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Residential Property Taxes in Pennsylvania Are Similar to Other States in the Region 
 

Residential property taxes in 

Pennsylvania pay for county 

and municipal services (e.g., 

libraries, local roads, police, 

and fire protection) as well as 

local schools.  

The Institute on Taxation and 

Economic Policy (ITEP) 

estimates that for all families 

(renters and homeowners) the 

average property tax bill in 

Pennsylvania will be $2,180 in 

2017. 

To facilitate comparisons 

across states, we rely on 

median property tax payment 

data available for homeowners 

from each state (and for sub-

state areas) in the American Community Survey (ACS).2 .ŜŎŀǳǎŜ ǘƘŜǎŜ Řŀǘŀ ŘƻƴΩǘ ŎŀǇǘǳǊŜ ǘƘŜ ǇǊƻǇŜǊǘȅ ǘŀȄŜǎ 

faced by renters, the annual property tax bills are higher than estimates for all families.  According to the ACS, 

the typical (median) property tax bill for residential homeowners in Pennsylvania was $2,533 over the period 

from 2011 to 2015. With a median home value of $166,000, the effective property tax rate is 1.5%.   

Table 1.  

County, Municipal and School Property Taxes for Homeowners 

State 
Median 
Family 
Income 

Median 
Home Value 

Median Real 
Estate Tax 

Property Taxes as a 
% of Home Values¹ 

Property Taxes as 
Percentage of Income² 

Delaware $91,122 $231,500 $1,243 0.5% 1.4% 

Maryland $115,323 $286,900 $3,142 1.1% 2.7% 

New Jersey $116,367 $315,900 $7,410 2.3% 6.4% 

New York $102,899 $283,400 $4,600 1.6% 4.5% 

Ohio $82,042 $129,900 $2,032 1.6% 2.5% 

Pennsylvania $84,999 $166,000 $2,533 1.5% 3.0% 

West Virginia $63,900 $103,800 $607 0.6% 0.9% 

Notes: ¹Median property taxes as a percentage of median home values. ²Median property taxes as a percentage of median family 
income for homeowners 

Source: Keystone Research Center analysis of American Community Survey data 

                                                           
2 Unless otherwise specified data from the American Community Survey (ACS) is reported for the most recent five-year pool covering the 
period from 2011 to 2015.   

Figure 1.  
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Property taxes for all levels of county and municipal government account for 2.9% of the median family income 

of homeowners in Pennsylvania. As illustrated in Figure 1 and Table 1, property taxes in Pennsylvania, whether 

measured relative to home values or homeowner income, are in-line with other states in our region. They are 

lower than New York or New Jersey, comparable to Ohio and Maryland, and higher than Delaware and West 

Virginia.3   

School Property Taxes 
 

Narrowing our focus to 

property taxes levied to fund 

schools, The Institute on 

Taxation and Economic Policy 

(ITEP) estimates that for all 

families (renters and 

homeowners) the average 

school property tax bill in 

Pennsylvania in 2017 will be 

$1,685. 

To examine how property taxes 

have changed over time, it is 

necessary analyze data on 

changes in school property tax 

millage rates.4 In Figure 2 we 

present the average annual 

change in school real estate millage rates5 in Pennsylvania since 1999-00 alongside the average annual change in 

school property taxes collected over the same period.6  

                                                           
3 Separate analysis by the Independent Fiscal Office finds that property taxes considered relative to personal income are slightly below 
average in Pennsylvania considered relative to the rest of the country. See "School District Property Tax Elimination", Independent Fiscal 
Office, January 2017, https://goo.gl/zUGIwI. Our findings are also consistent with previous research conducted by Michael Wood and 
Sharon Ward, Reform Not Repeal: Pennsylvania Can Provide Property Tax Relief and Protect Public Schools, Pennsylvania Budget and 
Policy Center, October 2, 2014; https://goo.gl/evxQVh.   
4 !/{ Řŀǘŀ ǿƘƛŎƘ ŀǊŜ ǘƘŜ ǇǊƛƳŀǊȅ ƛƴǇǳǘ ƛƴ L¢9tΩǎ ŀƴŀƭȅǎƛǎ ŀǊŜ ƻƴƭȅ ŀǾŀƛƭŀōƭŜ ƛƴ ǎŜǾŜƴ ŦƛǾŜ-year pools starting with the period 2005 to 2009 
thus limiting our capacity to use this data to evaluate annual changes in property taxes.  
5 Estimating the percent change in millage rates for school districts located in a single county is straightforward. For the 88 school districts 
that serve more than one county, and thus have millage rates which are not comparable, we calculate the percent change in millage rates 
in each county and then estimate a weighted average of the change in millage rates for the whole district, where the weights applied to 
the percent change in millage rates in each county are calculated as the share of school district property values in each county as 
estimated from data provided by the State Tax Equalization Board.  
6 One of the barriers to analyzing millage rate data is that county governments periodically reassess the value of all property which 
typically results in a downward adjustment of millage rates which precludes us from calculating the change in millage rates from the year 
before reassessment. Our analysis here excludes any change in millage rates in which a county reassesses property values.  We present 
alongside our millage rate data the percent change in total property taxes collected which is available for every school district for every 
year since 1999-00.  Except for the Great Recession, which radically reduced property tax collections in 2008-09 our estimates of the 
change in millage rates mirrors property tax collections.  

Figure 2.  

https://goo.gl/zUGIwI
https://goo.gl/evxQVh
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Over the whole period 1999-00 to 2016-17, school property tax rates rose 2.6% a year, while property taxes 

collected rose an average of 3.9% per year.7 For the typical homeowner with a home valued at $166,000, a 2.6% 

increase in millage rates translates into an increase in property taxes of $47.8 As illustrated in Figure 2, the 

annual increase in property tax rates has been smaller in recent years; for example, on average since 2010-11 

property tax rates in Pennsylvania rose by 1.7% percent per year (roughly in line with average annual increases 

in consumer prices of 1.6% in this period). For the typical homeowner, a 1.7% increase in millage rates translates 

into an increase in the average property tax bill of $30. 

Changes in School Property Tax Millage Rates by School District9 
Maps 1 and 2 below present the average annual change in millage rates and property taxes collected by school 

district, with the highest values shaded in orange and red and the lowest values shaded in light and dark blue. 

 

                                                           
7 When you exclude the percent change in property taxes collected in 2008-09 (fell 2.8%) the average annual increase in property taxes 
collected since 1999-00 rises to 4.4%.  
8 To arrive at this calculation, we take from the American Community Survey our estimate of the effective tax rate for school property 
taxes ($1,813 / $166,000 = 1.09%) for the median homeowner and increase it by 2.6% (=1.12%). Multiplying 1.12% by the median home 
value of $166,000 yields a total property taxes collected of $1,860 which is $47 higher than our initial estimate of school property taxes.  
9 {ŜŜ ǘŀōǎ ά¢ŀōƭŜ !мέ ŀƴŘ ά¢ŀōƭŜ !нέ ƛƴ ǘƘŜ ƻƴƭƛƴŜ ǘŜŎƘƴƛŎŀƭ ŀǇǇŜƴŘƛȄ ŦƻǊ ǎŎƘƻƻƭ ŘƛǎǘǊƛŎǘ ƭŜǾŜƭ Řŀǘŀ ƻƴ ǘƘŜ ǇŜǊŎŜƴǘ ŎƘŀƴƎŜ ƛƴ Ǉroperty tax 
millage rates and property taxes collected since 1999-00 https://goo.gl/29lwb3  

https://goo.gl/imVF3o
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Although there are some exceptions, in general property tax rates (and property tax collections) in the last 16 

years have grown the most in the eastern half of Pennsylvania. In eastern Pennsylvania, property taxes in many 

districts grew at an average annual rate of 4.8% or more (orange and red hues).  In much of the western half of 

the state, property tax rates typically grew 3.1% or less (the two darkest blue hues).   

The Relationship Between Local Property Taxes and State Support of Schools 
As local taxes are not the only source of school funding, it is instructive to view the pattern of change in property 

tax rates within the context of trends in school revenues broken out by local, state and federal sources.   

In Figure 3 we present local revenue per student for schools in Pennsylvania as a whole. The chart captures all 

sources of revenue including, but not limited to, property taxes and earned income taxes.10 Alongside local 

revenue we present state and federal school revenues, also on a per student basis. Both figures are adjusted for 

                                                           
10 On average across the commonwealth property taxes represented 78.8% of all local taxes collected in 1999-00, that figure has risen 
slightly to 81% in 2014-15. In 2014-15, Act 1, Act 511 and First Class SD Taxes represented 14.4% of local taxes, that figure in 1999-00 was 
14.7%. 
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inflation (2014-15 dollars) and 

indexed to their respective 

levels in 1999-00 to facilitate 

comparisons of growth over 

time.  

Locally-collected revenues per 

student have grown faster in 

the last 16 years than state and 

federal revenues (37% versus 

30%) reflecting the fact that 

elected school boards have 

sought to raise more revenue 

to support their schools than 

their elected counterparts in 

the General Assembly in 

Harrisburg and U.S. Congress in 

Washington D.C.   

Table 2 breaks up the change in revenues 

into three distinct periods.  From 1999-00 

to 2007-08 (just before the worst of the 

Great Recession), the growth in local 

revenues outpaced state and federal 

revenue growth (26% versus 18%). Recall 

from Figure 2 that property tax millage 

rates were growing 3.4% a year during this 

period (the fastest pace of growth for 

these rates over the whole period).  

The Great Recession slowed the growth of 

local tax collections to just 1% from 2007-08 and 2010-11. In this period, state and federal revenue per student 

rose rapidly (15%) reflecting the best practice in macroeconomic policy which replaced local revenues with 

federal sources during and immediately after the recession.11 With the end of fiscal stimulus, state and federal 

revenues per student fell 10% ($654 per student) in 2011-12.12   

                                                           
11 The rise in state and federal funding per student in Figure 3 for the three years from 2008-09 to 2010-11 reflected first a rise in state 
funding in 2008-09 and then a rise of federal funds from the American Recovery and Reinvestment Act (ARRA) in 2009-10 and 2010-11.  
12 Ownership of the responsibility for cuts in funding for local schools in the 2011-12 state budget was a contested political issue in the 
run up to the 2014 gubernatorial eleŎǘƛƻƴΣ ǿƛǘƘ ŦƻǊƳŜǊ DƻǾŜǊƴƻǊ ¢ƻƳ /ƻǊōŜǘǘ ŀǊƎǳƛƴƎ ǘƘŀǘ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ ǘƘŜ Ŏǳǘǎ ǿŀǎ /ƻƴƎǊŜǎǎΩǎ 
decision not to extend aid to state local governments, a key component of the American Recovery and Investment Act (ARRA). In our 
view, aid to state and local governments did end too early, but that mistake was compounded when Governor Corbett and the leadership 
of the General Assembly made the decision not to replace federal revenue with new state revenues, and thus cut the state subsidy to 
ǎŎƘƻƻƭǎΦ ¢ƘŀǘΩǎ ƛƭƭǳǎtrated most clearly by the decision to replace ARRA funds allocated to state corrections with state revenues in 2011-
12 state budget rather than cut spending on corrections as was done to the state subsidy to schools. That decision ultimately rippled 
through local school district budgets as layoffs, rising student fees, and property tax increases.   

Table 2. 

Percent change in local and state and federal revenue per 
student 

Period 
Local revenue per 

student 

State & Federal 
revenue per 

student 

1999-00 to 2007-08 26% 18% 

2007-08 to 2010-11 1% 15% 

2010-11 to 2014-15 7% -4% 

1999-00 to 2014-15 37% 30% 

Figure 3.  
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Including federal fiscal stimulus 

funds (from the American 

Recovery and Reinvestment Act 

(ARRA)), state and federal 

revenues from 2010-11 fell by 

4% per year. If you exclude the 

drop in ARRA funds, state and 

federal revenues per student 

have grown by $368 per student 

since 2011-12 (an increase of 

6%), while local revenue per 

student over this period has 

grown $607 per student (an 

increase of 7%). The relatively 

stronger pace of state revenue 

growth since 2011-12 reflects a 

bipartisan consensus in both 

chambers of the General 

Assembly on the need to 

increase the state contribution 

to schools, especially following 

the funding cuts of 2011-12.13  

The notion of consensus in 

Harrisburg might seem 

misplaced given the closely-

contested gubernatorial election 

of 2014, followed immediately 

by a six-month stalemate over 

the 2015-16 state budget 

between Governor Tom Wolf 

and the General Assembly.  

However, in each state budget, 

including the last three budget 

agreements signed by former 

Governor Tom Corbett, the state 

subsidy to local school districts 

for education spending increased (Figure 4 see also Figure 5 for all state14 spending on education line items).  

                                                           
13 Wherever blame is directed for the education funding cuts of 2011-12, lawmakers of both parties, largely because of those cuts, have 
been eager in subsequent years to increase the state funds available to education from existing revenues. 
14 CƛƎǳǊŜ п ǊŜǇǊŜǎŜƴǘǎ Ƴƻǎǘ ȅŜŀǊǎΩ ōŀǎƛŎ ŜŘǳŎŀǘƛƻƴ ŦǳƴŘƛƴƎ ƭƛƴŜ ƛǘŜƳΤ CƛƎǳǊŜ р ŎŀǇǘǳǊŜǎ ŀƭƭ ŜŘǳŎŀǘƛƻƴ ǊŜƭŀǘŜŘ ƭƛƴŜ ƛǘŜƳǎ ƛƴŎƭǳŘƛng but not 
limited to state funds for school bus transportation, school lunch and employee pensions. 

Figure 4.  

Figure 5.  
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The source of conflict in each of the last six state budget agreements was not whether the state subsidy for 

schools should increase, but by how much, with sufficient increases in state education spending precluded by 

the absence of a legislative majority in support of raising new state revenues.  

Boosting spending for education given revenue constraints has become increasingly difficult as state tax 

collections are falling short of expenditures due to both falling corporate taxes, as well as a greying population 

that is reducing personal income tax and sales tax collections while increasing the demand for many state 

services.  An example of these strains is evident in the 2017-18 budget process. The Independent Fiscal Office 

estimates under current law a shortfall between revenues and expenditures in 2017-18 of $2 billion, on top of a 

shortfall of $774 million for 2016-17.15  Because of these budgetary pressures, Governor Tom Wolf has proposed 

an increase in the basic education subsidy of only $100 million for 2017-18, half the increase in the subsidy in 

2016-17. The Republican controlled house has since submitted its own 2017-18 budget proposal which although 

ƛƴŎƭǳŘŜǎ Ϸулл Ƴƛƭƭƛƻƴ ƭŜǎǎ ƛƴ ǘƻǘŀƭ ǎǘŀǘŜ ǎǇŜƴŘƛƴƎ ƳŀǘŎƘŜǎ ǘƘŜ DƻǾŜǊƴƻǊΩǎ ǇǊƻǇƻǎŀƭ ŦƻǊ ŀƴƻǘƘŜǊ Ϸмлл Ƴƛƭƭƛƻƴ ŦƻǊ 

the basic education subsidy.   

Without agreement to raise new ongoing revenues, state revenue per student will continue to lag behind the 

growth in need in local school districts. As illustrated previously in Figure 2, property tax millage rates in the last 

three years of data (2014-15 to 2016-17) are on the rise again.  Structural budget deficits are reducing the new 

state funds available for local schools, thus shifting the burden of financing schools to local taxes including the 

property tax.  

                                                           
15 See Slide 20, Long-Term Structural Imbalance, https://goo.gl/WJsFkB 

Box A: State Support for Local Schools Is 46th Lowest in the Country 

According to Census Bureau data 37% of total revenues in Pennsylvania schools 

ǿŜǊŜ ŦǊƻƳ ǎǘŀǘŜ ǎƻǳǊŎŜǎΦц  ¢ƘŜ ƴŀǘƛƻƴŀƭ ŀǾŜǊŀƎŜ ƛǎ псΦт҈ ŀƴŘ tŜƴƴǎȅƭǾŀƴƛŀΩǎ ǎǘŀǘŜ 

share of local revenues is lower than all but Illinois (36.7%), New Hampshire 

(34.1%), Nebraska (32.7%), and South Dakota (30.8%).  A low state share of 

revenues puts more of the burden of financing schools on property taxes and 

increases disparities in school funding between low and high wealth communities. 

As a result, Pennsylvania is the worst state in the country for funding inequality 

between its wealthiest and poorest school districts, with the spending gap per 

student between these two groups more than double the national average.² 

¹United States Census Bureau, Annual Survey of School System Finances, 2014. 
https://goo.gl/gGdIO5 
ч.ǊƻǿƴΣ 9ƳƳŀΦ άLƴ но ǎǘŀǘŜǎΣ ǊƛŎƘŜǊ ǎŎƘƻƻƭ ŘƛǎǘǊƛŎǘǎ ƎŜǘ ƳƻǊŜ ƭƻŎŀƭ ŦǳƴŘƛƴƎ ǘƘŀƴ ǇƻƻǊŜǊ ŘƛǎǘǊƛŎǘǎΦέ 
The Washington Post, 2015. http://wapo.st/18fFt2F 
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