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KEY POINTS

In fiscal year 2025, local
government borrowing
reached nearly $561 billion
in combined principal and
interest, which means every
man, woman, and child
owes $17,706 for his or her
share of the debt.

From 2016 to 2025, total local
debt rose from $331.8 billion
to $561 billion, an increase
of 69%. By comparison, the
state’s population climbed
only 14%.

In 2023, Texas’ local debt
per capita ranked as the 3rd
highest among the top ten
most populous states.
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INTRODUCTION

Local governments in Texas have accumulated excessive public
debt.

In fiscal year (FY) 2025, the total amount of principal and inter-
est owed by cities, counties, school districts, and special districts
climbed to nearly $561 billion. Of this total, approximately 65%, or
$365 billion, is required to repay the outstanding principal, while the
remaining 35%, or $195 billion, is interest-related costs (see Table 1)
(Texas Bond Review Board, 2025). On a per capita basis, local gov-
ernments have borrowed around $17,706 for every man, woman,
and child in Texas.

Independent school districts (ISDs) were responsible for the great-
est amounts of excess, with debt reaching $236 billion or 42.1% of
the total. Given that 5,544,255 students were enrolled in Texas K-12
institutions during the 2024-25 school year (Texas Education Agen-
cy, n.d.), ISD debt amounted to $42,687 owed per pupil. The next
most indebted local government type was municipal governments,
which collectively owed $165 billion. This figure represented nearly
30% of total local debt. Special districts, including utility and emer-
gency service districts, and county governments accounted for the
remaining share.
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Table1
Local Debt Service Outstanding, Fiscal Year 2025

A % of
Principal Owed Total
Independent School o
Districts $148,350,391,364 40.5%
Municipalities $111,613,175,226  30.5%
Water Districts & o
Authorities $55,047,643924  15%
Counties $20,088,366,789 5.4%
Other Special Districts & o
Authorities $18,857,783,093  5.1%
Community & Junior o
Colleges $6,423,187,121 1.7%
Health/Hospital Districts $5,423,123,255  1.4%
TOTAL $365,500,296,028 100%

% of % of
Interest Owed Total Total Debt Total
$88,318,375,469 45% $236,668,766,3833 42.1%
$54,165,043,791 27.6% $165,778,219,017 29.5%
$25,721,899,776 13.1% $80,769,543,700 14.4%
$8,996,531,870 4.5% $29,084,898,659 52%
$12,731,104,145 6.4% $31,588,887,238 5.6%
$2,635,964,897 1.3% $9,059,152,018 1.6%
$3,409,087,414 1.7% $8,832,210,669 1.6%
$195,978,007,362 100% $561,781,678,134 100%

Source: Texas Bond Review Board (2025).

A maijority of Texas’s outstanding debt consists of
tax-supported general obligation (GO) debt paid
through property taxes, while a minor portion is
made up of revenue debt secured by a specific rev-
enue source.

In isolation, Texas’s local debt is sufficiently con-
cerning. However, with greater historical context, this
heightened borrowing environment becomes even
more alarming.

In 2016, Texas's principal debt amounted to $208.5
billion. By 2025, that debt burden had grown to $365
billion, representing a 75% growth. In a similar way,
the amount of interest owed on the debt rose from

DID YOU KNOW?

$123.3 billion to $195 billion over the same period,
constituting a 58% increase. Combined, total local
debt surged from $331.8 billion in 2016 to $561 billion
in 2025 (Texas Bond Review Board, 2016; 2025) (see
Table 2).

Interestingly, Texas’s population growth was not near-
ly as robust. From 2016 to 2025, the state’s population
increased from 27.8 million to 31.7 million, or approxi-
mately 14% (U.S. Census Bureau, n.d.-a; n.d.-b).

The mismatch between aggressive local debt
consumption and modest population growth
explains, in part, the alarming uptick in total debt per
capita. Consider that over that period, the amount of

Texas' local debt ranks quite poorly when compared to other large states. Per the Bond Review

Board (2026, p. 4), the Lone Star State’s local debt per capita ($9,726/person) ranked as the 3rd
highest among the top ten most populous states, behind only California ($10,606/person) and New
York ($10,253/person). These totals include only principal debt and are specific to census year 2023.
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Table 2
Texas Debt and Population 2016-2025

Texas % P % % % Total
Population = Change Principal Owed Change Interest Owed Change Total Debt Change Dce:; iF;sr

2016 27,825,975 - $208,507,850,377 - $123,317,180,846 - $331,825,031,217 - $11,925.01 -
2017 28,188,852 1.3% $217,342119548  4.24%  $123607,523214  024%  $340,949,642752  275%  $12,09519 1.43%
2018 28,508,309 113% $228,789,350,566  527%  $127,357,962,414  3.03% $356,147,312,968  4.46%  $1249275  3.29%
2019 28,856,455 1.22% $238,820,705,941  4.38% $128,503,314,558 09%  $367,324,020,479 314%  $12,729.35 1.89%
2020 29,237,895 1.32% $248,696,434,740  414%  $126,226,054,007 -177%  $374,922,488732  207%  $12,82317  074%
2021 29,572,672 115% $261,895,371,588 5.31% $124,755,952,579 -1.16% $386,651,324,168 3.13% $13,074.62 1.96%
2022 30,118,002 1.84% $279,995,5605,246 6.91% $133,320,291812  6.86% $413,315,797,041 6.9% $13,723.21 4.96%
2023 30,719,247 2% $307,983,367,576 10%  $153,185,933,500 14.9% $461,169,301,061  11.58% $15,012.39 9.39%
2024 31,318,578 1.95% $330,882,070,653  7.44%  $168,765,013,484 1017%  $499,647,084118  834%  $1595370  6.27%
2025 31,709,821 1.25% $365,500,296,028 10.46%  $195978,007,362 16.12%  $561,478,303,383 1237%  $17,706.76  10.98%
TOTAL 14% 75% 58% 69% 48%

Source: Texas Bond Review Board (2025).

local debt owed per Texan increased from $11,925 per
person in 2016 to $17,706 per person in 2025—a 48%
increase.

One factor contributing to the increase is the lack
of strict fiscal rules that shape how governments
respond when revenues fall short. As Alt and Low-
ry explain, “where no such law exists, a government
can respond to a surprise deficit by borrowing” (Alt
& Lowry, 1994, p. 816). When borrowing is available
as an immediate response to fiscal imbalance, lo-
cal officials face fewer incentives to weigh long-
term costs against short-term benefits. Debt allows
spending decisions to move forward without forcing
difficult tradeoffs, which encourages repeated reli-
ance on borrowing. Over time, this dynamic prompts
the accumulation of long-term obligations that are
ultimately borne by taxpayers rather than the deci-
sionmakers who approved them.

Even when borrowing decisions are subject to vot-
er approval, those decisions are often made without
full awareness of their long-term effects. As Richard
Wagner explains, “median voters do not make debt
choices under perfect knowledge of future conse-

guences” (Wagner, 1971, p. 109). Because the costs
of debt are delayed and spread out over time, vot-
ers who participate in local elections may support
borrowing without fully accounting for how those
obligations will affect the community in the future.
In low-turnout local elections, this dynamic allows
a relatively small group of voters to authorize long-
term debt that the entire community must repay.

The implications of this growth are significant. As a
larger share of local revenue is committed to princi-
pal and interest payments, fewer resources remain
available for other priorities. Rising debt service re-
duces fiscal flexibility and limits communities’ ability
to respond to economic downturns or unexpected
needs. Long-term obligations approved today will
shape local budgets for decades. A more disciplined
and transparent approach to borrowing is essential
to ensure that debt remains a tool of necessity rath-
er than a routine practice.

RECOMMENDATIONS

While there is no silver bullet solution to Texas's local
debt problem, various legislative reforms can pro-
pel localities toward a better, more fiscally respon-
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sible direction. With this in mind, the next Legislature
should give serious consideration to the following
concepts.

proposedbondsandthe principal, estimated
interest, and estimated combined principal
and interest required for full payment of

Require Bond Elections to Be Held in Novem-
ber. Bond elections should be held on the uni-
form election date in November to solicit the
maximum number of voters and to ensure that
a small minority of special interests is not unduly
influencing bond elections’ outcome.

Establish Minimum Voter Turnout Require-
ments. Establish a minimum voter turnout
threshold for the approval of new bond propo-
sitions and tax ratification elections. This, too, will
help prevent the process from being dominated
by a relatively small percentage of voters.

Local Government Debt Limitation. To prevent
excessive debt accumulation, the Legislature
should prohibit a political subdivision from au-
thorizing any further debt if the resulting annual
debt service on debt payable from property tax-
es exceeds 10% of the amount equal to the aver-
age of the amount of property tax collections for
the three preceding fiscal years.

Strengthen the Voter Information Docu-
ment. The 86th Legislature passed another good
government measure, HB 477 (2019), which re-
quires political subdivisions with more than 250
registered voters to create a Voter Information
Document (VID) for each bond proposition that
contains the following information (HB 477 Bill
Analysis, 2019, p. 2):

a. The language that would appear on the
ballot;

b. Atable with the principal, estimated interest,
and estimated combined principal and
interest required for full payment of the
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all outstanding bonds as of the date the
political subdivision adopted the debt
obligation order;

c. The estimated maximum annual increase in
taxes that would be imposed on a residence
homestead with an appraised value of
$100,000, based on certain assumptions
made by the governing body of the political
subdivision detailed in the bill; and

d. Any other information considered relevant
or necessary to explain the other information
in the document.

However, despite the Legislature’s attempt to im-
prove debt transparency, some problems have
emerged with the information relayed on the VID,
including statistical manipulation and the non-
disclosure of certain details. To remedy these
issues and improve the VID’s effectiveness, the
Legislature should amend state law to eliminate
the arbitrary $100,000 appraised value estimate
(HB 477, 2019, p. 6) and replace it with the cur-
rent year's average taxable value for a residence
homestead in the jurisdiction; force political sub-
divisions to disclose all underlying data; and re-
quire the VID to be prominently posted online,
either on the political subdivision’s home page or
its bond election website, if it has one.

These reforms, along with others, promise to make
significant process changes that will bring about
greater government transparency and accountabil-
ity, with the goal of reducing the burden of increased
local government debt across Texas.®


https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00477F.pdf#navpanes=0
https://hro.house.texas.gov/pdf/ba86r/hb0477.pdf#navpanes=0
https://hro.house.texas.gov/pdf/ba86r/hb0477.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00477F.pdf#navpanes=0
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