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(Lansing, MI – January 31, 2007) Frustration over potential cuts to school district budgets is being felt from 
Ishpeming to Wyandotte.  

A January 2007 survey conducted by the Michigan School Business Officials (MSBO) found that if the 
Michigan Legislature reduces the per pupil foundation grant by $224 about 120 districts (20 percent) would go 
into deficit by the end of the 2006-07 school year. The survey revealed that if districts were cut by $100 per pupil 
about 60 districts (10 percent) would go into deficit by the end of the 2006-07 school year.  

“Our members are more frustrated than I’ve ever seen them,” said Tom White, MSBO Executive Director. 
“They’re frustrated because before the elections we were told we would be receiving $210 per pupil, which is a 
three percent increase. But after the elections we’re being told to expect significant cuts. This means that four of 
the last six years districts have dealt with cuts, or no increase in their foundation allowance.” 

District administrators feel frustrated for a number of reasons. (See attached “MSBO 2007 Budget Shortfall – 
Comments from School Districts.”) News of the potential cuts comes more than half way through the school year. It 
is difficult for a district to do anything but cut harshly and/or spend the money that’s been set aside for cash flow 
purposes i.e., meeting payroll deadlines because each state aid payment is about two months late.  

Schools are also frustrated because they’ve done the things they’re supposed to do to be fiscally responsible. 
Over the last five years districts have cut budgets, reduced staff and programs. They’ve taken steps to operate more 
efficiently by increasing cooperative ventures, using distance learning, and coordinating administrative and 
curricular activities within intermediate school districts.  

“The Michigan Legislature has been unwilling — or unable — to address the structural problems with our 
state and school revenue sources that we’ve known about for five years,” White said. “In the last six years, 
education funding from the state has risen just 8.8 percent — and this includes the three percent we were promised 
this year — while inflation has risen 16 percent.” 

The survey also found that if there is no increase in the foundation allowance from the 2006-07 year to the 
2007-08 school year: 

• 28% or 168 districts would be in deficit 

• 53% or 318 districts would cut their workforce by five percent or more 

• 70% or 420 districts would reduce programs for students  

“It’s widely accepted that education is the key to economic prosperity. And schools in Michigan have held up 
their end, and will continue to do so.” White emphasized. “We’re doing the best we can, and we’ll continue 
working for the citizens and students of Michigan, but it’s time that people contact their Legislators and ask them 
to fix the problem with our state budget, and to correct how schools are paid. Michigan schools need stable, 
reliable revenues.” 

MSBO is a statewide association representing the interests of over 1,800 school business officials.     

### 

MSBO recent survey reveals one of five districts could be in deficit if Legislature implements proration 
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“Keep your promise. Proposal 5 was defeated in measure because politicians touted the current school year 
increase in foundation allowance as treating schools fairly. Now to take it all away yet leave districts with 
retirement and health care costs, etc., etc. angers our parents and community. Keep your promises.” 

 
********************************************************************************* 

 
“Like Weight Watchers, the first 30 pounds comes off much easier than the last five. The fat has been gone for 

years, we have no contingency fund, we must submit a balanced budget and we must come within budget — and 
make AYP, improve MEAP scores and implement new HS requirements. Have a good day!” 

 
********************************************************************************* 

 
“The State of Michigan, our funding partner who provides about 95% of our revenue, must find a new stable 

source of revenue to support schools. If school funding cuts occur this winter, it will be the third year out of five 
years where funding amounts as promised early in the year are cut.  

“This makes it nearly impossible to provide the quality of education necessary today to meet the achievement 
demands determined by the state and federal governments. If the cuts take place as anticipated, it will continue the 
dismantling of public schools as we know them today due to seven years of under funding and budget cuts.  

“Our district has been relatively stable until now, due to anticipation of difficult times, but another round of 
cuts will likely come directly from student instruction and good programs that have been developed over the years. 

“Promises made should be promises kept. When Proposal A passed, it was understood that the state would 
provide replacement funding for the property taxes reduced. The state has not been keeping up its end for the 
bargain and needs to step forward with a new plan.” 
 

********************************************************************************* 
 

“At the close of the 2005-2006 school year our fund balance was just below 3%, during the last several years 
we have cut everything possible out of our budget. Our class sizes have dramatically increased, and we contract out 
for Business Services, bus maintenance, Technology Services, and our maintenance and custodial staff is reduced to 
a few employees. The only way we could survive a cut of this magnitude would be to close one of our three 
buildings and try to fit everyone in two, or make major cuts to Athletics or Transportation.” 
 

********************************************************************************* 
 

“We have continued to reduce staff and programs every time the State cuts our funds - THERE ARE NO 
MORE PLACES TO CUT!!!! Any cuts will directly affect students and the quality of their education!!!” 
 

********************************************************************************* 
 

“Our district has been cutting programs over the past several years. This is eroding our ability to meet state and 
national academic requirements and our ability to retain quality educators. As a small rural district we have 
continued to lose students and this trend could put us in a deficit fund balance in 2007-08 if we lose more than 
15 students. Please do not take our funding, we need our kids to succeed in order for our state to recover and 
succeed.” 
 

********************************************************************************* 
 

“To have the anticipated carry over of 95 million evaporate and end up with the $377 million shortfall shows 
negligence on the part of the state personnel. A $472 million swing does not just occur overnight. As a charter 
school, the foundation allowance is what we run this school on. We prepare our budgets based on good faith on 
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what we are told coming out of Lansing. If this magnitude of ‘swing’ were to occur in the private sector, heads 
would be rolling all over the place. 

“To require schools to prepare and submit budgets in July and then seven to eight months later tell them that 
their revenues will be cut gives them very little time to make adjustments in their spending. This is akin to offering 
an ‘all expense paid’ vacation to Disneyland and then once on site saying that the hotel, food, transportation is not 
being covered, but the cost of the entrance fee will be paid for. We have more stringent laws in place for contests 
then we do for educating our children! 

“Shame on Lansing!” 
 

********************************************************************************* 
 

“It is too late to adjust our current programming to offset a current year proration. In addition, if we could 
have cut anything more in good conscience — we would have done it last August.” 
 

********************************************************************************* 
 

“We would have to absorb the proration this year via fund equity reduction which is projected to be about 
$800,000 at this year’s end. At $224 per pupil, we would end the year with roughly $500,000. Our budget is 
13.5 million. We have lost over 22% of our student FTE's in the past 6 years and anticipate continued declining 
enrollment. We have closed schools and sold 1 building. We have another building for sale. We have over-crowded 
classrooms at some grade levels. We are shifting to a HS trimester in order to meet the new HS requirements 
without adding staff.” 
 

********************************************************************************* 
 
We have already closed three schools and cut $10 million from our budget over the years. We have few options 

left.”  
 

********************************************************************************* 
 
Our Board of Education has been fiscally responsible which is why we aren’t in deficit. There have been 

reductions, but the board has also tried to continue programs as best they can. Our fund balance has reduced from 
20% to 7% in order to do this. Several of our class sizes are too large and there are no frills. We would survive a 
0% increase next year, but if the full proration takes place this year and a 0% increase next year, we will probably 
have little or no fund balance remaining at the end of 2007/2008. 

 
********************************************************************************* 

 
“We have a few retirements in our custodial/ maintenance unit coming up. We will look at not filling the 

positions and possibly going to every other day cleaning. We are also talking with three other districts in southern 
Macomb County to share teachers for advanced placement classes. Any cuts or lack of funding increases moves 
privatization of custodial services one year closer.” 

 
********************************************************************************* 

 
“Any prorated reduction is not acceptable. Our fund balance is there for emergency repairs. We are dealing 

with buildings that are 40-75 years old. We could have easily spent every dime that we have in fund equity to do 
repairs on buildings that are in dire need. Instead we have tried to maintain a fund balance to protect us from 
emergencies. To be forced to use fund equity for operational expenses because of bad budgeting on the part of the 
State of Michigan is unacceptable. As school leaders if we presented and adopted budgets that were that far off each 
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year we would be fired. The State continues to violate the most important budget rule - under estimate revenues 
and over estimate expenses. Sorry for the negative attitude but this type of continual hits on school districts is almost 
criminal. They passed a budget that they knew was not feasible but they did for re-election purposes.” 

 
********************************************************************************* 

 
“The only thing left to cut is in the area of instructional services to students. All nonessential programs and 

services have been cut.” 
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