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SCHOOL TAX REFORM IN MICHIGAN

Affluent districts can have the cake and eat it too; they
can provide a high quality education for their children
while paying lower taxes. Poor districts, by contrast,
have no cake at all.

--Serrano vs. Priest

The most dramatic event dealing with school fina'ice during the
decade of the seventies will be the Supreme Court decision Serrano

vs. Priest. This event gives the rhetoric which has previously

surrounded the issue of equal educational opportunity a new sense of
urgency and directiﬁn.

In Michigan the dialogue regarding equal educational opportunity
has been prolific even though action has been sparse. Starting in
1967 the Michigan State Legislature appropriated funds to study the
situation. The report, "School Finance and Educational Opportunity
in Michigan," was released in 1968 and concluded what many people
had already suspected--inequities existed and these inequities
directly stem from the method of financing schools.

In the spring of 1969, Governor William G. Milliken appointed
a Commission on Educational Reform and charged them to outline
specific steps which would be taken to relieve the inequities.

The report of the Governor's Commission on Educational Reform and



the following legislative recommendations are reviewed in the report
"A Chronology of Educational Reform in Michigan."l Later events
were recorded in "An Update of Educational Reform in Michigan."z

This report describes the progress toward achieving the goal
of equal educational opportunity. During the evolutionary process,
there has been a growing consensus as to the source of the problem
and the methods for resolving the problem. Most people now agree
that the financing of schools must be shifted away from the local
property tax to a state system of taxation. To effectuate this
shift, most of the discussion has narrowed to two major proposals.
The first element is a constitutional amendment which would clearly
set the public policy for equality through the voting process.
The amendment makes the shift technically possible by reducing and
limiting the amount of revenues which could be raised by local
property tax and by mandating the state legislature to provide equal
and quality educational opportunity for all children. The second
proposal deals with the distribution of revenues once the constitu-
tional amendment has been passed.

This report is divided into two sections. Each section, which
is a compilation of previously written statements and documents,

describes one of the above mentioned proposals. In addition, the

appendix contains other historical and analytical material.

1. "A Chronology of Educational Reform in Michigan," Office of
Planning Coordination, State of Michigan, January, 1970.

2, "An Update of Educational Reform in Michigan," Office of
Planning Coordination, State of Michigan, October, 1970.
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SECTION I

SHIFTING AWAY FROM THE LOCAL PROPERTY TAX

The following papers are included within this section.

1.

2.

3.

School Finance Reform in Michigan, by Governor William G.
Milliken. It discusses: (1) the need for change; (2)

defining quality education; (3) equalizing tax burden;
(4) local control; and (5) the proposed constitutional
amendment.

"Language of the Constitutional Amendment" Included are:
(1) summary of the purposes; (2) the proposed language;
and (3) the existing language.

"How Does the Constitutional Amendment Affect You?"

This paper describes the inequity of the present school
finance system on both the student and the taxpayer. In
addition, it allows each taxpayer to calculate the impact
the proposals would have on his future taxes.
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SCHOOL FINANCE REFORM IN MICHIGAN

By Governor William G. Milliken

Michigan's public education system is one of the finest in the
nation. But if the quality of education in Michigan is generally
high, it is also strikingly uneven. In the last few years I have
seen a growing willingness to reduce the inequities which now exist
in our schools, but only in the last few months have I seen growing
agreement as to the concurrent changes which are required in our
tax structure in order to achieve our objective. One thing is for
certain, improvements in educational opportunity will not take place
unless there are dramatic changes in our tax structure which would move
the financing of our schools away from the local property tax.

Many people fail to recognize the inter-relationship between
taxation and the distribution of school revenues. It is this
inter-relationship that causes the double inequity within our
present system of school finance--one inequity for the child and
another inequity for the taxpayer.

Data from four school districts within the Detroit metropolitan
area illustrates the school finance dilemma.

1 mill Local State Staff Per

yield Millage Revenue Aid Total 1,000
District ($/Pupil) Rate ($/Pupil) ($/Pupil) ($/Pupil) Students
River Rouge $60 21 $1,260 $ O $1,260 60
Wayne 13 36 468 362 830 48
Detroit 18 21 378 278 656 38
Inkster 8 26 208 463 671 44

Note: 1970-71 Data; state categorical funds and federal funds are not included.

Undoubtedly an inequity exists for students. The difference of
expenditures just within these districts approaches $600 per pupil.
The amount of staff which school districts are able to employ directly
reflects their capacity or lack of capacity to raise reveaues. To
put the staffing ratios in some perspective, it would take 2,000
additional staff members within the Detroit school district to bring
them up to the state average. It would take an additional 6,000
staff members if they were to have the same ratio as the River Rouge
school district. Clearly these inequities are caused by the vast
variation in amounts of money raised through the local property tax.
River Rouge, the richest property tax school district, receives over
$1,000 more per pupil than does Inkster, the poorest property tax
school district. This happens even though Inkster levies a high
millage.

rey
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Although the state attempts to equalige these differences by
providing poorer property tax base districts with more state aid,
these attempts are obviously not fully successful. It is theoretically
possible to provide eqiity comparable to the highest school district
by adjusting Michigan's state-aid formula. More practically, however,
bringing every school district in the state up to the level of
River Rouge, which is not even Michigan's highest, would require
over one billion dollars more in state revenue or an increase of
nearly 100 percent. This approach, I believe, is fiscally prohibitive,
politically impossible, and in terms of educational benefits,
questionable.

Taxpayers also are not being treated fairly. This becomes more
pronounced when we look at the amount of tax which would have to be
'paid in each of the four districts to provide the $1,260 per pupil
expenditure of the richest school district in our example. By way of
11lustration, let's use a home with a market value of $20,000. In
Michigan the constitution provides that the assessed valuation be
at fifty percent of market value, in this case $10,000. Where the
homeowner in the River Rouge school district would pay $210, the
homeowner in the Wayne school district would pay $690, the homeowner
in Detroit would pay $530, and the homeowner in Inkster's school
district would pay $1,000.

We know, based on what is happening in other states, the courts
are ordering a stop to these kinds of disparities. The California
Supreme Court describes the problem quite well when it said:

"Affluent districts can have their cake and eat it too;
they can provide a high quality education for their
children while paying lower taxes. Poor districts, by
contrast, have no cake at all."

In Michigan we are reaching the threshold of change in school
finance because three realities are being accepted by the public,
by the legislature, and by school people. First, substantial in-
equities do exist for the student and the taxpayer. Second, the
solutions for these inequities are to be found in a new system ol
taxation rather than solely spending more money. Third, the courts
are not going to idly sit by and allow the rest of us to procrastinate.

What is exceedingly clear to me now was not apparent when I
took office in 1969. At that time I established a Commission on
Educational Reform and served as its chairman. The proposals which
I have subsequently made to the legislature and people of Michigan
have been based on the recommendations of this body.

The heart of my program calls for the elimination of the
property tax for general school operational purpcses and a shift to
a system of state taxation. But before you review the details, I
ask that you keep the objectives as outlined by the Educational
Reform Commission well in mind. In summary they are:

(S,



--Quality education for every child, no matter where he may
1ive. This means an educational system which will assure
that our children are well cducated, properly prepared for
the world in which they will live and work. It also means
that educational opportunity must be equal for all children,
regardless of race, economic status of parents, or geo-
graphic location in Michigan.

--A rational system of educational finance which will dis-
tribute state and local resources to assure quality
education.

--Equity of tax burden. Justice requires that all persons
contribute their fair share to the cost of education.
Because education is a public responsibility, all parts
of the public must contribute; such contributions should
be based on ability to pay. The tax structure must be
stable and reliable, and it must also grow as population
and needs grow.

--Local control. Long-standing tradition in this state
requires that local communities and school districts retain
control over important matters of educational concern,
such as curriculum and personnel. The difficult problem
of raising educational revenue should be removed from
local districts, so they can concentrate on educational
quality.

QUALITY EDUCATION

Most people agree that action must be taken to end the kinds
of disparities which I previously mentioned. However, correction
of disparity does not necessarily mean that we will ultimately
wind up with an expenditure of exactly the same number of dollars
for every student in Michigan. I don't think that should be our
goal, Our goal must be full and equal educational opportunity.

We must approach our goal with the knowledge that educational
needs, and therefore costs, may vary.

Neither does correction of disparity mean that comparatively
vealthier districts must sacrifice their hard-won excellence to aid
poorer districts. Under my proposal, no school district will get
less money per student than it is now getting; it will not be a
Robin-Hood approach of taking from the rich and giving to the poor.
It will, I believe, mean that poorer districts must receive more
state aid. This will increase educational quality where it ie
most needed and, thus help resolve our persistent social problens
that stem in part from our failure to provide quality education.

Historically, the distribution of educational resources has
been based on dollars per pupil. Many people, therefore, have been
led to believe that dollars per pupil is the standard of educational
quality. What I think is a better measure of the quality and

-,
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equality of educational opportunity is the professional staff resources
available. With this in mind, the key to educational reform becomes
the quality and quantity of the educational resources we provide

rather than how much money we spend.

Ouality education to me means that & child has the human and
material resources which will help him obtain the necessary academic,
social, and vocational skills preparing him to live, function, and
work in society and allow him to obtain higher intellectual and
aesthetic goals. Under my revenue sharing proposal, each school
district will be guaranteed the revenue to hire an equal number of
qualified professionals for each 1,000 students in their district.
The provision of equal teaching resources for each child, I believe,
will more satisfactorily meet the constitutional mandate for equity.
and the public policy demand for quality than will « dollars per
pupil definition.

Although there are some who claim the pupil-teacher ratios or
class size have no bearing on educational outcomes, I cannot con-
versely assume that those wealthy school districts who are in a
position to hire more staff are merely wasting taxpayers' money by
doing so. Most people, I believe, will accept the amount of time
a child spends with a qualified teacher as an acceptahle measure
of educational quality.

EDUCATIONAL FINANCE

State revenues should be shared with school districts in such
a way as to provide:

1. Improved educational programs.

2. Excellence in education by leveling~up, not averaging
down.

3. Local control by boards of education through their
continued hiring and directing of staff and determining
curriculum.

4. Local initiative for program enrichment.

5. Programs to meet the special needs of students--such
as vocational education, special education, compensatory

education.

6. The opportunity for local districts to operate pre-
kindergarten programs, and

7. All the foregoing at a cost which would not be considered
excessive by taxpayers.

Based on these criteria, my staff has developed a system for
distributing state resources.

10



EOUITY OF TAX BURDEN

There is general recognition that specially levied millage for
school operating costs (now averaging 25.7 mills statewide) is much
too high and that it places a aisproportionate hurdem upon the property
tax. As you are well aware, this presents serious problems.

~--The varying property wealth of different districts, regardless
of the level of property tax levied, produces varying levels
of educational support. Thus some districts with relatively
low tax rates raise substantial sums of money, while other
districts with very high tax rates raise lesser amounts.

--Frequently, because of taxpayer resistance, school operating
millages fail in elections, thereby denying needed support
to local educational systems.

--The property tax, while very stable, does not grow as quickly
as the economy or educational needs. Therefore, there is
a natural strong pressure to finance an increased portion
of educational costs out of general revenue.

~--The property tax falls particularly heavily on senior citizens,
small farmers, and low income persons who own or are buying
homes. Such persons simply are not able to continue to
carry a high tax burden.

My plan to change the system of financing public education
involves taking the burden off the local property tax for regular
school operating costs. That means providing $618 million in
individual property tax relief and $500 million in business tax
relief. Obviously, that money will have to be replaced. I am
proposing that the individual property tax relief be offset by
a 2.3% increase in the income tax. The total business property
tax relief will be offset by a value-added tax on business.

The property tax, while stable, does not grow as quickly
as the economy or educational needs. As all taxpayers are aware,
the slow growth of the tax requires school districts to request
increased tax rates - almost yearly. The replacement of the
property tax for school operating purposes with an increase in the
personal income tax will allow tax revenues to grow along with the
economy. This should eliminate the need for regular increases
in tax rates.

In fiscal year 1980, the proposed increase on the personal
income tax will generate revenues of $700 million, or 23 percent
more than what the property tax would yield. This assumes no increase
in the property tax or income tax rates.

The frequently expressed concern about the instability of the
income tax is not entirely justified. While the yleld of the cor-
porate income tax is somewhat unstable, the personal income tax does

11
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not fluctuate radically. As you recall, I have proposed an increase
in the personal income tax only. The stability of business tax would
not be significantly changed by a value added tax on business.

My tax relief package guaranteeing property tax reduction for
homeowners also includes special measures to relieve the property
tax burden of renters. Renter's tax relief will be provided as a
credit against the state income tax.

LOCAL CONTROL

1 am often asked, "If you take away the local property tax,
what will be left for the school boards to do?" The answer is that
school boards will continue to do the same things they do now, with
one exception--they won't have to fight millage battles for school
district survival, and they will know more clearly how much money
they will have available from year to year.

As you know, school boards adopt their own budgets; determine
school district policy; determine courses of study and select text-
books; hire and direct teachers and other staff; assign and promote
students; set salary levels and individual salaries; and request
voter approval for new construction. These things they do now, and
these things they will continue to do. In addition, they will have
to get voter approval for enrichment programs.

As it 18 now in much of Michigan, effective local control of
education is jeopardized by a shaky financial foundation. When a
local district is impoverished, or has exhausted most of its
financing capabilities, its local control is extremely limited in
practice no matter what it might be in theory.

Going back to the illustration of the four metropolitan school
districts, does a district paying five mills higher tax but spending
nearly $600 less than another district have local control? Does that
school district have local control when their taxpayers would have to
pay 100 mills of property tax for what the other taxpayers get for
paying 21 mills? 1In the words of the California Supreme Court, this
myth of local control is a "cruel illusion for the poor school
districts."”

CONSTITUTIONAL AMENDMENT

Because the present constitution places the financing of schools
on the local property tax, a meaningful change cannot take place merely
by statute. More importantly, such a major shift in education and taxa-
tion policy could not take place unless there is the public acceptance
of the change. By amending the constitution, which requires a majority
vote of the people, a mandate will be evident.

12
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Right now the immediate problem is to get the question before
the people. To be placed on the hallot, the legislature must by
two-thirds vote agree to the language. Up to now such action has been
bogged~down in political partisanship. As a consequence, we are
now in the process of collecting over 300,000 signatures to have the
question placed directly on November's ballot.

Briefly described, the provisions of the proposed amendment are
thesge:

~-It will reduce the present constitutional property tax limit
from 50 mills to 26 mills, then freeze the lower limit,
constitutionally, so that the property tax can't creep up
again. I am determined that there will be substantial
property tax relief and that this relief will be guaranteed.

--It will assure constitutional limits on the taxing power of
local units of government. This will clarify the confusion
over bonding which resulted from the recent Michigan Supreme
Court decision.

--It will provide up to six mills, by vote of the people, for
enrichment of local education programs, and that millage will
be equalized by law so each mill will yield the same amount
in every district.

--It will guarantee 4-1/2 mills to be divided, by law, among voca-
tional, compensatory and special education, and intermediate
school districts.

--It mandates the legislature to "establish a program of general
state taxation and a method of distributing funds for the
support of elementary and secondary public school districts to

assure equal and quality educational opportunity for all
students."

* % % % %

Seven of Michigan's top ten news stories of last year, selected
by Associated Press, dealt with education. Five of these stories
directly related to the method of school finance. This is just one
indication of the growing uncertainty as to the future of financing
our schools. Even with the growing uncertainty there is still a
natural resistance to change. But irresistible winds of change are
blowing across the land. The courts in California, Minnesota,

New Jersey, and Texas are telling us that the present system of
financing public education is inequitable--that it will not with-
stand the tests of constitutionality. This is exactly what I have
been saying for the past two years. In October, the Attorney
Ceneral and I asked the state courts to rule on the use of the
property tax to finance local school districts. I am confident

that the courts will come to the same conclusions as I have--

using the local property tax for financing schools creates inequities
for students and taxpayers.

—— et -
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However, I am not satisfied with 'passing the buck' on to
the courts. Because education is a fundamental interest in our
society, it is incumbent upon members of society to actively and
thoughtfully pursue its improvement, I am confident that the
people of Michigan will respond to this challenge in such a way
as to provide all children--not just some=--with quality education.

March, 1972

Aruitoxt provided by Eic:
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INITIATIVE PETITION AMENDMENT TO THE CONSTITUTION
A petition to amend Article IX, Section 6 of the Constitution of the State of Michigan (1) procf%s!;n?a specific and general limita-

tions to be fixed by law pursuant to this section on the maximum amount of taxes impose ) ,
ble personal property for operating purposes; (2) proposing the approval by the electors of a tax-levying unit of the im-

tangi

x-levying units on real and

position of additional amounts of taxes within limitations for operating purposes and the approval by electors of 6 miils for
educational enrichment; (3) defining the limitations regardini

units; (4) proposing that the legislature establish a program o

the sueport of public schooi districts; (5) proposing that the le

funds

or intermediate school districts, vocational education, spgcial education, and compensatory education purposes.

tax support for authorized indebtedness of all tax-levying
?eneral state taxation and a method of distributing funds for
slature establish a method of distributing supplementary

(The full text of the proposed amendment appears on the reverse side of this petition.)

This proposal, to be voted on at the General Election on November 7, 1972, if adopted, would alter the provisions of the
existing Article IX, Section 6, the full text of which appears on the reverse side of this Petition.

PROPOSED CONSTITUTIONAL AMENDMENT

ARTICLE IX, SECTION 6

Sec. 6. Except as otherwise provided in this constitution,
from and after Januag' 1, 1973, the total amount of general ad
valorem taxes imposed upon real and tangible personal property
for ail purposes in any one year shall not exceed 26 mills on
eachrdocl’lar of the assessed valuation of property as finally
equalized,

Except as otherwise provided in this Constitution, from and
after January 1, 1973, and within the 26 miil limitation, (1) the
ievy of general ad valorem taxes for general elementary and
secondary public school operation purposes, as defined by law,
shall be prohibited, except that under procedures provided by
law any school district may impose in any one year not to ex-
ceed 6 mills for elementary and secondary public school dis-
trict prqgram enrichment purposes, as defined and equalized
by law, if approved by a vote of a majority of the qualified elec-
tors of the school district voting thereon; (2) the total amount
of general ad valorem taxes imposed in any one year for all
purposes by any taxing unit for intermediate school district,
vocational education, special education and compensatory edu-
cation purposes, as defined by law, shall not exceed 42 mills,
as defined and equalized by law; (3) the total amount of general
and ad valorern taxes imposed in any one year for all purposes
by any county shall not exceed 8 mills and by any township shall
not exceed 1% mills, as shall be provided by aw; (4) any county
or any town_shlr therein, under procedures provided by law
which shall include provisions for the allocation thereof, may

impose in any one year not to exceed 6 mills, in the aggregate, if
approved by a majority vote of the qualified electors of such
county or township voting thereon, i

The foregoing limitation shall not apply to taxes imposed
for the payment of principal and interest on bonds or other evi-
dences of indebtedness or for the payment of assessments or
contract obligations in anticipation of which bonds are issued,
which taxes may be imposed without limitation as to rate or
amount, but only at rates and in amounts sufficient to make
such payments; or to taxes imposed for any other purpose by
any city, village, community college district, charter county,
charter township, charter aut_horit{; or other authority, the tax
limitations of which are provided by charter or by general law;
provided, however, no bonds or other evidences o mdebﬁedness
to pay operating expenses shall hereafter be issued which are
payable from general ad valorem taxes imposed without limita-
tion as to rate or amount except as provided by law.

The legisiature shall establish a program of general state
taxation and a method of distributing funds for the support of
elementary and secondary public school districts to assure
equal and quality educational opportunity for all students.

The legislature shall establish a method of distributing sup-
plementary funds for intermediate school districts, vocational
education, special education, and compensatory education pur-
poses which shall take reasonable account of local or regional
variations of the needed level of services and the cost thereof.

Provision of existing constitution altered or abrogated by
such proposal if adopted

Article IX, Section 6

Sec. 6. Except as otherwise provided in this constitution,
the total amount of general ad valorem taxes imposed upon real
and tangible personal property for all purposes in any one year
shall not exceed 15 milis on each doliar of the assessed valua-
tion of property as finally equaiized. Under procedures provided
by law, which shall guarantee the right of initiative, separate
tax limitations for any county and for the townships and for
school districts therein, the ag%regate of which shall not exceed
18 mills on each dollar of such valuation, may be adopted and
thereafter aitered by the vote of a majority of the qualified elec-
tors of such county votm% thereon, in lieu of the limitation
hereinbefore established. These limitations may be increased to
an aggregate of not to exceed 50 mills on each dollar of valua-
tion, for a period of not to exceed 20 years at any one time, if
approved by a majority of the electors, qualified under Section

6 of Article Il of this constitution, voting on the question.

The foregoing limitations shall not apply to taxes imposed
for the payment of principal and interest on bonds or other evi-
dences of indebtedness or for the payment of assessments or
contract obligations in anticipation of which bonds are issued,
which taxes may be imposed without limitation as to rate or
amnunt; or to taxes imposed for any other purpose by any city,
village, charter county, charter township, charter authority or
other authority, the tax limitations of which are provided by
charter or by general law.

In any school district which extends into two or more
counties, property taxes at the highest rate available in the
county which contains the greatest part of the area of the dis-
trict may be imposed and coilected for school purposes through-
out the district.

15
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HOW DOES THE CONSTITUTIONAL AMENDMENT AFFECT YOU?

The following comparison of two people serves to illustrate what happens. Bill and Joe

work at the same job, in the same plant, but live in different school districts. Out of
his salary Bill pays $360 in property taxes on his $20,000 house to support his schools,
and Joe pays caly $210 on his house of the same market value.

Bill was shockec when he found out that he was paying more money in local school taxes
than Joe while his children had less money spent on their education and were in larger
classes than Joe's children. Here is how this inequity to children and taxpayers
happens. Joe lives in a school district where there is a large industry which pays a
large share of the school tax. When one mill is levied against the tax base in Joe's
district, $60 per pupil is raised. Bill lives in a school district where only $13 per
pupil is raised by levying one mill--4 times less. Let's compare the two school dis-
tricts on a per pupil basis.

School Total Pupil
Property Operating Property State School Teacher
Tax Base Millage Tax Aid Dollars Ratio
Joe's School $59,845 20.9 $1,251 $ O $1,251 16.7
Bill's School 13,064 35.9 469 362 831 20.8

As you can see, Bill's district phas less tax base, pays higher rates, while his children
have less money for education and sit in larger classes, even though state aid is given
to reduce the inequity.

Under the present system, Bill would have to pay $680 dollars (68 mills) to provide for
his children what Joe's children get for paying $210 (21 mills).

The proposed constitutional amendment solves this problem by prohibiting the use of the
local property tax for general school operating purposes., In its place would be a 2.3%
personal income tax which is based more on an individual's ability to pay. What would
Bill and Joe pay under the new system?

PRESENT SYSTEM NEW SYSTEM
Personal Property Income Tax Increase
Income __Tax (Family of 4) Savings
Joe's tax $10,000 $210 $120 $ 90
Bill's tax 10,000 360 120 240

Under the new system, Bill and Joe would be paying the same amount. Bill would have a
savings of $240 and Joe a savings of $90.

Although Joe and Bill are fictitious characters, the school districts described are the
Wayne-Westland Community Schools and the River Rouge Community Schools.

To help you better understand the impact of the constitutional amendment in terms of your
pocketbook, use the information provided on the back of this sheet.
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TAX IMPACT OF CONSTITUTIONAL AMENDMENT*

IMPACT ON YOU

Select the dollar value from each table that applies to your situation.

Increased Income Tax Payment (Table I) $

Property Tax Savings (Table II) or
Renters' Tax Refund (Table III) -

Net Decrease (~) or Increase (+)
in your taxes for school operations $

* Assumes complete removal of local school operating property taxes and
a 2.3 percent increase in the state personal income tax rate.

TABLE I

INCREASE IN INCOME TAX PAYMENTS
Number in Family

Pergonal Income 1 2 3 4 5 6
$ 4,000 $ 64 $ 37 $ 0 $ 0 $ 0 $ 0
6,000 110 83 52 28 0 0
8,000 156 129 101 74 46 18
10,000 202 175 147 120 92 64
12,000 248 221 193 166 138 110
15,000 317 290 262 235 207 179
18,000 386 359 331 304 276 248
21,000 455 428 400 373 345 317
24,000 524 497 469 441 414 386
TABLE II

HOMEOWNERS' SCHOOL PROPERTY TAX SAVINGS

Market Value Number of Mills Levied for School Operations
of Property 15 18 21 24 27 30 33 36
$10,000 $ 75 $ 90 $105 $120 $135 $150 $165 $180
14,000 105 126 147 168 189 210 231 252
18,000 135 162 189 216 243 270 297 324
22,000 165 198 231 264 297 330 363 396
26,000 195 234 273 312 351 390 429 468
30,000 225 270 315 360 405 450 495 540
34,000 255 306 357 408 459 510 561 612
38,000 285 342 399 456 513 570 627 684
TABLE II1I
RENTERS' TAX REFUND**
Monthly Rent $60.00 $75.00 $80.00 $95.00 $100 $110 $120 $125
or more
Renters' Tax
Refund $43.20 $54.00 $57.60 $68.40 $72.00 $79.20 $86.40 $90.00

** Refund - Michigan Personal Income Tax
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SECTION II

DISTRIBUTION OF SCHOOL STATE AID

The following papers are included within this section.

1, A Proposal for State Aid Distribution, by James L. Phelps
and Thomas C. Jones. It discusses: (1) altemative models;

(2) the Michigan model; (3) elements of the program; (4)
developing the program; and (5) impact of the program.

2. "Impact of the Revenue Sharing Program on local School
Districts" Given are: (1) present data concerning schools;
(2) the impact the program would have on staff adequacy
ratios (number of professionals per 1,000 students); and
(3) the impact the program would have on a dollar-per-pupil
expenditures. (Only districts with 1,000 students or more
are included.)

3. "Proposed State Aid Bill" This draft bill presents the
changes needed in the school code to implement the proposals.
The bill is annotated. Also, the current statutes are
included in the appendix for comparison.
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A PROPOSAL FOR STATE AID DISTRIBUTION

By James L. Phelps and Thomas C. Jones

Governor Milliken, during the early discussions of education re-
form, compared his frustration with Michigan's system of school finance
with that of a fireman trying to £1i11 a group of pans spread out over
a football field with a fire hose. No matter how hard he tried, or how
much water he used, he was unable to £111 the pans with equal amounts.
As a result, some pans were filled to overflowing while others were
almost empty. In much the same way, our system finds some school dis-
tricts spending in excess of $1,500 per pupil while others are spend-
ing less than $500. Increasingly, more people are urging a change from
the fire hose system to a system which will get the job done more equit-
ably.

Our involvement has taught us one inescapable lesson--merely spend-
ing more money within the same system is not the answer to the crisis in
school finance. During the past five years, Michigan expenditures for
elementary and secondary education have doubled, an increase of a
billion dollars, and the disparities continue to grow. Even though
schools' operating expenditures increased by thirteen percent over last
year, over half of Michigan's school districts were forced to cut back
on their programs by releasing staff members and increasing their class
loads.

ALTERNATIVES

During the months of discussion which led up to these proposals,
many alternatives were reviewed. The alternatives which satisfy the
public and court demands for equity seem to fall into two basic cate-
gories: (1) an equal tax base model and (2) a full state funding model.

Equal Tax Base

The equal tax base model can be implemented by redrawing school
district boundaries so that the property tax base within each district
is about the same. This is analogous to the process used to satisfy
the court mandate for '"one man, one vote." lowever, a more realistic
way of implementing this model is by a formula method which is being
labeled "power equalizing." This model is thoroughly discussed in the
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book, Private Wealth and Public qucation.1 The authors, Coons, Clune,
and Sugarman, are probably better known for their involvement as attor-

neys in the California Supreme Court case, Serrano vs. Priest, regard-
ing school finance. This model is merely an extension of what most
state aid formulag attempt to do now--provide districts with low pro-
perty tax bases additional state monies so that the total dollars
available for each mill levied will be the same for all school dis-
tricts. Under power equalizing, for example, if the poorest school
district collects $5 per pupil for each mill it levied, the state would
contribute an additional $25 to bring the total to $30 per pupil. If
the wealthiest school district would collect $30 fium its local tax
base, it would not be entitled to any state aid. As required by
Serrano, this system would remove the influence of the local district's
wealth on the quality of the education program.

As a result, however, the revenue available to a local school dis-
trict would depend on the willingness of taxpayers in the district to
support their schools. Some observers believe that this approach would
not produce equity of educational opportunity because the willingness
to vote millage would become a function of the personal income wealth
of the child's parents and neighbors. This model, they say, would only
change the method of arriving at the inequity and not change the in-

equity itself.

Full State Funding

A second alternative to the present system is the full state fund-
ing model. In this approach, the revenue necessary to operate schools
would be collected through a system of statewide taxes and distributed
to local districts. The bhasic assumption of full state funding is that
the quality of a child's education should not depend even on the will-
ingness of his local community to tax itself to support education.
While recognizing the necessity for decentralized decision-making fer
public schools, those who support the full state funding approach be~
lieve it is the responsibility of the state as a whole to provide the
revenue to local districts which enables them to purchase the services
and materials necessary to guarantee quality education to all children.

To make this model practical, however, a major dilemma must be
overcome. If every district is raised to the level of the highest ex-
penditure district, the total cost of the system would almost double,
making the program unacceptable to taxpayers. If, on the other hand,
the total cost remained the same and was reallocated, half of the dis-
tricts would improve their program while the rest would be forced to
cut back. This approach would be unacceptable to the more fortunate
school districts.

l. Coons, John E.; William H. Clune, III; and Stephen D. Sugarman:
Private Wealth and Public Education. Cambridge, Massachusetts:
Bellknapp Press of Harvard University, 1970.
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Michigan Model

The Michigan program is a hyhrid of the equal tax base model and
the full state funding model. It is structured to provide a balance
between the public policy desire to guarantee a quality education for
all children in the state and the desire of local communities to go
beyond the program provided by the state. The Governor's program would
guarantee a high quality foundation program for all students through a
system of statewide taxation. To permit local taxpayers to go beyond
the statewide standard, the program also includes a power equalizing
feature. With the approval of local voters, a local district could
levy up to six mills which in combination with the state's share would
produce the same number of dollars per pupil in each district.

ELEMENTS OF THE REVENUE SHARING PROGRAM

To meet the varying needs of local school districts, the revenue
sharing program is divided into three basic components, each constructed
to meet a different set of requirements. In summary, these components
are:

The Foundation Program -- provides the revenue necessary for staff ser-
vices and other operational costs. The foundation program is the key
component in Governor Milliken's revenue sharing program. It provides
the guarantee that every child will receive a quality education regard-
less of the willingness of local voters to vote school millages. It

is within this foundation program that Michigan will make its greater
departure from the classic ap~roach to state aid distribution. The
foundation program funds are tailored to reflect the difference in cost
required for districts to provide comparable educational programs in
different parts of the state and in individual districts.

The Categorical Grants Program -- allocates funds to local districts
based on the unique needs of the student population. Funds would be
allocated to reflect the added cost of vocational education, special
education and compensatory education programs. Transportation costs
would also be funded through the categorical grant program. These pro-
grams would be funded based on the number of students requiring these
special services. Fssentially these categorical grants would be re-
finements of existing programs. Because of space limitations, we will
not a“*tempt to discuss these programs. *

The Enrichment Program -- grants local districts the taxing authority
to go beyond the foundation program if approved by the district voters.
This feature, comparable to the "power equalizing model" explained pre-
viously, is limited to six mills. Each mill would yield $30 per stu-
dent in every district or a total of $180 per student for the entire
six mills.

* Therefore, these programs are not covered in detail. If more
information is required, this year's proposed state aid bill is
included in the Appendix of this document (see chapters 4, 5, 6,
7, and 8),
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DEVELOPING THE FOUMDATION PROGRAM

In developing the foundation program within the Covernor's guide-
lines., it was necessary to deal with issues in three major areas. The
first area concerned the definition of quality education. What is
quality education? How can it be measured? What measure should be
equalized? Will it improve student performance?

The second area concerned salaries. What are the current salary
practices? What influence has collective bargaining had? What in-
fluence will collective bargaining have in the future? What realities
have to be faced when allocating funds for salaries?

The third area involved assessing the impact of the program. How
would it affect the schools? llow many programs would be improved?
What would it cost? Would some school districts be forced to cut back?

We will try to highlight some of the dilemmas we fi.ed and the
conclusions we reached.

What is Quality Education?

With all that has been written and said about quality education,
equality of educational opportunities, and the state's responsibility
to "maintain and support a system of public elementary and secondary
education,”? there have been no attempts in Michigan to provide an
operational definition of the state's educational responsibility. If
we are to make significant progress toward improving the quality and
equality of educational opportunity, we must first describe an ac-
ceptable standard of quality education.

Our problem would have been less difficult if there were more
conclusive research evidence concerning the impact of schools on stu-
dent performance. The many studies showing the small relationship
between expenditures, pupil-teacher ratios, and staff characteristics
on one hand, and student achievement on the other, make any selection
somewhat suspect. Even recognizing some shortcomings and limitations,
we felt that the staff adequacy ratio--the number of professional
staff per 1,000 students--was the best for several reasons.

--It is perceived as being related to the educaticnal processes
by the public and legislature.

--Among Michigan's educational community, there has been growing
support for a shift to a classroom unit distribution system.

--Staff adequacy ratio allowed for a number of funding adjustments
which would result in greater equity at a lower total cost.

2. Michigan Constitution, Article 8, Section 6
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-=It would be a better variable than dollars per pupil to serve
as a benchmark by which to assess our standing over a period
of time. '

--It would allow a separation of decisions among major elements.
It seems desirable to have the decisions regarding wages and
fringe benefits independent of the decisions regarding program
emphasis and improvement.

-~-Student-staff ratio could be operationalized in a state aid
formula. Unlike some other measures of educational quality,
the staff adequacy ratio is manageable -— something that can
be allocated or purchased. Also, data regarding staffing
practices was readily available from the State Department of
Education.

Paying for Professional Staff

Since the largest portion of the educational dollar goes to pro-
fessional salaries, we took a great deal of time in reviewing salary
practices within the state. We found out, for example, it takes
approximately $13,000 to hire a teacher in the Detroit area and only
about $9,000 to hire a teacher with a comparable degree and teaching
experience in some other areas of the state. Without saying if this
was right or wrong, we had to recognize this reality and plan accord-
ingly.

Obviously, collective bargaining has had a marked influence on
salary patterns throughout the state. The collective bargaining move-
ment among Michigan teachers, which is one of the most developed and
sophisticated in the nation, has ewvolved towards regional salary
structures for teachers.

In the broadest outline, teacher salaries in Michigan can be
grouped in three categories. The Detroit metropolitan area is the
highest salary area of the state. The metropolitan areas of Michigan's
mid-size cities make up the middle tier of salaries. The rural areas
of Michigan make up the next range of salaries. As would be expected,
there is a distinct and significant clustering of salaries in these
broad areas.

Salaries show even more similarity when smaller geographic regions
are analyzed. Within intermediate school districts, which are gener-
ally counties, salaries have converged significantly over the last
three years. On the other hand, salaries between these regions are
growing more divergent, with the rural regions falling further behind
urban areas. The extent of regionalization of salary level reflects
the diversity of the school districts within the region. Regions that
were in large measure either rural or urban showed the greatest clustering
of salary levels. As might be expected, those regions with an urban-rural
split reflected the g.eatest divergence.
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The trend toward regionalization is the most pronounced in the
metropolitan area of Detroit where the Detroit Federation of Teachers'
contract specifically defines the salary schedule in terms of pre-
vailing settlements in the area. Recently, the Michigan Education
Association has also gone on record favoring regional salary schedules
for teachers. Lven with the wide range of financial ability of local
5 districts to pay. collective bargaining has moved and will continue
to move toward regional salaries.

Another result of collective bargaining has been to solidify ex-
perience-training type salary schedules in Michigan. While theorists
continue to advocate differential staffing or merit pay, the practice
of compensating teachers based on their teaching experience and academic
training is used in virtually all school districts. Within Michigan,
the experience-training characteristics vary quite dramatically between
districts in the state. And as one would expect, the cost of maintain-
ing a comparable program varies significantly as a result of the exper-
ijence~-training characteristics of the district's staff. According to
our data, a district with low staff experience and training would re-
quire only $10,000 per teacher while a district with average experi-
ence and training would require $11,400 and a district with high ex-
perience and training would require $13,000.

By adjusting salaries regionally and staff characteristics locally,

we could achieve our definition of equity for about $200 million less
than what it would cost if these variations had not been introduced.

Impact of the Program

After analyzing salary and other types of expenditure practices, we
developed a computerized simulation model based on the following pre-~
mises.

1. Recognizing regional differences in prevailing salary levels, all
districts within a region should receive funds sufficient to pay
the highest salary level within that region. This would estab-
1lish salary equity within a repion by formally recognizing the
existing trend toward regional levels. While all districts within
a region would receive comparahle resources for professional
salaries, a district would not be required to pay according to
any particular salary scale. The salaries and fringe benefits of
the individual district would still be determined through the pro-
cess of collective bargaining. Thus, a local district would set-
tle its contract within the constraints of the total resources
available for professional services and the required minimum num-
ber of professional staff people that must be employed.

2. To reflect the variations in cost among individual districts that

result from experience-training characteristics, the dollar re-
sources provided to each local district should be adjusted to
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reflect the experience~training characteristics of a local dis-
trict's professional staff. The professional salary dollar would
vary yearly based on the cost difference of maintaining the pro-
fessional staff actually employed. Since the factor will be
adjusted yearly to reflect the staff employed, every district
would have the same opportunity to make staff selection based

on anticipated performance not as a result of cost constraints.

3. Local districts should receive funds to cover the cost of fringe
benefits, extra duty stipends, and substitute teachers.

4. As part of the yearly anpropriations process, local district
grants would be adjusted for cost of living and other private and
public wage increases.

5. To provide funds for non-certified personnel, a local district
should receive a grant based on a percentage of the allocation
for professional services. Since the salary levels of clerical,
custodial, and maintenance staff vary regionally as do professional
salaries, the funds for non-professional services should vary in
direct proportion to the professional service allocation. The
data in Michigan indicated an allocation of twenty percent of the
cost of professional services adequately covers these costs.

6. An allowance for non-salary costs should also be provided as part
of the foundation program. The allocation for non-salary costs —-
textbooks, heat, light, etc. =~ which do not vary in cost region-
ally as do salaries, should be made on a dollar per pupil basis.
Based on current standards, an allocation of $100 per pupil would
provide funds sufficient to meet the non-salary costs of local
districts.

These premises were translated into twelve variables within the
simulation model, the most critical variable being the ratio of staff
per 1,000 students. By plugging different values into the model, we
could determine the impact a given change would have on each school
district. The impact was assessed in terms of staffing and funding.

In addition, we could determine the total cost of the model. Based on
the results, we adjusted the parameters trying to optimize the following
criteria:

--largest possible number of students whose program would be
improved.

~-smallest possible number of students who would fall outside
the limits of the program and thus would require "grandfathering."

-~the smallest increase of cost.

After analyzing the various combinaticns, the ratio was established
at 47 professional staff members per 1,000 students. This is an increase
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from the statewide average of 46 per 1,000, By establishing this level,
sixty percent of the students in Michigan would experience an improve-
ment in their program. This group plus another thirty-nine percent of
the students could have their programs improved through the enrichment
millage option. In total, ninety-nine percent of the students stand

to benefit. On the other hand, only one percent of the state's stu-
dents were left in the category of requiring "grandfathering."” These
students reside in school districts with such high expenditures that
the only practical alternative was to continue their support. To put
it another way, any school district in the state could reach the ninety-
ninth percentile, in terms of the staff adequacy ratio, if it would
levy the six mill maximum.

You can see from the tahble below the impact the program would have
on some selected districts.

STAFF RATIO $ PER PUPIL Staff Experience
District Now Foundation Enriched Now Foundation Enriched and Training
River Rouge 60 47 66 1,251 921 1,251 1.14
Wayne 48 47 57 830 860 1,040 1.04
Detroit 38 47 57 656 890 1,070 1.09
Inkster 44 47 57 671 890 1,070 1.09
Tawas 40 47 59 519 738 918 1.01

-~Detroit, Inkster, and Tawas schools would automatically improve. To
maintain its program, Wayne would have to levy some of the enrichment
millage. River Rouge would have to levy all of the enrichment millage.

~-River Rouge would continue to be above the other districts in ratios
and expenditures because of the ‘''grandfather" provision.

--Since Wayne, Detroit, and Inkster are all in the same region, the
difference in expenditures is due to the variation in staff experi-
ence~training characteristics.

--The difference of expenditures between Tawas and the other districts
is due to (a) the difference in regional salaries, Tawas being in a
low salary region, and (b) the low staff experience-training charac-
teristics of Tawas.

--Tawas would be able to hire more staff under the enrichment option
than the other districts because of the lower salaries paid in its
region.

-~Categorical grants for special education, vocational education, and
compensatory education would be in addition to the figures presented.
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In the first year of operation, we anticipate the cost to be
ahout 3210 million more than the cost during the previous year. This
increase seems reasonable inasmuch as the normal yearly increase is
estimated at $170 million. The benefit derived from spending another
$40 million ~- about $20 per student —-- seems well worth the invest-
ment. lo other program that we have reviewed offers this potential
at this cost. Thus, we are confident when we say our program is
> feasible while it levels up, not averages down.

Critics have said, in response to Serrano, that equity is im-
possible without resulting in either mediocrity or exorbitant spend-
ing. We believe our program proves the critics wrong.

% k % % %

What will happen if our "fire hose'' system of school finance is
replaced? With this new system, legislators and voters will be look-
ing more closely at the educational system. The shift toward greater
equity will cause the public to ask some hard questions. With these
additional resources, what school problems are solved? Do children
learn more? Are childrens' skills improved? Are children better
prepared for the world of work? In essence, will "leveling up" make
a difference to students?

Under Governor Milliken's program, the movement toward account-
ability will get a new impetus. With the state assuming the prime
responsibility for providing school resources, it will be easiler for
the public to determine who should get the credit or who should get
the blame for student performance. If the resources provided are in-
sufficient, then the public will be asking hard questions of the
Governor and the legislature. If the resources are provided with little
or no improvement in student performance, then the public will be look~
ing to school boards, administrators, and teachers for answers.

March, 1972
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IMPACT OF THE REVENUE SHARING PROGRAM
ON LOCAL SCHOOL DISTRICTS

.The impact of the proposed revenue sharing program on local school dis~
tricts is described in the attached material. Unlike past formulas which
provided a given number of dollars per pupil, this proposal would provide
a foundation program of 47 professionals per 1,000 students or a ratio of
one professional per 21 students. This program level would be an improve-
ment for sixty percent of the students in the state. The figures, based
on 1970-71 data, make possible a meaningful comparison between the present
and proposed method of school finance. While the basic ratio--47 professionals
per 1,000 students--would remain the same over time, the dollar amount would
have to be adjusted as cost-of-living data becomes available.

The chart compares the actual human and financial resources actually
available to local school districts in 1970-71 with the proposed revenue
sharing program as it would have worked in 1971-72. When data becomes
available, a similar comparison can be made for 1972-73 and 1973-74.

The column labeled "1970-71" describes the system then in effect. The
column labeled "foundation" shows the resources which would have been avail-
able under the proposed system to a district that did not choose to vote
the enrichment millage permitted under the proposal. The column labeled
“enriched" indicates the resources which would have been available to a

district if the entire six-mill enrichment was voted.

TERMS USED IN THE CHART

Experience~Training (1970-71) - This is a measure of the professional
staff's experience and training within the local district. A larger
number indicates a more academically trained and more experienced staff.

Staff/Pupil Ratio - The number indicated is the number of certified pro-
fessionals employed per 1,000 students. The "1970-71" column indicates
the number of professionals actually employed. The "foundation" and
"enrichment" columns refer to the number of professionals that would be
employed under the options of the revenue sharing proposal.

Dollars/Pupil ~ This refers to the actual dollar resources that were avail-
able and would have been available to districts under the present and
proposed system. In all cases, the figures exclude federal and state
categorical grants.

Required Millage ~ The "1970-71" column indicates the property tax millage
rate for the district. The "foundation" and "enriched" colummns contrast
the millage rate that would have been necessary under the existing
funding system to reach the level assured under the revenue sharing

program.
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PROPOSED STATE AID BILL

A b11l to make appropriations providing state aid for public schools; and

to repeal certain acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1 ~ Purpose
This act shall be known and may be cited as the "equal quality state aid

for public schools act.” The purpose of this act shall be to provide
equal educational opportunity for all students enrolled in elementary or
gsecondary public schools. Equal educational opportunity shall mean equal
educational programs per pupil. This act shall provide for expenditures
for elementarv and secondary public education, including expenditures for
administration, instruction, attendance and health services, textbooks,
clerical costs, educational equipment and aids, research and development
costs, pupil transportation services, operation and maintenance of plant,
professional and non-professional salary costs, in-service professional

training costs, other non-salary costs, and other costs as may arise.
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Section 3 -~ Definitions

1.

2.

3.

4.

5.

6.

7.

10.

"Professional staff member" means a certified member of the education
profession or other professional certified staff member as determined
by the department.

"Substitute teacher" means a person who serves in lieu of a professional
staff member.

"Non-professional staff member" means a non-certified employee of 2
local school district.

"Local school district" means a primary school district, a school dis~
trict of the fourth class, third class, second class, or first class,
or a special act school district.

"Intermediate school district" means the unit of school government
created and established under that chapter of the school code dealing
with intermediate school districts or the successor units.
"Intermediate superintendent" means the superintendent of an inter-
mediate school district.

"Constituent school district" means a local school district whose
territory is entirely within and is an integral part of an intermediate
school district.

"Region" means all the local school districts within an intermediate
school district.

"Department' means the state department of education.

"Rules of the departmeni" means rules of the department of education
promulgated in accordance with and subject to Act No. 306 of the Public
Acts of 1969, as amended, being sections 24.261 o 24.315 of the

Compiled Laws of 1948.



11.

12,

13.

14.

15.

16.

17.

18.

19.

a

"Extra stipends" are those funds paid to professional staff members

for work performed in addition to regular classroom responsibilities.
"Non-salary cost" means expenditures for textbooks and student supplies,
educational equipment and aids, operating and maintenance supplies,
fixed charges, and other non-salary costs as may arise in accordance
with the intent of this act.

"Classroom unit" means one professional staff member per one thousand
(1,000) pupils.

"Non-professional salary allowance" means the funds allocated under
this act to each local district to compensate non-éértified employees
for their services.

"Non-salary cost allowance'" means the funds allocated under this act

to local districts to provide for payment of non-salary expenditures.
"Professional salary allowance" means the funds allocated under this
act to each local district to compensate professional staff members

for their services.

"Regional salary level" means the dollar amount used in this act to
determine the professional salary allowance for local districts

within a given region.

“Experience-~training factor" means an index which reflects the experience
and training characteristics of each district's professional staff.
"Enrichment program" means any educational program approved by the
board of a local school district for broadening the education oppor-
tunities afforded to pupils of the school district beyond the education
program provided by this act. The programs may include, but are not

limited to, broader curriculum, programs for under-achieving pupils,

42



19.

20.

(continued)

programs for gifted children, programs for research and development
purposes, programs involving technological imnovations and programs
to make fuller and more complete use of school facilities. It does
not include programs which increase the salary levels of any pro-
fessional or other personnel employed by a local school district.
"Enrichment program account" means a separate account maintained by
a local school district into which funds received from local taxes
and from the school district millage equalization fund of the state

shall be kept and accounted for.

&'
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Section 4 - Membership

A. As used in this act a "pupil" is defined as a child in membership in
a public school, and school children are defined as children in
membership in any school.

> Children in vocational education, g?ecial education, and compensatory
education programs shall be counted in membership for the time that
such pupils are under the administrative jurisdiction of the local
school districts.

All pupils to be counted in membership shall be at least 4 years of
age on December 1 and under 20 years of age on September 1 of the
school year except that all pupils regularly enrolled and working
toward a high school diploma may be counted in membership regardless
of age. Any former member of the armed services in attendance in
the high schools shall be counted in membership regardless of age.

B. "Full-time membership" shall be construed as all membership in
first grade to twelfth grade for those actually enrolled in regular
daily attendance on the fourth Friday following Labor Day of each
year. The superintendent of public instruction shall give a uniform
interpretation of such full-time memberships.

"Half-time membership" shall be construed as all membership in pre-~
kindergarten and kindergarten for those actually enrolled in regular
daily attendance or the fourth Friday following Labor Day of each
year. The superintendent of public instruction shall give a uniform

interpretation of half-time memberships.




Comment: Section &4

1. The effect of the provision is to provide the pre-kindergarten
program at no new cost to the state.

2. Under the present law, no provision is made for the pre-~kindergarten
program and kindergarten pupils are counted as full-time. Under
this act, the pre-kindergarten and kindergarten students are
counted as half-time membership making it possible to provide the

pre~kindergarten program at no new cost.
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Section 5 ~ Appropriation

There is appropriated from the school aid fund established by section 11
of article 9 of the constitution for the fiscal year ending June 30, 1972,
and fcr each fiscal year thereafter, the sum necessary to fulfill the
requirements of this act, with any deficiency to be appropriated from the

general fund by the legislature.
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GENERAL COMMENTS

There are provisions within this bill to fund five functional
categories of school expenditures. They are: 1) Professional Salary
Allowance; 2) Non-professional Salary Allowance; 3) Non-salary allowance;
4) Transportation; and 5) Enrichment Programs. The purposes of these
categories are defined in section 3. In the sections to follow, each

category is discussed in detail.

Costs may only be estimated because the present accounting system
does not report expenditures in a similar manner. Figures from the
present accounting system were interpolated to determine the estimates
below. The estimates for the model were projected based on data provided

by the State Department of Education.
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ESTIMATED EXPENDITURES

(Millions of Dollars)

Difference Between

Model Current and Model
71-72% for 1971-72
1,3302 -8

242 +6

2213 -15
.70 35
1,863 ~12

4

100 +100

50 + 50
2,013 +138

Some expenditure included under the current system in this category

Current

70-71 71-72%
Professional 1
Salary Allowance 1,214 1,338
Non-Professional
Salary Allowance 215 236
Non-Salary Cost
Allowance 215 236
Transportation 60 65
TOTAL EXPENDITURES 1,704 1,875
Optional Enrichment
Program
Local Funding N/A N/A
State Funding N/A N/A
TOTAL EXPENDITURES
INCLUDING ENRICHMENT
PROGRAM N/A N/A
* Assumes an enrollment increase of 32,000 over 1970-71.
1 Assumes funds for 102,637 professionals.
2 Assumes funds for 104,053 professionals.
3

has been shifted to the professional salary allowance.

4

This figure assumes that districts with programs above the basic

program provided in this model will choose to maintain their pro-
gram through the enrichment option.

e



54

ESTIMATED EXPENDITURES BY SOURCE#*

(in Millions of Dollars)

Difference Between

Current Model Current and Model

70-71 71-72 71-72 for 1971-72
Local Sources
Basic Program 904 1,000 02 ~1,000
Transportation 30 32.5 0 - 32.5
Enrichment Program N/A N/A 1003 + 100
TOTAL LOCAL FUNDS 934 1,032.5 100 - 932.5
State Sources
Basic Program 740 810 1,793 + 983
Transportation 30 32.5 70 + 37.5
Enrichment Program N/A N/A 503 + 50
TOTAL STATE FUNDS 770 842.5 1,913 +1,070.5
TOTAL STATE AND 4 4 5
LOCAL SOURCES 1, 704 1,875 2,013 + 138
% Increase (10.0) (18.1) (8.1)

* Federal Funds not included

This assumes a 77 increase in SEV and a 3.1% increase in millage rate

over the 1970~71 levels.

Represents the shift from the property tax to the state income tax.

This figure assumes that districts with programs (i.e. staff adequacy

ratios) above the basic program provided in this model will choose to

maintain their program through the enrichment option.

4 This assumes an increase in enrollment of 32,000 students over the
1970-71 level.

5 The difference between the current system and the model for 1971-72
excluding property tax relief is as follows:

i

wN

Net increase in State funds $ 38 million
Net increase in Local funds 100 million

Total increase in expenditures
$138 million
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COMMENTS

Sections 7, 9, 11, and 13 describe the methods of determining the Pro-

fessional Salary Allowance of a local district. Five factors affect a

local district's costs.

1.

2.

3.

4.

5.

The number of pupils (Section 7 adjusts the district's allowance to
reflect this variation).

The number of professionals employed for each 1,000 students (Section
7 adjusts the district's allowance to a maximum of 47 professionals
per 1,000 pupils).

The salary level (Section 9 adjusts the professional salary allow-
ance to reflect the variation in costs of doing business among
regions of the State).

The staff experience and training. (Section 11 adjusts the allow-
ance to reflect differences in staff experience~training.)

The level of payments for fringe benefits, extra stipenads and sub-
stitute teachers' pay as an additional cost of compensating pro-
fessional staff members (Section 13 adjusts the local district's
professional salary allowance to reflect the costs of fringe benefits,

extra stipends, and substitute teachers' pay).



Section 7 - Classroom Units

A. To determine the number of cloxsroom units, local school districts
shall employ the following rules:

1. The number of pupils shall be computed on an equated full-time
basis for the time which the pupils are located in programs
under the administrative jurisdiction of the district.

2. Pre-kindergarten and kindergarten pupils shall be computed on
an equated half-time basis.

3. Forty-seven (47) classroom units per one thousand (1,000)
pupils shall be authorized for reimbursement under the pro-
visions of this act (i.e. Equated Full-Time Enrollment X 47/1000
equals Number of Classroom Units).

B. 1. Local districts shall be reimbursed only for the actual number
of professional staff members employed up to forty-seven '47)
per one théusand (1,000) pupils.

2. This section provides professional staff members for all programs
operated by the local district, inciuding compensatory education,
vocational education, special education, remedial reading pro
grams, and pre-kindergarten programs.

3. The department shall prescribe uniform methods to assure the local

district's compliance with these provisions.




1.

2.

3.

57

Comment: Section 7

By setting the staff adequacy ratio at 47 professionals per 1,000
students, sixty percent of the students within Michigan will experience
an improvement in program (as measured by the number of professionals
working with a given number of students).

Every district in the State would receive sufficient funding to employ
at least 47 professional staff members per 1,000 pupils.

If districts below 47 professionals per 1,000 pupils would raise their
ratios to 47 per 1,000 and others maintain their current rat by
levying the enrichment millage, it would be necessary to hire an

additional 5,700 professionals.



Section 9 - Salary Levels

Annually the department shall determine a regional profe¢ssional salary

level for each region within the state according to the following rules:

1.

2.

3.

The regional professional salary levels shall be based on comparable '
levels of professional training and experience.

Thr. regional professional salary level shall take into account
previous years salary levels so that a local district is not

required to lower the salary provided in prior years to a professional
staff member with comparable training and experience.

The department shall make appropriate adjustments to the previous
year's salary levels considering such matters as changes in the

cost of living and adjustments in other public and private employees

salary levels.

5



Comment: Section 9

1. Professional salary levels are tending to converge within each
intermediate school district. Among intermediate districts,
salaries are diverging.

2. In order to prevent tie salary of any nrofegsgional from being
lowered and to equalize salaries within the region, the regional
salary level would be the highest salary level within the region
adjusted for experience and training.

3. The enclosed map of the state shows the regional boundaries and
salary levels if the bill were to take effect in 1971-72,

4. While this section designates a cegional salary level, the pro-
vision dones not determine the actual salary paid to any individual
teacher.

5. Within the constraint of the total funds available for professional
salaries, the indivicdial salary level is still a matter of negotia-

tion between professionals and the local school board.
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Section 11 - Experience-Training Fictor
A. The district's experience-training factor shall be determined by:

1. Assigning each staff member a numerical value from Table I.
Data for part-time professional starf members shall be converted
to full-time equivalency for computation purposes.

2. The sum of the values for the entire staff, including all staff
members paid for out of the enrichmgﬂt program account, shall be
divided by the number of full-time equated professional staff

members to determine the experience-training factor of the local

district.
Table I
Professional Staff Qualifications
Years of Professional Level of Education
Approved
® « OF
Degree Degres [+30'xs or |B4D.
o .60 .18 .80 .90 1,08 1,30
1-2 .88 .89 .83 .90 1,08 1,40
w
3~-4 «70 .83 .90 .98 1,10 1.40
5-6 75 .98 1,00 1.08 1.20 1.50
7-8 .73 1.00 1,08 1.15 1,30 1.60
9-10 .80 1.05 1. 10 1.25 1.‘0 1.70
11+ .85 1,10 1.20 .35 1.60 1.9%

B. The hiring and assignment of staff and compensation patterns shall

be the responsibility of the local district.
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comment: Sestion 11

1. The professional salary table is an attempt to approximate the actual.'
salary difference that results from different combinations of eaxperi-
ence and training characteristics among districts. The table approxi-
mates the present salary structure in the following manner: ‘

a. The factor values in the table represent the relationships between
the average salary paid to teachers with a given conbination of
experience and training and th§ statewide average professional salary.

b. Since the table is intended to reflect the actual cost difference
of employing a given professional staff member, the combination of
experience and training factors considered in the table closely
correlates to local district salary schedules in Michigan. The
table does not provide for increased factor values for more than
11-12 years of professional experience. Since 96X of Michigan's
professionals work in school districts with salary schedules that
do not provide incremental raises for more than 12 years of
experience, it seems appropriate to limit the range of the table
to 12 years of experience.

2. The intent of the provision is to compensate districts to reflect the
cost of maintaining the particular combination of experience and
training characteristics in their professional staff that is desired
by the district. There is no intent to encourage or penalize a dis-
trict with a particular combination of experience and training.

3. Assuming the past increases in experience and training continues at
one percent per year, the State experience-training factor would be

1.05 1n 1971"'72.
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Section 13 - Professional Salary Allowance

To determine the local district's professional salary allowance, the

following rules shall be employed:

1. The regional professional salary level determined in Section 9 shall
be multiplied by the number of classroom units, determined in Section 7.

2. The resultant product shall then be multiplied by the experience-
training factor determined in Section 1l.

3. The resultant product determined in Sub-section 1 above shall be
multiplied by 5 percent (.05) to determine the amount to cover the
cost of fringe benefits, extra stipendi, and substitute teachers' pay.

4. The additional allowance determined in Sub-section 3 above shall be
added to the amount determined in Sub-section 2 above. This total

shall be che district's professional salary allowance.

ERG 62
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Comment: Section 13
1. In mathematical format, and using statewide figures for 1971-72, the

rules for determining Professional Salary Allowance are as follows:

Sub=-gecti.n 1 Regional Number of

Professional X Classroom = Total

Salary Level Units Sub-section 1

(section 9) (section 7)

$11,623 X 104,053 = $§1,209 million
Sub-gection 2 Total Experience- Total

Sub-section 1 X Training Factor = Sub-section 2

$1,209 million X 1.05 = $1,269 million
Sub-gection 3 Total Allowance for . Total

Sub-section 1 X Fringe Benefits, = Sub-section 3

Substitute Teachers
and Extra Stipends

$1,209 million X (.0S) = $61 million
Sub-section 4 Total Total Professional Salary

Sub-section 3 + Sub-section 2 = Allowance for All
Local Districts

$61 million + $1,269 million = $1,330 million

2. A work sheet to determine the professional salary allowance fo: each
district is included in the appendix.

3. The additional allowance determined in this section for fringe
benefits, extra stipends, and substitute teachers' pay is based on
the present average cost to local districts of prc viding these

services and benefits.
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Section 15 - Non-professional Salary and Non-salary Cost Allowance

To determine the local district's allowance for all expenses other than
professional salaries, the following rules shall be employed:
A. Non=professional salary allowance:

1. The regional professional salary level as determined in Section 9
shall be multiplied by the number of classroom units as determined
in Section 7.

2. The resultant product shall be multiplied by twenty percent (.20).
This final amount shall be the amount allocated for non-professional
salary expenditures.

B. Non-salary cost allowance: The local district shall be allocated

one-hundred dollars ($100) per pupil for non-salary expenditures.

Full Tt Provided by ERIC.
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Comment: Section 15
1. The relationship in Part A of this section is an effort to compensate
local districts for their non-professional salary cost. The amount
is determined in the following manner:
a. Since non-professional salary cost will vary regionally, as do
professional salaries, the non-professional salary allowance is
a percentage of regional salary levels.
b. The 20% relation between the regional salary and non-professional
allowance is the historic relationship between these factors.
Since 1964-65, this relutionship has remained virtually constant.
¢c. The allowance also varies by the number of classroom units to
reflect the number of non-professional staff necessary to serve
a given number of students.
2. The $100 per pupil allocation for non-salary expenditures was developed
in the following manner:
a. Non-salary costs do not vary regionally as is the case with salary
costs.
b. The $100 per pupil level represents the present average level
of non-salary costs in Michigan.
3. In mathematical format and using statewide figures for 1971-72, the
rules for determining non-professional salary allowance and non-salary
cost are as follows:

a. Non-professional Salary Allowance:

Regional Number of Estimated 1971-71
Professional X Classroom X Factor = Non~professional
Salary Level Units (.20) Salary Allowance
$11,623 X 104,053 X .20 = $242 million

€5
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3. b. Non-salary Cost Allowance:

Enrollment X Non-salary Cost = Estimated 1971-72

Allowance Factor Non-salary Cost
($100.00) Allowance
v 2,213,912 X $100.00 = $221 millicn
5 4. A work sheet to determine Non-professional Salary Allowance and

Non-salary Cost for each local district is included in the appendix.

) Q 86
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Section 17 - Transfers to Enrichment Program Account

A. The funds provided in accordance with this act shall not be transferred
among the professional salary allowance, the non-professional salary
allowance, or the non-salary cost allowance. However, monies not spent
within these allowances may be transferred to the enrichment program
account. The use of funds within these restrictions shall be a function
and responsibility of the local district.

B. Those local districts which have operating surplus on the effective

date of this act shall transfer those funds -to the district's

Enrichment Program Account.
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Section 19 - Budget Recommendation

The department shall conduct a survey among the local districts to
determine the projected enrollments, staff characteristics, current
salary levels, and other information deemed necessary to implement this
act. From the information gained, the state department of education
shall assemble and forward to tha Governor a total budget for elementary
and secondary education. The tciommendation, with copies to the Legis-

lature, shall b: submitted no later than October 1.
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Section 21 - Executive Budget Recommendation

The Governor shall review the budget recommendations of the department
and shall make any adjustments therein that he deems necessary. The
Governor shall submit his budget recommendations for elementary and
secondary education at the time he submits his total budget recommen=~

dations, in the form and manner prescribed by law.
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Section 23 ~ Local District Reports

In order to be eligible to receive state aid under the provisions of this
act each school district shall, by the superintendent of each district
through the secretary of each board, on or before the seventh Friday after
Labor Day of each year, file with the intermediate school district super-
intendents a certified and sworn copy of:

1. the enrollment for the current school year

2. the number of professional and non-professional staff employed

3. the professional and non-professional staff salary levels

4., the experience-~training characteristics of professional staff

employed

In addition, those school districts maintaining school during the entire
year, as provided under section 731 of the school code of 1955, shall
file with the intermediate school district superintendent a certified
and sworn copy of the above information for the current school year in
accordance with rules established by the state board of education. In
case of failure to file such sworn and certified copy on or before the
seventh Friday after Labor Day, or in accordance with rules established
by the state board of education, state aid under the provisions of this
act shall be withheld from the defaulting school district. Any person
who shall willfully falsify any figure or statement in the certified
and sworn copy of such information shall, upon conviction thereof, be

punished in the manner prescribed by the laws of this state.
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Section 25 -~ Post-audit Accounting
The department shall prescribe uniform methods for a post-audit accounting

of the funds provided for in this act.
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Section 27 - Professional Qualifications
As provided in the school code, the board of any district shall not

permit any unqualified professional to teach in any grade or department
of the school. Any district employing professionals not legally

> qualified shall have deducted the sum equal to the amount paid such
professionals. The superintendent of each intermediate school dis~
trict shall notify the superintendent of public imstruction of the
name of the unqualified professional and the district employing him

R and the amount of salary the unqualified professional was paid with

respect to districts within his school district

Full Tt Provided by ERIC.
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Section 29 -~ Transportation

A.

C.

D.

Transportation services shall be provided by the intermediate school
district or by contract with the local school district to all public
school pupils living more than 1% miles from the school they attend.
Transportation distances shall be measured along public streets and
highways.

The superintendent of public instruction shall have authority upon
investigation by him, or someone designated by him, to review. con-
firm, set aside or amend the action, order or decision of the board
of education or school board of any school district with reference
to the routes over which school children shall be transported, a
distance they shall be required to walk, and the suitability and
number of vehicles and equipment for the transportation of the
school children.

Transportation shall be funded by state appropriation on a current
year basis through intermediate districts.

No allotment for transportation shall be allowed any school district
which operates a bus route disapproved by the superintendent of

public instruction.



1.

2.

3.

4.

78

Comment: Section 29

The State will assume the total cost of transportation services for
public school students. Transportation is a need so unique among
districts that it should be funded as a categorical.

The intermediate districts have primary responsibility for operating
the transportation system. |

This section provides for a uniform statewide standard for trans-
portation services. The bill does not differentiate between students
living within a city and those living outside a city.

If the bill were to take effect in 1971-72, the cost to the State

would be $70 million.
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Section 31 - local Enrichment Levy

A.

c.

D.

E.

In order to provide an incent{ve for local districts to supplement
their programs regardless of their property tax wealth, the state
shall share with the districts the additional costs.

Beginning July 1, 1972, school districts may level enrichment mills
upon each dollar of valuation. This shall be done in accordance
with the provisions of law regarding school district millage elections.
Taxes voted on local school district real or personal property shall
be levied and collected in the same manner as other property taxes.
Local districts shall not vote millage beyond the six-mill (6) limit
as specified in Section 6 of Article 9 of the state constitution.
Local districts with a state equalized value above $30,000.00 per
pupil are not eligible for additional state aid under this incentive
program.

For each mill levied, the state shall supplement the local district's

revenue yield so that the total amount shall equal $30 per pupil.
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Comment: Section 31

If districts that presently have more than forty-seven (47) pro-

fessionals per one thousand (1,000) students vote to impose a six-mill

enrichment in 1971-72:

b.

Over ninety-eight (98) percent of the students in Michigan will
experience an improvement in program (as measured by the number
of professional staff members per one thousand (1,000) students).
Eétimated cost of the enrichment program in 1971-72:

State Share: §$ 50 million

Local Share: 100 million
Total Cost: $150 million

A worksheet to determine the additional funds possible under the

optional enrichment program is included in the appendix.
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Section 35 - Enrichment Program Account
A. A school district entering into enrichment programe shall create and

maintain an enrichment program account in such form and manner as
shall be prescribed by the department. The account shall be subject
to audit and examination at all times by the department to ascertain
that all funds of the account have been used in a manner consistent
with the provisions of this act.

B. Funds from the enrichment program account shall not be used to raise
the salary levels of any professional staff member or other personnel

employed by the local school district.
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Section 39 - Enrichment Program Account Restrictions

Any money paid from the enrichment program account in a mammer incon-
sistent with this act shall be subtracted from the appropriations of the
school district concerned for the fiscal year immediately succeeding the

i

fiscal year in which the money was paid. |
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Section 40 - 0ld Grandad

A. In order to be eligible to receive funds under the provisions of this
gection, a local school district must levy six (6) mills as provided
in Section 6 of Article 9 of the State Constitution.

B. Under this section of the act, funds shall be allocated in a manner
such that no local school district shall receive a smaller per pupil
allocation than the district received in 1970-71 from local sources

and from the following formula:

Per Pupil Gross Deductible
State Equalized Valuation Allowance Millage
a. $15,500 or more $530.50 14
b. Less than $15,500 $623.00 20
79
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Section 41 ~ Operating Deficits
A. No local school district shall operate with a deficit. Those dis-

tricts which operated with a deficit before the effective date of
this act shall meet all past obligations.

B. Those districts which have an operating deficit on the effective
date of this act shall annually use 1% of the funds allocated under
Section 13 and 15 to pay past obligations. Those districts shall
then be allowed to employ less than forty-seven (47) professionals
per one thousand (1,000) pupils according to rules promulgated by
the department. Those districts with voted local enrichment programs
may not use state funds as prescribed in this sub-section.

C. Those districts having a deficit on the effective date of this act
that have chosen the enrichment levy provided in Article 9, Section
6 of the State Constitution shall use funds from the enrichment
program account to pay past operating deficits. An amount equal to
1% of the funds received under Section 13 and 15 shall be transferred
from the enrichment program amount to pay past obligations under the

provisions of this sub-section.

Aruitoxt provided by Eic:
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Section 42 -~ Improper Use of Funds

Future appropriations under the provisions of this act shall be

adjusted by the department in accordance with any violationms.
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> APPENDIX

The following worksheet is provided to
determine the local district's share

of funds.
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WORKSHEET FOR

LOCAL DISTRICT
JASIC PROGRAM
Part A
1. Number of classroom units:

En&ollment Professionals -
X Per 1,000 Pupils Total Units

X (47/1000) =

2. Regional Professional Salary Level:

The Highest Average Adjusted Regional
Salary Within the Region = Salary Level

(see attached map) = §

3. Allowance for Fringe Benefits, Substitute Teachers, and Extra Stipends:

Regional Number of ' Allowance for Fringe Benefits,
Professional X Classroom X Factor = Substitute Teachers and
Salary Level Units Extra Stipends
$ X X .05 = §
(Line 2) - (Line 1) Additional

52 for these

expenses

4. Professional Salary Allowance:

Regional Experience~ Number of Salary Allowance for Fringe

Professional X Training X Classroom = Sub-Total + Benefits, Substitute

Salary Level Factor Units Teachers and Extra
Stipends

$ _ X X = $ + $

(Line 2) (Table 1) (Line 1) (Line 3)

= Professional Salary
Allowance

- $
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BASIC PROGRAM
Part A (continued)

5. Non-professional Salary Allowance:

Regional Number of Non-professional
Professional X Classroom X Factor = Salary

Salary Level Units Allowance

$ X X _ .20 = §

(Line 2) (Line 1) .

6. Non-salary Cost Allowance:

Enrollment X Non-salary Cost Non-salary cost
Allowance Factor = Allowance

X $100.00 = $

(Pupils)

7. Total Allowance for Basic Program:

Professional Salary Allowance (Line 4) = §

Non-professional Salary Allowance (Line 5) = §

Non-salary cost allowance (Line 6) = §

Total = §

8. Basic Allowance per Pupil:

Total Allowance for . Enrollment Basic Allowance
Basic Program * ® per Pupil
$ — - §

(Line 7)

Part B -~ Enrichment Program Funds

Enrollment X SEV/Pupil X Number of = Enrichment Funds

(Minimum Voted Mills Available
$30,000)
X X .00 -8
(The State (Maximum of
will equalize six mills)
SEV/Pupil to
$30,000.00)

Full Tt Provided by ERIC.
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2.

3.

APPENDIX

"Special Message to the Legislature on Excellence in Education -
Equity in Taxation" by Governor William G. Milliken. April 12,
1971. This special message outlined the basic proposal present
in the body of this report. Because the program underwent many
changes since the time of this message, it was placed in the
appendix.

"An Analysis of the Governor's Proposals for Financing Elementary-
Secondary Public School Operating Costs and A Comparison with the
Democratic Party Proposal" by the Citizens Research Council of
Michigan, March, 1972. The language of the constitutional amend-
ment was changed after this analysis was published. The only
significant difference, however, is that the new amendment does
not include the option for a statewide property tax on business
and industry. The rest of the analysis remains applicable.

"Proposed Recodification of the State School Aid Act ~ 1972"

by the State Department of Education. This legislation is an
attempt to reorganize the existing school code into a systematic
form to make the transition to a new system of school finance
easier. In addition, the legislation further refines present
categorical programs. The fiscal recommendations included in
the recodification do not necessarily reflect the Governor's
budget recommendations for 1972-73.

85



Governor William G, Milliken
Executive Office
Monday, April 12, 1971

SPECIAL MESSAGE TO THE LEGISLATURE ON EXCELLENCE IN EDUCATION ~ EQUITY IN TAXATION

We are now in our second year of the battle for educational reform. The crisis
is still with us, and it has grown worse. Many school districts are bankrupt; others
teeter on the brink of financial disaster. Many parents are dissatisfied with the
quality of education. Thousands of students drop out of school every year, and
thousands more, especially in the large high schools of the cities, have grown rest-
less and rebellious.

By these remarks, I do not mean to criticize the overall quality of education
in Michigan, which I consider to be very high. Most Michigan teachers, who are, in-
cidentally, among the highest paid teachers in the country, are highly qualified and
thoroughly dedicated to their jobs. Most school administrators should be praised for
their accomplishments in the face of almost insurmountable problems ~~ the continual
defeat of millage proposals, overcrowding, vandalism, racial tensions, and a revolu-
tion of expectations among parents about what education can and should achieve.

But if the quality of education in Michigan is generally high, it is also stri-
kingly uneven. Some schools are very bad, and some are excellent. The tragedy is
that the schools fail so often precisely where they should be achieving the greatest
success —- where people are poor and education is the only hope for ending their
poverty.

Our objectives in educational reform,as outlined by the Education Reform Com-
mission in September of 1969, should be clear. In briefest summary, they are:

== Quality education for every child, no matter where he may live. This
means an educational system which will assure that our children are
well educated, properly prepared for the world in which they will
live and work. It also means that educational opportunity must be
equal for all children, regardless of race, economic status of parents,
or geographic location in Michigan.

-=- A rational system of educational finance which will provide the re-
sources needed at state and local levels to assure quality education.
Such a system must be stable and reliable; it also must grow as popu-
lation and needs grow.

-- Equity of tax burden. Justice requires that all persons contribute
their fair share to the cost of education. Because education is a
public responsibility, all parts of the public must contribute; such
contributions should be based on ability to pay.

~- Testing. In order to evaluate and improve our educational system,
we must be able to measure its results. This can be done through
an adequate system of assessments, coupled with a disbursement pro-
cess which supplies the financial support required to improve out-
put.
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-= A strong and accountable State Board of Education. Because control
of elementary and secondary education rests in the State Board of Ed-
ucation, it is essential that that body function as professionally as
possible. To assure this, the Board should be removed from partisan,
elective politics. Membership on the Board should be based on profes-
sional competence and citizen concerns.

-- Local control. Long-standing tradition in this state requires that
local communities and school districts retain control over important
matters of educational concern, such as curriculum and personnel. The
difficult problem of raising educational revenue should be removed
from local districts, so they can concentrate on educational quality.

We have made the following progress towards our goals:

-- a testing process that measures reading and arithmetic skills in
fourth and seventh grades.

-- further, gradual, consolidation of school districts.

-- long hours of debate which have led to a better understanding of
school problems and agreement on general approaches to solutions
of these problems.

Shortcomings of our educational system, which will be overcome as we reach our
objectives, are clear. They include:

-- wide disparity of resources for education in the various dis-
tricts (a range of about $500 to more than $1200 per student).

-- no adegquate meacurement of the effectiveness of present educa-
tional systems and methods.

-~ too heavy reliance on property tax to finance school operating
costs.

-~ under-emphasis on vocational education.
-- the recurrent crisis in school financing.

-- & teacher certification process that too often turns away poten-
tially excellent teachers.

MUST ALTER PRESENT COURSE

Too often in the past, short-term solutions have been advanced to deal in cri-
sis with these long-range problems. For example, last year the Legislature adopted
a school aid plan for 1971-72. This plan is scheduled to go into effect July 1,
1971. As I said last year, this plan is laudable in purpose, but its effects would
be unfortunate.
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1. It would require additional expenditures of over $200 million,
$148 million more than I have proposed, for education in the
1971-72 fiscal year, with no assurance that the additional money
will produce quality education. It would further commit the State
to even greater levels of spending in future years, again without
educational reform.

2. 1t provides no certain property tax relief. Such relief might be
forthcoming in some school districts, providing certain actions
2 \;:re taken locally. Yet there is no assurance such actions would
taken.

3. It would require school districts levying less than 20 mills of
property tax (and over 300 do) to raise their property tax to
20 mills to receive the promised $720 per pupil.

4. It implies that local school districts could enact local income
N taxes to reduce their reliance on property taxes. The resultant
possible proliferation of income taxes among the 626 school dis-
tricts of Michigan could assume nightmare proportions, particularly
for businesses with operations in more than one school district.

For these reasons, it is imperative that the Legislature repeal this state aid

plan; in its place, we must move on fundamental reform. The proposals which follow
do not change the school aid recommendations already made to you in my budget message.

SUMMARY OF PROPOSALS

In this special message to you, I am proposing, in order to further and to ac-
celerate our orderly progress towards the achievement of our goals:

1. A constitutional amendment to virtually eliminate the reliance
upon property tax - as of the end of this year - as a source of
school operating revenue and a compensating heavier reliance on
other more equitable tax sources. The same amendment would re-
duce constitutional limits on property taxes so that the resul-
tant relief could not be lost through increases in other proper-
ty taxes.

2. A plan to raise substantially the amount of money available for
education, while at the same time making sure that all spending
for education is subjected to strict standards of accountability.

3. Provision for enabling local districts to enrich their programs
beyond the level of state support.

4. A constitutional amendment to increase the accountability of the
State Board of Education by changing it from an elective to an
appointive body.

5. A plan to assure that all school districts cover the full range
of kindergarten through twelfth grade.
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7.

9.

10.

11.

12.

13.

14,

15.

wljm

Further consolidation of intermediate districts, with attendant
increase of responsibility.

Additional funds for compensatory education based on the results
of assessment of basic skills, which will implement the concept
of accountability.

Continuation and improvement of education assessment, with the
State Department of Education working closely with local districts

for such improvement.

A timetable for adoption of a revenue distridution plan, which
will include maximum opportunity for citizen involvement in
planning.

Encouragement of the extended school year concept to make better
use of teachers and facilities.

\
A teacher certification process that relies more heavily upon
successful teaching.

Expansion of neighborhood education authorities to meet gspecific
local needs.

Improved leadership and direction of vocational education.

More effective local control - with school boards and adminis-
trators, free of millage battles, able to devote their tull at-
tention to education.

Appointment of a Commission on Higher Education to begin immed-
fately to plan for upgrading of educational opportunity in col-
leges and universities, as well as to produce a plan for effec~
tive coordination of all higher education institutions and pro-
grams.

There is general recognition that specially levied millage for school operating
costs (now averaging 25.7 mills statewide) is much too high and that it places a
disproportionate burden upon the property tax. This presents several serious prob-

lems.

1.

2.

Frequently, because of taxpayer resistance, school operating
millages fail in elections, thereby denying needed support to
local educational systems.

The property tax, while very stable, does not grow as quickly
as the economy or educational needs. Therefore, there is a
natural strong pressure to finance an increased portion of ed-
ucational costs out of general revenue.
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3. The varying property wealth of different districts, regardless
of the level of property tax levied, produces varying rescurces
of educational support. Thus some districts with relatively
low tax rates realize substantial sums of money, while other
districts with very high tax rates realize lesser amounts. Re-
liance on the property tax, therefore, leads to inequality.

4. The property tax falls particularly heavily on senior citizens,
small farmers, and low income persons who own or are buying homes.
Such persons simply are not able to continue to carry a high tax
burden.

The Legislature has considered several proposed constitutional changes to re-
duce this burden, and last year the House finally passed a resolution which would
have reduced such taxes to a maximum of 12 mills. This resolution failed in the
Senate. Intervening months of evaluation and research have convinced me that we can,
and should, reduce the property tax rate for school operational expense substantially;
I do not believe we should stop at a reduction to 12 mills. I recommend that we
constitutional amendment, turn completely away from the property tax for general

school operating purposes.

This will permit us to achieve substantial property tax relief and to spread the
total burden more equitably.

Such action would result in total property tax relief of $1,118,000,000, of
which $618 million would fall in relief on individual property tax, and $500 million
on business. This loss on individually held property then could be made up by the
Legislature through an additional 2.3% increase in the income tax.

Using only the income tax source for replacement of:the loss from business would
result in a prohibitively high corporate income tax, so my proposal will recommend
that the loss from businesses be made up through a value-added tax of approximately
2% which would keep the corporate income tax rate low enough to protect Michigan's
competitive position with other states. I also will recommend substantial reduction
of the present franchise tax, which is Presently above the rates in other states.

The appendix of this message provides much greater detail of this tax impact on fami-
lies and business, but the preceding brief outline indicates the anticipated total
loss and the means of making up these losses. I call your attention, further, to
these significant aspects of my proposals:

-~ The substitution of the personal income tax and the value-added tax
for the property tax will assure that revenues for educational fin-
ance will grow more in line with needs.

-~ The proposed increase in the personal income tax will generate rev-
enues in fiscal year 1980 equivalent to a 32 mill levy, 6 mills or
23% higher than the current state average school operating millage.
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-- A value added tax on business will grow in line with the increase
in economic activity in the state, about two percentage points
faster than the property tax base.

This improved elasticity of the total tax structure should eliminate
the need for regular increases in tax rates - a problem which has
plagued the educational system in recent years.
Assuming that this approach is adopted, three facts immediately become obvious:
(1) there would be a major shift in the support of education from the local tax level
to the state tax level; (2) the formula by which the money would be distributed to

achool districts throughout the state becomes critical; (3) a simple "trade-off" of
tax dollars is not sufficient; there must be more money for schools.

Because we cannot equalize educational resources immediately and because we can-
not lower the support in any district, I recommend that an optional locally voted
millage be allowed up to a maximum of six mills. Such millage should be equalized
throughout the state, so that each mill, in whatever district levied, will produce
the same amount of money.

DISTRIBUTION OF EQ%SATIONAL RESOURCES

Studies of the Michigan school aid program, including the analysis of my Educa-
tion Reform Commission, have judged it inadequate in the poorer districts of our
state for a minimum school program. It has also become overly complex.

Its greatest weakness, however, is the inequitable distribution of financial sup-
port per pupil. We cannot have equity of educational opportunity for Michigan chil-
dren when some districts spend more than twice as much per pupil as others. The re-
moval of thie property tax would eliminate the principle cause of inequitable educa-
tional financing. It will also allow us to move to a more adequate and simplified
school aid program.

T believe that allocation of school aid should be designed as a revenue sharing
program {or local school districts, to assure adequate financial support for schools.
By removing the burden of raising money from local school boards, I believe they
could do the job they are best equipped to carry out: to ensure accountability in
spending money and to establish educational policy of the district. An education
revenue sharing program must be guided by the following criteria:

1. Guarantee an adequate and equitable level of financial support to
provide a quality education for every child.

2. Establish annual levels of financial support for salaries of edu-
cational professionals on a statewide basis.

3. Allow a small percentage of school aid to be retained at the state
level on a discretionary basis to encourage educational innovatior
and provide remedial assistance to those districts with greatest
need.
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4. Permit a local option by school districts to enrich their school
program through a vote-limited property tax levy. The enrichment
money should go for more courses and more teachers, rather than
to supplement salaries.

I am continuing to work on an adequate and equitable revenue sharing program
for use beyond the 1971-72 fiscal year, and by late summer I will be prepared to
submit a distribution formula for legislative and public consideration. In the mean-
time, I urge the Legislature and every interested legislative, educational, and citi-
zen group to submit their recommendations to me by July 1 for consideration along
with my efforts. The problem of distribution is so important, and so critical to
the ultimate success of educational reform, that its solution must have all the best
thinking we can bring to bear upon it.

STRENGTHENED STATE LEADERSHIP

To strengthen the State's leadership role in education, I had originally recom-
mended a constitutional amendment to abolish the State Board of Education in favor
of a single director appointed by the Governor with the advice and consent of the
Senate. Through legislative deliberation, compromise has developed whereby the
State Board of Education would be appointed by the Governor, and I support that com-
promise as an improvement. It is not, certainly, that the electorate is incapable
of choosing a good state board, it is rather that these important positions receive
so little attention in the whole political process that the electorate's ability to
perform and to assure board accountability is diminished. Present members of the
Board should continue to serve until their terms éxpire.

MUST BE DECIDED THIS FALL

Because the time element is so critical, we cannot afford to wait until the
next general election in 1972 to decide upon the property tax relief and state board

constitutional amendments. I urge, therefore, that the Legislature submit these two
questions to the electorate in a special election to be held in November of this year.

CONSO.. TDATION

My original proposal called for reducing the present number of intermediate
school districts from 60 to 15, giving to the resulting regional districts important
administrative functions.

A compromise plan for reducing the number of intermediate districts by more than
one-half has developed. I accept this compromise, provided these regions are assigned
important operational duties in special and vocational-technical education and in
applying modern business techniques, ~ll of which are more difficult to achieve on a
purely local level.

I propose legislation to require that all non=K-12 local school districts be
consolidated with existing K-12 districts. There is general agreement on the need
to assure each student an education within a K-12 system and I am confident that,
when tax inequities are resolved, important further comsclidations of K-12 districts
will result so that all districts will have the size and resources necessary to pro-
vide comprehensive educational opportunity.
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COMPENSATORY EDUCATION

One of the most significant aspects of my 1971-72 school aid proposals is the
compensatory education package, which combines the current Sections 3, 4%, and that
portion of 12 dealing with remedial reading into a new section which would provide
f:?ds for compensatory education based upon the results of the assessment of basic
skills.

By combining the assessment of educational progress with compensatory education
funds, accountability will have a concrete meaning in Michigan and educators will
be able to work more effectively toward achieving educational success with those
students who demonstrate special needs.

PERFORMANCE CONTRACTING

Included in the compensatory aid section of my school aid proposals for 1871-72
is a requirement that 5% of the $22.5 million propos ed appropriation be used for
experiments with educational performance contracts. This approach, emphasizing pu-
pil achievement, particularly in the basic skills of reading and mathematics, will
enable teachers to focus directly on objectives and results.

EXTENDED SCHOOL YEAR

A task force of school superintendents is preparing legislation for the current
session which would allow extended school year programs for those districts desiring
them. I strongly support this effort and urge your support of legislation to en-
courage districts throughout the state to develop extended school year programs
which will better utilize facilities and better serve children.

TEACHER CERTIFICATION

Critics of the current teacher certification system have argued that the "edu-
cational establishment" has a stranglehold on entrance requirements, as well as ca-
reer advancement, which protects the status quo at the expense of improving the qual-
ity of teaching. -

Michigan should be particularly sensitive to this criticism because, of the ten
largest teacher training institutions in the nation, four are in Michigan.

The State Board of Education is ultimately responsible for adopting the adminis-
trative code governing teacher certification, and I will urge the board to make sure
that prospective teachers with broad backgrounds in the liberal arts and with exper-
ience in occupations are not denied certification merely because they did not have
an opportunity to enroll in numerous teacher training courses in a school of educa-
tion.

DETROIT DECENTRALIZATION

I have recommended in my budget $500,000 of state funds to assist with the Le-
gislature-mandated Detroit school district decentralization. Coupled with expected
funds from federal as well as private sources, Detroit should be able to provide the
nation with an effective decentralization example.
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NEIGHBORHOOD EDUCATION

Michigan's Neighborhood Education Authority, authorized last year by the Legis-
lature at my request, has moved carefully and thoughtfully.

The first such education center is now operating in Pontiac, and I urge that
this experiment be continued and expanded elsewhere.

HIGHER EDUCATION

> During the past two years, much of our attention has been concentrated on ele-
:ei::m and secondary education. We must also be concermed about education beyond
school.

In order to plan before we act, I will establish a Commission on Higher Educa-
tion in Michigan. Its responsibilities will include:

1. To suggest goals and objectives of all post-secondary education
in Michigan.

2. To assess the current and projected supply of, and demand for,
educational services beyond high school.

3. To recommend effective patterns of governance and management
for individual institutions and for state policy-making.

4. To develop recommendations for the financing of post-secondary
education.

This Commission, which I will announcs shortly, will include about 20 members,
with high level staff support.

I strongly urge the lLegislature to support my request for $100,000 for the

1971-72 fiscal year to finance the operation of this Commission, which would be re-
quired to complete its work before the summer of 1972.

CONCLUSION

The evidence of a mounting school crisis is upon us - in resistance to property
tax increases for school operation - in rapidly-escalating conflict between school
boards and teacher organizations - in collective bargaining whipsaw effects that are
forcing too many districts into deficit financing - in student disorders - and, above
all, in growing public dissatisfaction with our educational processes.

It is not enough to deal with these problems piecemeal; nor is it enough to deal
with them on a one-year basis.

Nothing less than major reform will be sufficient and nothing less than immed-
jate comprehensive action will be acceptable to the people of this state.

I will seek, and I will welcome, a full discuseion with members of the Legisla-
ture on these proposals, and on any other proposals which you have.

This must be a year in which we implement new educational approaches which are
more responsive to the diverse needs of our state and society.

Our children, and generations yet unborn, deserve nothing less.
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GROWTH POTENTIAL OF GOVERNOR'S RECOMMENDATIONS

Estimated Revenue Yields of a 2.3 Per Cent
Personal Income Tax and a 26 Mill
Property Tax on Non-business Property

(In Millions)

Fiscal Difference detween
Year 2.3 Per Cent 26 ¥Mills Income and
Bnding Personal Income Tax Property Tax Ppoperty Tax
1973 $ 618 $ 818 $ o
197% 677 668 9
1975 743 707 36
1976 814 749 65
1977 888 793 a5
1978 971 8ho 131
1979 1,056 869 167
1980 1,150 ok 206
Total for Periods $6,917 $6,208 8709

The substitution of the personal income tax for the school operating millage
on non-business property at equivalent yield rates for fiscal year 1972-73
will yield greatly different amounts in subsequent years, By fiscal year
1979-80, a 2.3 per cent personal income tax will yield over $200 million more
per year than a 26-mill average levy on non-business property, Over the
eight-year period ending fiscal year 1979-80, the personal income tax will
generate over $700 million more than the total for a 26-mill levy for the
same period. In order for the property tax to yield as much as the personal
income tax during the period, the average millage rate would have to be in-
creased each year to an average of nearly 32 mills in fiscal year 1979-80,

23 per cent higher than the estimated average rate of 26 mills in fiscal year

197273,
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IMPACT OF GOVERNOR'S PROPOSAL ON TYPICAL FAMILIES

Complete Removal of School General
Operational Property Taxes and
2,3 Per Cant State Personal

5 Income Tax Rate
School Operating Property Tax Willage

Income. Value
y of 7 undar 15 2 2 ]
$ 4,000 - $10,000 | $ - 38 $-63 $-8 $ -3
$ 6,000 - $22,000 - 7 - 37 - 67 - 97
$ 8,000 - $16,000 + 9 - 81 - 71 =111
$12,000 - $24,000 + 0 - 19 -7 -139
$20,000 - $30,000 +160 +108 + 30 - 45

Income Value
y of 7 over 15 20 i} 3
$ 4,000 - $10,000 $-175 $-100 $ -125 § =150
$ 6,000 - $12,000 - 62 - 92 «122 -152
$8,000 ~ $16,000 - 48 - 86 =126 =166
$12,000 - $24,000 - 14 - 7% 134 -19%
$20,000 = $30,000 +125 + 50 - 25 -100

Income Value
Faally of 3 15 2 i} )
$ 4,000 - $10,000 $ -~ 68 $-91 $-116 $-1a
$ 6,000 - $12,000 - 35 - 85 - 95 =125
$ 8,000 - $16,000 - 19 - 59 - 99 -139
$12,000 - $24,000 + 13 - 47 -107 -167
$20,000 - $30,000 +152 + 77 + 2 - 73
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GOVERNCR'S mm%uous FOR
TAXATION OF BUSIN

The taxation of businesses is by far the most complex of the issues being consi-
dered. The complete removal of school operating taxes would resuit in a net tax
reduction to the business comunity of approximately $500 million. This reduction
must be offset by some other form of taxation. Although the corporate income tax
comes immediately to mind, one must reject this tax as a method of raising this
amount of revenue, The rate of the corporate income tax would have to be so high
that the announcement effects on the business climste and instability of the tax
source prevent my acceptance, As a result, some additional type of tax on business

must be considered. The approach recommended to offeet the $500 million reduction
is a value-added tax,

While this type of tax has received little serious attention in the U, S., value~
added taxation has been widespread in Eurcpe for several years, especially among
the Common Market members.

The adoption of a value-added tax in Michigan in lieu of the current property tax
offers many attractive festures. These features are presented delow,

Neutrality -« A general value-adjed tax is neutral batween alternative investments
and types of business; that is, it does not discriminate between capital or labor
intensive production. The property tax, however, does discriminate in favor of

the latter since each addition to a firm's physical equipment is subject to the tax,
In contrast, the soft industries (such as retail trade and services) which are rela-
tively labor intensive do not pay as large a tax, although they may be equally pro-
fitable and consume the saxe amount of public services.

%ual%- It has long Deen a well-established fact that the property tax is very in-
table in that it does not treat equals as equals, Because of the difficulties
of properly sssessing the base (due in large part to the reliance on individual
judgment), identical property in differemt locations may well be, and indeed most
conmonly is, taxed at greatly divergent levels, The value-added tax avoids these
problems since its base is well-defined.

Revenue Growth - The value-added tax offers a higher growth rate than the property
tax. In general, one could expect a value-added tax to grow at a rate approximating
the growth of the economy.

Long~-run Economic Growth - As mentioned previocusly, the property tax discriminates
against real investment. Since the tax is in essence a capital levy, it discourages
capital expansion. As a corollary, it rewards capital consumption - the deteriora-
tion of the imner city of Detroit and the lack of incentives to remnovate slums be-
ing cases in point. A value-added tax, on the other hand, does not have this ef-
fect since it is levied on economic activity. As a consequence, the substitution
of a value-added tax for the general property tax will stimulate investment in Mi-
chigan relative to other states and the curremt; tax structure.

Simplicity -~ The value-added tax is very simple to administer, requiring no compli-
cated assessment techniques as does the property tax, Furthermore, it would impose
little additional paperwork on either the part of the taxpayer or the State of Mi-
chigan since the necessary information for computing the tax is required for £illing
out the curremt corporate income tax,

Rates - Assuning the complete removal of the non-residential portiom of school oper-
ating property taxes and reduction of the corporate franchise tax, it would require
a value-added tax of around 2 per cent to yieid an equivalent revenue,
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TﬂgﬁGOVERNOR'S EDUCATION FINANCING PROPOSAL

The governor has proposed a new system of financing public education in Michigan. As

a first step in the implementation of his program, the governor has proposed by ini-
tiative petition a constitutional amendment which would replace the present Article IX,
Section 6, of the constitution of 1963, which establishes property tax millage limita-
tions with a new provision establishing new property tax limitations., The proposed
amendment also prohibits, with certain exceptions, the levy of local general ad valorem
taxes for general elementary and secondary public school operation purposes and pro-
vides that the legislature shall establish a program of general state taxation for

the support of elementary~secondary public school districts,

The governor has outlined proposals for the distribution of state funds to local school
districts to finance elementary-secondary education operating costs and has proposed
new and incre~sed state taxes to raise the necessary funds. The initiative petition to
amend the constitution is in final form and is being circulated, but the necessary
legislation to implement the overal’ program has not yet been submitted to the legis~-
lature in bill form. Thus, some details of the proposed legislative program are still
lacking and analysis of these proposals must relate to the concepts involved and such

details as have been released.

This memorandum presents analyses of the governor's proposals: 1) on property tax
limitations; 2) for state support for elementary~-secondary education; 3) for new and
increased state taxes to support public education; and, 4) compares the governor's
proposed constitutional amendment with an amendment being proposed by the Michigan

democratic party.

1t should be noted that propenty taxes Levied for debt senvice and property
taxes imposed "by any city, village, charter county, charter township, other
chanten authonity on othen authority, the Zax Limiations of which are
provided by charter orn by genenal Law” are specifically excluded grom consii-~
tutional millage Limitations in the present constitution and both the
governon's proposed constitutionak amendment and the Michigan democratic
party proposed amendment continue this exclusion. In 1970, taxes Levied for
these purposes that are excluded grom the constitutional millage Limitations
totatled about $600 million, which is almost one-thind of tolal property tax
taxes Levied and represents an average state tax rate of 15.7 miths,

The discussion and comparisons in this memorandum deal only with property
taxes subjected to the present and proposed constitutional millage Umita~
tions and do not deal with property taxes specifically excluded from the
constitutional Limitations.
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THE GOVERNOR'S PROPOSED PROPERTY TAX LIMITATIONS

The constitutional amendment proposed by the governor would replace the present con-
stitutional limitations on property taxes (Artixle IX, Sec. 6) with a new set of
limitations.

The governor's proposed constitutional amendment would make the following changes in
millage limitations effective January 1, 1973:

1. Replace the present 15 (or alternate 18) mill limit that may be levied
without voter approval with a 14 mill limit.

2, While the present constitutional 15 (or alternate 18) mill limit ig
shared by and allocated among the counties, townships and school
districts, the proposed 14 mill limit that can be levied without voter
approval is made up of specific allocations to counties (8 mills) and
to townships (1! mills) and a general allocation of 45 mills for
specialized educational purposes (intermediate school districts ar
vocational, special and compensatory education programs) .

3. The proposal would replace the present authorization of up to 3> il
mills that may be levied with voter approval for county, township a..d
education purposes, with an authorization of up to 12 mills for mil-
lage that may be levied with voter approval--not to exceed 6 mills for
counties and townships and not to exceed 6 mills for elementary-
secondary school enrichment programs,

4., The overall millage limit for county, township and school operating
purposes would be reduced from the present 50 mills to 26 mills,
except on business property where the new limit would be 52 mills,

5. Community colleges which are subject to the present 50 mill limit
would be exempt from the proposed 26 mill limit for county, township
and school operating purposes,

6. The proposed amendment would permit the legislature to impose a
uniform statewide property tax on business property of not to exceed
26 mills for public education operating purposes, which would be in
addition to authorized local millage.

7. With the exceptions noted above (up to 6 mills for enrichment, &
mills for specialized education programs, and 26 mills for a business
property tax), the proposed amendment would prohibit the levy of
property taxes for elementary and secondary public school operating
purposes,

The proposed constitutional amendment continues the present exclusion from consti-
tutional millage limitations of taxes levied for debt service and taxes imposed ''by
any city, village, charter count:, charter township, other charter authority or
other authority, the tax limiations of which are provided by charter or by general
law," and adds community college districts to this category of units of government
that are exempt from constituticual millage limitationms,
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Table 1 presents, in summary form, a comparison of the overall millage limits for
county, township and school-education purposes as provided in the present constitu-
tion and the millage actually levied for these purposes in 1970 with the millage
limitations provided in the governor's proposed constitutional amendment.

Table 1

Summary Comparison of Millage
Subject to Constitutional Millage Limitations
Under Present Constitution and Governor's Proposed Amendment?@

Present Constitution Governor's
Legal Actual Avg. Proposed
Limit Rate in 1970 Legal Limit

Millagg Levied Without Vote
of the People

County ( 5.60 8.00
Township? (15-18 1.19 1.50
School=-education ( 9,01 4,50
Total 15-18 15,80 14,00
Extra Voted Millage
County b ( 0.63 ( 6.00
Township (35-32 1,63 ( °°
School~-education ( 16,67 6.00
Total 35-32 18,93 12,00
Total Millage
County ( 6.23 (
Township? ( 50 2.82 (1350
School--education ( 25,68 10,50
Total for Non-Business
Property 50 34,73 26,00

Business Property Tax for
Public Education Operating
Purposes - o 26,00

D ——————

Total for Business Property 50 34.73 52.00

4The comparison shows only property taxes subjected to the present and
proposed constitutional millage limitations and does not show property
taxes specifically excluded from the limitations (see text).

bThe millage rates shown for townships are those applicable to the state

equalized value of property located within townships and do not apply
to property within cities,
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Property Taxes for Education Purposes

The millage levied by local school districts, intermediate school districts and
community college districts for operating purposes is now subject to constitu-
tional millage limitations. In 1970, the most recent figures compiled by the state
tax commission, the total property tax levy for these units was $990 million
(excluding debt and building and site) or an average state tax rate of 25.65 mills,
While the tax commission does not break down these figures in detail, the approxi-
mate levy for each purpose in 1970 and an estimate for 1971 are shown below:

1970 1971
(millions)
Local School District Operating Levy $926 $1,029
Community College Operating Levy 27 31
Intermediate School District Operating Levy 37 48
Total Levy $9902 $1,1082

aFigures exclude levies for debt service, which are exempt from
constitutional millage limitations; and for building and site.

The approximate state average tax rates for these education purposes in 1970 and
1971 would be as follows:

1970 1971

(mills)
Local School District Operating 24,02 24,71
Community College Operating .70 75
Intermediate School District Operating .96 l.15
Total Millage 25,68 26,61

The operating levies and millages for local school districts and intermediate school
districts include monies for special education, vocational education and compensatory
education as well as for genural operating purposes,

Governor's Proposal

Under the governor's proposed amendment "the levy of general ad valorem taxes for
general elementary-secondary public school operation purposes, as defined by law,

shall be prohibited" . . . "except that up to 6 mills may be imposed for enrichment
purpcses with voter approval." The governor's proposal also provides that not to
exceed 4} mills may be imposed "for intermediate school district, vocational education,
special education and compensatory education purposes, as defined by law." The
governor's proposal exempts community college districts from the constitutional millage
limitations and subjects them to tax limitations provided by charter or by general law,
The governor's proposal authorizes a statewide property tax of not to exceed 26 mills
on business property for public education operating purposes which would be in addi-

to the other property taxes authorized,

-4 -
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Local and Intermediate Schools. Under the governor's proposal the present levy of
operating millage for local school district operating purposes and intermediate school
districts (estimated 25 mills in 1970 and 25.86 mills in 1971) would be replaced with
an overall limit of not to exceed 10! mills, Of this overall limit of not to exceed
10! mills, up to 4} mills could be levied without voter approval for intermediate
school district and vocational, special and compensatory education purposes as defined
by law and up to 6 mills could be levied with voter approval for elementary and
secondary public school district program enrichment purposes. The proposed amendment
provides that the 6 mills for enrichment purposes shall be "equalized by law." This
would provide a state guaranteed yield per mill per pupil for the 6 mill enrichment
tax with the state making up the difference between the guaranteed yield and the
actual yield.

The governor's proposal would result in a net reduction in the state average tax rate
of a minimum of 15.36 mills (25.86 minus 10.50) in present locally levied "school"
property taxes and the reduction would be greater if the legal maximum levy of 10
mills under the proposed constitution were not utilized. For example, if the state-
wide average levies for specialized education purposes were 3 mills (two~thirds of the
4.5 mills maximum) and for elementary-secondary enrichment were 2.00 mills (one-third
of the 6 mill maximum) the average reduction in school property taxes would be 20,86
mills (25.86 minus 5).

The maximum average reduction in locally levied education millage under the governor's
proposal would be 25.86 mills assuming no property tax levies for enrichment or for

the specialized education purposes. Since intermediate districts are now levying an
average state tax rate of 1.15 mills and since under the governor's proposed distri-
bution formula a number of school districts would apparently have to levy at least a
part of the 6 mills for enrichment in order to maintain their present level of expendi-
ture per pupil, it does not appear that the maximum potential reduction could be
realized.

It should be noted that the figures cited above are based on statewide averages., The
actual operating millage imposed by the more than 600 local school districts varies
widely from a low of 3 mills to a high of 37.9 mills in 1971 so that the size of the
millage reduction would vary greatly.

Community Colleges. The millage imposed for community colleges (state average rate of
0.75 mills in 1971) would not be subject to the constitutional millage limitations
under the governor's proposal, but would be subject to statutory or charter limitations,
Under present law community college districts can levy up to 5 mills with voter
approval. Under the governor's proposal the legislature could determine the millage
liritations for community colleges and whether or not they would be subject to approval
by the voters,

Business Property tax for School Operations. The governor's proposed constitutional
amendment adds a new provision which would permit the legislature to 'levy for public
education operating purposes a uniform statewide general ad valorem tax on real and
tangible personal property not now exempt at a rate not to exceed 26 mills on the
proportion of true cash value thereof provided by law pursuant to article IX, Section 3
of this constitution, provided that property used for residential purposes and property
used for agricultural purposes, as defined by law, and property included under Article
IX, Section 4 shall be exempt."
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Thnis portion of the amendment would authorize the legislature to impose a statewide
property tax of up to 26 mills on business property for public education operation
purposes, Assuming that the definitions of "residential” and "agricultural®
property that are exempt from this tax are similar to the definitions used by the
state tax commission, the base of this tax would be commercial, industrial and
utility property. In 1971 the state equalized value of commercial, industrial and
utility property was $18.71 billion which represented 45 percent of the total state
equalized value, A 26 mill tex on such property would yield about $487 million.

The present constitution, Article IX, Section 3, provides that all property
that is not exempt from the general ad valorem property tax is subject to the
uniform rule of taxation. Under the present Michigan property tax laws all
classes of property (residential, commercial, industrial, etc.) subject to the
ad valorem property tax are required to be uniformly assessed at 50 percent

of true cash value and all classes of property within a taxing jurisdiction
are taxed at a uniform rate. The governor's proposed amendment provides for
uniformity of assessments under the business tax property tax by providing that
the tax be levied on the same "proportion of true cash value thereof provided
by law pursuant to Article IX, Section 3," which under present law is 50 per-
cent of true cash value. However, the proposed amendment authorizes a differ-
ential or non-uniform general ad valorem property tax rate, with residential
and agricultural property subject to a not to exceed 26 mill constitutional
limit and business property subject to an up to 52 mill constitutional limit.

The proposed amendment would increase the constitutional millage limitation on
business property taxes from the present 50 mills for county, township and

school purposes to 52 mills (26 mills general property tax plus 26 mills business
property tax). For education operating purposes the governor's program provides for
a total millage limit on business property of 36.50 mills (26 mills plus 6 mills
enrichment plus 4% mills for specialized education programs), In 1971 the estimated
average state tax rate for education operating purposes was 25.86 mills.

The governor has stated that the not to exceed 26 mills property tax on business
property authorized in the proposed constitutional amendment is an alternative to the
value added tax recommended by the governor as a source of replacement revenues for
the present levy of general ad valorem property taxes for school operating that would
be eliminated under the proposed amendment., However, the proposed amendment does not
limit the business property tax to replacement revenues or preclude the use of both
the value added tax and the business property tax. The amendment simply restricts
the use of the business property tax to "public education operating purposes." There
is no mention in the constitution present or proposed of the value added tax. A
value added tax could be imposed by the legislature without express constitutional
authorization,

County and Township Property Taxes

The governor's proposed constitutional amendment also provides millage limitations
for counties and townships, While under the present coustitution counties and town-
ships share with schools the 15~18 and 50 mill limits, under the governor's proposed
amendment, counties and townships would have separate limitations for millage levied
without voter approval (8 mills for counties and 1l); mills for townships) and would
share up to 6 mills in taxing power with voter approval,

-6 -
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Counties

At present, the average state tax rate for county purposes is 6,23 mills, of which
5.60 mills is allocated within the 15-18 mill limit and 0.63 mills is extra voted.
The millage allocated to the 83 counties within the 15-18 mill limit varies widely
from a low of 4.2 mills to a high of 9.66 mills. Only one county (Gogebic -~ 9.66
mills) has an allocated millage that is higher than the 8 mills provided for in the
governor's petition, The other 82 counties are allocated less than 8 mills. For
1971, the allocations to counties within the 15-18 mill limits were as follows:

Allocated Mill@gg Number of Counties

4,00 - 4,99 10
5,00 - 5,99 39
6.00 - 6,99 23
7,00 - 7,99 10
8.00 and over 1

Total 83

The governor's proposal would authorize counties to levy up to 8 mills without voter
approval, This would provide additional taxing power to 82 of the 83 counties, As
compared to the present state average tax rate imposed for county purposes allocated
within the 15-18 mill limit of 5.60 mills, the proposed 8 mill limit would provide a
2.40 mill increase in county property taxing power, As compared to the total state
average tax rate for county purposes (including both allocated and extra voted mil=-
lage) of 6.23 mills, the proposed 8 mill authority would give counties as a group
1,77 mills of additional taxing power,

The proposed amendment also provides that with voter approval counties and townships
together can impose an additional 6 mills of extra voted taxes "under procedures
provided by law which shall include provisions for the allocation thereof." In 1970,
a total of 46 of the 83 counties levied extra voted millage totalling $24.2 million,
This represented an average state tax rate of 0.63 mills., The county share of the up
to 6 mill extra voted millage would be determined by statute. Under the present
constitution, counties share with townships and schools up to 35 mills in extra voted
millage.

Townshigs

Under the governor's proposal, townships would be authorized to impose a 1.5 mill
property tax and with voter approval a portion of the 6 mills in extra voted millage
that is shared with the county, In 1970, townships levied $16,1 million in property
taxes allocated within the 15-18 mill limits. This represents an average tax rate on
the state equalized value of townships of 1,19 mills (levy % township SEV). While the
amount of millage allocated to townships within the 15-18 mill limit varies somewhat
among the 83 counties (and in some cases varies within a county) in most counties (64)
townships are allocated 1,00 mill. Thus, the governor's proposed 1,5 mills of
property taxing powers for townships without voter approval would provide increased
taxing powers to most townships., However, in ten counties the present allocation to
one or more townships is 1.50 mills or greater,

Townships now levy $22,0 million in extra voted taxes, which represents an average tax
rate on the equalized value of townships of 1,63 mills (levy & township SEV) . The
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governor's proposal would authorize townships (together with counties) to impose up
to 6 mills with voter approval.

The present total township tax levy is $39.0 million or an average tax rate on the
equalized value of townships of 2,88 mills (1.19 allocated, 1.63 extra voted and 0.06
excess of roll). Under the governor's proposal, townships could levy 1.5 mills with-
out voter approval and with voter approval such additional millage as is provided by
law from within the up to 6 mill limit that is shared with counties.
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THE GOVERNOR'S PROGRAM FOR STATE SUPPORT OF
ELEMENTARY-3ECONDARY EDUCATION

In addition to proposed changes in property tax limitations, the governor's initi-
ative petition to amend the state constitution provides:

The legislature shall establish a program of general state taxation and

a method of distributing funds for the support of elementary and
secondary public school districts to assure equal and quality educational
opportunity for all students,

The governor has announced proposals to implement this portion of his proposed
program. These proposals include a method of distributing state collected revenues
to local school districts to provide funds for school operations and recommend
sources of new or increased state taxes to provide replacement revenues for present
local school operating millage. Neither the governor's proposed distribution formula
nor his tax proposals have been submitted to the legislature in bill form to date.
Thus, analysis of these proposals is based on the concepts and specifics presented

by the governor,

The governor's proposals for financing elementary-secondary education include the
following major elements:

1, Elimination of the present locally levied and collected property
tax for elementary-secondary school operating purposes,

2., To provide replacement revenues the governor has proposed the
adoption at the state level of an increase in the rate of the
present state personal income tax and the adoption of a new state
tax on business in the form of either a value added tax or a
statewide tax on business property.

3. The state would assume the responsibility for financing basic
elementary-secondary school operating costs under a foundation
program with the state funds distributed to local school
districts under a three-part formula that would provide state
allocations for professional services, for non-professional
services, and for non-salary costs.

4, Local districts could supplement or "enrich" the basic state
foundation grant by levying up to 6 mills with voter approval
for "elementary and secondary public school district program
enrichment purposes, as defined and equalized by law.'" The state
would equalize the yield of the enrichment millage by making up
the difference between the actual yield per pupil and a fixed
yield per pupil,

5. In addition to the foundation program, the state would also
provide state aid to local school districts for transportation.

6. Up to 4} mills could be levied '"by any taxing unit" without
voter approval to provide funds for "intermediate school district,

vocational education, special education and compensatory education
purposes, as defined by law."

-9 -

o 110




7. The state will provide financing for pre-kindergarten programs for
four-year olds.

Present Method of Financing
Schiool Operating Costs

Elementary-secondary educational services are provided by 624 local school districts
to the 2.2 million children enrolled in public schools. In 1970-71, the latest year
for which detailed information is available, total expenditures for elementary-
secondary education were about $2.5 billion including operating, pension, building
and site, and debt retirement costs. These expenditures were financed from local,

state and federal revenues and-from borrowing for building and site purposes.

Expenditures

Table 2 shows total expenditures in 1970~71 by local school districts plus pension
and social security contributions paid directly by the state.

Table 2

LElementary-Secondary School Expenditures in 1970-71

1970-71 Expenditures

(1111lions)
General Fund
Instruction
Salaries $1,274.5
Other Instructional Costs 34.2
Total Instruction $1,358.7
Other Current Expendituresl 431.4
Total Current Expenditures $1,790.1
Other General Fund h‘xpenditures2 119.4
Total General Fund Expenditures $1,909.5
Debt Retirement Lxpenditurcs " 161.9
Building & Site Expenditures 261.4
Total Expenditures of
Local School Districts $2,332.8
Pension & Social Security
Costs Paid by State _155.2
Total Expenditures for
Elementary~-Secondary Public Schools $2,488.0

lOthcr current expenditures include administration, attendance, health,
transportation, operation, maintenance and fixed charges.

ZOthar general fund expenditures include capital outlay, community
scervices and student scrvices.

- 10 -
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0f this $2.5 billion total, expenditures for debt and for building and site purposes
totalled $433.3 million, while general fund expenditures ($1,909.5 million) and
pension and social security contributions ($155.2 million) totalled $2,064.7 million.

In 1970-71 local school districts spent $1,8 billion for current operating expendi-
tures, which represented a statewide average operating cost of $822 per pupil.
Current operating expenditures per pupil varied widely among the school districts.
In the 527 K-12 districts, which enroll 99.4 percent of the total number of pupilé,

current operating expenditures ranged from a low of $541 per pupil to a high of
$1,427 per pupil.

The governor's proposed program for education is directed primarily towards that
portion of present expenditures that falls in the category of "current expenditures"
which involved $1,790.1 million in local school district expenditures in 1970-71. It
should be noted, however, that the financial reporting categories presently used do
not fit the categories involved in the governor's proposed program.

The governor's program apparently does not specifically cover expenditures for
"other general fund expenditures' of $119.4 million (capital outlay, community
services and student services), for debt retirement ($161.9 million), for building

and site expenditures ($261.4 million) or for pension and social security costs
($155.2 million).

Revenues

The total $2.5 billion expenditure for elementary-secondary schools is financed from
a variety of revenue sources. Debt retirement fund expenditures are financed
primarily by local property tax levies ($149 million in 1970-71), while building

and site fund expenditures are financed primarily through sale of bonds ($208 million
in 1970-71), earnings on investments ($25 million) and building and site fund property
tax levies (516 million).

General fund revenues of local school districts in 1970-71 totalled $1,878.4 million.
Table 3 shows the major sources of general fund revenues in 1970-71 (see page 12).

State aid to local school districts plus state pavments for pension and sccial
security costs total $910 million and represent about 45 percent of the total revenues
required for general purposes. Local property taxes provide $931 million or 46 per-
cent. Federal aid accounts for about 4 percent of general revenues, while all other
sources combined account for 5 percent.

Direct state aid to local school districts in 1970-71 of $754.8 million included

$667 million in membership allowances and about $98 million in special categorical
program grants (e.g., compensatory and special education, transportation, etc.).

The state made a direct contribution of $155 million to fund school employces pension
and social security costs. In 1970-71 direct state aid to local school districts
(K-12) ranged from a low of 34 per pupil to a high of $621 per pupil, with a state-
wide average (mean) of $346 per pupil. State payments of pension and social security
costs for local schools of $155 million represented an additional $71 per pupil in
state aid.

The governor's proposals for changes in educational financing are specifically
directed to that portion of local school district general fund revenues derived from
the property tax for school operating purposes ($931.5 million in 1970-71, but see
footnote Table 2) and from direct state aid ($754.8 million *n 1970-71), or a total of
$1.7 billion in revenues.
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Table 3

General Fund Revenues of Local School Districts
in 1970-71 by Major Sources

Revenue
(Millions)
Local Sources
Property taxes! $931.5
Tuition from patrons 5.5
Revenue from revolving funds? 76.6
All other local revenues 23.4
Total Revenue from Local Sources $1,037.0
Intermediate Sources 3.4
State Aid 754.8
Federal Aid 81.0
Gifts and Bequests 2.2
Total General Fund Revenues of
Local Districts _ $1,878.4
Add State Aid for Pension and
Social Security 155.2
Total Revenues for General Purposes $2,033.6

l'I‘he $931.5 million reported by local school districts as property
tax revenues includes collections from the current tax levy, col-
lection of prior year taxes and interest and penalties on delinquent
taxes. It also includes any taxes levied by local school districts
for community college operations and for public library operations
where the local school districts provide these services.

2Revolving fund revenue includes revenues from food services, book
stores and student body activities.

The governor's proposals would apparently not specifically affect local district
general fund revenues from tuition ($5.5 million), revolving funds ($76.6 million),
other local sources ($23.4 million), federal aid ($81.0 million) or gifts and
bequests ($2.2 million)--a total of about $190 million in present general fund
revenues. The governor's program would not affect $157.8 million in debt retirement
fund revenues. Present building and site fund income from sale of bonds would not
be directly affected by the governor's proposals, but the present levy of $16.6
million in local property taxes for building and site fund purposes would apparently
be prohibited unless such purpose is included within the millage permitted for
"enrichment purposes.' The governor has not proposed any change in the present
system of state payment of all pension and social security costs for local school
districts.,



The Governor's Proposed Method of Financing
Elementary-Secondary School Costs

The governor's proposals for education financing provide that the state would assume
the primary responsibility for financing the current operating expenditures of local
school districts through direct state grants to the local districts. This would
replace the present system of financing current operating expenditures through a
combination of local property taxes and state aid. While under the governor's pro-
posal local school districts would be able to levy up to 6 mills in local property
taxes with voter approval for school "enrichment purposes,' the basic costs of
operating local schools would be paid by the state. The governor has proposed

state supported foundation programs to provide state funds for professional services,
for non-professional services and for non-salary costs. In addition, the state would
provide funds for transportation and for enrichment equalization.

Foundation Program for Professional Services

The governor has proposed that the state provide funds to local school districts to
hire 47 professional employees per 1,000 pupils enrolled. Apparently "professional
employces" would be defined as those with teaching certificates whether serving in
teaching, administrative, supervisory or other special assignments. Local school
districts would receive state funds only for professional employees actually employed,
but not to exceed 47 professionals per 1,000 pupils. Thus, a district with 1,000
pupils that acuually employed only 40 professionals would receive reimbursement for
40, while a district with 1,000 pupils that had 50 professionals would receive reim-
bursement only for 47. Forty-seven professional employees per 1,000 pupils would
provide a professional-pupil ratio of 1:21+.

wumber of Professional Empleyees. In 1970-71 local school districts employed about
101,70 professional employees or a statewide average of about 46 professionals per
1,000 pupils. However, individual school districts vary widely in their professional-
pupil ratio, ranging from a low of 30 professionals per 1,000 to a high of 70. The
governor's proposal of state funding of 47 professionals per 1,000 pupils would make
available to local districts enrolling over one-half of the students in the state

the opportunity to increase the number of professional employees. In 1970-71,
according to figures compiled by the executive office, 59 percent of the pupils in
the state were attending school in districts with 47 or less professionals per 1,300
pupils. One-quarter of the pupils were enrolled in districts with 41 or less. ‘'thus,
under the governor's proposals districts enrclling 59 percent of the pupils would
receive state funds to enable them to increase or maintain the number of professional
emplovees per 1,000 pupils. These districts employed about 55,000 professionals in
1970-71 and under the governor's proposal would receive state funds to hire up to
about 61,000, an increcase of about 6,000 professional employeces.

Since under the governo.'s proposal the state would provide reimbursement for a

maximum of 47 professinnal employees per 1,000 pupils, local districts with more than
47/1,000 would not receive state reimbursement for professional cmployees in excess

of the 47/1,000 ratio. In 1970-71 about 41 percent of the pupils in the state were
enrolled in districts employing more than 47 professionals per 1,000 pupils. 1In
1970-71 these districts employed about 46,000 professionals, while under the governor's
proposal they would reccive state reimbursement for about 42,000 professiomals, or
4,000 fewer than were employed in 1970-71. If thes2 districts wished to continue to
provide more than 47 professionals per 1,000 pupiis (or if any of the other districts
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wished to provide more than 47/1,000), they could do so with voter approval by using
the local millage that would be authorized for "enrichment purposes' under the
governor's program.

The governor's proposal would provide state foundation support for a total of about
103,000 professional employees, a net increase of about 2,000 over the 101,000 pro-
fessionals actually employed in 1970-71. However, it should be noted that while
exact data are not available, the approximately 101,000 professional employees in
1970-71 included 2,000 or more paid for by special federal program grants and about
99,000 paid from state and local funds. Federal grant programs normally prohibit
the substitution of federally funded employees for those financed from state ana
local funds, since the federal grants are designed to supplement rather than supplant
state-local efforts. Thus, the 99,000 professional employees financed from state
and local funds in 1970-71 represented a statewide average of about 45 per 1,000
pupils. If the governor's program provides funding for 47 professionals per 1,000
pupils from state funds alone (excluding federally financed positioms), it appears
that the net increase in state funded positions would be about 4,000 (an increase
from 99,000 to 103,000) instead of the approximately 2,000 net increase projected.
If it is arbitrarily assumed that three~fourths of the federally funded positions
are in districts with less than 47 professionals per 1,000 pupils and one-quarter
are in districts with more than 47/1,000, the total number of professional employees
and the increase under the governor's program might approximate the following:

Table 4

Estimated Humber of Professional Employees
in 1970-71 and 1971-72%

1971-72
Governor's
1970~-71 Program
Estimated Projected Increase
In districts with less than 47
professionals per 1,000 pupils
State (local) funded 53,500 61,000 +7,500
Federally funded 1,500 1,500 -
Total 55,000 €2,500 +7,500
In districts with more than 47
professionals per 1,000 pupils
State (local) funded 45,500 42,000 -3,500
Federally funded 500 500 .
Total 46,000 42,500 -3,500
Total--All districts at 47/1,000
state funded positions
State (local) funded 99,000 103,000 +4 ,000
Federally funded 2,000 2,000 -
Total 101,000 105,000 +4 ,000
Add positions funded from local
enrichment millage to maintain
present staff in districts over
47/1,000 - +3,500 +3,500
Total 101,000 105,500 +7,500

*
See text for basis of estimates.
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As shown in Table 4, when the estimated number of federally funded professional
employees is excluded, an increase of about 7,500 professional employees financed
from state funds would be required to bring districts with less than 47 professionals
per 1,000 pupils up to that level. State foundation support of about 103,000 pro-
fessional employees would be required to maintain a ratio of 47 professionals per
1,000 pupils in all districts, which is an increase of about 4,000 positions over the
number financed from state and local funds in 1970-71. If districts with more than
47/1,000 in 1970-71 maintain their present staffing level an additional 3,500 pro-
fessionals would have to be financed from local millage for enrichment purposes.

Reimbursement Allowance. The governor's program provides that the reimbursement to
Jocal school districts for up to 47 professional employees per 1,000 pupils would be
based on a professional service allowance. Thé professional service allowance would
vary among districts to reflect both regional variations in salary levels and differ-
ences in the experience and training of the professional employees of the various
school districts. Salaries now paid by local school districts reflect both regional
differences and experience-training differentials.

Under the governor's proposal the present 59 intermediate school districts would
serve as 'regions." In order to determine the professional allowance reimbursement
in the first year of the program the average salary paid professional employees in
each school district within each region in the prior year would be adjusted by the
experience and training of the professional employees of the district to determine
the highest average base salary within each region. The highest average base salary
paid by any district within the region in the prior year would provide the base
professional allowance for all the districts within the region for the next year.
The reimbursement to each district within the region would be the base professional
allowance adjusted by the experience-training factor of its professional employees.
In addition, the governor's proposal would provide for an additional 5 percent of
base salaries to cover the costs of fringe benefits, extra-duties, and substitute
teachers.

Thus, in the first year under the proposed program the district within each region
paying the highest average base salary in the prior year would not receive any
increase in the funds available for professional services, but would receive from
the state a grant to cover its existing professional services costs (up to 47 pro-
fessionals per 1,000 pupils). All the other districts within the region would be
brought up to the level of the highest district in the region.

For example, if the highest average base salary paid to professionals by any district
within Region I in the prior year were $12,000 paid by District C, each district in
the region would receive $12,000 per professional employee weighted by the experience-
training factor of its employees as its first year allowance. If District Ain
Region I had 100 professionals (no more than 47/1,000 pupils) with an average
experience-training factor of 1.102 times the state average, it would receive a reim-
bursement of $13,200 per professional employee ($12,000 x 1.10), or a total of
$1,320,000 for its 100 professionals. In addition, it would receive an additional

5 percent of base salaries (before adjustments) to cover fringe benefit and other
costs. Thus, the total state allowance to District A for professional service would
be $1,330,000 ($1,320,000 plus $60,000 for fringe benefits). If District B in

1Assuming that 500 of thie 4,000 professionals employed in excess of the 47/1,000 ratio
are financed from federal funds, lecaving 3,500 to be financed from enrichment millage

2
The professionals in this district have 10 percent more experience-training than the
average in the state.
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Region I had an experience-training factor for its 100 professional employees of 0.90
of the state average it would receive $10,300 per professional ($12,000 x 0.90) or a
total of $1,080,000 plus $60,000 for fringe benefits and otuer costs.

In 1970-71 the average adjusted salary of professional employees statewide was about
$11,000. The highest average base salary paid professional employees in the 59
regions (intermediate districts) ranged from about $9,000 to about $13,000.

After the first year under the new program, the professional salary allowance for
each region would be established by the lecgislature. Presumably the legislature
would annually authorize such cost-of-living or other increases in the professional
salary allowances as it deems necessary. If the legislature wished to do so it could
reduce the differential among the regions by annually granting varying percentage
increases in the professional salary allowances for each region.

The professional salary allowance paid by the state to each local school district
would be paid in a lump sum to the district. The local district would retain the
responsibility for hiring employees, for collective bargaining, and for establishing
salary levels and schedules within the limits of the total professional service
allowance paid to the district. The local district would be precluded, however, from
increasing total expenditures for professional salaries above the total amount pro-
vided by the professional service allowance.

Total Cost of Professional Service Allowance. Figures released by the governor's
office show that in 1970-71 professional service costs were $1,216 million and project
that under the governor's program these costs would have been $1,330 million in
1971-72, an increase of $114 million. The governor's office estimates that $1,330
million would be the cost of raising salaries in each district to the highest average
base salary within the region and of providing state financing for 47 professionals
per 1,000 pupils in all districts within the state.

However, as previously noted the 1970-71 cost figure includes about 2,000 professional
employees financed from federal funds at & cost of about $22 million. Thus, the
increase in costs financed from state funds would be about $136 million instead of

$114 milliom.

The $1,330 million of state foundation support for professional service would provide
about 103,000 prcfessional employees (47 per 1,000 pupils), or about 4,000 more than
were financed from state-local funds in 1970-71. If the districts employing more than
47 professionals per 1,000 pupils wished to maintain their present staffing levels,

financing would have had to be provided from voter approved local miliage for enrich-
ment purposes (equalized by the state). This would add about $39 million to total costs.

Thus, the combined state and local cost for professional services in 1971-72 under

the governor's program would have been about $175 million higher than the state-local
costs in 1970-71.

won-Professional Service Alloﬁance

The governor's program would also provide state funds to local school districts to
cover the costs of non-professional personal services performed by clerical, custodial,
maintenance and other non~certified personnel. This allowance for each district would
be based on a percentage of the professional service allowance of that district.
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The governor has proposed that the non-professional service allowance be 20 percent
of the professional service allowance for salaries “efore adjustments for the
experience-training factor or the additional 5 percent allowance for fringe benefits.
Thus, a district with a base professional service allowance of $1,200,000 (before
adjustments) would receive from the state $240,000 for non-professional services.

The governor's staff estimates that the cost of the non-professional service allow-
ance would total about $242 million. This is about $22 million more than local
districts spent for non-prcfessional services in 1970-71.

Non-Salary Costs

The governor has proposed that thie state provide funds to local districts to cover
non-salary costs (materials, supplies, textbooks, heat, light, etc.) on the basis
of $100 per pupil. This would have required a state payment of about $222 million
in 1971-72, which is $17 million more than the cost in 1970-71.

Pre-kindergarten Programs

The governor is proposing that the state provide financing to local districts for
pre~kindergarten programs for four-year old children. The costs of this program
are included in the cost projections for professional service, non-professional
service and non-salary cost allowances. Four-year olds enrolled in pre-kindergarten
programs, which would be half-day programs, would be counted as one-half pupil and
pupils enrolled in kindergarten would also be counted as one-half pupil. Since
kindergarten pupils are now counted as a full pupil in enrollment figures (even
though they attend only one~half day), the total count of the number of pupils
enrolled would not increase by adding to the count four-year olds enrolled in
pre-kindergarten programs, if both kindergarten and four-year olds are counted as
one-half. 1In fact, the total count of pupils enrolled would probably decrease
since the number of four-year olds enrolled would probably be less than the number
now enrolled in kindergarten. This would tend to reduce state costs below the
projected levels.

Transportation

The governor has proposed that the state assume responsibility for funding trans-
portation services provided by local school districts. Local districts would
operate the transportation services, but the state would presumably provide funds
only for state approved transportation services. In 1970-71 local school districts
reported expenditures of $63 million for transportation services with the state
providing about $28 million of this amount in state aid. The governor's staff has
estimated the cost of providing transportation services in 1971-72 under the
governor's program at' $7¢ nillion.

Program Enrichment

The governor's proposed constitutional amendment to Article IX, Section 6 of the
constitution provides that 'under procedures provided by law any school district

may impose in any one yecar not to exceed 6 mills for elementary and secondary public
school district program enrichment purposes, as defined and equalized by law, if
approved by a vote of a majority of the qualified nlectors of the school district
voting thereon.” Draft legislation to implement this up to 6 mills local property
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tax levy has not yet been submitted. Since the “enrichment millage' provides the
only local tax source available for general operating purposes (as opposed to the
special millage available for special, vocational and compensatory education programs),
it appears that program enrichment purposes as defined by law might be defined rather
broadly. The governor has stated that "school boards may use the enrichment funds

in any manner they choose, except to raise the salaries of staff provided under the
foundation program.” The governor has indicated that such enrichment funds could be
used to provide more than 47 professional employees per 1,000 pupils. As previously
noted districts enrolling about 41 percent of the pupils in the state now have more
than 47 professionals per 1,000 pupils and if they wish to maintain the additional
professionals would be required to use enrichment millage.

Depending on the statutory definition of "eurichment purposes' districts might also
use such funds to provide additional money for non-professional services or non-
salary costs, or to meet the costs of items not covered by state allowances. For
example, many districts now subsidize food services, student services, summer
school and adult evening education programs or provide capital outlay funds out of
current revenues. Since the governor's proposal does not provide state funding for
these costs, local districts might use enrichment millage for such purposes. Also,
a number of school districts have existing budgetary deficits and unless some other
provision is made for fuiding such deficits, enrichment millage might be used for
this purpose. The proposed constitutional amendment simply provides that "enrich-
ment purposes’ be defined by law.

The proposed constitutional amendment also provides that the up to 6 mills for
enrichment purposes is to be ''equalized by law." The governor has proposed that
the state guarantee a minimum yield of $30 per pupil per mill in order to equalize
among school districts the funds available for enrichment purposes. Thus, a
district with a state equalized value per pupil of $10,000 would still receive a
total of $30 per pupil for each mill levied under the enrichment program with the
state making up the $20 difference between the actual yield of $10 per mill and
$30. A district with a S.E.V. of $25,000 per pupil would also receive $30 per
pupil per mill with the state making up the $5 dif ference between the actual yield
of $25 per mill and $30. Districts with a S.E.V. of $30,000 or mrre per pupil would
retain all cf the local levy, but would not receive any state funds for enrichment

purposes.

The extent to which local districts will use the up to 6 mills local property tax
for enriclment purposes cannot be predicted. In 1971-72 total state equalized
valuation is $41.6 billion and public school enrollment is 2,212,977. The statewide
average S.E.V. per pupil is $18,815. 1If every district in the state were to levy
the full 6 mills it would yield about $250 million and the guaranteed minimum yield
of $30 per pupil per mill w.uld require about $150 million in state supplementation,
which would make a total of $400 willion potentially available for enrichment
purposes.

The executive office has included in their cost projections about $50 milliomn in
state funds to provide the state portion of enrichment millage. This would assume
that the statewide average levy for enrichment purposes would be about 2 mills, or
a yield from the enrichment property tax of $83 million. On a statewide average
basis the state supplement to bring the yield up to $30 per mill would be about
$11.20 per pupil per mill or a total state supplement of about $50 million if the
statewide average enrichment millage is 2 mills ($11.20 x 2 x 2,213,000). Based
on this projection of the governor's office, about $133 million might be utilized
for enrichment purposes in the first ycar (or first few ycars) out of a potential
maximum of $400 million.
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Categorical Program Support

The governor's proposed constitutional amendment authorizes up to a 4! mill property
tax levy without voter approval "by any taxing unit for intermediate school district,
vocational education, special education and compensatory education purposes, as
defined by law...." This would provide for a property tax levy of up to $88 million
(4.5 mills x $41.6 billion S.E.V.) for these purposes. These property taxes could be
levied ar provided by law "by any taxing unit’ which presumably would include the
state, intermediate school districts or local school districts.

While the details of the proposed financing of these categorical education programs
would have to be spelled out by statute, it appears that the governor's program
contemplates that the financing of the extra costs of these programs would be en-
tirely from the up to 4!s mill property tax levy, since no extra state costs for

these programs are presented in the governor's program. Pupils enrolled in vocational,
compensatory and special education programs would be inc.uded in total enrollment
figures and the state would provide the regular professional and non~-professional
service and non-salary costs allowances Thus, a maximum of $138 million from the
property tax would be available to finance the extra costs involved in vocational,
special and compensatory education programs and the operating costs of intermediate
school districts. For 1971-72 the state has appropriated about $90 million in
special categori¢al program grants for vocational, special and compensatory education
and for intermediate school districts. In addition, intermediate school districts

in 1971-72 levied about $48 million in property taxes for special and vocational
education programs and for interemdiate school district operating purposes. In
addition to the combined state-~intermediate cost of $138 million local school
districts also allocate some local revenues to these categorical programs, but the
amounts are not separately reported. Thus it appears that a sizeable portion of

the up to 4); mills for categorical programs would have to be levied to maintain
present program levels,

Summary of Costs of the Governor's Program

It is very difficult to estimate the costs of implementing the governor's

proposed education reform program. The governor's program departs from the present
system of classifying school district expenditures and it is difficult to recon-
cile present costs with costs under the proposed program. In addition, in several
areas the costs of the governor's proposals cannot be estimated from available -ata.
The governor's proposals also provide considerable discretion in certain program
areas, such as local millage for enrichment purposes. Finally, there are several
basic features of the governor's program that might have significant future cost
implications.

The governor's office has prepared figures showing the estimated costs of the
several components of the governor's program in 1971-72 as compared to actual
expenditures for comparable items in 1970-71. It should be noted that these
estimates for 1971-72 are state costs only and do not include local costs financed
from millage for enrichment or categorical program purposes. These governor's
office estimates as shown below:
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Table 5

Governor's Office Estimates of
"Cost of Providing Quality Education”
(In Millions)

Proposed
1570-71 Program
Estimates 1971-72 Increase

Professional Services $1,216 $1,330 +$114
Non-Professional Services 220 242 + 22

> Non-Salary Costs 205 222 + 17
Enrichment Equalization -0- 50 + 50

Transportation 63 70 + 7

Total $1,704 $1,914 +$210

The governor's staff has estimated that implementation of the program in 1971-72
would have cost $1,914 million in state funds, an increase of $210 million over
the estimated state-local expenditures for these same components in 1970-71.

The governor's staff estimates that since costs under the present system would
have risen by about 10 percent in 1971-72 or $170 million without any change in
the basis of support, the net increase in costs attributable to implementation of
the governor's program is only about $40 million.

The costs shown in Table 5 cover state costs for the items shown. It was previ-
ously noted that the estimate of the increase in the cost of professional services
would be at least $22 million higher than the figure shown, or about a $136 mil-
lion total increase, as a result of federally funded positions having been
included in the 47/1000 ratio. Also, a $160 million increase in professional and
non-professional salary costs would increase state costs for the payment of pen-
sions and social security by about $18 million annually. Inclusion of these two
items would make the total state cost increase about $250 million. The cost
estimates do not include any state funding of the costs of special, vocational
and compensatory education that are in addition to the regular costs covered by
the foundation program. Presumably this would be financed from the special four-
and-one-half mill property tax earmarked for these purposes in the proposed
constitutional amendment. '

The $50 million included in the governor's estimates as the state cost of enrich-
ment equalization would provide for a combined total of state and local funds for
enrichment purposes of about $133 million ($83 million from a state average rate
of 2 mills local enriclhment millage and $50 million in state matching). Between
$40 and $50 million of this total would be required to maintain present profes-
sional staffing levels in districts with more than 47 professionals per 1,000
studients, but this would leave about $90 million for other enrichment purposes.
The $83 million from local enrichment millage is not included in the cost esti-
mates shown in Table 5.

It should also be noted that the governor's cost estimates do not purport to be
total cost estimates, since they do not include local costs financed from enrich-
ment or categorical program millage or costs financed from local non-tax general
fund revenues which totalled about $110 million in 1970-71 including federal aid
and other non-tax revenues, but excluding revolvir; fund revenues. The cost




estimates also do not include the state cost for pension and social security which
was $155 million in 1970-71.

The total cost of financing public elementary-secondary education operating costs
(excluding debt and building and site) under the governor's program can be esti-
mated by starting with present costs and adding to them the cost increases resulting
from implementation of the governor's program. Since present operating costs
include the costs of providing special education, vocational education and com-
pensatory education programs and the costs of all professional personnel now
employed including those employed in districts that now have more than 47 profes-
sionals per 1,000 pupils, no additional costs need be shown for maintaining these

at present levels. Table 6 presents total cost estimates prepared by the Research
Council.

Table 6

Estimates of Total Operating Costs of Elementary-Secondary

Public Education Under the Governor's Program in 1971-72
(In Millions) -

Current Operating Expenditures in 1970-71

Local School Districts $1,790
Intermediate School Districts 348
State Pension and Social Security Costs 155
Total Present Costs $1,979
Added Costs of Implementing Governor's Program
Professional Service Allowance $ 136
Non-Professional Service Allowance 22
Non-Salary Costs 17
Pre-Kindergarten -0~
Transportation 7
Increased Pension and Social Security Costs 18
Total Added Costs $ 200

Total Minimum Operating Costs of Elementary-Secondary
Public Education Under Governor's Program $2,179

Costs of Providing New or Improved Services in
Addition To Those Shown Above
Local Prograr. Enrichment
Enrichment of Present Categcrical Programs ?
Total $ ?

aExcludes transfers to local school districts.

The figures in Table 6 suggest that total operating costs for elementary-secondary
education under the governor's program would have been a minimum of $2,179 million
in 1971-72, which is $200 million more than actual expenditures in 1970-71. The
costs of any new or improved services in the categorical programs or for enrich-
ment would be in addition to the minimum operating costs shown.
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Given the previously stated limitations in estimating the costs of an education
program such as that proposed by the governor, it appears that implementation of
the governor's program would increase costs in the first year by a minimum of
$200-5250 million as compared to the costs in the preceding year. The increase in
local school district current operating costs excluding pensions under the present
financing system has ranged between $150 and $220 million annually in each of the
past five years.

The projected $200-$250 million increase in first year costs is predicated upon
the details of the governor's program as presented. One of the key cost figures
is the professional service reimbursement allowance based on the highest average
base salary in each of the 59 intermediate school districts. Since many of the
intermediate school districts consist of a single county, the present variations
among them in the highest average base salary paid within each intermediate school
district may not reflect "regional differences" in salary levels. The present
differcnces among the several intermediate districts within the same metropolitan
area are sizeable. Any decision to combine intermediate districts into broader
regions and to bring the salaries of all local districts within the broader region
up to the level of the highest district within the broader region would add signi-
ficantly to the costs of implementing the program.

The proposal for the state to pay professional service allowances that vary among
the intermediate districts also has long-term cost implications. If there is a
tendency over time to equalize these at the highest level it will add significantly

to costs..

The proposal for local millage for enrichment purposes of up to 6 mills will also
have long~term cost implications. If the full 6 mills were utilized by all
districts, enrichment programs would add about $400 million in school operating
costs. Also, at the point at which a substantial number of districts have exhausted
the 6 mills, there will be increasing pressure for additional state funds to be
added to the enrichment program or to the foundation program or to both.
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The Governor's Revenue Proposals

The governor has proposed major changes in the revenue sources usgd to finance
elementary-secondary school operating costs. The governor's proposed constitutional
amendment would eliminate the present locally levied property tax for school operat~
ing purposes, which amounted to $990 million in 1970-71 and an estimated $1,108
million in 1971-72, The governor has recommended that this local revenue te

replaced by new or increased state level taxes imposed on individuals and on business
in the same proportion as they now pay in local property taxes for school operating
purposes,

Since business property (commercial, industrial and utility) now represents about 45
percent of the local property tax base, the governor has proposed that state business
taxes be increased by about $500 million (45 percent of $1.1 billion) to provide
replacement revenue and that state taxes on individuals be increased by about $600
million to cover the reduction in property taxes on residential and agricultural
property.

Taxes on Business

To provide the $500 million in replacement revenue for the local school property tax
on business property, the governor has proposed two alternative new state taxes on
business-~a state value added tax or a statewide property tax on business property.

The state value added tax proposed by the governor as a source of replacement revenue
for local school operating property taxes paid by business has not yet been submitted
in bill form., While details of the propcsal are not yet available, it appears that
the proposed value added tax would be imposed on the gross receipts of a business
minus the amounts paid for goods and services to other businesses, In effect, the
"'value added" by a business includes its payroll and fringe benefit costs, net

income before deduction of federal, state and local taxes, interest paid and, pos-
sibly, depreciation depending on the treatment of capital acquisitions. The tax
would be imposed on the value added that is apportioned to Michigan on a three-
factor formula., The tax would apply to both incorporated and unincorporated business.
The governor's office has estimated that a value added tax at about a two percent
rate would be needed to provide $500 million in replacement revenues for the present
local property taxes paid by business for school operating purposes. While the total
of $500 million in taxes paid by business might remain about the same under a value
added tax as compared to present local jroperty taxes for school operating purposes,
there would be considerable shifting of tax impact among various businesses., The
shifting would be both geographical and by type of industry. Geographical shifting
would result from the present wide variations in school operating millages and shift-
ing by types of business would occur as a result of the diffcorences in the amount or
proportion of value added by various types of business in relation to the property
taxes paid.

The governor's proposed constitutional amendment would permit the legislature to levy

. for public education operating purposes a uniform statewide general ad valorem tax

on business property at a rate not to exceed 26 mills. The governor has indicated
that the authorization for a business j:.operty tax contained in the proposed amend~
ment is to provide an alternative source of replacement revenue for present local
school tares on business property in the event the proposed value added tax is not
enacted b; the legislature, It should be noted that the business property tax and
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the value added tax are not mutually exclusive alternatives-~-either or both could
legally be enacted by the legislature if the proposed amendment is adopted, The
proposed amendment specifically exempts residential and agricultural property from
the tax., A statewide 26 mill tax on business property would have yielded about

$487 million in 1971. 11 effect, under this proposal, the present local property
tax for school operating purposes would b~ repealed and a new state property tax
imposed on business property. Since the siatewide average local property tax for
school operating purposes is about 26 mills (25.68 mills in 1970, 26,61 estimated in
1971), the proposed state property tax of 26 mills would provide replacement revenues
for the present local property tax for school operating purposes paid by business
property. It should be noted, however, that there would be a considerable shifting
of the property tax burden among individual businesses, since the present local
school operating tax rates vary from 3 mills to 37.9 mills., At the extremes, one
business might pay 23 mills more in property taxes and another almost 12 mills less.

Tax on Individuals

The governor has proposed that the $600 million in local property taxes for school
operating purposes now paid on residential and agricultural property be replaced by
increasing the state personal income tax. The governor's office has estimated that
an increasc in the present 3.9 percent personal income tax rate to about 6.2 percent,
an increase of about 2,3 percentage points, would be required to raise the $600
million,

The governor's proposed constitutional amendment also provides, "notwithstanding any
limitations as to rate or amount that may be imposed in this constitution with respect
to an income tax, such limitation may be exceeded, as provided by law, to provide
funds for the support of public education." This provision in the governor's pro-
posed amendment is apparently intended to nullify or override the limits on income
tax rates included in another constitutional amendment being proposed by .nitiative
petition, at least insofar as the use of the state income tax to finance public
education is concerned., The proposal to place in the constitution limits on income
tax rates (the so-called "Huber amendment") would amend Article IX, Section 7 of the
constitution, which prohibits graduated income taxes, by placing a ceiling on state
(and on local) income tax rates. The Huber amendment proposes ceilings of 2.6 per-
cent on the state personal income tax rate, 5.6 percent on corporations, and 7.0
percent on financial institutions., These are the rates that were in effect prior to
the rate increase effective August 1, 1971, which increased the state income tax
rates to 3.9 percent on individuals, 7.8 percent on corporations, and 9.7 percent on
financial institutions.

The provision in the governor's proposed constitutional amendment is apparently
designed to override any limits that may be imposed on income tax rates to permit
increases to provide funds for the support of public education. If both the governor's
proposed amendment and the proposed Huber amendment were voted on at the same election,
it should be noted that Article XII, Section 2 of the constitution provides that

"if two or more amendments approved by the electors at the same elecZion conflict,

that amendment receiving the highest affirmative vote shall prevail,"

The attorney general has been asked for an opinion as to whether the tortion of the
governor's proposed constitutional amendment authorizing an income tax for the
support of public cducation "notwithstanding any limitation as to rate or amount that
may be imposed in this constitution'" might be construed to amend or abrogate the
present constituticaal prohibition against a graduated income tax. Article IX,
Section 7 of the constitution provides, '"No income tax graduated as to rates or base
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shall be imposed by the state or any of its subdivisions." The governor's office
has stated that this was not its intent 2nd has obtained opinions from its own and
from independent legal counsel that the proposed amendment would not permit a
graduated income tax. The attorney general has not rendered an opinion as of
farch 7, 1972,

Total Additional Taxes

The gevernor's proposals for an increase in the personal income tax and for either
a value added tax or a statewide property tax on business property are designed to
provide about $1,1 billion in replacement revenue for present local property taxes
for school operating purposes of about $1.,1 biilion.

The use of an increase in the personal income tax rate paid by individuals and a
value added tax or statewide property tax on business would create some complexities
since "individuals" and "businesses" are not mutually exclusive categories {insofar a
either the income tax, the value added tax, or the property tax are conce.. »d, Busi
nesses and business property are owned by individuals as well as by corpora: s, an
corporations as well as individuals own residential and agricultural propert_,

The $1.1 billion in new state revenues for replacement tax purposes proposed by the
governor, together with the present state revenues used for financing elementary-
secondary education of about $1,050 million in 1971-72, would provide total availabil
state funds of about $2,150 million. Table 7 shows the source of these revenues,

Table 7

Source of Revenues to Finance State Costs
of Covernor's Education Reform Program

Estimated
Revenue
1971-72

(in millions)

Present State Revenues for Elementary-Secondary

Education:
School Aid Fund Earmarked Revenues
Sales Tax $434
Cigarette 23
Liquor 13
Total School Aid Fund $ 470
General Fund-General Purpose Revenues
Appropriated to School Aid Fund 579
Total Present State Revenues $1,049

Proposed Additional State Revenues for
Replacement Purposes
Value Added Tax or Business Property Tax $500

Increase in Personal Income Tax 600
Totali Proposed Revenues $1,100
GRAND TOTAL STATE REVENUES $2,149
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This would provide sufficient state revenues to meet the estimated state share oi
costs of the governor's program, as shown in Table 8,

Table 8

Estimated State Costs of Financing Elementary-Secondary Education
in 1971-72 Under Governor's Program

(In Millions)

Professional Services $1,352
Non-Professional Services 242
Non-Salary Costs 222
Earichment Equalization 50
Transportation 70
Sub-Total $1,936
Pension and Social Security Costs 173
TOTAL STATE COSTS $2,109

It should be noted that the estimated state cost of $2 109 million does not include
state financing of special, vocational and compensatory education programs and inter-
mediate school districts. The added costs of these programs would presumably be
financed from the up to 4)s mill property tax authorized in the proposed constitutional
amendment, However, the projected $2,109 million state cost includes $50 million for
enrichment equalization which, together with the local revenue from an average local
enrichment millage of two mills, would make additional money available for education
expenditures, Thus, it appears that the governor's proposals for replacement revenues
together with the present state revenues used for elementary-secondary education
operating costs would provide sufficient state revenues to finance the state's share
of <lementary-secondary education operating costs under his proposed program,



A COMPARISON OF THE GOVERNOR'S PROPOSED CONSTITUTIONAL AMENDMENT
WITH THE MICHIGAN DEMOCRATIC PARTY PROPOSA!

The Michigan Jemocratic party has also proposed a constitution.l amendment to be
placed on the ballot by initiative petition. The democratic party proposal would
replace the present constitutional millage limitations with new property tax limita-
tions; prohibit, with exceptions, the levy of local property taxes for public school
operating purposes; provide for general state taxation to support elementary-
secondary school districts and establish constirutional guidelines for the distrie
bution of such funds; prohibit the levy by the legislature of a flat rate statewide
income tax on individuals and provide for a graduated income tax rate structure in
the constitution. While the consticutional amendment proposed by the democratic
party contains property tax provisions thar are similar to but not tdentical with
those proposed by the governor, the democratic party proposal also contains a number
of provisions not covered in the governor's proposed amendment relating to the
distribution of funds to local school dis:ricts and to the graduated income tax.

Property Tax Limitations

'

With respect to property tax limitations the democratic rarty proposal as compared
to the governor's proposal provides:

1. The overall millage limit for county, township and school operating
purposes would be reduced from the present 50 mills to 26 mills,
except on business property the new limit would be 52 mills. This
is the same as the governor's proposal,

2. The levy of property taxes for school operating purposes would be
prohibited under both tiie democratic party proposal and the governor's
proposal except that both proposals authorize millage for specified
school operating purposes,

The millage limits for education purposes under the democratic party
proposal is 11.5 mills on residential and agricultural property and
37.5 mills on business property, while under the governor's proposals
the limits are one mill lower--10,5 and 36.5, respectively. The mile-
lage limits for education and the programs specified are as follows:

a. Both the democratic party and the governor's proposals author-
ize the levy by local school districts of up to 6 mills as
equalized by law for enrichment purposes with voter approval,
The democratic party proposal specifies that such millage could
be used for enrichment as defined by law of both general and
categorical elementary-secondary school programs, while the
governor's proposal provides simply that "enrichment" shall be
defined by law,

b. The democratic party proposal specifically authorizes millage

for intermediate school districts of not to exceed 1 mill,
which can be levied without voter approval, Under the governor's
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proposal millage for intermediate school districts would
come from within the 4.5 mills authorized for categorical
programs (see item "¢'" below).

c. Both the democratic party and gorernor's proposals author
ize an additional 45 mills fo. education, but there are a
number of differences between the two proposals.

(1) The democratic party proposal provides that the
additional 4} mills be used for enrichment of
both categorical and general school programs,
whila the governor's proposal restricts the 4
mills to categorical programs (special, vocational
and compensatory education programs and inter-
mediate schoul districts).

(2) The democratic party proposal requires voter
approval of the 4) mills whlle under the governor's
proposal it could be levied without voter
approval,

(3) The democratic party proposal provides that the
45 mills could be levied by "any local or inter=-
mediate school district," while the governor's
proposal provides that the 4's mills could be
imposed "by any taxing unit" which presumably
includes the state.

(4) The democratic party amendment provides that the
4% mills be equalized by law, while the governor's
amendment does not provide for state equalization
of the 4% mills,

(5) The 4)s mills could be imposed (with voter approval)
on or after January 1, 1974, under the democratic
plan, while the governor's plan specifies January
1, 1973,

d. A 26 mill statewide property tax on business property would
be authorized under both the democratic party proposal and
the governor's plan for public education operating purposes
The democratic party proposal specifies several additional
requirements:

(1) The amount of the business property tax levied for
the year 1973 shall be adequate to replace total
revenues from property taxes locally levied on
business property in calendar 1972 for elementary-
secondary school operations.

While the amount of the calendar 1972 property tax
levy on business property for the support of
elementary-secondary school operations will not be
known until early 1973, it is likely that it will
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exceed 26 mills if the levies of both local and
intermediate school districts are included. The
property tax rate increased from an estimated 25
mills in 1970 to 25.86 mills in 1971. The 26 mill
ceiling on the business property tax and the require-
ment that the business property tax levy ''be
adequate to replace total revenue from ad valorem
taxes on property other than residential and agri-
cultural levied locally during the calendar year
1972 for the support of elementary and secondary
achool operations' will be rontradictory if the 1972
levy exceeds 26 mills.

(2) On or before January 1, 1975, the legislature
shall levy a minimum of 4 mills of the statewide
business property tax for distribution to local
and intermediate school districts, with 2 of
the 4 mills earmarked for the partial financing
of vocational and technical education, and 2 mills
earmarked for compensatory education.

If the legislature imposes the up to 26 mills
business property tax for replacement purposes the
4 mills for categorical purposes would come from
within the 26 mills. lowever, if the legislature
does not use the business property tax for replace-
ment purposes (and uses instcad the VAT or some
other tax), it appears that under the democratic
party proposal tlhiere would be a constitutional
mandate to the legislature to impose a state
business property tax of at least 4 mills by
January 1, 1975.

(3) While under both proposals the authorization for
a state business property tax to provide replacement
revenucs for the local property taxes for school
purposes is permissive ("the legislature may levy'),
the intent of the democratic party proposal appears
to be that the legislature impose the business
property tax, while the governor has indicated
a preference for a value added tax with tlhie business
property tax as an alternative.

(4) The democratic party initiative petitions specify
that Article IX, Scction 3, of the constitution,

- which establishies the uniform rule of propertv
taxation, would be altcred by the proposed amendment
while the governor's initiative petitions do not
so specify.

The democratic partv amendment requires the legislature to
provide propertv tax relief for renters as well as homeowvmers.
The governor's amendment has no comparable provision.



J. The demogratic party proposal and the governor's proposal provide
identical limitations on the millage counties and townships could
levy without voter approval--counties could levy 8 mills and town-
ships 1's mills. The democratic party proposal prorides that with
voter approval counties and townships could levy up to an additional

5 mills, while the governor's proposal authorizes up to 6 mills
additional with voter approval.

4., Both the democratic party amendment and the governor's amendment
continue the present exclusion from constitutional millage limitations
of taxes levied for debt service and taxes imposed ''by any city,
village, charter county, charter township, other charter authority
or other authority, the tax limitations of which are provided by
charter or by general law."

Both proposals add community college districts to this list of
units of government that are exempt from constitutional millage
limitations. The democratic party proposal e.tends the excmption
to library authorities and to taxes imposed by school districts to
support community college departments or public libraries.

Table 9 (see page 31) shows a summary comparison of the constitutional millage limita-

tions under the democratic party proposal, the governor's proposal and the present
limitations and actual average tax rates in 1970.

Distribution of State Funds to Local School Districts

Both the constitutional amendment proposed by the democratic party and the amend-~
ment proposed by the governor provide that. "lhe legislaturc shall establish a
program of general state taxation and a method of distributing funds for the support
of clementary and secondary public scliool districts to assure equal and quality
educational opportunity for all students."

The democratic party amendment spells out some general comstitutional guidelines for
such distribution in order to 'recognize that more than an equal amount of money is
essential to provide many children with an equal educational opportunity." The
amendment would require the legislature to:

l. Allocate funds for general educational operations in a manner that
takes account of local or regional variations:

a, in the cost offproviding a given l2vel of services per pupil;-
b. in the needed level of services pecr pupil; and,
¢. 1in the ability to provide services.

2, Assume full fiscal responsibility for the cost of funding special,
compensatory, vocational and technical education programs established
under state law. This proposal would add to state costs and
revenue requirements as compared to the governor's plan which
provides financing of categorical programs from the up to 4%
mills authorized for that purpose.

The democratic party proposal also contains a 'grandfather' provision which provides
that each district would receive sufficient support togetier with local taxes of up
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Table 9
Summary!Comparison of Millage e
Subject to Constitutional Millage Limitations -
Under Present Constitution, Governor's Proposed Amendment,
and Damocratic Party Proposed Amendment®

Present Constitution Gov.'s Dem.Party
Actual Proposed Proposed

Legal Avg.Rate Legal Legal
Limit in 1970 Limit Limit
Millage Levied Without
Vote of the People
County ( 5.60 8.00 8.00
TownshipP (15-18 1.19 1.50 1.50
School--education ( 9.01 4.50 1.00¢
Extra Voted Millage
County ( 0.63 ( (
Townshdpb (35-32 1.63 (%00 (300
School-~education ( 16,67 6.00 10,50¢
Total 35-32 18.93 12.00 15.50
Total Millage
County ( 6.23 ( (
TownshipP ¢ 50 2.82  (}90  (34.50
School--education ( 26.68 10.50 11.50¢
Total for Non-Business
Property 50 34.73 26.00 26,00
Business Property Tax
for Public Education
Operating Purposes — — 26.00 26,00
Total for Business
Property 50 34.73 52.00 32.70

%The compavison shows only property taxes subjected to the present and
proposed constitutional millage limitations and does not show property
taxes specifically excluded from the limitations (see text).

bThe millage rates shown for townships are those applicable to the state
equalized value of property located within townships and do not apply
to property within cities.

cOne mill for intermediate school districts and 6 mills for enrichment
would be authorized January 1, 1973; the remaining 4's mills would be
authorized January 1, 1974.
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to 6 mills to enable it to maintain the highest expenditure per pupil for
clementary and secondary school programs "as it provided during any of the three
(sic) school years 1969-1972."

Wwhile the democratic party has proposed these constitutional guidelines for distribu-
ting state funds to local school districts, they have not (as of March 3, 1972) sub-
mitted specific proposals for a distribution formula. The governor's proposed
constitutional amendment does not contain distribution guidelines, but the governor
has proposed specific formulas for distributing state funds to local school districts,
although the governor's proposals have not yet been submitted in bill form.

The democratic party proposed amendment contains a proviso, "The powers of local and
intermediate school boards over educational policies and practices shall not be
diminished by reason of the provisions of this section.' 7The apparent intent of
thia provision is to indicate the neutrality of the proposed amendment with respect
to local controi of schools. Other sections of the constitution (Art. VIII, Secs.

1 and 2) alrcady vest control of education in *he state and the only powers
posscssed by local school districts are those declegated by the state legislature.

The Craduated Income Tax

The constitutional amendment proposed by the Michigan democratic party provides
that, "from and after January 1, 1973, the legislature shall levy no flat rate
statewide tax on the income of natural persons,'' requires that any such tax be
graduated, prescribes a basic structure of graduated rates, and provides that the
rates "may be decreased or increased by statute, but the same multiple shall be
applied to all of them." “he democratic party's initiative petitions state that
the proposed amendment if adopted would alter Article IX, Section 7, of the present
constitution which prohibits a graduated income tax. The governor's initiative
petitions do not state that Article IX, Section 7 would be altered.

Thus, the constitutional amendment proposed by the Michigan democratic party would
prohibit a flat rate statewide tax on the income of natural persons (i.e., individuals)
and would require that any such statewide tax be graduated. This would apply to the
present state income tax on individuals which is a flat rate tax of 3.9 percent as
well as to any increase in the state individual income tax to provide replacement
revenues for local school gperating property taxes.

The amendment proposed by the democratic party alters but apparently does not repeal
Article IX, Section 7, which provides that 'No income tax graduated as to rate or
base shall be imposed by the state or any of its subdivisions.' Since the proposed
amendwent applies only to statewide taxes on the income of natural persoms, it
appears that the present prohibition against graduated income taxes would continue
to apply to political subdivisions of the state (e.g., city income taxes) and to
corporations.

In addition to requiring that any statewide income tax on individuals be graduated,
the democratic party proposal sets forth a graduated rate structure. The graduated
rate structure provided for in the amendment requires that the basic rate be 1/10
of 1 percent of the first $1,000 of taxable income and that the basic rate be
fncreased by 1/20 of 1 percent for each successive $2,000 of taxatle income through
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$25,900. This provides a baslc rate structure in the constitution graduated from 0.1
percent on the first $1,000 of taxahle income to 0.7 percent on taxable income of
$23,000 to $25,000. The amendment provides that the rates on taxable income above
$25,000 could be no less than the rate on taxable income in excess of $§23,000. This
apparently would permit a rate of more than 0.7 percent to be imposcd on income in
excess of 525,000,

This basic rate structure vould be multiplied by whatever multiple is required to pro-
duce the revenue that is desired. A multiple of 13 would be needed to produce revenues
cquivalent to the present 3.9 percent flat rate income tax according to the estimates
prepared by the Michigan democratic party. This would require graduated income tax
rates ranging from 1.3 percent on the first $1,000 of taxable income to 9.1 percent on
taxable income in excess of $23,000. The democratic party proposal indicates that a
multiple of 21 would provide revenues equivalent to those produced by the 6.2 percent
flat rate tax under the governor's proposal. A multiple of 21 would provide graduated
rates ranging from 2.1 percent on the first $1,000 of taxable income to 14.7 percent
on taxable income in excess of $23,000.

Table 10 shows the basic graduated rate structure provided for in the amendment and

the "multiples” and actual rates that would be required to replace the present 3.9
percent flat rate state income tax on individuals and.the 6.2 percent flat rate tax
that would be required under the governor's proposal to maintain present state revenues
and provide replacement revenues for the reduction in property taxes on residential

and agricultural property.

The proposed amendment also provides that the legislature may grant proportional or
graduated tax credits, exemptions, exclusions or rebates.

The democratic party amendment and the governor's amendment contain similar wvording
with respect to overriding the "Huber" amcndment. Doth proposals authorize a state
income tax for the support of public education to exceed any limitations as to rate
or amount that may be imposed in any other section of the constitution,

Table 10

Graduated Mcome Tax Rates Under Democratic Part
Proposed Constitutional Amendment

(1) (2) 3)
Graduated Tax Rates Graduated Tax Rates
Equivalent to 3.9% Equivalent to 6.2%

Flat Rate Tax Flat Rate Tax (multi-
Basic Rate (multiple of 13 ple of 21 applied to
Taxable Income Structure applied to Col. 1) Col. 1)
0-1,000 0.1 % 1.3 % 2.1 7%
1,000-3,000 0.15 1.95 3.15
3,000-5,000 0.2 2.6 4.2
5,000-7,000 0.25 3.25 5.25
7,000"9,000 003 3.9 6.3
9,000-11,000 0.35 4,55 7.35
11,000-13,000 0.4 5.2 8.4
13 ,000"15 ,000 0. 45 So 85 9.45
15,000-17,000 0.5 6.5 10.5
17,000-19,000 0.55 7.15 11.55
19,000-21,000 0.6 7.8 12.6
21,000-23,000 0.65 8.45 y 13.65
23,000-25,000 0.7 9.1 4.7
25,000 and over
no less than 0.7 9.1 14,7
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STATE BOARD OF EDUCATION
1972

STATE SCHOOL AID ACT
(Recodification)

A bill to make appropriations for the purpose of aiding in the support of
the public schools and the intermediate school districts of the state; to provide
for apportionment of moneys aﬁnually and for certain limitations and regulations
in connection therewith; to provide for allotments for transportation of school
children; to permit school districts to borrow in anticipation of the payment
of state aid and to regulate the effect thereof; to provide penalties tor the
violation of provisions of the act; to supplement the school aid fund by the
levy and collection of certain excise taxes; and to repeal certain acts and

parts of acts.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

CHAPTER 1
DEFINITIONS
Sec. 1. This act shall be known and may be cited as the "state school
aid act."”
Sec. 2. Definitions of terms used in this act are as follows:
(a) "State board" means the state board of education.
(b) "Intermediate board" means the board of education of an intermediate
school district.
(c) "Board" means the board of education of a local school district.
(d) "Intermediate superintendent” means the superintendent of an inter-
mediate school- district.
(¢) "District superintendent" means the superintendent of a local school

district.
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(f) "District" means a local sthool district.

(g) "School code of 1955 means Act No. 269 of the Public Acts of 1955,
as amended, being sections 340.1 to 340.984 of tne Compiled Laws of 1948.

(h) "Pupil" means a child in membership in a public school.

(i) "“Elementary pupil" means a pupil in membership in any grade from
the kindergarten to 8 in a.local school district not méintaining classes above
the eighth grade, or in any grade from kindergarten to 6 in a local school
district maintaining classes above the eighth grade.

(j) "High school pupil" means a pupil in membership in any grade,

7 to 12, except in a local school district not maintaining grades above the
eighth.

(k) “Membership" means the number of fulltime equivalent pupiis as
determined by the number of pupils registered for atiendance plus pupils
received by transfer and minus pupils lost as defined by rules_gromulgated
by the state board of education.

(1) "Fulltime membership" means all pupils in kindergarten to 12 actually
enrolled and in regular daily attendance on the fourth Friday following Labor
day of each year. The superintendent of public instruction shall give a
uniform interpretation of such fulltime membership and memberships other
than fulltime. |

(m) “Elementary tuition pupil" means a child of school age attending
school in grades kindergarten to 6 in a local school district other than of
his residence and whose tuition is paid by the board of the district of his
residence; or a child enrolled in grades 7 or 8 in a district not operating
grades above the eighth.

(n) "High school tuition pupil® means a child of school age attenr.- .

school in grades 7 or 8 in a local school district other than of his residence
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which maintains grades above the eighth, or in grades 9 to 12 in a district
other than of his residence, and whose tuition is paid by the board of the

district of his residence.
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CHAPTER 2 |
APPROPRIATION, APPORTIONMENT, PAYMENT AND USE OF STATE AID

Sec. 11. There is hereby appropriated from the school aid fund established
by section 11 of article 9 of the constitution of the state for the fiscal year
ending June 30, 1973, and for each fiscal year thereafter, the sum necessary
to fulfill the requirements of this act, with any deficiency to be appropriated
from the general fund by the legislature. The appropriation shall be distri-
buted as provided in this act.

Sec. 12. (1) For the purpose of supplementing the school aid fund
established by section 11 of article 9 of the constitution of the state,
there shall be levied and collected, and there is hereby imposed, in addition
to any and all taxes now imposed by law an excise tax equivalent to 4% of
the retail selling price of spirits, as defined in section 2 of Act No. 8
of the Public Acts of the Extra Session of 1933, as amended, being section
436.2 of the Compiled Laws of 1948, other than those containing an alcoholic
content of less than 22%. The tax shall be collected by the state liquor
control commission at the time of sale by the commission. In the case of
sales to licensees, the tax shall be computed on the retail selling price
established by the commission without allowance of discount.

(2) Upon collection the state liquor commission shall deposit the
entire proceeds in the state treasury to the credit of the school aid fund
established by sect:on 11 of article 9 of the constitution of the state.

Sec. 13. The apportionments, and limftations thereof, made under this
act shall be made on the membership and number of teachers, and other
professionals approved by the superintendent of public instruction,

employed as of the fourth Friday following Labor day of each year, on the
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wmber of pupils for whom transportation {s allowed for the preceding
school year, elementary or high school tu{tion payments for the current
fiscal year, per capita cost of pupils for the preceding year, and on the
state equalized valuation of each school district for the calendar year.

In addition, those districts maintaining school during the entire year,

as provided under section 731 of the school code of 1955, as amended, shall
count memberships and teachers in accordance with rules established by the
state board of education.

Sec. 14. Whenever the returns from any county or district upon which
a statement of the amount to be disbursed or paid to any district shall be
so far defective as to render it impracticable to ascertain the share of
the appropriation to be disbursed or paid to the district under this act,
the superintendent of public instruction shall ascertain by the best evidence
available the facts upon which the ratio and amount of such apportionment
shall depend, and shall make the apportionment accordingly.

Sec. 15. Whenever any district shall fail to receive its proper share
of the appropriation due under the provisions of this act, the superintendent
of public instruction, upon satisfactory broof that the district was Justly
entitled to the same, shall apportion such deficiency in the next apportion-
ment. When any district has received more than its proper share of the
appropriation the superintendent of public instruction, upon satisfactory
proof, shall deduct such excess in the next apportionment.

Sec. 16. Notwithstanding the allowance made herein for pupils attending
school in any other district for tuition or transportation of school children,

or both, no district shall receive more allowance therefor than suck actual
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amounts paid by the district, and if any district shall have received in any
apportionment more than it paid, such excess shall be deducted from its next
apportionment,

Sec. 17. On or before August 1, October 1, December 1, February 1,
April 1 and June 1, the superintendent of public instruction shall prepare a
statement of the amount to be distributed in such instaliment under the
provisions of this act to the districts, and shall deliver the same to the
state treasurer, who shall thereupon draw his warrant in favor of the treasurer
of each district for the amount payable to such district according to the
statement and forthwith deliver the warrants to the treasurer of each district.

Sec. 18. Except as provided in chapters 4 and 6 each district shall
apply the moneys received by it under the terms of this act on salaries of
teachers and other employees, on tuition, on transportation, 1ighting, heating l
and ventilation and water service, and on the purchase of textbooks and other
supplies: Provided, that an amount equal to not more than 5% of the total
amount received by any district under chapter 3 of this act may be expended
by the board of education of said district for capital costs or debt service
for debts contracted after December 8, 1932; and no part of said money shall
be applied or taken for any purpose whatsoever except as above provided. The
superintendent of public instruction shall determine the reasonableness of
such expenditures and may withhold from any school district the apportionment
otherwise due under this act for the fiscal year following the discovery by
the superintendent of public instruction of a violation or violations by the
district.

For the purpose of determining the reasonableness of such expenditures
and whether any violation of the provisions of this act has occurred, the
superintendent of public instruction shall require that-districts have audits
of their financial and child accounting records at least annually at the
expense of said districts by certified public accountants or by intermediate
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district superintendents, as may be required by the superintendent of public
instruction, or in the case of districts of the first class by a certified

public accountant, the intermediate superintendent or the auditor general of

the city. Such audits shall be subject to such regulations as the superintendent
of public instruction, in consultation with the auditor general of the state,

may prescribe. Copies of the reports of the audits shall be filed as required

by the superintendent of public instruction and shall be available at all

reasonable times for public inspection.
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CHAPTER 3
MEMBERSHIP ALLOWANCE

Sec. 21. To every district in the state, except as otherwise provided
in this act, there shall be appropriated a sum determined by multiplying
$740.00 times the number of puptls in membership in the district minus 20
mills times the state equalized valuatfon of the property in the district,
plus the amounts allocated for transportation in chapter 7 and tuition in
chapter 11.

A district shall not receive a smaller net allowance per membership
pupil for 1972-73 than was received by the district in 1971-72 except that
no more than $8,000,000.00 shall be distributed under this provision.

Sec. 22. Whenever 2 or more districts are reorganized into a single
district, either through a procedure of annexation or consolidation, the
amount of state aid to be received by the new district during the 2 years
immediately subsequent to the annexation or consolidation shall not be less
than the total sum of state aid which was earned by all of the districts
forming the new district during the last fiscal year in which the districts
received aid as separate districts.

Sec. 23. Notwifhstanding any other provision of this act, a district
providing kindergarten to twelfth grade educational services for department
of corrections pupils or contracting with the department of corrections for
such educational services may count such pupils in membership and receive
state aid under this act.

Sec. 24. Any child under court jurisdiction who is placed in a private
home or in a private or public institution located outside the district in
which his parents or legal guardians reside may be counted as a resident of
the district he attends if other than the district of his parents or legal
guardian and shall be counted as 1-1/2 memberships. The total membership of
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such children shall be computed by adding the membership days attended by
all such children up to April 1 of the current school year and dividing the
total by the number of days in the school year of the district up to April 1
of the current school year. The membership thus obtained shall be certified
by the district to the superintendent of public instruction who shall adjust
the total membership of the district accordingly in determining the school
aid to be paid during the current fiscal year.

Sec. 25. The valuations of any district shall be reduced under the
following conditions and in the following manner;

(a) An application may be filed by the district in form and content as
described by the superintendent of public instruction showing the total taxes
levied on property located within the district by all taxing agencies including
the district but excluding taxes levied for school operating purposes.

(b) Using the total taxes as last reported by the state tax commission
for the entire state but excluding taxes levied for school operating purposes,
the superintendent of public instruction shall determine the tax rate for the
entire state. He shall determine the tax rate for the applicant district by
dividing the figure obtained in subsection (a) by the district valuation.

(c) If the resulting tax rate for the applicant district is 125% or
more of the resulting tax rate for the districts of the state, the valuation
of the applicant district shall be reduced by the percent by which the
resulting tax rates on property located within the applicant district exceeds
125% of the resulting tax rates on property located in all districts of the
state. Not more than $40,000,000.00 shall be paid as the result of reduction
of valuation under this section. A district receiving a membership guarantee
under section 21 shall not receive assistance under this section unless the
allowance under this section is greater than the membership guarantee under
section 21. A district shall not receive both a membership guarantee under

section 21 and assistance under this section.
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CHAPTER 4
COMPENSATORY EDUCATION

Sec. 31. From the amount appropriated in section 11, there is appropriated
$23,000,000.G0 to enable eligible districts to establish or to continue, in
conjunction with whatever federal funds may be available to them from the
provisions of title I of Public Law 89-10, the elementary and secondary
education act, as amepded, but not to exceed $200.00 of state funds per
eligible pupil participating in such programs, comprehensive compensatory
education programs designed to improve the achievement in basic cognitive
skills of pupils enrolled in grades K-6 who have extraordinary need for special
assistance to improve their competencies in such basic skills and for whom the
districts are not already receiving additional funds by virtue of their being
physically, mentally or emotionally handicapped.

Sec. 32. A district shall be eligible for allocations under section 31
for the fiscal year 1972-73 and for each of the following 2 fiscal years if
at least 15% of its total enrollment in grades K-6 and not less than 30 of
its pupils in grades K-6, as described in section 31 and as computed under
provisions of section 33, are found to be in need of substantial improvement
in their basic cognitive skills except districts that received such aid in
1970-71 for schools housing grades 7 and 8 shall be funded if the pupils in
those schools are found eligible in a manner to be determined by the department
of education.

Sec. 33. The number of pupils in grades K-6 construed to be in neéd of
substantia’ improvement in their basic cognitive skills shall be calculated
for each district by the following procedural steps:

(a) Using the composite achievement test score only on the state assess-
ment battery given in January 1972, a percentile ranking shall be made statewide

for the scores of pupils in grade 4 and for the scores of pupils in grade 7.
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(b) The percent of pupils of the district enrolled in grade 4, as defined
in section 31, who scored at the fifteenth percentile or lower for grade 4 in
accordance with statewide norms established for the assessment battery, shall
be determined and this percentage shall be multiplied by the aggregate
enroliment of the district in grades K-4 on the fourth Friday following Labor
day of the preceding school year.

(c) The percent of pupils of the district enrolled in grade 7, as defined
in section 31, who scored at the fifteenth percentile or lower for grade 7,
in accordance with statewide norms established for the assessment battery,
shall be determined and this percentage shall be multiplied by the aggregate
enrollment of the district in grades 5 and 6 on the fourth Friday following
Labor day of the preceding school year.

(d) The number of pupils determined in section 33(b) shall be added to
the number of pupils determined in section 33(c) and this resultant sum shall
be construed to be the number of pupils of the district enrolled in grades
K-6 who are in need of substantial'improvement in their basic cognitive skills
at the beginning of the 1972-73 school year.

Sec. 34. The tentative allocations to each eligible district shall be
determined by multiplying the number of pupils determined in section 33(d)
by $200.00.

Sec. 35. The tentative allocations as determined in section 34 shall
be distributed the first year to districts in decreasing order of concentrations
of pupils in grades K-6 who score on the assessment battery at thg fifteenth
percentile or lower for norms for the state as a whole. Distribukion shall
begin with the district with highest concentration of such pupils and continue
in descending order of concentration until all of the moneys appropriated

under section 31 have been distributed, if:
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(a) The districts have applied for the moneys on forms provided by
the department of education.

(b) The districts have shown evidence of having established "comparability”
among the schools within their boundaries in accordance with standards estab-
lished by the state board of education.

(c) The districts have conmitted themselves to the involvement of parents,
teachers and administrators in the planning and continuous evaluation of their
compensatory education programs as conducted under this chapter.

(d) The districts have identified the performance objectives of their
compensatory education programs. Performance objectives shall be concerned
primarily with the improvement of pupils' performance in the basic cognitive
skills.

(e) The districts have certified that they will identify or have identified,
on or before the fourth Friday following Labor day of the school year, the
pupils to be provided special assistance assistance with these moneys with the
pupils being selected in grades 2-6 from the lowest achievers in basic cognitive
skills and in grades K-1 from among those with the lowest readiness for the
acquisition of cognitive skills. The aggregate number of pupils selected
from grades K-4 and from grades 5 and 6 shall bear at least the same ratio to
the total enroliment in these blocs of grades as those percentages which were
used for the districts in section 33(b) and (c).

Sec. 36. A district receiving moneys under this chapter may use these
moneys in any manner which, in the judgment of its board and its staff, will
contribute significantly toward substantial improverients in the basic cognitive
skills of the pupils. These uses may include, but are not limited to, the
following:

(a) Employment of additional personnel.

(b) Purchase of instructional devices and other aids.
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(c) Leasing of portable classrooms.

(d) Contracting with a public or private agency, a group of employees
or a group of nonemployees.

(e) Providing inservice training for teachers and other personnel.

(f) Provision of adequate nutrition and health care to students.

Sec. 37. As a condition of receiving moneys for use in fiscal years
following 1971-72, an assessment or evaluation of the progress of each pupil
construed to be in need of special assistance under this chapter shall be
made with the use of pretests and postteéts. These tests shall be administered
or approved for administration by the department of educatiun in accordance
with policies of the state board of education to determine the amount of
progress made by the pupils toward attainment of the performance objective
specified_in-the district's approved application as stipulated in section 35(d).
For each bupil making a minimum gain during the year of at least 75% of the
skills in the performance objectives specified for his program, the district
shall receive the full per pupil amount of funds allocated to the district
in accordance with this chapter. For those pupils who do not achieve at least
75% gain, the district shall receive in the subsequent year an amount per
pupil prorated in the proportion that the amount of actual gain made bears
to 75% of the total skills listed for the programs provided these pupils.
Regardless of gain levels, a district shall be paid in full for a pupil who
has migrated from the district during the school year and for a pupil who has
not attended school for a minimum period of 150 days because of health reasons
verified by a medical authority.

Sec. 38. Not more than 0.5% of a school's total allocation under this
chapter shall be deducted and retained by the department of education for
administration and evaluation of the programs conducted under this chapter.

The state board of education shall report to the governor and the lTegislature
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not later than October 1 of each year the results of the evaluation studies
including a report on exemplary programs which promote academic achievement.

Sec. 39. From the amount appropriated in section 31, $500,000.00 shall
be used for grants to districts to enter into performance contracts for
instructional purposes. The department of education shall establish and
supervise the contracts.

Sec. 40. From the amount appropriated in section 31, $250,000.00 shall
be used to continue contractual arrangements for a statewide proaram of abstract
conceptually oriented mathematics utilizing the discovery method to improve
the basic skills of educationally needy children attending elementary schools.
The department of education shall evaluate the effectiveness of the program
and submit its findings to the legislature.

Sec. 41. From the amount appropriated in section 31, $5,000,000.00 shall
be used by districts operating prekindergarten programs for economically disad-
vantaged children who are under 5 years of age as of December 1 of the school
year, and programs for pupils in grades K-3 who have learning disabilities.

Sec. 42, Districts offering remedial reading programs approved by the
superintendent of public instruction shall be entitled to 75% of the actual
cost of the salary, not to exceed $8,100.00 for any individual salary of a
remedial reading teacher approved by the superintendent of public instruction.
The superintendent of public instruction may provide by rules for the maximum
number of pupils per teacher to be counted. From the total amount appropriated
in section 31, there is appropriated not to exceed $3,400,000.00 for remedial
reading programs to be used for teachers' salaries at the 4 to 12 grade
levels ontly. .

Sec. 43. The state board of education shall promulgate rules necessary
to implement the provisions of this chapter in accordance with and subject to
Act No. 306 of the Public Acts of 1969, as amended, beina sections 24.201 to
24.315 of the Compiled Laws of 1948,
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CHAPTER 5
SPECIAL EDUCATION
Sec. 51. From the amount appropriated in section 11, there is appropriated
the sum of $71,245,000.00 to reimburse districts and intermediate districts
for special education programs and services as defined in the school code of
1955, as amended, and for special education personnel as defined in the school
code of 1955, as amended. Reimbursement shall ve at 75% of the actual cost

of salaries, not to exceed $8,100.00 for any individual salary, for such
programs and services as determined by the superintendent of public instruction.
Sec. 52. Districts conducting special education programs and services for
the hearing impaired, physically handicapped ahd visually handicapped shall be
allocated an additional amount not to exceed 75% of the cost for equipment,
for teachers who teach others to transcribe books into brailie or books for
visually handicapped students at all levels and for expenses incurred in tran-
scribing and recording educational materials, including machines, paper and
binding.
Sec. 53. Intermediate districts shall be entitled to additional funds
for the purpose of establishing special education programs and services for
trainable individuals up to the age of 25 who are not currently eligible for
mentally handicapped programs. The amount appropriated for these programs
shall not exceed 75% of the actual cost of operating the program including
the cost of transportation. Each intermediate district is authorized to use
moneys in its general fund or special education fund, not otherwise restricted,
or contributions from districts or individuals for the support of such prograns.
Sec. 54. A district providing board and room for children being educated
under provisions for special education programs and services in the school
code of 1955, as amended, shall be allowed an amount sufficient to pay the
board and room up to an amount approved by the superintendent of public

instruction.
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Sec. 55. A district operating summer special education programs and
services for the handicapped as approved by the superintendent of public
instruction shall be allowed up to 75% of the actual cost of the special

education programs and services as determined by the superintendent of public

instruction.
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CHAPTER 6
CAREER EDUCATION

Sec. 61. From the amount appropriated in section 11, there is appropriated
the sum of $29,363,000.00 to reimburse districts and secondary area vocational
centers for occupational and career development programs on an added cost basis.
Not more than 1% of the appropriation shall be allocated to career education
planning districts to be used in the development of program plans based upon
quidelines prepared by the state board of education. |

Sec. 62. These funds will be utilized in conjunction with whatever federal
funds may be available from the provisions of public law 88-210, the vocational
education act of 1963, as amended.

Sec. 63. To be eligible for an allocation under section 61, public educa-
tional agencies in a career education planning district shall participate in
cooperation with private trade schools, business and industry, in the development
and implementation of a comprehensive occupational program. The program plan
shall include a determination that available resources are used efficiently
and that unnecessary duplication is precluded. The plan shall be based on
performanée objectives ‘and include a timetable for implementation approved by
the state board of education.

Sec. 64. To be eligible for an allocation under section 61, public educa-
tional agencies in a career education planning district shall provide for the
development and implementation of a K-12 career development program. A career
development program shall include student recognition of individual attributes
and the relationship of these attributes to occupational areas. The plan shall
include the development of realistic attitudes toward the work environment and
be based on performance objectives and shall include a timetable for implemen-

tation approved by the state board of education.
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Sec. 65. To be eligible for an allocation under section 61, public
educational agencies in a career education planniny district shall provide
a comprehensive career education plan which shall coordinate career development
and occupational programs. The comprehensive plan shall be based on performance
objectives and shall include a timetable for implementation approved by the
state board of education.

Sec. 66. A career education planning district shall be approved by the
department of education and shall include 1 or more public educational agencies
in geographic proximity with sufficient school membership and tax base to
operate a comprehensive occupational and career development program.

Sec. 67. State board of education approval of each occupational program
area shall be based on criteria which include specific performance objectives.
These criteria shall include, but not be 1imited to, (a) the employable skills
needed for initial employment, (b) appropriate attitudes required to retain
a job, (c) standards for instruction, (d) standards for curriculum, (e) standards
for facilities and equipment, (f) standards for pupil personnel services,

(g) standards of accessibility of programs to all students, and (h) an active
advisory committee organization.

Sec. 68. The amodnt of added cost for each occupational program area
shall be determined by the department of education.

Sec. 69. The allocation of added cost funds to any public educational
agency shall be based on the type of occupational programs it provides, the
number of students it enrolls, and the length of the training period it provides.
If students enrolled in an occupational program do not satisfactorily achieve
at least 70% of the program's performance objectives, future funding will be
dependent upon the corrective measures taken by the public educational agency

which operates or administers the occupational program. The corrective measures
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shall include, but not be 1imited to: (a) a d{agnostic counseling program
directed toward those students unable to achieve at satisfactory levels through
individualized instruction and a reappraisal of their career choice with
possible reassignment in other occupational programs; (b) student placement in
occupational training programs that are not operative in his district but
offered by other educational agencies within the career education planning
district; and (c) a careful analysis of the occupational program to determine
its effectiveness for the greatest number of students. A written report
outlining the achievement rate and the corrective actions to take in all
occupational program courses will be delivered annually to the state board
of education. If, after 3 years of program operation students enroiled in a
program cannot achieve satisfactorily, no further allocation of occupational
funds will be made to the public educational agency for that program.

Sec. 70. The state board of education shall promulgate rules necessary

for the implementation of programs provided under this chapter.
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CHAPTER 7
TRANSPORTATION

Sec. 81. There is appropriated to every district providing transportation
for school children who live more than 1-1/2 miles from the school they attend,
an amount determined by the superintendent of public instruction, but not to
exceed 75% of the actual cost of transporting such children to and from school.
Transportation distances shall be measured along‘public streets and highways.
The superintendent of public instruction shall have authority upon investiga-
tion by him, or someone designated by him, to review, confirm, set aside or
amend the action, order or decision of the board of any district with reference
to the routes over which school children shall be transported, a distance they
shall be required to walk, and the suitability and number of vehicles and
equipment for the transportation of the school children.

Sec. 82. No allotment for transportation shall be allowed any district
which operates a bus route disapproved by the superintendent of public instruction.

Sec. 83. Any district not maintaining school within the district may
participate in the school aid fund under this section. The total amount which
shall be apportioned to any such district shall be an amount determined by the
superintendent of public instruction but not to exceed 75% of the actual cost
of transportation, less a sum equal to 5.86 mills on the valuation of the
property within the district reported and determined as hereinafter provided.
If the amount deducted herein has been used to determine the aid to any such
district under any other section of this act, the amount herein allotted for
transportation shall be in addition to such other amounts allotted.

Sec. 84. Any district or intermediate district providing transportation
for handicapped children, as defined in rules promulgated by the state board
of education, being educated under the provisions of the school code of 1955,
as amended, shall be allowed an amount determined by the superintendent of

public instruction but not to exceed 75% of the actual cost of
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transportation or more than $200.00 per pupil 1iving more than 1-1/2 miles
from the school they attend unless the superintendent of public instruction
determines from the best evidence available that the pupil cannot safely
walk that distance in which case the 1imit of 1-1/2 miles may be waived.

No allowance for such pupils shall be given under sections 81 and 83.

Sec. 85. Any district or intermediate district providing transportation
for handicapped children being educated under the provisions of the school
code of 1955, as amended, at the Michigan school for the deaf, the Michigan
school for the blind, or in special education programs and services under
the direction of the department of mental health, and who cannot safely walk
to the school they attend shall be allowed an amount determined by the
superintendent of public instruction but not to exceed 75% of the actual cost
of transportation or more than $200.00 for each pupil transported. No allowance
for such pupils shall be given under sections 81, 83 or 84.

Sec. 86. Any district providing transportation for secondary school
pupils to centers designated or approved as secondary area vocational centers
by the department of education or to training facilities approved annually
by the department of education to conduct jointly planned occupational programs
according to criteria developed by the department of education shall be
allowed an amount determined by the department of education but not to
exceed 75% of the actual current cost of such transportation. Not more than
$2,000,000.00 shall be distributed for transportation under this section.

Sec. 87. Not more than $52,264,000.00 shall be distributed for trans-

portation under the provisions of this chapter.

156



-22-

CHAPTER 8
INTERMEDIATE DISTRICT

Sec. 91. From the amount appropriated in section 11, there is
appropriated to intermediate districts as established under the provisions
of the school code of 1955, as amended, the sum necessary but not to exceed
$6,900,000.00 to provide state aid to such districts.

Sec. 92. (1) There shall be apportioned to each intermediate district
an amount equal to the operating budget of the district multiplied by the
percentage that the total state aid received by all of the constituent
districts of the intermediate district under the provisions of the state
school aid act in effect during the preceding school year was of the total
current operating expenditures of all the constituent districts of the preceding
year, except that no intermedfate district shall receive aid on a basis of
less than 50% of its approved budget.

(2) The operating budget of the intermediate unit shall be the budget
finally adopted by the board of education in accordance with all constitutional
and statutory hearings and after the allocation of millage has been made by
the county tax allocation board. The budget total shall be reduced by the
amounts allocated for building and site expenditures, cooperative educational
programs, and any program not approved by the superintendent of public
instruction.

(3) The current operating expenditures of the constituent districts
shall be in accordance with the classification of expenditures used in
reporting receipts, expenditures and other financial data to the superintendent
of public instruction.

(4) Intermediate districts formed by the consolidation of 2 or more
county or intermediate districts shall be entitied to an additional allotment
of $3,500.00 for each county included in the new district for a period of

3 years following consolidation.
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CHAPTER 9
TEACHER PROFESSINONAL DEVELOPMENT

Sec. 101. There is appropriated to the department of education, from
the amount appropriated in section 11, a sum equal to 1/2 of 1% of the state
aid membership allowance to contract with local and intermediate districts
to provide programs for the professional development of teachers. Teacher
participation in such programs shall be in addition to the services rendered
for the statutorily required days of student instruction. The basis for
granting contracts shall include, but not be limited to, evidence of a local
inventory of teacher needs necessary for the improvement of pupil performance
in the cognitive, pyscho-motor and affective domains.

Each district or combinatfon of districts to be eligible for a professional
development grant shall have adopted goals for education in that district,
developed local student performance objectives, completed an assessment of
pupil needs, identified the teacher skills necessary to meet those pupil
needs, planned an inservice training program designed to enhance teacher
skills in terms of those pupil needs, and established a local follow-up
evaluation procedure to determine the adequacy of the professional develop-
ment program provided from this and other funding sources, including an
agreement to develop recommendations for future local program improvement.
The definition of what constitutes such professional development programs
shall be in accordance with rules promulgated by the state board of

education.
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CHAPTER 10
MISCELLANEOUS GRANTS

Sec. 111. There is appropriated, from the amount appropriated in
section 11, not to exceed $600,000.00 to be used for the salaries of teachers
in alternative education programs for pregnant persons as approved by the
superintendent of public instruction in accordance with the provisions of
Act No. 242 of the Public Acts of 1970, being sections 388.491 to 388.394
of the Compiled Laws of 1948. Districts and intermediate districts providing
approved programs shall be entitled to 75% of the actual cost of the salary,
not to exceed $8,100.00 for any individual salary, of each teacher approved
by the superintendent of public instruction. |

Sec. 112. There is appropriated, from the amount appropriated in
section 11, not to exceed $1,000,000.00 to be used by districts conducting
community school programs approved by the superintendent of public instruction.
The state board of education shall promulgate rules to implement this

section.
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CHAPTER 11

ELIGIBILITY, LIMITATIONS AND TUITION

Sec. 121. To be eligible to receive state aid under the provisions
of this act each district superintendent through the secretary of his board,
on or before the seventh Friday after Labor day of each year, shall file with
the intermediate superintendent a certified and sworn copy of the district's
enrollment for the current school year. In addition, those districts main-
taining school during the entire year, as provided under section 731 of the
school code of 1955, as amended, shall file with the intermediate superin-
tendent a certified and sworn copy of the enroliment for the current school
year in accordance with rules established by the state board of education.

In case of failure to file such sworn and certified copy on or before the
seventh Friday after Labor day, or in accordance with rules established by

the state board of education, state aid under the provisions of this act

shall be withheld from the defaulting district. Any person who shall wilfully
falsify any fiqure or statement in the certified and sworn copy of such

enrol lment shall, upon conviction thereof, be punished in the manner pre-
scribed by the laws of this state.

Sec. 122. Each district shall provide a minimum of 180 days of student
instruction. Any district failing to hold 180 days of student instruction
shall forfeit 1/180th of its total state aid appropriation for each day of
such failure, and any district failing to comply with rules promulgated by
the state board of education which establish the minimum time student
instruction is to be provided to pupils for the regular school year shall
forfeit from its total state aid appropriation an amount determined by applying
a ratio of the time duration the district was in non-compliance in relation

to the minimum time student instruction is required. Not later than August 1,
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the board of every district shall certify to the department of education
the number of days of student instruction in the previous school year. If
the district did not hold at least 180 days of student instruction, the
deduction of state aid shall be made in the following fiscal year from the first
payment of state aid. Days lost because of strikes or teachers' conferences
shall not be counted as a day of student instruction. The state board of
education shall establish rules for the {mplementation of this section.

Sec. 123. A district shall not be allotted or paid any sum under the
provisions of chapter 3 et seq. in any year, if the superintendent of
public instruction shall determine that at the end of the preceding fiscal
year the amount of funds on hand in the district available for the payment
of the operation cost in the district exceeded the amount of moneys expended
for such operation cost in the district during the preceding fiscal year.

Sec. 124. If a district, except those coming under the provisions of
section 127, does not levy at least a 9 mill tax on the state equalized
valuation of the property within the district for the purposes included in
the operation cost of the district as defined in section 131 and certify such
fact to the superintendent of pubiic instruction, the amount of school aid
allotted or paid shall be reduced to an amount which bears the same proportion
to the total amount allotted or paid as the actual levy bears to 9 mills
for the fiscal year beginning July 1, 1972.

Sec. 125. Districts receiving moneys under this act shall not adopt
or operate under a deficit budget, and no district shall incur an operating
deficit in any fund in any fiscal year.

Sec. 126. A district shall not be aliotted or paid any sum under the
provisions of this act for the number of pupils in membership in excess of
a ratio of 34 pupils to 1 teacher. The superintendent of public instruction

may include all pupils in membership regardless of the provisions of this
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section 1f in his Judgment the district could not maintain the ratio because
of lack of funds or facilities or qualified teachers. For the purpose of
this section, a teacher is defined as any employee of the district holding a
valid Michigan teacher's certificate.

Sec. 127. A district maintaining an approved high school shall not be
paid less state aid under the provisions of this act than a sum obtained by
multiplying the number of high school tuition pupils in membership in such
district in grades 9 to 12, inclusive, by $190.00.

Sec. 128. Al1 pupils to be counted in membership shall be at least
5 years of age on December 1 and under 20 years of age on September 1 of the
school year except that all pupils regularly enrolled and working toward a
high school diploma may be counted in membership regardless of age. Any
former member of the armed services in attendance in the public schools, the
cost of whose instruction is not paid for by other state funds or by the

federal government, shall be counted in membership regardless of age.
| Sec. 129. A pupil enrolled in public school programs organized under
federal or state supervision and in which the teaching costs are fully
subsidized from federal or state funds shall not be counted in membership.

Sec. 130. A district having tuition pupils enrolled on the fourth
Friday following Labor day of each year, shall charge the district in which
such tuition pupils reside, tuition in at least the amount of the difference
between the per capita cost as determined in section 131 and the per pupil
membership allowance provided in section 21. In the case of nonresident
pupils in parttime membership, an additional allowance for such pupils shall
be made to the district in an amount equal to the difference between the
prorated per capita cost as determined in section 131 and the prorated per

pupil membership allowance as provided in section 21.
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Sec. 131. The board of each school enrolling tuition pupils shall
determine the actual per capita operation costs for the preceding fiscal
year. For the purpose of making determination of the actual operation cost
of districts there shall be excluded moneys expended for sites, school
buildings, equipment, payment of bonded indebtedness, and moneys expended
for such other purposes as shall be determined by the superintendent of
public instruction not properly included in operation costs: Provided, that
such excluded items are applied uniformly in the determination of such
operation costs to all the districts affected. The per capita operation
cost shall be determined by dividing the total expenditures for each district
less the amount spent for such items as are excluded from the actual operation
cost of the district as defined in this section, by the membership in grades
kindergarten to 12, inclusive. For the purpose of determining the amount
of tuition to be charged for nonresident pupils enrolled in grades kinder-
garten to 6, inclusive, the per capita cost thus obtained shall be used.

For nonresident pupils enrolled in grades 7 to 12, inclusive, the per capita
cost shall be the amount of the elementary per capita cost increased by 15%.
Sec. 132. Notwithstanding the provisions of section 130, a child

residing in a juvenile or detention home operated by a probate court and
attending school by direction of the court in the district of residence of
his parent or legal guardian shall not be counted as a tuition student but
shall be counted in resident membership in that district. A child residing
in the home of his parent or legal guardian but who, by assignment of a
probate court, attends school in another district shall not be counted as a
tuition student but shall be counted in resident membership in the dtstrict
which he attends; and a child residing in the home of his parents or legal

guardian or juv.iile home but who, by direction of local school authorities
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and approval of the probate court, may be enrolled in school i1n another
district shall not be counted as a tuition student but shall be counted in
resident membership.

Sec. 133. Any child placed in a state institution by parents shall be
counted in resident membership of the district in which the child is enrolled,
and an additional allowance for such child shall be made to the district in
the amount equal to the difference between the per capita cost as determined
in section 131 and the per pupil membership allowance as provided in section 21.

Sec. 134, Any district paying tuition for special education pupils
being educated under the provisions of the school code of 1955, as amended,
shall be allowed an amount sufficient to pay the tuition charged the district
in excess of $50.00 per pupil but less than $81.00 per pupil and all over
$150.00 per pupil plus any sums which such district shall be apportioned under
other sections of this act.

Sec. 135. Any district having American Indian children in attendance,
who reside within the district and upon a United States government Indian
reservation, shall be allowed in addition to the allowances provided by the
other sections of this act an amount equal to the number of such children in
attendance times 1/2 the tuition rate as computed in accordance with sections
130 and 131 and in accordance with the provisions of the school code of 1955,
as amended. No district receiving federal assistance under Public Law 81-874,
as amended, shall share in the provisions of this section.

Sec. 136. A district shall not be allotted or paid any sum under the
provisions of this act unless the district charges the legal amount of
tuition, as provided in this act, for all tuition pupils enrolled on the
fourth Friday following Labor day of each year from the districts in which
the tuition pupils reside, and has certified such fact to the superintendent
of public instruction. If no district is legally liable for the payment of

the tuition and the tuition has not been collected from the parents or
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guardians of such tuition pupils on or before May 1 of each year, the
number of such pupils shall be deducted from fhe membership of the district
and the allowances as provided in sections 130 and 131 shall be recomputed
accordingly. X

Sec. 137. A district shall not be allotted or paid any sum under the
provisions of this act after April 1 of each year unless the district pays
the legal amount of tuition for tuition pupils on or before such date to
the districts in which the tuition pupils are in school membership on the
preceding fourth.Friday following Labor day of each year, and has certified
such fact to the superintendent of public instruction.

Sec. 138. Any child whose parents or guardians 1ive on land in this
state over which the federal government has taken exclusive jurisdiction
and which has not been attached to a district for educational purposes may
be included in membership by the district which he attends and for the

purpose of this act be considered a tuition pupil.
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CHAPTER 12
VALUATION OF SCHOOL DISTRICTS -

Sec. 141. The valuation of any whole or fractional district shall be
the total state equalized valuation of the property contpined therein as last
fixed by the state tax commission.

Sec. 142. The valuation of property assessed under the provisions of
Act No. 189 of the Public Acts of 1953, as amended, being sections 211.181]
and 211.182 of the Compiled Laws of 1948, shall be deducted from the total
valuation of a district in cases where school taxes levied against such
property are not collected from the lessee or user of the property. The
credit so obtained by a district in the application of the formula provided
in section 21 shall forever be a 1ien against the district and shall be
paid by the district to the school aid fund at such time only as the taxes
referred to above are collected.

Sec. 143. The valuation of property located on land over which the
federal government has exclusive jurisdiction and upon which school taxes
have been levied in accordance with federal law shall be deducted from the
total valuation of a district if credits against such taxes, as permitted
by federal law, result in a payment to the district of an amount less than
the product of the valuation of such property, times the millage referred
to in section 21. Any amount of such taxes collected shall be deducted
from the school aid to which the district is entitled under section 21 et seq.,
up to an amount equal to the above product.

Sec. 144, Whenever taxes levied for operating purposes against property
constituting at least 10% of the valuation of a district are paid under
protest and are thus unavailable to the district, the total valuation of the
district for the purposes of this act shall be reduced by the valuation of

»

such property. The credits so obtained by a district in the application of
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the formula provided in section 21 shall forever be a 1ien against the

district and shall be paid by the district to the school aid fund at such

time only as the taxes are collected.
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CHAPTER 13
BORROWING BY SCHOOL DISTRICTS AND ADVANCES

Sec. 151. Subject to the restrictions prescribed in this chapter, the
board of any district in this state is authorized to borrow money for school
operations, to issue its note or notes therefor, and to pledge for the payment
thereof state appropriations available to the district under this act. Such
notes shall be the full faith and credit obligations of the district.

Sec. 152. Notes issued under the provisions of this chapter shall become
due and payable on or before the first day of September immediately following
the fiscal year for which state appropriations were pledged. The notes shall
bear interest at not to exceed 6% per annum and may be made redeemable prior
to maturity on such terms and conditions as shall be provided by the resolu-
tion of the board of the district.

Sec. 153. A district shall not issue its notes pledging state appropri-
ations under this act for any school year in an aggregate amount exceeding
100% of the undistributed balance of its share of the appropriation for the
school year. Not more than 15% of a district's share of the appropriation
for the next succeeding fiscal year shall be borrowed prior to the beginning
of that fiscal year. The issuance of notes under this chapter shall not be
subject to the provisions of Act No. 202 of the Public Acts of 1943, as
amended, being sections 131.1 to 138.2 of the Compiled Laws of 1948.

Sec. 154. Notes shall not be issued for borrowing under the provisions
of this chapter without the prior approval of the superintendent of public
instruction, for which approval application shall be made by the district.
The superintendent of public instruction shall issue a certificate of approval
which shall show the amount of state appropriation allocated to the district

for the present and, if applicable, for the next succeeding fiscal year and
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any payments distributed to the district prior to the date of the certificate.
A district may make more than one borrowing under this chapter during any
school year.
Sec. 155. A district shall not contest the validity of any note issued
by it under this act if it has received permission from the superintendent of
> public instruction to issue the same and has received the principal amount
of the note.
Sec. 156. If at any time during the last 2 months of any fiscal year
or during the first 6 months of any fiscal year, a district has insufficient
funds on hand to meet its operating expenditures, the superintendent of public
instruction, when proof of such need has been furnished to him, may advance
an amount to meet operating expenditures. In no case shall such payment in
the first instance be greater than 1/4 of the total amount allotted to a
district for the following school year under the terms of this act as near
as such an amount can be determined when the advance payment is requested,
and in no case shall such payment, in the second instance, be greater than
2/5 of the total amount allotted to @ district for the current school year
under the terms of this act as near as such an amount can be determined when

the advance payment is requested.
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CHAPTER 14
REORGANIZATION GRANTS TO SCHOOL DISTRICTS

Sec. 161. Whenever a district, in whole or in part, is attached to
another district by an intermediate board acting under the provisions of the
school code of 1955, as amended, the amount of state aid to be paid to the
district to which territory is attached during the fiscal year of attachment
and the following 6 fiscal years shall be increased when the district already
is eligible for state aid, and the state equalized valuation per membership
child in grades kindergarten through 12, in the territory attached, is less
than the state equalized valuation per membership child in grades kindergarten
through 12 in the district to which territory {s attached.

The amount of the increase shall be computed by mulitiplying the number
of children in membership {n grades kindergarten through 12 in the territory
attached by the difference between the state equalized valuation per member-
ship child in grades kindergarten through 12 in the receiving district and
the state equalized valuation per membership child in grades kindergarten
through 12 in territory attached and the product thus obtained by the millage
levied for operating purposes over and above 4-1/4 mills in the receiving
district. The increase shall be 3/4 of this product for the second year,
and 1/2 of this product for the third year, and 1/4 of this product for each
of the fourth through the seventh years.

The amount of the increase shall be computed each year on the basis
of the facts at the date of attachment except that the millage levied for
operating purposes shall be the actual millage spread each year.

Sec. 162. (1) Whenever a school district, in whole or in part, was
attached to another district prior to January 1, 1969, as authorized by Act
No. 239 of the Public Acts of 1967, as amended, being sections 388.711 to 388.720a
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of the Compiled Laws of 1948, the amount of state aid to be paid in the year
1972-73 to the district to which territory was attached shall be increased by
$150.00 per pupil added as a result of such attachment in the year 1968--69
for the purpose of bringing about uniformity of educational opportunity for
all the pupils of the district. The number of student residents of the
attached areas and counted as resident students on September 27, 1968 shall
serve as the basis for the payment of these funds.

(2) School districts recefving students under the provisions of Act No.
239 of the Public Acts of 1967, as amended, and divided and attached between
January 1, 1969 and July 1, 1969, shall be granted the sum of $112.50 per
student resident of the area received as a direct result of the attachment.
The money shall be deposited in the general fund account of the districts
receiving the students and used for the purpose of bringing about uniformity
of educational opportunity for all the pupils of the enlarged school district.
The number of students each district receives under the provisions of Act
No. 239 of the Public Acts of 1967, as amended, shall be determined by a
membership count as made by the department of education on September 26, 1969.
Not more than $450,000.00 is appropriated for the purposes of this subsection.

(3) Any funds owed to the attached district including but not limited to
any overpayment of bills paid by the attached district, delinquent property
taxes for operating purposes, reimbursement due the attached school district
from the state for transportation and tuition or any funds due the district
from federal or other state sources, or gifts received by or in behalf of

the attached district shall be placed in the school aid fund.
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CHAPTER 15
REPORTS REQUIRED

Sec. 171. The county treasurer of each county shall furnish each year
to the superintendent of public instruction, on or before July 1 following
the receipt of assessment rolls, a statement of the state equalized valuation
of each district and fraction of a district within his county on forms
furnished by the superintendent of public instruction.

Sec. 172. Before the first Monday in November of each year each district
of this state shall furnish to the superintendent of public instruction such
reports as he shall deem necessary for the determination of the allotment of
funds under the terms of chapter 3 et seq. of this act. Each district employ-
ing 25 teachers or more shall furnish to the superintendent of public instruc-
tion a copy of its salary schedule and a statement to ﬁhat extent the schedule
is being observed.

Sec. 173. On or before the first Monday in November of each year each
district of this state shall furnish to the legislative fiscal agency of the
state legislature such information as the agency shall require on forms
prepared and furnished by such agency, relative to the expenditure of funds
appropriated under this act by the legislature for the prior year.

Sec. 174. The superintendent of each intermediate district between
August 20 and August 30 of each year, and at any other times upon the request
of the treasurer of the county, shall furnish to the county treasurer the
names and post office addresses of the treasurers and the presidents and
secretaries of the boards of all districts in his county.

Sec. 175. The secretary of the board of each district enrolling non-
resident pupils shall certify to the superintendent of public instruction

on forms furnished by the superintendent of public instruction, the number of
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nonresident pupils enrolled in each grade on the fourth Friday following
Labor day of each year, the districts in which the nonresident pupils reside,
the amount of tuition charged for the current year, and any other information
required by the superintendent of public instruction.

Sec. 176. The superintendent of public instruction shall inform, in
writing, each legislator, prior to the warrants being delivered, of the amount

of money each district in the legislator's respective representative or

senatorial district will receive.
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CHAPTER 16
PENALTIES AND FORFEITURES

Sec. 181. Any school offictal or member of any board, or othér persons,
neglecting or refusing to do or perform any act required by him by this act,
or violating or knowingly permitting or consenting to the violation of the
provisions of this act, shall be deemed guilty of a misdemeanor, and on
conviction shall be punished by a fine not to exceed $500.00 or by imprison-
ment in the county jail not exceeding 3 months, or both such fine and
imprisonment, in the discretion of the court.

Sec. 182. Any district which fails through the negligence of its
officers to file reports in accordance with chapter 15 shall forfeit such
proportion of funds to which the district would otherwise be entitled under
the terms of chapter 3 et seq. of this act as the delay in said reports bears
to the school term as required by.law for the district.

Sec. 183. As provided in the school.code of 1955, as amended, the board
of any district shall not permit any unqualified teacher to teach in any
grade or department of the school. Any district employing teachers not legally
qualified shall have deducted the sum equal to 1/2 the amount paid such
teachers. The superintendent of each intermediate district shall notify the
superintendent of public instruction of the name of the unqualified teacher
and the district employing him and the amount of salary the unqualified
teacher was paid with respect to districts within his intermediate district.
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Section 2. Act No. 312 of the Public Acts of 1957, as amended, being
sections 388.611 to 388.652 of the Compiled Laws of 1948, {s hereby repealed.
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