Michigan
School Finance
At the
Crossroads

Over the last 15 years the adequacy of Michigan’s school funding has seriously
eroded.
1. After adjusting for inflation, total K-12 education funding declined by 30 percent between
2002 and 2015.
2. During the Proposal A period the foundation allowance has been declining by nearly 40
percent.
3. Proposal A devoted little attention to addressing the added costs of educating students
with added needs. While the number of at-risk students has increased significantly,
inflation-adjusted at-risk funding per at-risk student has plunged by over 60 percent since
2001.
4. Michigan ranks dead last among states in total education revenue growth since the
passage of Proposal A.
5. After adjusting for inflation, Michigan’s education revenue in 2015 was only 82 percent of
the state’s 1995 revenue. No other state is close to a decline of this magnitude. In 48
states, 2015 education revenue was higher. …Michigan’s real per-pupil revenues declined
by 15 percent over this same period, ranking 48th among the 50 states.
6. Highlights from Governor Whitmer’s proposal
7. Adequacy v. Equity

Proposal A Comes to Michigan…
• Proposal A was passed in 1994

• Purpose: Lower property taxes and narrow the revenue gaps across MI school
districts.

• For nearly 8 years after its passage, Proposal A brought improvements
to basic funding adequacy in Michigan, while falling short on
adjusting revenues to match key additional costs faced by local school
districts. As a result, over the last 10-15 years Michigan’s school
funding has seriously eroded.
• While school districts can raise additional revenue for capital
improvements/facilities, they cannot raise local revenue to support
instruction or other operational costs.

Proposal A cont’d…
• Before 1994 MI school districts heavily relied
on local property taxes to fund schools. More
than 60% funding came from local property
taxes. A mill is $1 for every $1000 of taxable
value. (Taxable value is APPROXIMATELY 50%
of market value)
• The average millage rate before proposal A
was 34 mills for home and business owners.
Michigan property taxes were among the
highest in the nation.
• Prior to 1994 the state funded the MI Public
School Employee Retirement System (MPSERS)
and has since been shifted to the
responsibility of the school districts.
• Local school districts annual contribution to
the pension system is calculated as a
percentage of their payroll, and the rate
increased from 14.56% in 1995-96 to over 25%
by 2015-16. Currently Allen Park is paying
26.18%.

Figure 6 shows total education revenue for
each state, adjusted for inflation, as a
percentage of that state’s education revenue in
1995.
Between 1995 and 2015, Michigan was dead
last in education revenue growth—50th out of
50 states.
Michigan’s slide in K-12 education funding is all
the more striking because it occurred
simultaneously with the state’s establishment
of strict curricular and achievement standards
for children.
But while most other states have accompanied
increased outcome expectations with increased
resources to meet them, Michigan
policymakers have reduced resources.

Intended effect of Prop. A: Less
property tax; State funding & control
of education. Supplement education
with higher sales tax (From 4% to
6%.)

Figure 2 displays the trend in total real
revenue for Michigan public schools since
the passage of Proposal A.
From 1994 to 2002 total revenue increased
by 21 percent to 28.1 billion (in 2017
dollars). But since 2002 total revenue has
been on a downward trajectory, falling to
$19.7 billion by 2015, a 30 percent decline.
Figure 2 also shows that state funding,
which fell by 38 percent between 2002 and
2015, was primarily responsible for the fall
in total real revenues. Seventy-four percent
of the total revenue decline from 2002 to
2015 was due to declining state revenues.

Why has education funding declined?
1. The state’s allocation of School Aid Fund revenues to activities other than K-12
education has contributed to the problem, but the fundamental cause is the state’s
declining tax effort.
2. Among states, Michigan’s funding of special education services is unusually stingy,
and this hurts both special education and regular education students.
3. Michigan’s approach to school facility finance guarantees unequal opportunities for
students and unequal burdens for taxpayers.
4. Michigan’s school choice policies have increased the schooling options for many
students, but features of the state’s financial arrangements for choice promote
inefficiency.

Figure 1 shows that sales,
income, and property taxes
currently account for about 75
percent of School Aid Fund (SAF)
revenues, with the largest share
(43 percent) from the sales tax.
Approximately 11–12 percent of
SAF revenues come from the
federal government.

But while most other states have accompanied increased outcome expectations with increased resources
to meet them, Michigan policymakers have reduced resources.
For some time now, state officials have relied on the School Aid Fund as a slush fund in state budgeting.

Adequacy
• NWEA compared to Nation, but we aren’t funded like the nation
• What has the State of Michigan done to try to help out?

• Students can be designated 31a by meeting one of the following categories:

Economically disadvantaged
English learner
Chronically absent as defined and reported to the Center for Educational Performance and Information (CEPI)
Victim of child abuse or neglect
Pregnant teenager or teenage parent
Family history of school failure, incarceration, or substance abuse
Immigrant who has immigrated within the immediately preceding 3 years
Did not complete high school in four years and is still in school
Did not achieve proficiency on the English Language Arts (ELA), mathematics, science, or social studies State
summative assessments
• At risk of not meeting the LEA's core academic curricular objectives in ELA or mathematics based on local
assessments
•
•
•
•
•
•
•
•
•

• This year, we received approximately $1,000,000 fore reading coaches, counselors, social workers,
intervention programming, and audio systems for classrooms.

Variance in Local Property Tax Funding

What Does This Look Like In AP?
• In 2018 Bloomfiled Hills asked the voters to approve a sinking fund.
They sought .7165 mills. That will generate $2,500,000 annually.
• If we ran the exact same sinking fund in AP, it would generate less
than $325,000 annually.

Figure 5 shows Michigan’s at-risk
funding per at-risk student from 1994 to
2017 in 2017 dollars.
The number of at-risk students* has
increased from 490,050 in 1995 to
676,483 in 2017.
Nearly half of Michigan students are
now classified as at-risk. In AP 1446 are
labeled as at-risk
Meanwhile, funding per at-risk student
has plunged by over 60 percent from its
peak in 2001.
*The state’s at-risk definition includes students who are from low-income
families or families with histories of incarceration or substance abuse, who are
victims of child abuse, or who are teenage parents

This does not reflect serious concern by
state policymakers for the needs of
Michigan’s most vulnerable students.

