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Michigan’s School Funding System

Established with passage of Proposal A in 1994

Key objectives of Proposal A:
• Substantially reduce property taxes
• Reduce per-pupil funding disparities across districts

Proposal A largely accomplished these goals
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Inequality in Local District Property Tax 
Revenue: Pre-Proposal A

District (county) Taxable value per 
pupil

Millage rate (MI 
average in 1994)

Local property 
tax revenue per 

pupil
Northport  (Leelanau) 2,846,237 34 96,772 
Covert (Van Buren) 1,912,921 34 65,039
Bloomfield Hills (Oakland) 615,343 34 20,922
Harper Woods (Wayne) 57,418 34 1,952
Bendle (Genesee) 56,554 34 1,923
Godfrey-Lee (Kent) 52,923 34 1,799



Features of the Proposal A Funding System

• Created per-pupil foundation allowances as primary source of 
discretionary revenue for all districts and charter schools 

• Since 1994, annual adjustments of foundation allowances have 
narrowed funding gaps between low- and high-revenue districts

• Nearly all operational revenue follows students when they switch to 
another district or charter school
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Features of the Proposal A Funding System

• Proposal A sharply curtailed local voters’ discretion to set millages for 
operating revenues

• Foundation allowances have never been calibrated to the cost of 
providing education services

• Proposal A did not address school facilities which are funded 
exclusively by local property taxes with voter approval
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Holland Grand Rapids Midland Lansing

2003 Nominal Foundation $6,838 $6,782 $8,122 $7,105

2019 Nominal Foundation $7,871 $7,871 $8,531 $8,002
% Change 2003-2019

Nominal 15% 16% 5% 13%
Real (CPI deflator) -16% -15% -23% -18%
Real (state & local govt deflator) -28% -27% -34% -30%

Change in Per-pupil Foundation Allowances for 
Select School Districts, 2003-2019 
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State revenue is poorly matched to local cost variations
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Federal
~10%

State
~30%Local

~60%

Special Education in Michigan

Under 1997 Durant settlement state 
pays
~28% of approved special education 
costs
~70% of special education 
transportation costs
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Why Michigan’s Special Education Funding
Is Inequitable

• Local districts cannot raise millage rates
• ISDs vary dramatically in their ability to pay: taxable value per pupil
• The state imposes different caps on ISD millage rates (based on their 

1993 millage rate 

• Varying shares of local and ISD students need special ed services

Genesee ISD

$144,302 
per-pupil taxable value

  
   

  
   

Charlevoix-Emmet ISD

$600,000
per-pupil taxable value
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Special Education Encroachment

• Average of $500 per special 
education student

• $1,200 per pupil in some
districts

Encroachment

Special education funding General education funding
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Facility finance in Michigan is unfair to both students and taxpayers 
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Why School Facilities Matter

• Student opportunities and achievement
• Preparation for high-tech jobs
• Student health & attendance
• Teacher turnover
• After-school learning, recreation, arts, and community 

engagement
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School Capital Facilities in Michigan

• Funded entirely by local property taxes 
• Michigan is one of 13 states that provides no state aid for 

school facilities
• Inadequate facilities in many districts
• Unequal opportunities for students
• Unequal burdens for taxpayers
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District County Enrollment Taxable value 
per pupil 

Total taxable 
value 

Millage rate 
Needed

Tax on a 
$200,000 
property 

Carrolton Saginaw 2,306 $31,252 $72,100,000 22.27 $2,226 

Imlay Lapeer 2,078 $162,668 $338,000,000 4.75 $474 

Escanaba Delta 2,397 $212,140 $509,000,000 3.16 $315 

Ludington Mason 2,186 $499,551 $1,090,000,000 1.47 $147 

Capital Millage Costs of a New Elementary School in 
Selected Michigan Districts
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Why Did Michigan’s Real K-12 Education Revenue 
Decline So Much?
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School Finance Adequacy Studies

• Designed to inform policy solutions to school funding problems 
like those Michigan now confronts

• Link resources schools receive to outcomes expected by the 
state

• Embody both equity and efficiency
• Studies have been completed in over 30 states
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How Much Does an Adequate Education Cost?

Studies must first define what constitutes an adequate 
education

Cost estimates then follow a two-step procedure:
1. Estimate base cost of education for a typical student 

(statewide)

2. Estimate variations in the basic cost due to local district
and student characteristics
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Michigan’s 2018 Adequacy Study

• Organized by the Michigan School Finance Research 
Collaborative

• Conducted by the two most experienced and nationally 
prominent consulting firms  

• Researchers used both professional judgment and evidence-
based methods

• First study to incorporate charter schools
• Drew on input of 300 Michigan representatives
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Michigan School Finance Research Collaborative: 
Final Recommendations
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Looking Ahead:
How Should We Raise Revenue? 

1999 to 2016
• MI per-capita 

income 13% larger  
• MI median income 

9% smaller

Income inequality 
has increased

High-income 
households should 
take the lead in 
restoring tax 
revenues
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http://education.msu.edu/ed-policy-phd/pdf/Michigan-
School-Finance-at-the-Crossroads-A-Quarter-Center-of-
State-Control.pdf
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Q & A; Further Discussion

• Federal stimulus funding
• Rural schools and communities
• Fiscal aspects of school choice policies
• Pupil accounting
• Others?



Academic Research Shows that Increased Funding 
Improves Student Outcomes

http://education.msu.edu/ed-policy-
phd/pdf/Does-Money-Matter-Policy-
brief.pdfCollege of Education
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