
            Fiscal Independence Issue Brief 
 

Background 
 
Local school boards fall into one of two categories when it comes to raising revenue, either fiscally independent 
or fiscally dependent. Fiscally independent school boards have authority to develop their own budgets and raise 
the local portion of school system support revenues. Fiscally dependent school boards must have their budgets 
approved and revenues raised by another governmental entity. North Carolina’s school boards are among the 
small minority that are fiscally dependent; county commissions approve the education budgets and raise the 
revenues for the school systems in North Carolina communities.1 In North Carolina, school boards are the only 
elected governing bodies that do not have the ability to raise some or all of the funds needed to support the system 
they are charged with administering.   
 
National Picture: Of the approximately 15,000 local boards of education nationwide, over 90% are fiscally 
independent. This is because school boards in most states are considered independent units of government. North 
Carolina, Maryland, and Virginia represent organizational exceptions in which school systems are dependencies 
of general governments. Different models of fiscal independence exist across the country, such as: pure 
independence, independence with caps, and the town hall model. 

South Carolina: South Carolina is one of the most recent states to shift school districts from fiscally dependent to 
fiscally independent. There are 85 school districts in South Carolina-  by 2008, 23 of the state’s 85 school districts 
had been granted fiscal independence, 42 had limited authority, and 20 districts were completely dependent upon 
the county councils. A 2006 bill placed some restrictions on local property taxes and expanded the portion of 
school funding coming from the State-level.   

In 2000, the Study Team on Local Leadership Quality and Engagement examined 14 years of millage (property 
tax) rates in South Carolina. Their study found that the tax rates in fiscally independent district rose less and at a 
slower pace than tax rates in districts with limited, capped, or no independence. The Committee recommended 
that all school boards be granted fiscal independence.  
 
Legislative Efforts: At the request of NCSBA, legislation was introduced in 2007 to transfer responsibility for 
raising the local portion of school system support revenues from the county commissioners to the school boards if 
both elected bodies agreed.2 The eligible school boards would have been authorized to levy property taxes in the 
same manner as the county commissioners, and without limit as to the tax rate (except for the first year).3 The 
legislation received a Committee hearing but did not pass either chamber of the General Assembly. This bill was 
also filed during the 2013 legislative session but was not considered.4 No legislation on the issue was introduced 
during the 2009-10 or 2011-12 legislative sessions. 
 
NCSBA Position 
 
NCSBA supports fiscal accountability for school boards and asks that the General Assembly grant fiscal 

                                                 
1 Three North Carolina school districts have limited autonomy to raise revenue: Weldon City, Roanoke Rapids City, and 
Mooresville City.  
2 HB 1740, ver.1 (2007).  
3 The eligible school boards would have also received a portion of the county’s share of the local sales tax; would have been 
authorized to issue bonds under the same terms and limitations as counties; would have assumed responsibility for paying 
existing bonded debt for school facilities; and would have received the portion of sales tax dedicated to school construction.  
4 HB 955, ver. 1 (2013) 



accountability to requesting school boards. In these instances the school board will be held directly accountable 
for all aspects of public education in that service area. NCSBA supports this for several reasons.   
 
Accountability: The General Assembly, North Carolina State Board of Education, and North Carolina Supreme 
Court are continuing to hold administrators, teachers, and students accountable for the progress of school-aged 
children in North Carolina. However, since local boards of education remain fiscally dependent they have been 
put into the unreasonable position of being denied access to essential tools for administering the school system, 
while being held fully accountable if the system is not fulfilling the needs of students. Empowering school boards 
with fiscal independence would align the responsibility for education outcomes with that of raising funds 
necessary to provide the best possible educational services and make them directly accountable to the public that 
elects them.  
 
Local Control: School boards are elected to be the education leaders and decision-makers in their communities. 
School boards should not have to educate and justify their needs to another group who are neither schooled in 
education issues nor held accountable for the school systems’ success or failure. 
 
Removing Politics from Education: School boards often spend inordinate amounts of time and resources 
justifying their needs and monetary requests to county commissions. These discussions all too often devolve into 
bickering over politics, personalities, partisanship, jurisdictional power conflicts, and other alternative agendas 
rather than the most efficient provision of educational services. Politics and political maneuvering should not be 
involved in addressing the educational needs of children.   
 
Wasted Resources and Legal Fees: Justifying school system needs and budget requests to county commissions 
also saps an enormous amount of school board, staff and support organization’s time, energy, and resources away 
from the provision of educational services to children. Each year brings a multitude of school board-county 
commission battles over local education funding adequacy. Not only has this led to a deteriorating relationship 
between the two bodies in many parts of the state, it has, in many instances, resulted in school boards taking legal 
action against county commissions. Both bodies incur large and unnecessary expenses from legal actions, 
draining public resources in the process and making the effective public cost of the system much higher than tax 
rates might indicate. 
 
Requisite Powers:  Throughout the Federalist Papers, Hamilton and Madison constantly pointed out that 
creating public bodies and simultaneously withholding from those bodies the powers requisite to execute the 
trusts which are committed to their care is not sound public administration, and leads to instability and 
inefficiency in public affairs. Vesting school boards with the power to administer school systems while 
simultaneously limiting their powers to raise appropriate revenues creates a situation identical to that which those 
founders warned against; inefficiency and excessive bureaucracy have accordingly arisen as a result.  
 
Concerns: Supporters of the status quo often express concerns that granting school boards fiscal independence 
will shift the focus of school board races from educational issues to the most optimal tax rate.  However, an 
NCSBA survey of other states where school districts have fiscal independence has shown that educational issues 
dominate the debate around school board races. Some states indicated that if taxes were an issue the debate was 
usually couched in terms of fiscal responsibility and efficiency. It is also important to note that this topic is 
already interjected into school board race debates throughout North Carolina.   
 
Supporters of the status quo also argue that tax rates will increase if school boards are granted fiscal 
independence. However, the South Carolina experience has shown that, except for a few isolated instances, school 
boards with fiscal independence act responsibly in setting tax rates. School boards that do not act responsibly in 
setting tax rates will be held accountable by the public through the election process. 


