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This study examined financial aspects of the consolidation or annexation of 12 pairs of 

school districts in Texas during the period 1996-2006. Nine of the twelve districts consolidated 

by mutual agreement of the two school boards and three annexations were by order of the 

Commissioner of Education of Texas. Financial criteria studied were: a) per pupil expenditures, 

b) total state aid, c) transportation costs, d) administrative costs, e) school district “wealth” 

status, and f) facilities assets/liabilities. Each of the initial 24 independent school districts’ 

criteria were collected for two years prior to consolidation and the 12 newly formed consolidated 

districts criteria were collected for the two years following consolidation. After consolidation, 

ten of the twelve districts had fewer than 1,000 students.  Of the other two districts, one district 

had approximately 3,000 students and one large district had over 150,000 students. Some 

districts experienced increases in local expenditures relative to transportation, administrative 

costs and total expenditures while other districts decreased costs over time. Twelve non-

consolidated districts with similar characteristics of the twelve consolidated districts were 

reviewed with the non-consolidated districts exhibiting increase and decrease fluctuations seen in 

the consolidated school districts.  These findings suggested that each of the issues studied in 

public school finance need to be examined with more specific criteria in order to ascertain cause 

and effect relationships with regard to school consolidation financial impact on state and local 

revenues and expenditures. 
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CHAPTER 1 

INTRODUCTION 

School consolidation has dramatically reduced the number of schools and increased the 

size of school districts in all states of the United States over the last 50 years.  Consolidation is a 

broad term applied to describe the combining of schools or districts in an effort to create 

administrative efficiencies (Nitta, 2010).  Schools are now larger and less rural than in years past.  

School size has been a topic of considerable discussion across the United States. It continues in 

Texas as school budgets are stretched to the maximum at a time when Texas legislators are 

obligated to fund schools adequately and efficiently to meet judicial directives.  Yet, research 

furnishes little evidence that consolidation controls costs or improves academic achievement 

(Patterson, 2006).  In an era of huge demands being placed on school budgets, is further school 

district consolidation the answer for Texas public schools to reduce the costs of operating Texas 

schools? 

Research indicates that most schools consolidate out of necessity rather than public 

choice.  National Rural Education Association published that in some situations, consolidation 

may be inevitable, as in situations where the population has declined to the point that a quality 

education cannot be provided to all students (Bard, 2005).  Policies setting “required acreage” for 

existing and new schools pressure districts to close small facilities and build consolidated 

schools (Cutshall, 2003).  The Arkansas legislature, by order of the Arkansas Supreme Court, 

passed a law requiring districts with fewer than 350 students to develop a plan for consolidation 

by April 1, 2004 (Robinson, 2004).  Mendon School District in Ohio consolidated because it was 

headed for serious financial trouble if it remained a separate school district (Self, 2001).  Public 

school data on recently consolidated schools in Texas provided some indication of the magnitude 
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of the costs of education.  Twelve Texas school districts consolidated between 1996 and 2006.  

These schools provided input into the issues of Texas expenditures for public schools and the 

cost effectiveness of established schools and consolidated schools. 

Researchers and the public use the term school consolidation generically to refer to 

different scenarios.  A dictionary defined a consolidated school as a public school serving pupils 

from several adjacent, often rural districts (Consolidated School).  Reorganization was another 

term that was defined as the evolution of two or more units into one new organizational unit 

(Sell, 1996).  This could also mean the annexation of adjoining territory into the larger or 

dominant organization and school closure (Bard, 2005).  Annexation of property from one 

organization to another was included under the term consolidation for this study.  This study uses 

the term consolidation in referring to the merging of schools, property, or student populations. 

Taxpaying citizens question the use of tax dollars since demands for taxes seemed to 

increase annually.  The cost of education in America used a great deal of tax dollars with over 

$370 billion a year allocated to school finance (Hoxby, 2004).  Many taxpayers want to cut taxes 

at any and every level while parents of school-aged children demand a quality education for their 

children.  Taxpayers without children in school questioned why they have to pay school taxes at 

all since they derive no direct benefit from this form of taxation.  The total cost of schools was 

on the agenda of every state and federal legislator due to the public attitude about taxation.  

Thus, the cost of education is pertinent and relevant for study at the state level. 

Revenue in small rural districts came from local and state sources which, together, 

amount to about 93% of the average small school budget.  Only about 7 % of an average small 

school budget came from the federal government.  In large rural districts, by comparison, a much 

smaller share came from local sources (NCES, 1999).  State support of larger schools was 
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lessened depending on the socio-economic demographics in the large school.  Federal funding 

was lost or lessened when schools consolidated since some federal funding was based on 

percentages of low socio-economic populations.    

Texas faced more and more demands on the state budget from inflation and additional 

demands for new program dollars, which raised school budgets through guidelines designed to 

cut funding which made them counterproductive.  Huge additional state appropriations could 

occur when and if the state mandates consolidation for any class of schools.  Comparing specific 

budget items showed fiscal benefits of consolidation but that did not reflect the total budget size 

affecting state budgeting issues.  In the Spade Independent School District (ISD)/Sudan ISD 

consolidation, district wealth was a factor since Sudan ISD was a Chapter 41 district.  A Chapter 

41 school district in Texas was a wealthy district that must send any monies over an allowable 

threshold to the state for recapture with Texas then “redistributing” the funds to poor school 

districts in what was referred to as a “Robin Hood” plan. 

The State of Texas used the inefficiency of operating smaller schools in its rationale to 

suggest and motivate the idea of consolidation of schools.  The consolidation of small high 

schools in the state with a minimum of 500 children was a recommendation of the House 

Committee on Saving Taxes in the 58th Legislature of Texas (Preston, 1961).  Yet, research 

studies and data analysis from various states and recent Texas school district consolidations 

reflect that this was not always the case.  In Texas and other states, incentive plans set up to deal 

with additional costs when school districts consolidate caused the school budgets to increase for 

the newly formed school district.  The cost, per pupil, to educate children in many newly 

consolidated schools increased, thus defeating one of the primary reasons to decrease the total 

number of school districts in the state and make small schools join to create larger districts.  It 
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seemed fortuitous for school districts to consolidate to receive more state financial support by 

way of the incentives and the larger school population that often added to instructional options at 

all campuses.  However, schools were not rushing to consolidate in Texas because communities 

wished to maintain their independence or there were other reasons that take precedence over 

school budget consideration. 

The State of Texas continued to explore the benefits of school consolidation through 

research and proposed legislation.  State Representative Leo Burman, R – Tyler, filed House Bill 

30 in March of 2007 (Perry, 2007).  The bill called for counties with 300,000 or fewer residents 

that hold multiple school districts to consolidate and form a single county school system.  There 

were over 200 Texas counties with fewer than the 300,000 population stipulated in the bill.  The 

bill was referred to the Texas House Public Education Committee, and it never made it out of 

committee.  However, that was simply the latest in a long line of proposals presented to the 

Texas legislature over the last decade that imply that smaller Texas public schools should 

consolidate.  For most legislators, it has been too political an issue to force consolidation.  

Dominating the ongoing question of school consolidation was the belief that fewer schools 

would result in more efficient use of public monies to educate children in Texas. 

One focus in studies had been to explore the most cost effective school size.  If a 

minimum school district size were required in Texas, or any state, school consolidation would be 

required.  In Texas, a minimum district size of 1,500 students would mean that over half of the 

districts in Texas would be forced to consolidate.  The research in this area indicated that the 

optimal school size widely varies from study to study.  Schools (districts) of 4,000 -5,000 

students were purported to be a reasonable threshold in one instance (Lawrence, 2002) while 

another calculation contended that a school (district) of 6,000 was optimal (Duncombe and 
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Yinger, 2001).  Augenblick suggested that a school (campus) size of no fewer than 260 and no 

more than 2,925 students was necessary to offer an appropriate curriculum, extra-curricular 

activities, and a safe and nurturing environment (Augenblick, 2001).  A review of Iowa schools 

proposed that school districts should be more than 750 students in contrast to a Utah evaluation 

that indicated the least number of students in a district should exceed 1,000 students.  Arkansas 

Governor Mike Huckabee proposed to merge schools that had fewer than 1,500 students per 

district which would have eliminated over 75% of the number of districts in his state.   A study 

of New York State school districts determined that districts of fewer than 500 students should be 

consolidated (Duncombe, 2001).  In all of these studies, a thorough examination of the 

parameters presented during the research showed that no true size of school district could be 

determined to be the most cost effective, particularly given local values and campus variations in 

the needs of the student population; still, any of these proposals would have resulted in reduction 

in the number of school districts in Texas. 

The idea that “smaller is better” had been researched and reported many times since the 

inception of public schools with numerous factors considered that relate to costs.  Positive results 

of smaller schools were most pronounced for students who were typically least well served by 

traditional schools.  Educational researchers have found that in comparison to large schools, 

small schools tended to have better attendance rates, stronger academic achievement, lower 

dropout rates, higher grades, fewer failed classes, greater participation in activities, less 

vandalism and violence, fewer behavioral incidents and especially strong academic results for 

low-income students and students of color (Darling-Hammond, 1997).  These factors were 

considered in this paper in the context that remediation of behavior and academic performance 

was extremely costly versus the alternative of educating children correctly the first time.  Small 
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and rural school consolidation became a question of not only actual dollars spent and cost per 

student but also of value and accountability for expenditures.   

Our country was founded and grounded in small, rural school education where children 

learned to read, write and cipher according to the rules available at the time.  With advanced 

technology and communication, all schools today essentially have had access to the same 

knowledge base, no matter where the schools held classes.  Lower dropout rates and improved 

attention to individual instructional issues for every learner may have made small schools a 

better value for money spent. (Pierce, 2005).  Large schools are created smaller learner 

communities within the structure of a large campus in order to enhance the responsibilities for 

learning and individual growth and simulating small school organizations.  Costs in this scenario 

fluctuate with the methodology of creating the learning communities.   

In some parts of Texas, travel between school districts was prohibitive on a daily basis.  

The cost of transportation at a time of high energy costs and concern for the environment due to 

transportation emissions made the question of consolidation even more difficult based on 

external factors of clean environment and resource conservation.  Much of the research on school 

consolidation was aimed primarily at the direct costs of academic learning without regard for 

external parameters.  Isolation and review of these external factors was dependent on the goals of 

education beyond meeting state and federal testing guidelines. 

Schools and school districts across the nation have increased in size.  Between 1940 and 

1990, the total number of elementary and secondary schools declined 69 %, despite a 70 % 

increase in the population (Walberg, 1992), while the total number of school districts decreased 

by 87 %. (Cotton, 1996)  Between 1939 and 1973, school districts declined at a rate of 13 % per 

year. (Killeen, 2000)  Cumulatively, the count of districts has gone from over 130,000 in 1930 in 
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the United States to near 16,000 in 1970 (Howell, 2005).  In 2001, 49.2% of the school districts 

in the United States had enrollments of less than 1,000 students. (NCES, 1999)  In Texas, the 

number of school districts declined from 7,000 in 1936 to just over 1,000 consolidated school 

districts today.  Recent developments in Texas indicated a huge student growth rate with over 

70,000 students per year being added to school districts within the state.  

The most frequent incentive to consolidate schools was based on financial “economy of 

scale” issues that were easily ascertained with surface facts and generalizations.  Economy of 

scale is the relationship between average cost and level of output. (Duncombe, Miner and 

Ruggiero, 2001)  Most often the consolidation decision was stimulated by sources outside the 

community or school district.  Those forces, at times, took the guise of diminishing financial 

support from the state causing a consequential resources shortage at the local level that 

ultimately leads to consolidation since the independent school district cannot maintain operating 

expenses to continue the instructional program.   

A popular legislation question in recent years related to state funded facilities, especially 

for fast growing districts.  Where these instructional facilities created debt for a school, the cost 

of consolidation included the cost of incurring debt and the possibility of abandoning facilities in 

one district and utilizing state funding to create new facilities in a district that grew significantly 

due to a consolidation. 

School consolidation reports generally promoted cost savings as a benefit of 

consolidation.  David Thompson reported that school consolidation alleviates financial concerns 

(Newberry, 2005).  Is this because of increased funding per pupil in the new district or because 

the consolidated schools run more efficiently and can cut overall costs for education of students? 
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Texas funding of schools included incentive funding for schools to consolidate.  The 

original purpose of incentive aid was to assist transition efforts of school districts to consolidate 

with other districts by funding both districts with state aid payments that would be the same as 

the districts would have received if they had remained separate for a period of 10 years.  (Texas 

Comptroller Report, 2007)  Thus, Texas was quite aware of the increase in funding associated 

with creation of consolidated schools and even supported this increase with legislation. Years of 

research on consolidation kept coming up with the similar statistics yet, states continued to see 

consolidation as an avenue for fiscal efficiency.   

 

Purpose of the Study 

The purpose of this study is to determine if the consolidation of two or more Texas 

school districts is an effective means of cost management for state and local funds.  Many 

politicians and state policy decision-makers believe that the savings in administrative costs alone 

make the consolidation of smaller schools fiscally responsible since the administrative salary(s) 

absorbed would go toward instruction in the newly formed school district.  The question then 

becomes how does the consolidation impact the overall budget processes and how might other 

areas of budgeting be increased or decreased after the consolidation.  This research question 

reviewed data two years prior to consolidation and two years after consolidation and examined 

the following finance issues. 

 

Research Question 

What impact does school consolidation have in Texas on state and local revenue and 

expenditures?  This research question was analyzed by exploring the following seven financial 
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issues. 

1. What changes occur in per pupil spending ranging over the entire district budget after 

consolidation relative to the prior two years budget per pupil spending?   

2. What effect does consolidation of districts have on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of like size? 

3. What impact does consolidation have with regard to changes in school district 

wealth? 

4. What effect does the consolidation of two or more school districts have on total state 

funding to the newly consolidated school district? 

5. What is the financial impact of facilities from the vacated school district on the newly 

formed school district in terms of cost per pupil in the first two years after of 

consolidation?  

6. How do the administrative costs of the two separate districts compare to the 

administrative costs of the new district? 

7. How does the cost of transportation of students change after consolidation? 

 

Other Considerations of Consolidation 

Other factors that affected school consolidation related to current funding anomalies.  

Energy credits were benefiting school budgets tremendously.  Green energy programs and 

oil/gas revenues, especially in remote areas of west Texas, were adding significant revenues to 

schools.  While the state’s current recapture formulas limit the amount of revenue that can be 

used for instruction, funding formulas in Texas promoted facilities and resources in small 

wealthy school districts to be superior to that of neighboring non-wealthy schools.  Therefore, 
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those revenues would impact consolidation of districts.  Facilities were placed more fairly among 

all schools yet the amount of recapture funds were reduced making consolidation a consideration 

for wealthy schools. 

Size was a factor in the formula for calculating costs per pupil as a comparison for this 

study.  For example, the consolidation of Spade ISD and Sudan ISD, two small school districts 

that combined to form a school of about 500 students, had a very different cost per pupil than the 

respective cost from the consolidation of Wilmer-Hutchins ISD and Dallas ISD with over 

150,000 students.  The economy of scale and funding formula for the different sizes of schools 

made only the individual consolidation cost comparisons relevant.  Therefore, any cost 

comparisons for per pupil spending had to examine the actual changes. 

Texas created financial incentives in recent sessions that degrade the effectiveness of 

consolidation for the purpose of saving dollars on educational costs.  An example of this was 

seen in legislation that created a “hold harmless” effect on district revenues from state funding.  

“The term ‘hold harmless’ was used to describe a provision in new law that was designed to 

protect a school district from a loss of local revenue or state aid.” (Coalition to Invest in Texas 

Schools, 2010)  Hold harmless provisions are common when a significant change was made to a 

formula or funding source. Albert Cortez stated: 

A final disequalizing feature introduced into the new system was the integration of what 
is referred to as a school district’s target revenue. The target revenue figure was created 
to ensure that every district in the state would get as much or a bit more in state and local 
revenue as the amount it was receiving prior to the adoption of the 2006 reforms. The 
new "adjustment" has evolved into a giant hold harmless mechanism that overrides the 
cumulative impact of all the equalization features still present in the current system.  In 
fact, more districts receive funding on the basis of their target revenue amount than under 
the application of existing funding formulae (Cortez, 2008).   
 

These incentives affected the formula funding for schools such that either the schools or the state 

would experience increases in costs or decreases in revenue after a consolidation.  In most cases, 
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hold harmless legislation cost the state significant monies. 

A definite advantage of school consolidation, both at the school campus level and the 

school district level, was the reduction of the highest paid personnel positions.  Two districts did 

not need to retain two superintendents.  Superintendent salaries in Texas range from $50,000 to 

$350,000 annually.  Thus, the thinking was that one of these highest priced positions would be 

saved.  School district consolidation often consolidates classrooms of children, leading to school 

closure where one campus can meet the needs of two campuses in the two separate districts.  In 

these cases, some of the principal(s) and teachers were surplus personnel.  Experience with 

Texas schools that consolidated revealed that a lesser administrative position was usually created 

from the merger and costs associated with combining the districts were increased for the first 

year or two, making the reduction in administration costs a fallacy. 

Increased district size often meant more transportation costs and higher costs of services 

to the increased population.  The cost of transporting students was a factor in Texas.  Some small 

districts encompass an entire county.  Therefore, consolidation made travel time longer and 

distances increased significantly, even doubling some travel time.  To maximize the benefits of 

consolidation, transportation would have had to extend in two directions.  Students not formerly 

being transported within a community had to be bused to a school campus in a neighboring town 

while student bus riders in both districts had to travel farther.  Those factors increased both the 

cost of fuel and maintenance and required the purchase of additional buses to accommodate the 

additional riders.  In a situation where the newly formed district closed the campuses or some 

classrooms in one of the districts, transportation costs increased significantly.  Texas has not 

changed transportation funding since 1984.  To double the huge increase in transportation 

funding would not have been sufficient to handle the increased costs in some consolidated 
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schools.  In all cases, state transportation revenues were not enough to pay the actual costs of 

transportation of the non-consolidated districts which costs were lesser than the combined 

transportation costs.  The transportation funding in Texas was calculated, to a large degree, on 

number of riders and the “linear density” of those riders.  Newly consolidated school districts did 

drive farther to collect a small number of students, and thus, had a reduction in school 

transportation funding since the linear density of those outlying students was very low.  Simply 

stated, districts were penalized in transportation funding in a consolidation of schools in rural 

areas.  It was evident that the legislature required the consolidated schools to pay the extra 

expenses from the incentive monies associated with consolidation.  That increase in expenditures 

created a barrier to favorable school district consolidation. 

 

Definitions 

• Academic Excellence Indicator System of Texas (AEIS) – An accountability system 

measuring student performance on state administered tests.  These tests were a part of the federal 

system of requirements.  In addition to test performance, attendance rates and completion rates 

were indicators of accountability on AEIS.  Small schools had some advantages in that counting 

very small subgroup populations was not graded; therefore student success would not be a factor 

for smaller schools in some instances.  Individual schools within a district were evaluated 

independent of the district totals.  In some cases, campuses were rated at one level while the 

district in which the campuses operated may have had a lower or higher designation due to 

population counts in subgroups within the district and campus. Funding was monitored and 

evaluated at the district level.   
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• Annexation - A political process where the boundaries of a school district are 

redefined or redrawn for the delivery of educational services within the newly created school 

district.  In Texas, when the Commissioner of Education forced a school district to close and 

become a part of another school district, the vacated school was annexed to the host school 

district. 

• Chapter 41 and Chapter 42 funded school districts - A Chapter 41 school district 

having property wealth in excess of $305,000 per weighted student is subject to recapture 

provisions. In 2004-05 there were 135 Chapter 41 school districts.  Chapter 42 referred to the 

funding of school districts with less than the threshold $305,000 per weighted student.  Chapter 

42 districts were not subject to recapture.  This term will be a factor in consolidation of schools 

since it affects recapturing of local funds, and consequently, the budget of a Chapter 41 school 

district.  Consolidation would affect the number of weighted students in a district and therefore, 

affect the Chapter 41 status of a district.  

• Consolidation – A political process where two or more school districts combine land, 

buildings and physical resources for the combined instructions of all students served by the 

formerly independent school districts.  In some cases, portions of school districts can be 

consolidated for a variety of reasons.  A property wealthy school district may want to release part 

of its land/wealth to a less wealthy school district to meet equalization of funding as prescribed 

in the Texas funding laws.  For the purposes of this dissertation, consolidation refers to any 

combination of two or more school districts rather than any partial consolidation.   

• Host school district – A school district in a consolidation or annexation that receives 

the students and resources of a vacated school district to form a larger independent school 

district.  It is the combination of both districts after the consolidation. 
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• Incentive funding – A funding system that is designed to be equitable and adequate to 

meet the educational needs of all Texas students.  However, there are funding advantages for 

school districts that choose to consolidate.   

• Independent school district –A public school in Texas meeting all standards and 

regulations of the Texas Education Code, all federal guidelines with respect to constitutional law 

and other federal guidelines if the school accepts monies from the federal government and 

adheres to all regulations tied to the monies. 

• K-12 public school district – A public school that offers grade levels kindergarten 

through 12th grade though most Texas public schools offering K-12 instruction also offer pre-

kindergarten classes and early childhood classes for handicapped and disadvantaged students. 

• K-6/K-8 school districts – An independent public school district offering a limited 

number of grade levels.  Often the grade levels served wree kindergarten through 6th grade or 

kindergarten through 8th grade.  Like most K-12 districts, those schools often offered instruction 

to students below the kindergarten ages if the students were disadvantaged or handicapped.  

These schools were typically small in total student population and were generally in rural areas.  

However, a K-6 or K-8 school district may have been isolated by long distances from other 

schools and operated to keep the youngest children from having to travel long distances on a 

daily basis just to receive academic instruction. 

• No Child Left Behind Act of 2001 (NCLB) – Federal legislation dictating demands 

on the schools that are complicated or enhanced by school size.  In some cases, school campuses 

may have performed well on NCLB requirements by virtue of serving a small student population 

since accountability size restrictions made some special populations of students not observed in 

the scoring criteria.  On the other hand, size was not a factor in having to meet “highly qualified 
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teacher” standards where a school accepted federal funding.  In a similar comparison, large 

school districts had an advantage in meeting NCLB guidelines since the performance (or lack of 

performance) by one student can represent a very small percentage of a total population and not 

be a significant factor in the overall performance of the district. 

• Public Information Educational Management System of Texas (PIEMS) – PIEMS 

encompasses all data requested and received by the Texas Education Agency (TEA) about public 

education; including, student demographic and academic performance, personnel, financial, and 

organizational information. In one instance in the last ten years, the Texas Commissioner of 

Education acting as the head of the educational programs for the State of Texas, forced the 

consolidation of a school district due to poor fiscal management as indicated through state 

reporting requirements. 

• Vacated school district – A district in a consolidation or annexation that delivers all 

its students and resources to the newly joined school district.   

 

Limitations of the Study 

There were some limitations associated with the study. 

1. The study involved only consolidated school districts during a ten-year period.  This 

was necessary in order to provide some consistency in the data.  The funding laws in Texas 

varied so widely over the history of the state that laws affecting the funding of schools would 

bias one time period over another.  In order to do a study of consolidation data for a period 

before and after each consolidation, only districts consolidated from 1996 to 2006 were a part of 

the study. 
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2. The districts in the study tended to be either very large or very small.  This is a 

reflection of the circumstances surrounding the consolidations rather than an arbitrary, random 

sample.  All cases of consolidation were considered for the time period stated. 

3. A small number of cases were available for review.   

4. No performance criteria were examined in the compilation of the report.  

Consequently, the instructional or performance value-added criterion associated with many 

school decisions was not a part of this study.  There is no indication that financial gains or losses 

supported higher or lower quality of the learning environment. 

 

Summary 

The question of fiscal responsibility for schools by Texas was in question for many 

decades.  Legislation had been enacted that changed the manner in which Texas schools received 

funds from the state budget as opposed to the local funding of schools.  If financially feasible, 

local school districts would fund local schools and avoid consolidation.  Yet the question in this 

instance became one of equity since all school districts were not created with equal funding at 

the local level.  Alan Peshkin’s conclusion in a book on school consolidation was that rural 

school consolidation remained the flash point of an enduring social tension (1982).  As long as 

governments and local groups wanted to minimize monetary support for schools and yet improve 

the education of young people, the conflict continued in the decisions about school 

consolidation.   
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CHAPTER 2  

REVIEW OF THE LITERATURE 

Research Question 

What impact does school consolidation have in Texas on state and local revenue and 

expenditures?  This research question was analyzed by exploring the following seven financial 

issues. 

1. What changes occur in per pupil spending ranging over the entire district budget after 

consolidation relative to the prior two years budget per pupil spending?   

2. What effect does consolidation of districts have on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of like size? 

3. What impact does consolidation have with regard to changes in school district 

wealth? 

4. What effect does the consolidation of two or more school districts have on total state 

funding to the newly consolidated school district? 

5. What is the financial impact of facilities from the vacated school district on the newly 

formed school district in terms of cost per pupil in the first two years after of 

consolidation?  

6. How do the administrative costs of the two separate districts compare to the 

administrative costs of the new district? 

7. How does the cost of transportation of students change after consolidation? 

School district consolidation has been an option for school districts in the nation for many 

decades.  Between 1940 and 1980, over 100,000 school districts were consolidated into other 
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schools across the nation with the average number of districts per state declining from 2,437 to 

318 (Strang, 1987). 

Arkansas studies gave rise to questions about the viability of consolidation of small, rural 

school districts.  A study by Dodson and Garrrett (2002) created a simulated district where 

variable costs were considered compared to actual district expenditures.  The simulations showed 

that districts could save an average of 34 % in average variable costs.  However, consolidation of 

school districts increased various implicit costs to students and local communities.  One point for 

consideration of consolidation was the freeing of some economy dollars that could then be used 

to raise teacher pay.  Significant scale economies existed in teacher salary costs, supply costs and 

total costs. (Dodson and Garrett, 2002)  Transportation costs were less clear in terms of benefit 

from consolidation. 

There existed little direct evidence on how consolidation actually affects school districts 

in the medium or long run. (Duncombe and Yinger, 2000)  Webb and Ohm (2002) stated that 

smaller districts were more efficient than larger ones in both dollars per student and number of 

administrators per student.  Teachers were more likely to demand larger salaries in larger 

districts with many teachers reluctant to have sought positions in larger districts due to discipline 

and metropolitan crime issues.  The costs of teaching in a larger district then rose since supply 

and demand were forcing a higher economy of scale (or cost of education) in the larger schools.  

Therefore, teacher salaries increased as schools consolidated.  Improved student learning with 

lower pupil-teacher ratios suggested that it was not always a wise economy for education (Purdy, 

1997).  While poor economy of pupil-teacher ratio was not a direct cost concern, remediation 

and additional resources to reach students who did not receive instruction at the first opportunity 

had an effect on personnel costs over time.   
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Some studies found that cost efficiency was dependent on the nature of the two districts 

to be consolidated.  If both districts were managed poorly, the new consolidated district would be 

no better.  Alan Peshkin states that larger schools are essential for the educational well-being of 

our children and the fiscal soundness of our schools in referencing the American assumption 

about quality in learning (1982).  Peshkin further stated that his study illuminates the 

fundamental value placed on cost-control through mass production.  Texas Education Agency 

personnel (Flathouse, 2004) contend that districts that are “circling the drain” cannot operate 

efficiently no matter what the size of the district.  Dr. Ed Flathouse was the Texas Education 

Agency Associate Commissioner of School Funding.  He referred to school districts in financial 

distress as “circling the drain” which meant they were spiraling down into financial insolvency.  

Most recently, Wilmer-Hutchins ISD was taken over by the TEA due to poor management and 

inability to operate monetary standards effectively.  Wilmer-Hutchins ISD had over 3,000 

students at the time of its closure by TEA.  That mid-range district indicated that financial 

integrity was not limited to small districts.  In fact, Antonucci (2002) found that there are 

“penalties of scale” which dictate that as a district increased, the more resources it devoted to 

secondary or even non-essential activities.   

Williams (1990) spoke to the “diseconomies of scale” which he defined as the act of 

ignoring the additional capital expenditures, salaries, and operating costs associated with greatly 

increased transportation required by consolidation.  Larger districts required added layers of 

administration, more complex security systems and additional maintenance staff.  Thus, savings 

from consolidation were quickly consumed in additional expenses.  Transportation costs rose 

over time after consolidation efforts had been put in place. (Killeen and Sipple, 2000)  Other 



20 

costs of larger schools were lower graduation rates, higher dropout rates, high rates of violence 

and crime, and lower teacher satisfaction. 

The specific needs of every school district dictated a great need for resources.  Large and 

small school districts budgeted costs to provide a quality instructional program for all students 

within the system.  West Virginia created the School Building Authority (SBA) to determine the 

economies of schools and school districts.  The Recht Decision in West Virginia (Purdy, 1992) 

found that the poverty of rural counties created special educational needs that were best met in 

smaller schools.  Special needs students had individualized instruction requirements that could 

not be institutionalized or benefit from an economy of scale guideline.   

Capital cost was an additional factor in economy equations when new buildings were 

constructed.  The new construction required after consolidation offset projected operating cost 

savings. (Fox, 1980)  West Virginia, which had closed more than 25% of its schools since 1990, 

had virtually the same pupil-teacher ratio in 1995 as in 1990, indicating that no teaching 

positions had been eliminated and no appreciable savings had been realized in professional 

personnel by those closures. (Purdy, 1997)  As Texas had grown at a phenomenal rate, all 

buildings in the state were needed.  Yet, school campuses that existed at the time of 

consolidation often could not be used since enrollment declined in that area and the buildings 

were not used by the newly consolidated district since the enrollment increased with the 

consolidation.  There was a burden on the host districts as those buildings need to be maintained 

and any debt on the facilities had to be resolved.  Therefore, following the West Virginia model, 

capital costs for construction of new schools in Texas easily outweighed savings in operating 

costs in a market with soaring values for construction and even higher costs for renovation. 
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Several studies reviewed cost per pupil expenditures responded to the question of school 

consolidation fiscal efficiency.  Innerman and Otto (2003) used cost per pupil to study Iowa 

schools.  Cox (2002) used the same measure to explore cost efficiency in Utah educational 

programs.   

A New York study found that cost per pupil expenses would not benefit many districts.  

When reviewing districts of fewer than 500 students, districts did take advantage of 

consolidation of services and produced a significant cost savings.  Consolidation of services was 

cost effective according to studies like the New York review above.   

Texas school districts made consolidations of services decisions for many reasons in 

order to delay or remove any decision to consolidate districts.  It was true that a small district 

could not afford the entire cost of some resources but could pay a portion of the costs.  With 

huge demands on technological advances and curricular challenges faced with the No Child Left 

Behind Act parameters and Texas Assessment of Knowledge and Skills, districts were forced to 

seek alternative methods for getting the services needed to comply with growing accountability.  

Many local, private, state and federal grants and entitlements required consortiums of schools in 

order to combine resources and work cooperatively together in a much larger capacity than each 

single district could accomplish alone.  In the process of finding alternative funding sources, 

school districts made huge advances in forming consortiums and consolidated services to meet 

the new needs of schools.   

Duncombe and Yinger concluded, “Consolidation clearly cuts costs for small, rural 

school districts in New York (2001).”  They stated that the cost savings from consolidation 

appear to be driven almost entirely by economies of scale.  However, in the same working paper, 

Duncombe and Yinger reported that New York backs up its commitment to consolidation with a 
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long-term subsidy to consolidating governments, on the order of $40 million per year.  Those 

statements contradicted one another in that the State of New York should have experienced a 

decrease in education expenditures if consolidation decreased costs, yet it put additional monies 

into the system to promote consolidation.  The use of state tax dollars to encourage consolidation 

among districts with 1,500 or more pupil did produce positive results according to the Duncombe 

study.  Also, the study stated that it holds other factors, such as teacher salaries, as constant in its 

review, but separate studies show teacher salaries were raised after consolidation occurred due to 

the changes in district decision-making and differing salary schedules that were in place prior to 

consolidation.  Personnel costs were certainly a factor in any financial impact of school 

consolidation, though it was clear that consolidation did produce some cost savings in the New 

York study of rural schools when personnel costs were not considered.  

Teacher positions lost in consolidating schools saved some school districts in annual 

budgeting.  Dodson and Garrett believed that consolidating school districts saved an average of 

30.6 % in per pupil salary costs (2003).  They contended that salary savings came through 

attrition or early retirement rather than layoffs.  However, the reductions came at the expense of 

desired student-to-teacher ratio.  That was often a point of contention among communities and 

staff who felt smaller class sizes promoted a learning and caring environment.  Those community 

parents and taxpayers believed that the most efficient system of education was one that produced 

the best results the first time.  They wanted a good education dollar “value” rather than just 

reducing costs in one given year.  They wanted the school to produce viable graduates who were 

ready to enter the workforce in a productive manner.  Many studies showed evidence that 

consolidation worsened financial, academic, and social outcomes (Patterson, 2006).  Decreases 

to personnel costs did not produce cost-effective instruction. 
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An Illinois publication found Illinois districts that merged in the past decade spent more 

than before the merger (Banchero, 2010).  Thompson found transportation and administrative 

costs often rose when smaller districts came together.  Thompson said that plans to save money 

by school district consolidation almost never ended up saving taxpayers as much as policy 

makers predicted (Tonn, 2007).  Further, Tonn reported those that looked at a 2004 Arkansas 

consolidation plan found that no reduction in spending or the size of administration occurred.  

 

Texas Studies 

Texas has experienced both consolidation and growth over the history of the public 

schools.  There were 526 independent school districts in Texas in 1900.  The number of districts 

grew to 6,953 in the 1935-1936 school year.  Most of those districts were small with 5,938 

districts enrolling an average of 65 students.  Only 1,015 school districts had an enrollment of 

more than 800 students in 1936.  There were 1,030 independent school districts in Texas in 2009 

(Texas Education Agency, 2009).    

Moak, Casey and Associates, LLP, findings revealed important issues impacting costs of 

Texas school districts when district size and wealth factors were considered (2004).  Central 

administration costs included compensation for superintendents, business managers and directors 

of varying departments.  Also included were tax appraisal fees, tax collection fees, auditing of 

financial records and legal services. (Moak, 2006) Small schools had much smaller fees for these 

expenses than did larger schools yet, those fees varied with the property wealth of the districts.   

Small schools had much lower salaries for administrators and fewer administrators.  Students in 

poverty from small districts were outperforming peers from larger communities.  In 2004, 61 % 

of all Texas education dollars were used for instruction.  Larger districts spent less on instruction 
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and more on other costs while smaller districts tended to spend a higher percentage on 

instruction (Moak, 2004).   

The reasons for adding or consolidating schools in Texas over the time period of 1900 to 

2007 varied with the times and the circumstances.  Fifty-five school districts were annexed or 

consolidated in Texas from 1983 to 2006.  Many of the fifty-five consolidations/annexations 

involved small school districts.  Many of the consolidations since 1983 were located in the 

panhandle of the state.  Consolidated school districts were predominantly small districts and 

were dependent on agriculture as the mainstay economic basis of the community.  As equipment 

replaced human labor, the student population decreased as the farm workers migrated to other 

areas for work.  Especially in the panhandle of Texas, the oil industry exploration decreased, 

prompting many oilfield laborers to seek residence away from the small towns that no longer 

provided a source of employment. 

Thirteen school districts in Texas consolidated or annexed during the period of time 

between 1996 and 2006.  Most of those consolidations occurred due to declining enrollment or 

even closure of the school due to financial instability.  However, Wilmer-Hutchins ISD and 

Asherton ISD were forced closures by the state.  Wilmer-Hutchins ISD had state identified issues 

with the business and academic operations to the point that the Commissioner of Education in 

Texas felt the district could no longer operate independently.  Asherton ISD was forced to 

consolidate for business reasons.  A third school district of the thirteen mentioned in the 1996-

2006 period was the Masonic Home School District.  The board of education that controlled that 

residential school chose to close the school for their own reasons.  The students attending the 

school were then returned to their homes and were provided educational services by the schools 

in the districts in which they resided.  All resources within the school buildings and the school 
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buildings themselves were the property of the Freemasons Fraternal Organization.  Twelve 

school districts were the focus of this study.  Since Masonic Home School District did not 

consolidate or annex to another district, it will not be explored further. 

 

Changes in the Funding Structure and Governance in Texas 

Texas changed the system of funding school dramatically since the inception of the first 

public schools.  The 1949 Gilmer-Aikin Law put several components of school funding in to 

place. (TEA Handbook, 2008)  The Texas Education Agency was formed to guide the 

development of effective educational programs that was to be balanced with the goals of the 

local school districts.  Additionally, a State Board of Education changed from nine governor-

appointed positions to 21 elected members, each representing a section of the state.  Under 

Gilmer-Aikin rules, the Superintendent of Public Instruction, a position elected by statewide 

vote, became the State Commissioner of Education who was appointed by the State Board of 

Education for a four-year term.  The law established a new funding system for school education 

by using an economic index to establish equity among the various school districts in the state.  

Those school districts with a higher ability to raise revenue for school support received a 

different amount of state support than the school districts with less county assets to support 

education.  The newly created Minimum Foundation Program provided low economic areas with 

funding that promoted a higher standard of school services.  The funding levels were based on 

average daily attendance in the school district rather than a strict “per capita” system that existed 

before the bill’s passage.  Finally, the Gilmer-Aikin law established a minimum salary for 

teachers which assured that all teachers would be paid at least the same minimum salary set by 
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the state regardless of the socio-economic status or race of the students and teachers in the 

schools. 

The next huge restructuring of the Texas funding for schools came in 1984 with the 

adoption of House Bill 72.  School districts in Texas had to consider funding changes forced by 

the bill with numerous revisions to the structure of education provided by House Bill 72; 

including no pass-no play rules, mathematics and language arts testing at odd numbered grade 

levels, an exit level test requirement for graduation, educator competency testing, accountability 

measures for schools, board training regulations, and temporary change in the State Board of 

Education from a 27 member elected board to a 15 member appointed board.  The largest 

funding changes dealt with funneling money to property-poor school districts, newly mandated 

pupil-teacher ratios, a career ladder for teacher costs, increases in the teacher minimum salary 

scale, and the costs of meeting the new accountability standards.   

School districts in Texas had to manage mandates implemented by the state that 

increased the costs of education.  Those costs were often the same for large or small school 

districts which made the impact on smaller school budgets greater.  One simple example of this 

was a requirement to educate all students in bus evacuation and safe riding whether or not the 

students ever rode a bus.  Companies immediately produced a video series that would satisfy one 

facet of the new mandate.  The program cost the same no matter how many children viewed the 

program, making the impact on a small school district budget much more than the impact on a 

larger school which could spread the cost out over a larger student population.  Texas had a class 

size limit for grades kindergarten through four that mandated a student: teacher ratio of 22:1 

(TASA/TASB, 2008).  A small rural school district with 25 first graders had to double the 

teacher salary allotment for grade 1 if 20 students were in attendance in grade 1 the prior year.  
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The class load would then be 13 to one.  In a large district, adding an extra teacher for the influx 

of five new students would have increased a teacher salary but at a much lower rate compared to 

the prior year.  For example, a district with 220 students in a grade level would be required to 

hire ten teachers in one year, and then an extra teacher the following year since 225 students 

would place the student: teacher ratio outside the standard.  The extra teacher here was only a 10 

% increase in salaries, and the student to teacher ratio would still have been 20 to one.  Many 

school campuses applied for and received a waiver from the state on this mandate to save hiring 

an additional teacher(s).  Some small schools combined classes across grade levels in order to 

maximize the use of teachers.  This was a mandated economy of scale issue that swayed the 

outcome of cost effectiveness data.   

The State of Texas then began to experience a period of rapid growth in the number of 

school funding issues from the federal government, the state judiciary and the Texas Legislature.  

The largest issue, by far, was the succession of court cases bearing the name of Edgewood.  

Three cases over the next several years indicted the State of Texas created an unconstitutional 

system of funding schools (Edgewood I, Edgewood II, Edgewood III, and Edgewood IV).  The 

Texas judicial system struck down the legislature’s attempts at creating a funding system in 

1984, 1987, 1989, and 1990.  Most of these cases were lumped into a generalized term known as 

the Edgewood cases since those cases involved the equalization of funding in relation to the 

Edgewood School District.  As the Texas legislature passed education funding bills, school 

districts both large and small contested the appropriateness of the funding.  In 1991, the Texas 

Supreme Court ruled that Senate Bill 1 funding system was unconstitutional which forced the 

State legislature to pass Senate Bill 351 in May of 1991 that created County Education Districts 

for funding purposes.  With the development of County Education Districts for taxation and 
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funding of schools, school consolidation would have been a likely topic to cover at the same 

time.  However, consolidation was not mentioned.  The Texas Supreme Court rejected SB 351 in 

1992 ruling that it created an unconstitutional statewide tax without voter approval.  This action 

forced the legislature to once again adopt a system of equitable school funding which they did by 

passing Senate Bill 7 in 1993.  The Texas Supreme Court, in 1995, found SB 7 to be 

constitutional with its “share the wealth” provisions.  It was this system that has prevailed and 

passed numerous appeals to become the funding system in place through the 2007 legislative 

season. 

The State of Texas again began to support the creation of small school entities in 1996 

when the State Board of Education authorized the creation of the state’s first 20 charter schools.  

Those first charter school programs were very small, usually consisting of only a single campus.  

The small size of some of the charter schools placed them below the level of many accreditation 

requirements; and under the terms of the charter agreements, these schools were not always 

subject to the same rigorous standards placed on the small independent school districts already in 

existence.  The year 1997 brought the approval of an additional 100 charter school slots with an 

unlimited number of charter school openings if the charter school targeted at-risk students.  The 

Texas legislature created a cap of 215 open enrollment charter schools in 2001.  The creation and 

promotion of small charter schools seems to be in conflict with the idea of consolidation of small 

schools and the cost efficiency of Texas education dollars for all students.  In fact, for the next 

few years, many of the charter schools were closing as the result of budget deficits.   

Several times in the legislative sessions since 2001, the Legislature discussed and 

considered bills for state funds to be used to fund charter schools and private schools through the 

use of tax credits or vouchers while asking for consolidation of small school districts at the same 
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time.  That seemed to indicate that some legislators, while wanting to conserve education dollars 

through funding large school districts, wanted to see small charter schools succeed.   

 

Consolidation in Other States 

School consolidation took place throughout the twentieth century across the United 

States.  Many states went through consolidations in stages.  Recently, Arkansas, Michigan and 

Maine all developed plans for consolidation of services and/or school districts.  Other states were 

not advocating consolidation but were shifting funding from small and/or rural schools to larger 

urban schools.  Kentucky, Nebraska and Louisiana were states where state or federal dollars 

were moving to larger schools.  (Rural Policy Matters, May 2008). 

West Virginia Schools enacted school consolidation directives in the 1980s and 1990s 

with the promise of reducing dollars spent on education while maintaining or improving 

instruction.  Challenge West Virginia was a statewide organization of parents, educators and 

other West Virginians committed to maintaining and improving small community schools.  After 

a decade of consolidation (1990 – 2000), while student enrollment declined and many small 

schools were closed, the number of central office administrators increased by 76 representing a 

12 % increase even though proponents of school consolidation stated that schools would require 

fewer administrators (Martin, 2000).  Challenge West Virginia also reported that the cost of 

education increased by 16% in a decade despite the student enrollment across the state 

decreasing by 11%.  The West Virginia school consolidation plan began in the 1980s with 

legislation that provided incentives for school districts to consolidate.  Most schools used the 

additional funding to increase budget expenditures and consequently, spending on education 
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rather than saving for growth.  Unfortunately, it was found that the consolidation of schools in 

West Virginia increased the costs of education. 

Alaska Council of School Administrators conducted a study of school consolidation in 

2005.  Their conclusion was “there has not been a demonstrable savings realized in combining 

districts” (Francis, 2005).  Mary Francis, Executive Director of the Alaska Council of School 

Administrators, stated local communities depend upon school districts, through salaries and 

purchasing, as one of the largest employers in any given area of the state.   She stated that the 

real issue ought to be whether student achievement is improved by consolidation. 

School reorganization sometimes brought in additional funding that did benefit students 

and instruction.  States such as Kentucky, Ohio, West Virginia and Georgia required specific 

minimum enrollments in order for a district to qualify for funding for school facilities (Cutshall, 

2003).  In 2000, Florida passed a bill limiting elementary schools to 500 students, middle schools 

to 700 students, and high schools to 900 students.  There was no question that these laws and 

regulations promoted the reorganization of schools and school districts and added monies to 

school districts and schools that took advantage of incentives and additional funding.  When 

states offered those funds as incentives to consolidation, state taxing sources were required.  That 

produced additional funding for the programs even though the original intent was likely one of 

conservation of tax dollars rather than the supplementing of state funding to districts that were 

consolidated.  Those programs then improved district funding but were a liability for state 

funding. 

 

Potential Benefits of School Consolidation 

Consolidation advocates promoted the cost savings that larger schools could affect due to 
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economy of scale.  The Center on Reinventing Public Education found that Seattle’s least 

expensive high school is small (costing 13% less than the district average), and the total per pupil 

costs across all small schools matched those for Seattle’s large high schools (Policy Brief, 2005).  

Seattle did not include centrally run programs in the cost averaging totals named above.  A 

review of those central programs showed that small schools in Seattle received a smaller share of 

the central funds than larger schools.  Denver schools were reviewed with a finding that the 

district’s third largest school spent 11% more than the district average.  Economies of scale were 

not good indicators when examining school finances. 

School district consolidation was meant to reduce school district budgets, decrease tax 

revenues or at least, increase per pupil spending in the classroom.  Self (2001) reported that 

teachers benefited financially from such a merger when Mendon-Union School District 

consolidated with the Parkway School District in Ohio in 1991-1992.  Most of the teachers 

moving to the newly consolidated school reported substantial raises after the consolidation in 

1992.  In this regard, increased educational spending at the classroom level was accomplished.  

School district consolidation of services was an alternative to a total district consolidation.  Toosi 

reported that there were funding sources that promoted school reform.  Toosi found that the Bill 

and Melinda Gates Foundation had poured hundreds of millions of dollars into districts and 

schools nationwide to promote school reform (Toosi, 2006).  Grants and awards of money for 

consolidation of schools enhanced learning and classroom instruction.  There were usually costs 

associated with administration of these grants, and awards though the funding supplements often 

paid some of those administrative and monitoring costs.  Proponents of school district 

consolidation sought to reduce administrative spending and increase instructional spending that 

could happen in school reorganization. 
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It was popularly believed that the savings in administrative costs alone made the 

consolidation of smaller schools beneficial since the administrative salary funds absorbed would 

go toward instruction in the newly formed school district.  Yet, previous studies negated that 

premise.  It was understood that a district superintendent role would become mute in one district 

after the assumption of that role by the receiving school district.  A study in Arizona found that 

smaller school districts averaged $1,297 per pupil for administrative costs, while large districts 

averaged $517 per pupil with one very large district spending only $368 per student (Murray, 

2004).  Those numbers were certainly noteworthy since they represented approximately 28 % of 

the expenditures of the smaller school districts.  In reviewing the data presented above, Murray 

and Groen noted that expenses related to governing boards and superintendent’s offices 

accounted for only 15% of administrative costs making the number presented above as greatly 

inflated representations of school leadership (2004).  Moak, Casey and Associates found that 

contracted services accounted for $289 million – more than half of which ($160 million) was 

used to fund tax appraisal and collection (a legally required expense) (Cost Analysis, 2004).  

Evidence concluded that district level administration contained fixed expenses that would not 

retire or be saved in the event of district consolidation. 

Texas school districts were required to maintain a level of administrative costs that could 

not exceed an upper limit as set by the state. That limit was calculated as the administrative cost 

ratio.  The administrative cost ratio for a school district was determined by dividing non-federal 

operating expenditures in general administration and instructional leadership by expenditures in 

instruction, instructional resources, curriculum, and guidance and counseling functions. Those 

ratios were compared to target standards set by commissioner rule for districts within one of six 

average daily attendance (ADA) groups (TEA, 1996).  The Texas administrative cost ratio 
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limited all leadership expenses of even the smallest districts to less than 10% of a district’s 

revenues.  That criterion was evaluated and monitored each year on the Financial Integrity 

Rating System of Texas (FIRST) report for each school district. 

Proponents of consolidation viewed a reduction in school districts as a reduction in the 

number of superintendents in a state, reduction in the number of schools and the obvious 

reduction of more administrative staff associated with those closed schools.  Vicki Murray of the 

Goldwater Institute found that consolidation efforts resulted in larger, not smaller administrative 

staffs in Arizona (Goldwater, 2004).  Similar to the Duncombe research, the Goldwater Institute 

found that some administrative cost-salaries benefited and staffing levels produced a small 

reduction in per pupil administrative costs but only if those costs remained constant at both the 

district and school levels.  Goldwater further found that the salaries levels were rarely even close 

to pre-consolidation costs in sending and receiving districts.  Additional findings indicated that 

larger districts and extra-large districts in Arizona had higher than average purchased services 

costs.  Some small, medium, and even one very small district in Arizona spent less on 

administration on a per-pupil basis than most of the ten largest school districts in the study.  

Those were all factors in the argument that administrative costs were saved by consolidation. 

It should be noted that administration expenses varied from year to year for a variety of 

reasons.  It was possible that hiring and moving a new administrator to a district did add 

continual expenses to a yearly budget for many years.  Governance issues and legal expenses 

were often included in administration costs and impacted only one year by increasing the budget 

only one time and not in successive years.  The Goldwater Institute reviewed the small and 

medium districts that performed as well or better than larger counterparts in the 1999 and 2001 
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fiscal years.  Those districts that compared favorably or equally had the same spending in both 

years. 

 

Transportation Costs 

Transportation costs were a definite factor in the school consolidation question.  

Transportation costs came into play in school funding and cost considerations as early as 1869 

when Massachusetts passed legislation providing free public transportation.  This legislation 

paved the way for consolidation of rural schools.  The invention of the automobile and paving 

roads allowed students to travel longer distances in shorter amounts of time, decreasing the need 

for the many one-room schools built by early settlers (Bard, 2005).  West Virginia had closed 

scores of small, locally-based schools as part of district-level consolidation (Jimerson, 2007).  A 

study of school transportation in West Virginia after a period of consolidation found that school 

commute time increased 24 minutes each way or 48 minutes round trip for the average school 

child.  Obviously, longer bus rides equated to more dollars spent on transportation of children.  

One argument for school consolidation was the reduction of administrative costs yet, the 

transportation budget increased.  Evidence continued to suggest that economy of scale arguments 

fail rural school districts in terms of transportation policy (Killeen, 2000).  Lewis stated that the 

cost of bussing children in West Virginia was “dramatic and devastating” and calculated that the 

current consolidation plan in West Virginia would cost taxpayers $70,000,000 for transportation 

costs in the next ten years (Lewis, 2003).  Though there were some cost savings in consolidation, 

West Virginia and other states experienced a significant expense in school transportation that 

outweighed other factors of consolidation that may decrease expenditures. 

While the cost of transportation seemed less significant than other costs; in fact, 
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transportation was about the same percentage of a school budget as the central administration 

expenses.  A study of the education dollar in Texas stated that transportation costs about 3 cents 

out of every education dollar while the district level costs about 4 cents of every dollar (Moak, 

2004).  The district level criterion in this study included all district functions, not just the 

superintendent’s salary.  Consolidation only assured the loss of the superintendent role but not 

the other functions.  Transportation was on an equal scale with district administration in its 

impact, and therefore, increases in bussing costs counteracted any proposed savings from costs 

savings from the superintendent salary.   

States that promoted consolidation did so with legislation.  Some provided financial 

incentives to districts that consolidated.  Maine established a reorganization plan that had a 

penalty provision including the loss of subsidy for those districts not reorganizing (White, 2008).  

The reorganization plan put in place by then Governor Baldacci in 2007 included an Essential 

Programs and Services school funding formula.  That formula created a funding factor that 

decreased state funding supplements for districts that operated in a more cost effective manner 

on the prescribed programs.  Rural areas of Maine spent less than urban areas for targeted 

expenses, thus reducing state funding in rural schools and increasing funding to more costly 

school programs in larger schools.  In Maine, the chance of reducing costs through 

consolidations of smaller schools was inhibited by the legislation itself since rural schools would 

have to perform in a less cost-effective manner to maximize state funding. 

 

Texas School Finance History – Legal Issues 

State and federal courts reviewed the school finance system in Texas many times in order 

to attempt to create a fair and equitable system of financing.  The United States Supreme Court, 
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in San Antonio Independent School District v. Rodriguez (1973), decided that the system of 

funding Texas schools clearly needed revision but was constitutional (Thompson, 2002).  

Attorney Thompson reviewed state court decisions affecting Texas school finance.  In Edgewood 

I, 1989, the court decided that the Texas Legislature failed to establish an “efficient” system of 

school finance for Texas schools.  The Texas Supreme Court found in Edgewood II, 1991, the 

state system failed to meet the requirements of the state constitution in that the wealthiest schools 

could not be excluded from the equalized system.  After the Texas Supreme Court established 

that the county education district system of taxation was unconstitutional in Edgewood III 

(1992), the Texas Legislature had to, again, restructure the laws related to funding of schools in 

Texas.  The Texas court decided in Edgewood IV, 1995, that the system of financing schools in 

Texas as defined by Senate Bill 7 met the requirements of the Texas Constitution.  Since 

Edgewood IV, school consolidation was studied with the assurance that the state laws were 

consistent and constant for the next several years.  The court stated that the school districts in 

Texas varied in terms of size and wealth making it difficult to produce a financially fair and 

efficient system (Kronberg, 2005).  Those reviews by the court placed pressure on the state 

legislature to consider school district consolidation as a financial benefit to the state and local 

school districts.   

The Texas Education Code (TEC) addressed many of the tenets of school consolidation 

and the guidelines for funding and managing resources after a consolidation.  TEC Chapter 13, 

Creation, Consolidation, and Abolition of a District, defined the rules surrounding various 

conditions of school consolidation.  TEC dictated a funding commitment by the State after 

consolidation occurs.    TEC §13.054(f) stated,  

For five years beginning with the school year in which the annexation occurs, the 
commissioner shall annually adjust the local fund assignment of a district to which 
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territory is annexed under this section by multiplying the enlarged district’s local fund 
assignment computed under Section 42.252 by a fraction, the numerator of which is the 
number of students residing in the district preceding the date of the annexation and the 
denominator of which is the number of students residing un the district as enlarged on the 
date of the annexation. 
  

That refered to the forced consolidation of two districts due to a commissioner’s decision to 

combine two school districts due to the academically unacceptable status of one of the districts. 

Texas rules related to the voluntary consolidation of two school districts were cited in 

TEC Chapter 13, Subchapter D, Consolidation.  The state set forth how the title to property and 

assumption of debt by the receiving school district conveyed title to all property of the 

consolidated district.  The receiving district assumed and was liable for the outstanding 

indebtedness of the consolidating districts.  Section 13.005 of the Texas Education Code 

addressed the effective date of transfer after a consolidation.  That section addressed the title to 

property allocated to the receiving district, the assumption of debt by the receiving district and 

the jurisdiction of the annexed territory for all other purposes.  
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CHAPTER 3  

DESIGN AND METHODOLOGY 

This study examines the actual budgets and fiscal parameters surrounding consolidations 

of school districts during the ten-year period of 1996 to 2006 in Texas.  In dissecting the data 

regarding revenues and expenditures both prior to and after the consolidation of each school 

district involved in a consolidation, the financial impact of the mergers will be studied to 

ascertain the true increases or decreases in revenues and expenditures.  District budgets and 

inventories are reviewed in order to disclose assets and liabilities associated with consolidations. 

 

Research Question 

What impact does school consolidation have in Texas on state and local revenue and 

expenditures?  This research question was analyzed by exploring the following seven financial 

issues. 

1. What changes occur in per pupil spending ranging over the entire district budget after 

consolidation relative to the prior two years budget per pupil spending?   

2. What effect does consolidation of districts have on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of like size? 

3. What impact does consolidation have with regard to changes in school district 

wealth? 

4. What effect does the consolidation of two or more school districts have on total state 

funding to the newly consolidated school district? 
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5. What is the financial impact of facilities from the vacated school district on the newly 

formed school district in terms of cost per pupil in the first two years after of 

consolidation?  

6. How do the administrative costs of the two separate districts compare to the 

administrative costs of the new district? 

7. How does the cost of transportation of students change after consolidation? 

 

Analytical Framework 

Texas data utilizing functions for school operation provided ample information to study 

costs.  Both costs per pupil and costs in independent aspects of school spending exemplified 

variations in spending for the districts prior to consolidation and afterwards.  An analysis of the 

basic costs per pupil over a four-year period illustrated a pattern of spending before and after 

consolidation.  Factoring in independent variables regarding school spending defined the areas 

where consolidation was beneficial and areas where consolidation was not cost ineffective.  The 

variables to be considered, included; transportation, facilities and debt service, and 

administrative costs.  An analysis of the changes gave prescriptive information about future 

consolidations.  The ten-year period studied was 1996 to 2006. 

School consolidations during the 1996 to 2006 years had a common funding formula.  

Just prior to 1996, the Texas Legislature ended the taxation based on county tax districts and 

returned to taxation by school district boundaries defined by each district boundaries.  Again, the 

legislature altered the formula for school districts after 2006 when state funding, in part, was 

determined by targeted funding based on demographic and wealth resources available in all 

school districts in the state.  The school districts consolidated during the decade sampled had 
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fairly consistent funding formulas making comparisons for before and after funding dollars 

legitimate.  Analysis of funding years was compared across consolidated and non-consolidated 

school districts to address any affects of inflation.  Texas Education Agency Snapshot data was 

used to compare geographically similar districts to the consolidated districts.  A public 

information record request was done to get raw data from audited local reports which were sent 

to the Texas Education Agency through paper documents and electronically through the Public 

Education Information Management System (PEIMS).  Geographically similar districts were 

selected for this comparison. 

The Texas Education Agency maintained a database through the Public Education 

Information Management System (PEIMS).  Reports were available through Academic 

Excellence Indicator System (AEIS), and Financial Integrity Rating System of Texas (FIRST).  

These and other electronic data provided extensive information for data disaggregation and 

review. 

School district comparison of non-consolidated schools of a similar size and regional 

location did show the trends of spending for a similarly placed district.  The study determined 

comparisons between the smaller consolidated school district and a regional school district(s) of 

like size.  Due to the variation in funding levels based on district wealth figures, some 

comparisons included both a school with similar wealth and if applicable, same-size districts of 

poorer or wealthier status.  This eliminated the bias of comparing a wealthy school that 

maintained an independent status to a poor school which was unable to continue as an 

independent school district simply because it lacked the resources.  However, to neglect the 

poorer or wealthier districts would have been to ignore potential benefit to be gained from this 
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study on school consolidation.  Since districts typically were forced to consolidate, this study 

could add legitimacy to maintenance of independent status or impetus to consolidate. 

Analyzing the financial implications of school district consolidation in the State of Texas 

involved several factors.  In order to best evaluate the factors related to school funding within 

consolidations, several resources were required.  Primary research sources being utilized were 

AEIS, individual district annual audit reports, Texas Education Agency Summary of Finance, 

district data from administrators of target school districts, and PEIMS.    Additional sources 

included reports of the Texas/National Rural Education Association, Texas Association of Rural 

Schools, Texas Coalition of School Districts and Texas Association of School Business Officials.  

Contacts to the consolidating districts added additional insight into the use of funds.  Texas 

Education Agency and school districts that consolidated in the last ten years in Texas had records 

of all budgetary expenditures.  These were reviewed for comparison between pre-consolidation 

school districts and post-consolidation districts.  With this information, many of the research 

issues were examined.  An analysis of the various categories, such as transportation, 

administration, and per pupil expenditures, was completed.  State level funding was analyzed for 

all named districts.  The named districts were: 

• Bledsoe ISD consolidated with Whiteface CISD effective 07/01/1996 

• Wellman ISD consolidated with Union ISD to form Wellman-Union CISD effective 

07/01/1997 

• Lakeview ISD consolidated with Memphis ISD effective 07/01/1997 

• Asherton ISD consolidated with Carrizo Springs ISD effective 07/01/1999 

• Three-Way ISD consolidated with Sudan ISD effective 07/01/2002 
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• Allison ISD consolidated with Ft. Elliot ISD to form Ft. Elliot CISD effective 

07/01/2002 

•  Goree ISD consolidated with Munday ISD to form Munday CISD effective 

07/01/2003 

• Masonic Home closed effective 08/31/2005 

• Haskell ISD consolidate with Rochester ISD effective 07/01/2005 

• Mirando ISD consolidated with Webb ISD effective 07/01/2005 

• Wilmer-Hutchins ISD annexed to Dallas ISD effective 07/01/2006 

• Spade ISD consolidated with Olton ISD effective 07/01/2006 

• Megargel ISD consolidated with Olney ISD effective 07/01/2006 

Interviews with administrators and community leaders from the districts in the study 

provided information reflecting changing use of facilities.  The use of schools from the dissolved 

schools districts and the funding of those debts were the focus of those interviews.  

 

Methodology 

 A case study method of evaluation provided an analysis of the data collected for the 

determination of the research question.  Case studies emphasized detailed contextual analysis of 

a limited number of events and their relationships (Soy, 1997). 

There were six steps to completion of this study.  

• Determination and definition of the research questions.  The purpose of the study and 

the research issues were the key to beginning the process and they were all defined in the initial 

paragraphs of this methodology chapter.  Each question was developed from a review of the 

literature to date and the fiscal issues raised by numerous governmental and educational 
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institutions.  This study was designed to serve those people that impact the fiscal efficiency of 

school budgets and Texas legislation.  By answering issues that those interested parties asked, 

this study was a helpful tool to law developers, funding decision-makers and policy analysts. 

• Selection of the case study districts and determination of the data needed to respond 

to all questions.  Twelve school districts consolidated or reorganized in Texas during the period 

from 1996 to 2006.  The districts ranged from very small districts with fewer than 500 students 

to very large districts with multiple facilities and thousands of students.  The data was drawn 

from state and local sources that display characteristics pertinent to the study, such as; pupil 

count, cost per pupil, administrative costs, capital outlay expenses, and transportation costs.  

Data was compared using similar district characteristics as well as cumulative data across all 

subject districts to account for inflation and other changes in funding.  Validity was assured by 

utilizing audited documents at the state and local levels. 

• Data collection was by trained and experienced school finance professionals, who 

were familiar with the documents being reviewed as well as state laws and regulations.  Local 

district reported results were supported with auditable documents.  For example, district budget 

reports required of all school districts in Texas disclosed facilities liabilities and assets.  A 

physical count of the facilities was not necessary.  Associated with the example, debt liabilities 

were documented in local budget review by an independent audit report.  No personal data was 

collected on any local person or position.   

• A review of documents in the field.  Documents available electronically were 

examined from reliable sources.  District data was copied, where appropriate and approved by 

local officials, with the raw data being stored in a database for retrieval, sorting and examination 

over the course of the study.   
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• Evaluation and analysis of the data. A review of the data as it related to the original 

purpose of the study and research issues was evaluated for accuracy and reliability.  Cross-

referencing the data occurred to insure that no anomalies occurred within the data to prompt a 

question of the validity of the findings.  Any discrepancy prompted further consideration to 

assure that bias in data reporting did not cloud the conclusions drawn from the study. 

• Report conclusions drawn from a review of the data.  The report clarified the data into 

a manageable resource to respond to the issues of the study.   

Documents reviewed were state and local audited reports.  The Academic Excellence 

Indicator System (AEIS) provided student population, cost comparison by district and some 

other data.  This report grouped districts into similar categories that made the comparison of 

similar districts a function of pre-determined criteria.  The Texas Education Agency Summary of 

Finances described the state revenues dedicated to each district receiving funds from TEA.  

These documents were used to identify total state funding for each year.  The Fiscal Integrity 

Rating System of Texas (FIRST) compared the financial characteristics of every district in the 

state to a common set of values and ranges.  Therefore, no bias was evidenced from one district 

to another in the FIRST report.   

The Masonic Home School District did not have any characteristics associated with 

consolidation or annexation since the students simply returned to their home campus where they 

resided after leaving the Masonic Home School upon its closure.  Therefore, the Masonic Home 

School District was not studied in the data analysis portion of the study, and no comparisons or 

review of the district in the analysis or summary conclusions of this research was considered.     
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CHAPTER 4  

DATA ANALYSIS 

 The purpose of this study was to determine the impact of school consolidation on state 

and local revenue and expenditures in Texas school districts that consolidated between 1996 and 

2006.  Records from the Texas Education Agency and interviews with TEA staff and other 

educators in the state created a list of 25 school districts that either consolidated or closed during 

the given timeframe.  Thirteen districts ceased to act as independent school districts and twelve 

districts signed agreements with the vacating school boards to accept students, assets and 

liabilities from the discontinued schools.  Only twelve host school districts were considered in 

the data analysis and summary conclusions of this study because of the unique situation with the 

Masonic Home School District.  The Masonic Home School did not annex or consolidate with 

another school, and all assets and liabilities of the Masonic Home School remained the property 

of the Freemasons Fraternal Organization.  The financial data on these school districts gave 

insights into the effects of school district consolidation on fiscal operations of schools. 

  

Research Question 

What impact does school consolidation have in Texas on state and local revenue and 

expenditures?  This research question was analyzed by exploring the following seven financial 

issues. 

1. What changes occur in per pupil spending ranging over the entire district budget after 

consolidation relative to the prior two years budget per pupil spending?   

2. What effect does consolidation of districts have on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of like size? 
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3. What impact does consolidation have with regard to changes in school district 

wealth? 

4. What effect does the consolidation of two or more school districts have on total state 

funding to the newly consolidated school district? 

5. What is the financial impact of facilities from the vacated school district on the newly 

formed school district in terms of cost per pupil in the first two years after of 

consolidation?  

6. How do the administrative costs of the two separate districts compare to the 

administrative costs of the new district? 

7. How does the cost of transportation of students change after consolidation? 

The school districts that closed or consolidated essentially did so for one of three 

predominant reasons.  One school district closed by order of the governing school board.  The 

Board of Masonic Home ISD determined that it was in the best interests of the education of the 

students that the school closed, and the students attended school based on their residence in other 

school districts.  A second reason for consolidation was by Executive Order of the Commissioner 

of Education of Texas.  The commissioner has the authority to force annexation/consolidation of 

school districts for a variety of reasons, including failure to meet academic performance 

standards, failure to manage the fiscal resources of the district according to regulations and rules, 

or a combination of these reasons.  In this study, three of the consolidations/annexations were by 

order of the commissioner.  The third set of districts in this study consolidated in a mutual 

agreement between school districts by following orders and rules set forth in the Texas 

Education Code and Texas Administrative Code of Texas.  In all cases, the well-being of the 

students and the continuation of proper services to the students were paramount in the decisions 
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made.  Each of the districts involved in a consolidation or annexation during the studied period 

of 1996 to 2006 had an effective date of July 1 of the year indicated in Table 1 except for one 

district, Masonic Home ISD that had an effective date of August 31 of the designated year.  A 

vacated school district was the school district closed after the annexation or consolidation while 

the host district was the newly formed independent school district or consolidated school district 

that remained after the consolidation date.  Table 1 identifies the status of the districts studied. 

Table 1 
 
Consolidations and Annexation in Texas Public Schools 1996-2006 
 

School District Name County-District 
Number 

Consolidation 
Date Host/Vacated 

Allison ISD 242-904 2003 Vacated 
Asherton ISD 064-901 1999 Vacated 
Bledsoe ISD 040-903 1996 Vacated 
Carrizo Springs ISD 064-903 1999 Host 
Dallas ISD 057-905 2006 Host 
Ft. Elliot ISD/CISD 242-906 2003 Host 
Goree ISD 138-901 2003 Vacated 
Haskell ISD 104-901 2005 Host 
Lakeview ISD 096-908 2000 Vacated 
Masonic Home School 200-909 2005 Closed 
Megargel ISD 005-903 2006 Vacated 
Memphis ISD 096-904 2000 Host 
Mirando City ISD 240-902 2005 Vacated 
Munday ISD/CISD 138-903 2003 Host 
Olney ISD 252-903 2006 Host 
Olton ISD 140-905 2006 Host 
Rochester-County Line ISD 104-901 2005 Vacated 
Spade ISD 140-906 2006 Vacated 
Sudan ISD 140-908 2002 Host 
Three-Way ISD 009-903 2002 Vacated 
Union ISD 223-903 1997 Vacated 
Webb CISD 240-904 2005 Host 
Wellman ISD/Wellman-Union CISD 223-904 1997 Host 
Whiteface CISD 040-902 1996 Host 
Wilmer-Hutchins ISD 057-920 2006 Vacated 
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 Student populations in the consolidated school districts played a factor in the majority of 

school consolidations that were mutual consent decisions between the two schools.  The school 

districts studied in this research consisted of nine vacated school districts that had fewer than 100 

students at the time of consolidation.  Three other school districts had between 100 and 400 

students just prior to consolidation.  Only one vacated school district had more than 400 students, 

the Wilmer-Hutchins ISD, with a little over 2900 students reported in the district just prior to 

consolidation (Table 2).  Since nearly 70% of the school districts had fewer than 100 students 

and 93% of the districts had fewer than 400 students, the small size of student populations has a 

great deal to do with consolidations.  Currently, 46% of Texas school districts have fewer than 

500 students making the consolidation question very important to Texas and a significant 

number of school districts in the state (TEA Snapshot, 2009). The low student population or 

declining numbers in schools affected funding for the education of the students.  In some cases, 

the funding was not sufficient to maintain the Texas prescribed instructional programs. 

Table 2 
 

 Student Count in Closed School Districts 1996-2006 
 

School District Pupil Count 
Bledsoe ISD 20 
Union ISD 129 
Asherton ISD 364 
Lakeview ISD 50 
Three-Way ISD 78 
Allison ISD 36 
Goree ISD 47 
Rochester County Line ISD 40 
Masonic Home ISD 112 
Mirando City ISD 50 
Wilmer-Hutchins ISD 2916 
Megargel ISD 64 
Spade ISD 74 
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 The variety of sizes of the school districts in this study presented challenges in data 

interpretation.  The smaller number of students passed to another district may have very little 

impact when combined into a much larger district while at the same time, a small number of 

students passed into another small district could manifest a significant change in the data 

interpretation.  In this study, 75% of the vacated school districts represented less than 25% of the 

students in the host school district size at the time of consolidation (Table 3).  

Table 3 
 
 Pupil Count at the Time of Consolidation/Annexation 
 

School District - Pairs Vacated Or Host 
District Pupil Count % 

Bledsoe ISD Vacated 20 3.82% 
Whiteface ISD Host 524      Union ISD Vacated 129 65.82% 
Wellman-Union ISD Host 196      Asherton ISD Vacated 364 16.15% 
Carrizo Springs ISD Host 2,254      Lakeview ISD Vacated 50 9.33% 
Memphis ISD Host 536      Three-Way ISD Vacated 78 23.78% 
Sudan ISD Host 328      Allison ISD Vacated 36 32.14% 
Fort Elliot CISD Host 112      Goree ISD Vacated 47 10.66% 
Munday ISD Host 441      Rochester County Line ISD Vacated 40 6.57% 
Haskell ISD Host 609      Mirando City ISD Vacated 50 15.20% 
Webb CISD Host 329      Wilmer-Hutchins ISD Vacated 2,916 1.81% 
Dallas ISD Host 160,969      Megargel ISD Vacated 64 8.11% 
Olney ISD Host 789      Spade ISD Vacated 74 10.51% 
Olton ISD Host 704   

Fewer than 42% of the total districts studied had less than 10% of the host district size.  One 
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district had 65% of the population of the accepting district and would conceivably represent 40% 

of the students of the newly formed school district. 

Pupil count in the year following consolidation varied since many students in the vacated 

district did not automatically move to the newly consolidated district.  In some cases, the vacated 

school had academic, geographic or other factors that initially enticed students to transfer into 

that district.  In a like sense, sometimes the newly consolidated school had factors which deterred 

parents from enrolling their children in the new district.  Additionally, graduating seniors and 

incoming kindergarten students had an effect on the total student count after consolidation.  

Incoming students new to the district and/or those exiting the district at all grade levels affected 

the total student count the year after the host district was formed.  The student migration was not 

a part of this study; however, it was observed that the district formed after consolidation did not 

have the total number of combined students from the year prior to consolidation. 

School district consolidations or annexations between 1996 and 2006 showed a decline in 

the number of students from the vacated school district that varied from moderate to severe.  

Many Texas vacated districts during this period had a recent history of decline from a few 

students per year to more than a 60% reduction in one year.  Only one vacated district did not 

decline in student numbers in its last year of operation.  Many of the dramatic declines 

demonstrated the proactive measure by some parents to move their children to another school 

before the eventual consolidation actually took place.  Other declines were manifested by local 

job reductions requiring parents to seek employment outside the school district with the 

migration of small town people to metropolitan areas.  Some declines were due to variations in 

the number of incoming students, both new arrivals and previously unschooled youth, 
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accompanied by graduating classes and students leaving to attend school elsewhere. Most 

districts declined significantly (Table 4).   

Table 4 
 
 Four Year Student Population Survey for Consolidated Schools 
 

School District Y-1 Pupil Y Pupil Y+1 Pupil Y+2 Pupil 
Bledsoe ISD 30 20   
Whiteface ISD 539 524 536 540 
Union ISD 151 129   
Wellman-Union ISD 179 196 238 235 
Asherton ISD 365 364   
Carrizo Springs ISD 2325 2254 2532 2460 
Lakeview ISD 83 50   
Memphis ISD 511 536 566 549 
Three-Way ISD 92 78   
Sudan ISD 334 328 376 359 
Allison ISD 53 36   
Fort Elliot CISD 111 112 155 154 
Goree ISD 57 47   
Munday ISD 424 441 469 468 
Rochester County Line ISD 109 40   
Haskell ISD 584 609 642 642 
Mirando City ISD 45 50   
Webb CISD 333 402 381 368 
Wilmer-Hutchins ISD 2916    
Dallas ISD 157743 158814 157605 157174 
Megargel ISD 66 64   
Olney ISD 787 827 808 783 
Spade ISD 126 74   
Olton ISD 730 706 713 722 

 

The student counts after consolidation showed a continued decline in enrollment.  In most 

of the districts consolidating during this period, student numbers were lower each year for two 

years after the consolidation.  The advancement of technology and urban migration led to fewer 

jobs in rural school districts like many of those in the study.  Some rural school districts operate 

with student transfers from nearby schools.  Those transfers would have to apply to the new 
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district for admittance and meet requirements of the State of Texas in order to transfer to the new 

school district.   

Texas is growing rapidly in student population across the state with the majority 

occurring in south Texas and in large metropolitan areas.  The Texas budget for educating the 

growth in student population is challenged by the growth itself.  Consolidation of Texas schools 

continues as a focus as a way to free up educational resources for the growth of some of the 

fastest growing Texas school districts. 

 

Per Pupil Spending 

The first issue explored by this study was the changes that occurred in per pupil spending 

over the entire district budget relative to the two years before consolidation and the two years 

following consolidation.  Per pupil funding was chosen as a measure since the funding of schools 

in Texas has so many parameters that are specific to each school district that make studying 

another target would not include all factors.  The State of Texas uses per pupil expenditures to 

evaluate many programs and equalization issues because it encompasses all aspects of the cost of 

education.  In this study, per pupil expenses over all expenditures in a district was used rather 

than just looking at operating expenditures due to debt and capital outlay expenses which were 

not included in operating costs expenditures.  The use of all expenditures transfers the costs of a 

consolidated school district with transferred debt.  Per pupil expenses over all district costs 

proved to be useful in comparing costs over the study period. 

Per pupil expenditures were reviewed in this study to provide a consistent measure by 

which to compare districts of varying sizes.  Therefore, a review of the student count in the 

consolidated school districts was necessary to determine per pupil ratios.   The per pupil 
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expenditure was calculated on the total expenditures for each district to include encumbered debt 

by the host school districts where the vacated schools passed along a bond, lease purchase or 

other indebtedness to the host schools.  TEA regulations stipulate that in an annexation of school 

districts that forces one school district to close and become a part of another school district, the 

commissioner may use state monies to alleviate some or all of the debt of the new school district.  

Including all expenditures was necessary to assure consistency in reporting.  Inflation could be a 

factor in looking at potential increases in per pupil spending so a comparable, non-consolidated 

school should be reviewed for each consolidation (Table 5). 

Table 5 
 
Consolidated Schools - Per Pupil Expenditures With Comparable Non-Consolidated School 
 

School District Name Cons date Y-1 PPE Y PPE Y+1 PPE Y+2 PPE 
Bledsoe ISD 1996 $16,602 $29,119   
Whiteface CISD 1996 $7,557 $7,086 $8,095 $8,882 
Morton ISD NA $7,153 $7,143 $6,324 $7,507 
Union ISD 1997 $6,251 $7,521   
Wellman-Union CISD 1997 $8,232 $9,144 $14,186 $8,817 
Meadow ISD NA $6,323 $5,736 $6,168 $6,323 
Asherton ISD 1999 $7,848 $5,605   
Carrizo Springs ISD 1999 $6,726 $7,068 $7,633 $7,953 
Pearsall ISD NA $5,316 $5,650 $6,155 $6,437 
Lakeview ISD 2000 $8,242 $9,360   
Memphis ISD 2000 $8,096 $9,283 $9,410 $10,648 
Wellington ISD NA $6,020 $7,532 $7,657 $7,894 
Three-Way ISD 2002 $17,477 $15,895   
Sudan ISD 2002 $15,308 $15,391 $13,260 $13,071 
Anton ISD NA $8,313 $9,044 $9,212 $8,167 
Allison ISD 2003 $27,067 $41,554   
Ft. Elliot CISD 2003 $20,286 $19,422 $16,533 $23,033 
Lefors ISD NA $9,597 $9,566 $10,252 $8,083 
Goree ISD 2003 $13,302 $14,325   
Munday CISD 2003 $9,384 $7,501 $8,006 $8,022 
Archer City ISD NA $7,566 $7,385 $8,144 $8,803 
Rochester-County Line ISD 2005 $14,873 $55,997   

(table continues) 
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Table 5 (continued). 
 

School District Name Cons date Y-1 PPE Y PPE Y+1 PPE Y+2 PPE 
Haskell ISD 2005 $9,199 $9,502 $11,029 $11,455 
Petrolia ISD NA $8,729 $8,048 $9,586 $10,797 
Mirando City ISD 2005 $18,186 $14,659   
Webb CISD 2005 $18,176 $16,322 $18,625 $32,499 
San Isidro ISD NA $18,414 $16,901 $14,272 $18,012 
Wilmer-Hutchins ISD 2006 $8,675 $0   
Dallas ISD 2006 $11,934 $11,628 $10,760 $11,233 
Houston ISD NA $9,053 $9,691 $10,223 $10,405 
Megargel ISD 2006 $13,576 $13,392   
Olney ISD 2006 $9,409 $12,627 $11,859 $10,833 
Seymour ISD NA $9,571 $10,803 $9,841 $11,244 
Spade ISD 2006 $12,694 $18,098   
Olton ISD 2006 $9,397 $9,791 $11,527 $12,441 
Hale Center ISD NA $9,640 $8,626 $8,782 $10,611 

 

All expenditures were used to calculate per pupil expenditures rather than using only 

operating expenses to make the calculation.  Since debt, capital outlay purchases and other items 

not considered operating expenses are a part of the impact of school consolidation; these 

numbers were included in the study.  In looking ahead to the facilities debt issue, few (two of 

twelve) vacated districts transferred debt to the newly consolidated school district, and after 

consolidation, the new district made capital outlay expenditures to educate all the students of the 

district.  Reviewing the per pupil expenditures using only operating costs did not impact the pre-

consolidation per pupil expenditures to any degree.  Post consolidation per pupil expenditures 

using only operating expenses did lower some of the final numbers but did not affect the 

outcome.  

The majority of districts that consolidated showed decreases in per pupil spending over 

the studied period.  In almost 60% of the new districts (seven of the twelve districts), the fourth 

year per pupil expense of the consolidated district was below the vacated school district per pupil 



55 

expenditure.  For example, Spade ISD was spending $8,307 dollars more per pupil than Olton 

ISD for the 2005-2006 school year.  In 2007-2008, the consolidated cost per pupil for educating 

students from Spade ISD was still $5,657 less than the $18,098 Spade ISD was spending before 

consolidation.  After the consolidation, Whiteface ISD was more than $22,033 below the last 

year of operation in Bledsoe ISD.  For comparison purposes, Bledsoe ISD per pupil spending the 

third year before consolidation was $15,512 which makes the last year of Bledsoe ISD’s per 

pupil cost of $29,119 an extraordinary year.  Even at $16,000 to $29,000 for per pupil spending 

in Bledsoe ISD, Whiteface ISD was still nearly $21,000 below the post consolidation amount for 

Bledsoe ISD.  In the other six districts with lower spending in the consolidated district, per pupil 

spending ranged from $157 to $6,313 below the last year of the vacated school district expense.  

This provided evidence that per pupil spending decreased after consolidation.   

Per pupil spending did not decrease after school consolidation for all districts studied.  

Five districts had a large to very large cost per pupil increase after consolidation.  The largest 

increase was for Webb CISD which was a Chapter 41 school that consolidated or annexed to 

Mirando City ISD, also a Chapter 41 district.  Webb CISD decreased its per pupil expense to 

$24,397 the third year after consolidation.  While the $24,397 is still large compared to other 

districts in Texas, it does point out the excessive amount of the last year of the studied cycle.  

Wellman-Union CISD had an increase of $1,296 over the last year of operation for Union ISD, 

and Dallas ISD had an increase of $2,558 over the next to last year of Wilmer-Hutchins ISD.  

TEA data was available for the last year of Wilmer-Hutchins ISD though it is skewed since TEA 

moved some of the students and monies to Dallas ISD in the 2004-2005 school year.  Wilmer-

Hutchins ISD was under TEA supervision the last year of its existence.  During this last year, the 

TEA Monitor who was managing the district made decisions that affected funding and operation 
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of the district.  TEA recorded a per pupil expenditure for Wilmer-Hutchins ISD at zero for its last 

year of operation.  The per pupil expense in Memphis ISD in its second year after consolidation 

showed a substantial increase of $1,288 over the last year of operation for Lakeview ISD.  Given 

that information, Memphis ISD had a per pupil expense that was just $450 more than Lakeview’s 

prior four years average. 

Cases of significant variation in per pupil expenses existed in one district.  Webb CISD 

had the most extreme increase over the four year period with the fourth year per pupil 

expenditure being almost 75% more than the third year.  In the case of Webb CISD, Webb had 

greater than $12,000 per pupil expenditure in capital outlay in the fourth year.  This was not a 

debt but rather a large purchase for property.  In addition, the state funding formula changed in 

the 2006-2007 school year to a targeted funding formula.  Because Texas changed the funding 

calculations and Webb CISD was a Chapter 41 school district that experienced an increased 

student enrollment two years earlier, Webb CISD was paid additional funds by the state to teach 

the extra students.  Webb CISD had a large capital outlay expenditure in 2006-2007.  This 

expense raised the per pupil expenditure tremendously.  A similar increase of funding to the 

Webb CISD occurred in other districts in Texas that were not consolidated due to the state 

funding formula change.   

 

Comparison of Consolidated Districts with Other Non-Consolidated Districts 

Each of the twelve consolidated host school districts in the study was compared with a 

district of similar size and geographic demographics.  Comparing these districts to the 

consolidated districts over the four year cycle exhibited seven consolidated districts that had a 

lower inflation rate than the non-consolidated districts and five host districts that had a higher 
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inflation rate.  The comparison inflation rates are displayed in Table 5.  The inconsistency in per 

pupil expenses over the study period among both consolidated and non-consolidated school 

districts exemplifies the variability in school budget decision-making.  School districts are faced 

with providing consistent education for all students, yet single year fluctuations occur for one-

time fees or occasional purchases.  Single purchases affect the budget of a small student 

population district much more than the same purchase amount in a large district where expenses 

are spread out over more students.  A school bus purchase could raise a per pupil expenditure of 

a 200 student district by $400 while the same bus would raise a per pupil expenditure of a 1000 

student district by only $80.  At the same time, the bus in a rural district with long mileage routes 

might not last as long as a bus in an urban district with more children but short runs.  

 

School District Wealth Status 

Wealth status of school districts in Texas was another factor with a potentially significant 

impact on financial analysis in the studied school districts.  Texas designates school districts as 

wealthy if the district’s wealth per student exceeds a named threshold which changes with 

legislative action.  These districts fall under the Chapter 41 funding laws of the Texas Education 

Code and are referred to as “Chapter 41” districts.  These laws dictate that taxation must take 

place at a designated level and that tax monies collected by the wealthy district above what is 

allowed for per pupil spending is “recaptured” by the state to send to poor districts.  Conversely, 

school districts that are below the threshold level of per student property wealth were not subject 

to recapture under the state funding laws of Chapter 42 of the Texas Education Code.  These 

districts were called “Chapter 42” school districts (Table 6).  This study found multiple districts 

that fell into either category. 
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Table 6  
 
 Consolidating School Districts and Reference Districts Wealth Designation the Year of 
Consolidation and the Year after Consolidation 
 

School District Name County-District 
Number Cons date 

Prior Year 
Wealth 
Status 

Post Year 
Wealth 
Status 

Post Year 2 
Wealth 
Status 

Bledsoe ISD 040-903 1996 41 NA NA 
Whiteface CISD 040-902 1996 42 42 42 
Union ISD 223-903 1997 42 NA NA 
Wellman-Union CISD 223-904 1997 42 42 42 
Asherton ISD 064-901 1999 42 NA NA 
Carrizo Springs ISD 064-903 1999 42 42 42 
Lakeview ISD 096-908 2000 42 NA NA 
Memphis ISD 096-904 2000 42 42 42 
Three-Way ISD 009-903 2002 42 NA NA 
Sudan ISD 140-908 2002 41 41 41 
Allison ISD 242-904 2003 41 NA NA 
Ft. Elliot CISD 242-906 2003 41 41 41 
Goree ISD 138-901 2003 42 NA NA 
Munday CISD 138-903 2003 42 42 42 
Rochester-County Line ISD 104-902 2005 42 NA NA 
Haskell ISD 104-901 2005 42 42 42 
Mirando City ISD 240-902 2005 41 NA NA 
Webb CISD 240-904 2005 41 41 41 
Wilmer-Hutchins ISD 057-920 2006 42 NA NA 
Dallas ISD 057-905 2006 42 42 42 
Megargel ISD 005-903 2006 42 NA NA 
Olney ISD 252-903 2006 42 42 42 
Spade ISD 140-906 2006 42 NA NA 
Olton ISD 140-905 2006 42 42 42 

 

School consolidation had little or no effect on school wealth status according to the data 

found.  Bledsoe ISD was a chapter 41 school district subject to recapture prior to the 

consolidation.  After the consolidation, the students became Whiteface ISD students, a district 

not subject to recapture at that time.  This reduced state revenues from the recapture of funds 

coming from Bledsoe ISD.  While Whiteface was not a chapter 41 school district at the time of 



59 

consolidation, it eventually became subject to recapture a few years later.  Similar to Whiteface 

ISD, Wellman-Union ISD and Dallas ISD was able to delay moving into Chapter 41 status for a 

few years due, in part, to the addition of students in the consolidation with Union ISD and 

Wilmer-Hutchins ISD, respectively.  Students moving from Three Way ISD to Sudan ISD 

affected the recapture monies going to the State of Texas.  Students that attended Sudan schools 

after attending Three Way ISD affected the amount of recapture of funds.  As the student 

population grows in a Chapter 41 school district, the increased student load raised the needed 

funding for the district and consequently, lowers the amount of the funds available to the state 

for redistribution.  Sudan ISD was able to keep a significant portion of the local tax revenues 

generated with a smaller liability to the “Robin Hood” school funding plan present in Texas.  

Texas’ ability to recapture funds was reduced by consolidations between 1996 and 2006. 

Webb CISD and Fort Elliot ISD were Chapter 41 schools that returned some local tax 

collections to Texas Education Agency since their consolidation.  TEA redistributed those 

moneys to poorer school districts.  These schools still retained more revenue and reduced the 

amount of local taxes distributed to other school districts since their student populations 

increased after the consolidation.  The Robin Hood plan has effected some equalization of wealth 

for education of school children in the state. 

District wealth levels affect state funding to school districts through funding formulas 

calculated each year on current year data.  Since student count affects the distribution of wealth 

in districts, student count notes were observed in the study of the two years prior to consolidation 

and the two post years after consolidation.  Many school districts negotiating consolidation saw 

declines in student enrollment even before the consolidation date.  Some people anticipated the 

change and moved their children before the actual date of consolidation or transferred to another 
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district by moving or legitimate transfer reasons.  Whiteface ISD was a Chapter 41 district two 

years prior to consolidation and two years after the consolidation but not the two years in Table 

6. Consolidation may have been a factor in Whiteface ISD being off the Chapter 41 recapture list 

for several years after the actual consolidation so that they were able to retain all locally 

produced tax dollars for some years after the year of consolidation.  In all instances of a Chapter 

41 district as a host district of a consolidation or annexation, the additional student population 

caused the state to recapture fewer monies from local taxes.  Twenty five % of the host districts 

experienced reduced recapture or temporary removal from the recapture list after consolidation.  

One vacated school district was chapter 41 while the host district was not, thus reducing the 

state’s recapture for those students who moved into the newly consolidated school.   

 

State Funding of School Districts 

State funding for education in Texas is a critical piece of the cost effectiveness of school 

consolidation.  Taxpayers and legislators insist on fiscal responsibility with state resources.  

Texas funding of all programs in the decade from 1996-2006 had to face biannual budget 

shortfalls and gains requiring legislators and school leaders to plan for short-term and long-term 

variations in state funding.  Eight of the twelve consolidated school districts saw increases in the 

total state funding for schools.  Four districts saw state funding decline over the studied cycle.  

While the state funding formulas were fairly consistent throughout the studied period, it is 

important to note that the funding amounts in years after 2006 would be inflated due to Texas 

moving to a system of “target revenue” for state funding of schools.  In the target revenue system 

of educational funding, school districts could tax local citizens no more than a designated 

amount.  Additional taxation required voter approval.  Even with voter approval, increases could 
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only be made in small increments.  The state provided revenues to all school districts based on 

maintaining the educational system in each school district based on targets set for instructional 

expenditures.  School districts that consolidated prior to 2004 would receive state funding under 

a common system of revenue while school districts consolidating after 2004 could see some 

significant fluctuations in state educational funding based upon their specific district 

characteristics.  Simply stated from a review of state funding totals, evidence disproves that 

savings were manifested by consolidation of school districts for the given period. Table 7 data 

came from audited reports at TEA based on numbers reported by the school district through 

PEIMS and reflect all state revenues received, not just FSP, and would also reflect any prior year 

settle-ups. 

Table 7 
 
 State Funding to School Districts 
 

School District Name Cons date Y-1 Y Y+1 Y+2 

Bledsoe ISD 1996 $21,778 $24,001     

Whiteface CISD 1996 $192,588 $261,957 $321,969 $324,639 

Combined Exp  $214,366 $285,958     

Union ISD 1997 $464,375 $521,185     

Wellman-Union CISD 1997 $248,471 $320,256 $283,496 $503,403 

Combined Exp  $712,846 $841,441     

Asherton ISD 1999 $2,037,576 $1,832,446     

Carrizo Springs ISD 1999 $9,575,394 $10,338,666 $12,676,003 $12,160,525 

Combined Exp  $11,612,970 $12,171,112     

Lakeview ISD 2000 $342,191 $396,836     

Memphis ISD 2000 $2,679,507 $2,978,434 $3,139,026 $3,157,091 

Combined Exp  $3,021,698 $3,375,270     

(table continues) 
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Table 7 (continued). 
 

School District Name Cons date Y-1 Y Y+1 Y+2 

Three-Way ISD 2002 $803,000 $342,832     

Sudan ISD 2002 $451,697 $554,256 $699,361 $496,014 

Combined Exp  $1,254,697 $897,088     

Allison ISD 2003 $77,829 $109,271     

Ft. Elliot CISD 2003 $111,868 $177,947 $805,680 $733,389 

Combined Exp  $189,697 $287,218     

Goree ISD 2003 $505,977 $499,616     

Munday CISD 2003 $2,536,192 $2,574,650 $3,102,284 $3,114,318 

Combined Exp  $3,042,169 $3,074,266     

Rochester-County Line 
ISD 2005 $1,117,020 $1,075,000     

Haskell ISD 2005 $3,729,997 $3,750,846 $4,022,551 $4,911,005 

Combined Exp  $4,847,017 $4,825,846     

Mirando City ISD 2005 $58,539 $53,545     

Webb CISD 2005 $421,500 $410,460 $515,672 $1,377,720 

Combined Exp  $480,039 $464,005     

Wilmer-Hutchins ISD 2006 $11,741,859 $13,283,817     

Dallas ISD 2006 $199,940,243 $198,907,113 $305,839,277 $467,141,793 

Combined Exp  $211,682,102 $212,190,930     

Megargel ISD 2006 $396,435 $394,885     

Olney ISD 2006 $4,567,431 $4,856,848 $5,368,553 $6,365,714 

Combined Exp  $4,963,866 $5,251,733     

Spade ISD 2006 $1,032,748 $825,414     

Olton ISD 2006 $4,253,200 $4,494,120 $5,951,001 $5,397,112 

Combined Exp  $5,285,948 $5,319,534    
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Facilities and Debt for Consolidated Schools 

 School buildings and the debt associated with them must be considered when school 

districts consolidate or annex.  The smaller districts had only a few buildings that accommodated 

the students.  The facilities in the vacated school district were a definite consideration during 

discussions that took place prior to a consolidation.  The host district could often work the 

incoming students from the vacated district into current facilities.  Dallas ISD needed to utilize 

some of the Wilmer-Hutchins ISD buildings when taking on the annexed district students.   

 Only two vacated districts had debt on existing buildings.  Asherton ISD had a debt of 

over $300,000 that had little effect on the Carrizo Springs ISD debt.  Carrizo Springs ISD added 

a significant debt after the consolidation.  Rochester County Line ISD added over $1,000,000 to 

a zero debt balance at Haskell ISD.  Haskell ISD reported using the Rochester County Line 

School building for junior high school classes, and the debt, transportation, instruction and 

maintenance of the remote campus was expensive.  Haskell ISD stated that a review of 

expenditures associated with the Rochester School took place each year.  Haskell ISD found 

operation of the remote campus might not be cost effective and the students might be taught in 

the Haskell community.  Moving all students to Haskell would be a difficult decision since the 

Rochester community wanted to maintain an active school in the vacated district boundaries. 

Table 8 

 Debt of School Districts in Study 

School District Name Y-1 Debt Y Debt Y+1 Debt Y+2 Debt 
Bledsoe ISD $0 $0   
Whiteface CISD $0 $0 $0 $300 
Union ISD $0 $0   
Wellman-Union CISD $0 $15,864 $664,871 $674,987 
Asherton ISD $1,223,236 $323,235   
Carrizo Springs ISD $565,000 $1,028,236 $888,625 $8,573,819 

(table continues) 
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Table 8 (continued). 
 

School District Name Y-1 Debt Y Debt Y+1 Debt Y+2 Debt 
Lakeview ISD $50,000 $0   
Memphis ISD $355,808 $316,529 $270,739 $222,914 
Three-Way ISD $0 $0   
Sudan ISD $805,000 $536,353 $482,950 $199,350 
Allison ISD $0 $0   
Ft. Elliot CISD $450,000 $202,807 $275,937 $280,451 
Goree ISD $0 $0   
Munday CISD $0 $0 $0 $0 
Rochester-County Line ISD $1,117,020 $1,075,000   
Haskell ISD $0 $0 $1,030,000 $986,809 
Mirando City ISD $0 $0   
Webb CISD $7,918 $8,301 $4,823,997 $4,353,142 
Wilmer-Hutchins ISD $0 $0   
Dallas ISD $1,370,243,956 $1,613,342,166 $1,550,232,056 $1,493,090,093 
Megargel ISD $0 $0   
Olney ISD $6,418,664 $6,458,616 $6,310,291 $6,112,202 
Spade ISD $63,811 $0   
Olton ISD $2,044,133 $1,896,380 $1,798,425 $1,629,478 

 

 The facilities and debts of the consolidated school districts in the study were troublesome 

at all districts.  The debt and use of the Rochester County Line School was significant in Haskell 

ISD.  All the consolidations involved a discussion among the districts’ boards because the 

vacated district citizens wanted the facilities in the former district to be used.  School buildings 

were a part of the community and represented an important aspect of community life.  

 

Administrative Costs of Consolidated Districts 

The issue of saving education costs with a reduction in administrative salaries after a 

school consolidation is a consistent argument for forcing closure of schools and school districts, 

especially smaller schools.  Common sense dictates that reducing the number of highest paid 

positions in schools, superintendents and principals, would absolutely decrease expenses.  The 
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costs in administrative categories from closed schools do not always equate to decreased 

administrative costs (Table 9).  The administrative costs figures within the pairs of consolidated 

districts in Table 9 represent actual expenditures throughout the four years listed. 

The statistics reported relate to the Academic Excellence Indicator System of Texas 

(AEIS) and are used for consistency of data guidelines.  Texas Education Agency changed its 

reporting of AEIS budget data in 2004 from budgeted expenses to actual expenses on prior year 

data, so its data in Table 8 came from audited reports.  

Table 9 
 
 Campus and District Administration Costs  
 

District Prior Year 2 - 
Combined 

Prior Year  1- 
Combined Post Year 1 Post Year 2 

Carrizo Springs (Asherton ISD) $918,856 $853,697 $767,587 $974,380 
Dallas ISD (Wilmer-Hutchins ISD) $31,966,498 $30,611,112 $36,307,915 $43,961,946 
Fort Elliot ISD (Allison ISD) $365,764 $428,517 $275,937 $280,451 
Haskell ISD (Rochester Co. Line 
ISD $549,817 $511,984 $399,707 $387,308 

Memphis ISD (Lakeview ISD) $279,783 $333,180 $281,940 $295,115 
Munday ISD (Goree ISD) $267,070 $313,334 $245,299 $230,511 
Olney ISD (Megargel ISD) $338,376 $455,350 $366,355 $411,344 
Olton ISD (Spade ISD) $435,095 $461,996 $387,421 $335,068 
Sudan ISD (Three Way ISD) $563,588 $546,493 $491,640 $489,938 
Webb ISD (Mirando City ISD) $698,323 $700,882 $623,682 $753,666 
Wellman-Union CISD (Union ISD) $238,622 $237,574 $166,672 $166,116 
Whiteface ISD (Bledsoe ISD) $379,615 $399,904 $368,852 $408,134 
  

The raw data in Table 9 suggested that administrative expenses did not consistently rise or fall 

after a consolidation.  The Dallas ISD and Wilmer-Hutchins merger actually began to take place 

in 2005 though the final closing of the Wilmer-Hutchins book did not take place until 2006.  The 

administrative costs increased considerably after the Dallas ISD consolidation of 2006.  The 

transition of Wilmer-Hutchins ISD into Dallas ISD took place over more than one year.  

Administrative costs were assigned to the vacated district until the actual consolidation which 
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explained the large rise in Dallas ISD costs.  Many of the districts appear to have lowered 

administrative costs immediately after consolidation.  A review of state totals of administrative 

costs with an inflation percentage factored in revealed that most of the districts did operate at a 

lower cost for the two years after consolidation (Table 10).   

Table 10 
 
 School District Administration Costs as a Percent of Inflation 
 

Consolidated School District 

Four Year 
Inflation on 

Administrator 
Costs 

Four Year 
Inflation for 

State 
Administrator 

Costs 
Carrizo Springs (Asherton ISD) 5.70% 12.9% 
Dallas ISD (Wilmer-Hutchins ISD) 27.29% 15.6% 
Fort Elliot ISD (Allison ISD) -30.42% 12.1% 
Haskell ISD (Rochester Co. Line ISD -41.96% 10.7% 
Memphis ISD (Lakeview ISD) 5.20% 20.8% 
Munday ISD (Goree ISD) -15.86% 12.1% 
Olney ISD (Megargel ISD) 17.74% 15.6% 
Olton ISD (Spade ISD) -29.85% 15.6% 
Sudan ISD (Three Way ISD) -15.03% 16.4% 
Webb ISD (Mirando City ISD) 7.34% 10.7% 
Wellman-Union CISD (Union ISD) -43.65% 25.7% 
Whiteface ISD (Bledsoe ISD) 6.99% 3.8% 

 

When the inflation rate of the state totals related to administrative costs was calculated 

over the four year period studied on each district, only 25% of the districts increased 

administrative costs after the consolidation.  Table 10 uses the same four year period to calculate 

inflation that the corresponding consolidated school district was studied.  Only Dallas ISD, 

Olney ISD and Wellman-Union CISD showed an increase in administrative costs over the state 

totals.  Administrative costs for state and district totals included all expenses of campus 

leadership, district leadership, district business functions and other costs solely accomplished at 
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the district level.  State totals were used as the comparison group since the studied districts 

varied so greatly in wealth and size.   

 

Transportation Costs 

Transportation costs associated with school consolidation are a concern for all districts.  

Fuel prices, costs of buses, bus maintenance, and bus safety regulations have greatly increased 

expenditures in Texas in recent years (Table 11). 

Table 11 
 
 Transportation Costs for Consolidated School Districts 1996-2006 in Texas 
 

School District Name Cons date Y-1 Y Y+1 Y+2 

Bledsoe ISD 1996 $10,424 $12,094   
Whiteface CISD 1996 $95,189 $99,724 $104,508 $126,147 

Combined Exp  $105,613 $111,818   
Union ISD 1997 $20,415 $20,462   
Wellman-Union CISD 1997 $65,570 $67,965 $86,704 $76,004 

Combined Exp  $85,985 $88,427   
Asherton ISD 1999 $75,841 $33,853   
Carrizo Springs ISD 1999 $254,074 $296,861 $358,203 $342,755 

Combined Exp  $329,915 $330,714   
Lakeview ISD 2000 $13,040 $334   
Memphis ISD 2000 $47,911 $65,855 $143,751 $127,581 

Combined Exp  $60,951 $66,189   
Three-Way ISD 2002 $58,465 $55,337   
Sudan ISD 2002 $122,682 $102,102 $140,333 $156,558 

Combined Exp  $181,147 $157,439   
Allison ISD 2003 $15,794 $17,460   
Ft. Elliot CISD 2003 $39,899 $40,558 $56,071 $54,997 

Combined Exp  $55,693 $58,018   

(table continues) 
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Table 11 (continued). 
School District Name Cons date Y-1 Y Y+1 Y+2 

Goree ISD 2003 $1,328 $43   
Munday CISD 2003 $9,528 $4,729 $17,288 $26,975 

Combined Exp  $10,856 $4,772   
Rochester-County Line ISD 2005 $33,181 $35,000   
Haskell ISD 2005 $65,078 $98,370 $138,291 $121,743 

Combined Exp  $98,259 $133,370   
Mirando City ISD 2005 $3,490 $7,955   
Webb CISD 2005 $69,751 $77,490 $146,644 $114,387 

Combined Exp  $3,490 $85,445   
Wilmer-Hutchins ISD 2006 $457,852 $12,598   
Dallas ISD 2006 $11,026,975 $17,922,946 $18,430,137 $18,941,777 

Combined Exp  $11,484,827    
Megargel ISD 2006 $12,739 $18,244   
Olney ISD 2006 $59,789 $81,099 $91,429 $103,335 

Combined Exp  $72,528 $99,343   
Spade ISD 2006 $49,552 $39,914   
Olton ISD 2006 $165,726 $142,057 $166,343 $228,713 

Combined Exp  $215,278 $181,971   
 

 

The transportation costs in Table 12 indicate no real pattern of cost efficiency or 

inefficiency.  Some costs increased after consolidation with other districts in the study showing a 

savings in transportation.  Dallas ISD had the largest increase in costs over the four year review.  

The urban setting and proximity of housing did not support a cost savings in transportation.  

Webb ISD, a rural school district in south Texas, also had an increase in costs which could be 

explained by the sparsity of the newly consolidated student population.  Munday ISD had the 

largest decrease in costs indicating the efficiency of the transportation in that rural setting.   
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Table 12 
 
Transportation Costs Inflation – Four Years 
 

School District Cost Inflation - Four Years 
Carrizo Springs (Asherton ISD) 3.89% 
Dallas ISD (Wilmer-Hutchins ISD) 64.93% 
Fort Elliot ISD (Allison ISD) -1.25% 
Haskell ISD (Rochester Co. Line ISD 23.90% 
Memphis ISD (Lakeview ISD) 109.32% 
Munday ISD (Goree ISD) 148.48% 
Olney ISD (Megargel ISD) 42.48% 
Olton ISD (Spade ISD) 6.24% 
Sudan ISD (Three Way ISD) -13.57% 
Webb ISD (Mirando City ISD) 56.18% 
Wellman-Union CISD (Union ISD) -11.61% 
Whiteface ISD (Bledsoe ISD) 19.44% 

 

Transportation costs of consolidated school districts were a concern since bused students 

would be traveling further distances and the extra mileage prompted more maintenance and 

buses longevity was shortened.  The 2004-2008 inflation rate of school transportation costs in 

Texas was 20.4 %.  Table 12 shows inflation rates for the consolidated districts over a four year 

period; two years prior to consolidation for both districts and two years after for the newly 

formed consolidated district.  Six of the consolidated districts exceeded the four year inflation 

rate of the state.  Munday ISD had the highest increase at 148 %.  Memphis ISD was next with 

over 100 % increase in costs.  Both of these districts are rural with Munday being between 

Abilene and Fort Worth while Memphis is in the western part of the panhandle of Texas.  The 

populations are sparse and generally have low household income compared to Texas average 

income.  The population density was 838 and 959 per square mile, respectively.  Transportation 

is required for a majority of students to get to school.  Webb ISD had a 56 % growth in 

transportation costs.  Located in South Texas, Webb is a rural area with 5.2 people per square 

mile.  The household income was much higher than the Texas average.  Dallas ISD had 3794 
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people per square mile and a lower than Texas average household income which made 

transportation of a large number of students mandatory in order to get the youth to school.  

Haskell ISD and Olney ISD had increased transportation expenses above the inflation average.  

Both of these communities were in isolated, rural settings.  The other noteworthy district was 

Sudan ISD with a 13 % decrease in transportation costs.  Sudan ISD is a wealthy school district 

in the Panhandle of Texas.  The bus fleet was modern with extra buses at the time of 

consolidation.  The reasons for Wellman-Union CISD transportation costs were similar to Sudan 

ISD.  Transportation costs in the smaller, rural communities fluctuated from year to year more 

than the larger school districts of Dallas ISD and Carrizo Springs ISD. 

Districts in rural settings with sparse populations throughout a wide area were most likely 

to have increased costs.  Regions of west Texas and south Texas require transportation that 

requires more than one hour ride each way. The students of the vacated school district might see 

an increased time on the bus.  Districts see increases in mileage, personnel costs for extended bus 

driver time, shorter bus lifespan and increased bus maintenance.  Looking at the data and 

inflation rates in Tables 10 and 11, there was no factor that contributed to predicting 

transportation savings or additional costs after consolidation. 
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CHAPTER 5 

SUMMARY, CONCLUSION, IMPLICATIONS 

Summary 

School consolidation has been a part of Texas history since before 1900.  Schools 

consolidate to benefit the education of students from both schools.  Most of the school 

consolidations are agreements among communities or municipalities though in the last 15 years, 

some are forced by the Texas Education Agency addressing specific needs or concerns at the 

local level.  School consolidations in Texas today continue to provide benefits in services and 

efficiency for students in the state.   

Funding of Texas schools is a multibillion dollar enterprise which has involved 

legislators, courts, independent school district boards and the taxes of local citizens across the 

state.  This research study is pertinent to many in Texas who are touched by the issues of 

incurring accountability for the state tax monies and increasing academic standards.  This chapter 

analyses data and research on school district consolidations in Texas.  Each theme or issue within 

the research question is reviewed and analyzed for future decision-making and extended study.   

 

Research Question 

What impact does school consolidation have in Texas on state and local revenue and 

expenditures?  This research question was analyzed by exploring the following seven financial 

issues. 

1. What changes occur in per pupil spending ranging over the entire district budget after 

consolidation relative to the prior two years budget per pupil spending?   
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2. What effect does consolidation of districts have on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of like size? 

3. What impact does consolidation have with regard to changes in school district 

wealth? 

4. What effect does the consolidation of two or more school districts have on total state 

funding to the newly consolidated school district? 

5. What is the financial impact of facilities from the vacated school district on the newly 

formed school district in terms of cost per pupil in the first two years after of 

consolidation?  

6. How do the administrative costs of the two separate districts compare to the 

administrative costs of the new district? 

7. How does the cost of transportation of students change after consolidation? 

Many of the consolidated districts in the study are very small with only two districts 

having more than 800 students.  In Texas, that means that most of the schools in the study 

qualify for the small schools finance adjustment through the state funding formulas.  The small 

schools finance adjustment provides additional funding for qualified school districts to 

accommodate for poor economy of scale issues and to provide a quality education for smaller 

numbers of students.  For example, an advanced mathematics course might have only three 

students but take a professional teacher even though the numbers do not justify the small class.  

Additionally, many of the districts are rural with land masses covering large areas with sparse 

populations.  This situation increases bus travel for the host school district since most students in 

a small school need to compete in extracurricular activities. 
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This study looked at 24 school districts that consolidated or annexed into twelve school 

districts between 1996 and 2006.  Most of the vacated districts were losing student population 

and local tax base and were no longer financially viable entities. One TEA executive referred to 

these districts as “circling the drain” to insolvency.  This statement indicates the precarious 

position many districts face when competing for state funding with other state agencies. 

Often the smaller communities fight diligently and passionately to maintain their 

independent school status since the community is, in a large degree, held together by the school 

activities and network.  The school district in many of these communities is one of the largest 

employers with the largest payroll in the area.  The loss of a school could mean loss of jobs 

supporting a healthy community financial structure.  Legislators understand the tax and revenue 

implications for a dying community, and since 1990, have enacted legislation that has led to 

closing some smaller schools in Texas.  At the same time, legislation has passed each biennium 

saving a number of districts that are struggling to stay afloat financially.  As an example, one 

small district in north Texas which was not a consolidated district was faced with a forced 

annexation to a larger school.  The smaller community was a very wealthy one while the larger 

school was relatively poor.  The wealthy district had a low tax rate because the taxes generated 

would operate the school effectively.  When faced with consolidation, the local school district 

appealed to the community which voted a huge tax increase knowing that most of the increase 

would be recaptured by the state in the Robin Hood plan.  The local tax rate increased from 

nearly $0.86 to $1.50, almost doubling taxes in one year.  TEA allowed the school to maintain its 

independent status, and the state collected a large amount of the local taxes generated by the 

increase.  This clearly indicates the importance of the school district to the community.  Funding 

issues continue to force school districts to adjust and adapt to changing funding regulations. 
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Observations 

Issue 1:  What changes occur in per pupil spending ranging over the entire district budget relative 
to the prior two years budget per pupil spending?  Issue 2: What effect does consolidation of 
districts have on per pupil expenditures when comparing consolidated districts to non-
consolidated districts of like size? 

 
The expenditures encompass all expenses in a school district since all expenses are a 

factor when combining schools.  A host school is very interested in all liabilities when taking on 

additional assets and responsibilities.  No consistent or predominant trend is seen in the data.  

The varied sizes of schools and the complexity of school funding make each district function 

with seemingly independent factors.  The small number of consolidations may be a factor in the 

lack of trends.  In smaller school districts, purchase of school buses, large maintenance projects, 

extensive technology enhancement, and/or a student population change in numbers greatly 

impact one year of finances.  The expenses varied in each district, regardless of any inflationary 

factor. 

Issue 2 asks what effect consolidation of districts has on per pupil expenditures when 

comparing consolidated districts to non-consolidated districts of similar size.  Adjusting for 

inflation by comparing non-consolidated schools to consolidated schools also indicates no 

definitive trend for predicting factors to determine the cost or benefit of consolidation.  The small 

size affects numerous financial factors that do not allow consistent results to be seen from district 

to district.  Comparable small districts outside the study indicate similar results.  No consistency 

is seen in the attempt to address inflationary factors influencing school districts in the study. 

In reviewing the literature, the consistent observation is that larger districts increase in 

per pupil expenditures over time, and the increases will be at a faster rate than the separate 

districts showed prior to consolidation.  The mid-size district, Carrizo Springs ISD, shows 

consistently increasing per pupil expenditures even when compared to a similar non-consolidated 
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school district.  Dallas ISD does not increase over the study period.  In fact, Dallas ISD shows a 

decrease in overall costs per pupil after the four year study period.  Even when compared to a 

similar non-consolidated district, Dallas ISD effectively decreases expenditures per pupil.  

According to a TEA officer, other school agency personnel, and private contractors who are 

involved in the consolidation of Dallas ISD  and Wilmer-Hutchins ISD, the transition of Wilmer-

Hutchins ISD took place over two to three years.  Wilmer-Hutchins ISD was under a TEA 

Monitor and Supervision for at least two years prior to annexation to Dallas ISD.  The reports 

state that Wilmer-Hutchins ISD debts were addressed by TEA prior to the date of annexation.  

Some students were reported as transferred to Dallas ISD prior to the official closure year of 

Wilmer-Hutchins Schools.  Any financial actions taken by TEA during the last two years of 

Wilmer-Hutchins ISD operations were in an effort to keep the district solvent during the 

monitoring time and subsequent annexation period.  All the negotiations were audited, but the 

recording of data is affected by the transition period.  The Wilmer-Hutchins ISD annexation to 

Dallas ISD is a unique situation in Texas consolidation reports. 

Issue 3:  What impact does consolidation have with regard to changes in school district wealth? 
 

School wealth labels in Texas schools are a factor in some district finance summaries.  

However, the data collected shows no impact on the wealth label of a school district after 

consolidation.  One vacated school district identified as high wealth consolidated to a non-

wealthy status host district.  Some host districts identified as non-wealthy later attained the 

wealthy status.  A review of the districts changing wealth status beyond the study period shows 

that the wealth label is more likely a product of rapidly increasing property value as additional 

students tend to slow the change in status by spreading out the property wealth over a larger 
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number of students and lowering the property value to child.  School wealth is not directly 

related to consolidation, but the consolidation may impact the time period for change of status. 

Issue 4:  What effect does the consolidation of two or more school districts have on total state 
funding to the newly consolidated school district? 
 

State funding does change over the study period and is a factor of the funding formulas in 

place.  Like per pupil expenditures, state funding is affected by small school adjustments, 

instructional facilities allotments, special compensation to consolidating annexing districts and 

other funding factors unique to each and every district in the study.  No simple trend or function 

can predict that state funding increases or decreases though it is known that Texas Education 

Code Chapter 13 stipulates that consolidating districts are eligible for incentive funding to assist 

districts in consolidation costs.  These monies are available for ten years after the consolidation 

occurred.  TEA reports that those assistance funds are being paid and that the districts in this 

study are receiving the dispensation or have operated as a consolidated district for more than the 

ten year period.  Some districts are dependent on the additional funding and questioned TEA 

officials when the incentive payments ceased.  The sizes of the districts do not change 

measurably to prompt a change in funding status in most instances.  Most districts continue to 

qualify for small district funding factors that increase state monies to the district. 

Issue 5:  What is the financial impact of facilities from the vacated school district on the newly 
formed school district in terms of cost per pupil in the first two years after of consolidation? 
 

Facilities in vacated school districts are transferred to the host districts at little or no 

initial cost.  Very few instances are observed where debt is transferred to a host district.  

However, most host districts report the incorporated facilities to be a liability.  Many of the 

vacated school buildings are left vacant or maintained by the host district for the local 

community use.  Substantial costs are reported for paying electricity, water and cleaning 
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expenses for buildings not used as classrooms by the consolidated school district.  Most host 

districts report vandalism as a concern and continues as an additional cost.  In most cases, the 

buildings were either sold at auction for a fraction of their value or donated to the community for 

public use.  One district acquired teacher houses and these were sold at an auction.  Another 

district could not afford the upkeep for buildings not being used so a vendor was hired to 

demolish and bury the building.  The host district still has a plane fly over once or twice a year to 

spray the lot to prevent weed growth and prevent liability issues.  A few of the consolidated 

districts report using some of the facilities acquired in the consolidation, and one district reported 

keeping an instructional building for the education of all the middle school students in the 

consolidated district though that building would probably be closed in the near future with all 

district students being taught in the new community. 

Texas provides funding for new facilities debt for qualifying district expansion. 

Legislation over the last twenty years provides some relief of old debt.  Yet the data in this 

research indicates that most of the consolidations between 1996 and 2006 have no debt 

facilitating additional funding for facilities.   

Issue 6:  How do the administrative costs of the two separate districts compare to the 
administrative costs of the new district? 
 

Administrative costs after consolidation increase in many of the studies outside Texas.  

Even though administrative positions are absorbed when schools closed in most cases outside 

Texas, consolidated schools in those cases often add administrators from the vacated schools to 

their own staff.  Increased students loads and expertise in educational training and experiences 

are the rationale for adding the positions.  This study finds that administrator costs in Texas 

consolidated schools vary widely from district to district, but only 25% of the districts increased 

costs.  Some administrative positions are dissolved in the merger of school districts in this study, 
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and administrative costs drop after the initial consolidation.  Other districts are compelled to add 

administrative staff to deal with the additional responsibilities of the new district.  Administrative 

costs decreased for the year following the initial consolidation. 

Issue 7: How does the cost of transportation of students change after consolidation? 

Transportation of student costs should have increased, in some cases dramatically, after 

the consolidation since schools would be traveling further into sparse areas to get children.  

Students in the sparse areas often require the transportation to school if they are to attend on a 

regular basis.  Transportation finances for schools in Texas favor districts with denser student 

populations.  Thus, sparse districts support transportation with local tax dollars since state 

funding will not cover the costs of transportation.  Studies in other states reported significant 

increases in transportation costs.  While increases in transportation costs are expected in the 

more rural, smaller schools of the study, costs decrease in some cases.  The transportation costs 

in large school districts rose with Dallas ISD exhibiting the largest increase in this area.  The 

costs of upgrading the bus fleet and increasing personnel costs cause the Dallas ISD situation to 

show such marked increases.  Other small school districts do not show a trend as costs rise and 

fall over the four years sampled. 

 

Conclusion 

This study takes a broad, exploratory approach to the review of consolidated school 

districts’ finances in Texas over the period of 1996-2006.  So many factors are involved in the 

complex funding formulas and the variation of the districts that definitive data for the projection 

of the effectiveness of managing school funding in Texas via the use of school consolidation is 

still unclear.  The data from this study gives districts and legislators considering school 
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consolidation on an individual system or over the state of Texas conflicting information making 

informed decisions difficult when considering the potential outcomes of school consolidation.  

State funding codes that provide incentives for ten years after a school consolidates is a factor to 

consider when looking at increasing state funding as a whole.   

 

Implications for Further Studies 

Texas school district consolidation continues in Texas since 2006.  The Commissioner of 

Education ordered closure of Kendleton ISD because of chronic academic problems. The district 

was annexed to a neighboring district, the Lamar Consolidated Independent School District 

(TEA, 2010).  While no financial concerns prompted this consolidation, fiscal effects occurred in 

the Lamar CISD due to the action taken by TEA.  This consolidation was strictly due to poor 

academic performance and did not occur in time to do a post-consolidation study of finances.  

Schools will continue to face the question of consolidation due to financial issues. 

Further studies could clarify some of the findings from this study.  Primarily, taking just 

one or two of the seven issues explored in this study and expanding the research to address 

specific targeted expenditures will provide a clearer picture on those criteria selected.  Studies 

should develop models capable of refining larger samples of data that would empower decision-

makers to project changes when considering consolidation.  Texas has a complex but basic and 

understandable system of funding schools that will facilitate the study of specific areas of 

finance.  The Public Education Information Management System (PEIMS) has state funding 

separated into specific areas of funding.  The PEIMS system is refined to the point that data can 

be broken down to finite numbers and then studied for individual effects on costs and 

expenditures.  This study should provide a basic background that will launch more targeted 
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explorations that will provide trends and expectations for better decision-making regarding 

school finance in Texas. 
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