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Budget Process Options
Used in Michigan

1. Rollover Budget

2. Modified Zero-Based 
Budgeting

3. Full Zero-Based Budgeting

4. GFOA Smarter School 
Spending
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Rollover Budgeting DISADVANTAGES

Minimal 
department or 
building input

Largely based on 
business office 

perceptions

Buildings and 
departments not 
held accountable

Continues prior 
spending patterns 
that do not reflect 

true needs

Can result in 
massive budget 

variances at 
yearend

Budget not tied 
to strategic 
planning or 

academic needs
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Zero Based 
Budgeting 
Definition –
WSJ - CFO 
Journal 

December 21, 2018

The belt-tightening 
approach requires 
managers to start 
from a budget of zero, 
justify every expense, 
assess the benefits of 
spending patterns 
and rethink how to 
deploy resources to 
more swiftly achieve 
organizational 
priorities.
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Rollover 
Budgeting 
Definition –
WSJ - CFO 
Journal

December 21, 2018

The practice stands in 
contrast to traditional 
budgeting techniques 
that rely on historical 
spending patterns to 
determine future 
allocations, a tactic 
that can mask the 
true needs and 
spending of business 
segments, if not 
managed properly.
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ZBB Engages 
Entire Organization

Superintendent and Board of 
Education Support Required!
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Budget 
Development 
Process 
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Levels of
Collaboration

Teachers and Building Support

Principals and Supervisors

Superintendent and                     
Central Office

Board of Education and 
Community

Michigan Departments of 
Education / Treasury

Emergency Manager



Recommended Budget System

• Proactive, transparent, and 
collaborative budgeting

• User friendly data

• Cost centers 

• Focus on monthly financial 
statements 

• Budget development 
timeline
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Recommended Budget System

• Involve stakeholders

• Budget amounts must be 
annually justified

• Assess costs while weighing 
benefits

• Various levels of service are 
presented so final decisions 
can be made in reaching 
balanced budget 11



Rollover
Budgeting

(Traditional)

Zero Based 
Budgeting

Starts with existing base Starts with “clean slate”

Examines cost / benefits for 
NEW activities

Examines cost / benefits for 
ALL activities

Does not examine new ways 
of operating as a part of the 
budget process

Explicitly examines new 
approaches

Results in a “take it or leave 
it” budget approach

Results in a choice of 
several levels of service and 
cost12



Levels of Service

Must do

1

Should do

2

Wishes

3
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A Change of 
Culture

• Principals and Supervisors 
become responsible and 
accountable for their cost 
center budgets

• Spending is tied to district 
goals

• Central office is no longer 
the “piggy bank” that bails 
out mid-year spending 
impulses
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A Change of 
Culture

• Business office and 
superintendent monitor 
but do not propose budget 
amounts for cost centers 
money

• Year end spending just to 
spend budget is minimized

• Building leaders assist in 
district-wide budget 
balancing goals
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Zero Based 
Budgeting 
Advantages

Eliminates “spend it or lose it” 
thinking

Creates budget ownership by 
department

Detailed FTE Compensation 
(85%) and Grants Input Required

Reduces mid-year budget 
requests

Minimizes budget surprises and 
year end variances

16



Zero Based Budgeting 
Applications

See Exhibits A and B

17



18



19



20





22



23



24



25



Preferred Budget Timeline

•November – Board / administrative 
workshop on budget process and facts

• Jan / Feb – Departments / buildings 
prepare budget requests

•March (beginning) – Formal budget 
presentations are made to central office 
administrators



Preferred Budget Timeline

•March – Administrators narrow budget 
imbalance to develop balanced budget 
recommendation

•April – FIRST DRAFT of budget reviewed 
in board / administrative workshop

•May – June – Board presentations and 
adoption



Top 10 Tools 
for Michigan 
School 
Budget 
Development
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Budget Tool 1
District Strategic Planning is the process of 
determining what an organization wants to 
be at some point in the future and how it will 
get there, according to MASB.  I my 
experience, I have observed that a minority 
of districts have a recent strategic plan.  A 
collaboratively developed plan is critical for 
moving the district to the next level of 
operation.  Avoid minimalist thinking. Visit 
www.MASB.org for more information on 
district strategic planning.
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Budget Tool 2

Budget Development Goals and Decision-
Making Parameters is a document based on 
district vision and mission that is jointly 
developed by stakeholders to assist with 
decision-making alternatives for the 
budgetary areas of personnel, professional 
development, supplies, capital outlay and 
financial integrity with sustainability as an 
overriding goal. For more information, 
contact donsovey@gmail.com
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Budget Tool 3

Collaborative Budget Process is the basis for 
development of a sound budget document 
that will reflect clear goals for student 
achievement in alignment with the district 
strategic plan.  I recommend a zero-based 
budget approach for your underlying budget 
development process.  For more 
information, contact donsovey@gmail.com.
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Budget Tool 4
Best Practices in School Budgeting is published 

(Copyright 2017 ) by the Chicago-based 

Government Finance Officers Association 

(GFOA).  GFOA is a non-profit organization 

serving the US and Canada which specializes in 

research for best practices.  Copies are available 

at  http://www.gfoa.org/publications.  This is the 

most authoritative document for developing 

your higher-level budget process based on 

national research.
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Budget Tool 5

A Better Way to Budget – Building Support 
for Bold, Student-Centered Change in Pubic 
Schools by Nathan Levenson; Copyright 
2015; Harvard Education Press; Available at 
Amazon.com.  This is an easy must-read for 
all central office personnel and will bring 
your district to a new level of budgeting and 
communication.
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Budget Tool 6

Enrollment projection by Stanfred 
Associates; Email f.ignatovich@att.net.  This 
service provides the most research-based 
five-year projection available for budget 
development purposes.
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Budget Tool 7

Long-Range Financial Projection is a highly 
recommended tool that should be developed 
annually at the time of the original budget 
development and each time the budget is 
amended.  There are various products 
available to assist with the development of a 
projection. For more information on a 
customized projection contact 
donsovey@gmail.com
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Budget Tool 8

State Aid Payment Calculation is an Excel 
spreadsheet that will replicate your current 
state aid payment and can be used for state 
aid payment calculation for future years in 
conjunction with your Long-Range Financial 
Projection.  Visit 
http://www.michigan.gov/mde/0,4615,7-
140-6605---,00.html.
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Budget Tool 9

Strategic Abandonment Tool from GFOA 
provides a good discussion document for 
evaluation of program effectiveness and 
potential program sunsetting; Visit 
http://www.gfoa.org/pk-12-budgeting-
strategic-abandonment-tool
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Budget Tool 10

Academic Return on Investment (A-ROI) is a 
tool used to emphasize cost effectiveness in 
budget decisions and help decision makers 
make more informed choices between 
different potential uses of resources; 

Visit http://www.gfoa.org/pk-12-budgeting-
academic-roi.
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CRAFT MESSAGES THAT RESONATE WITH STAKEHOLDERS - APPLICATION



Data Analytics

eidexinsights.com
Munetrix.com
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The 2018                   
Bay City Public 
Schools Experience 
with Zero-Based 
Budgeting

Stephen C. Bigelow, Ph.D
Superintendent, Bay City Public Schools

Jolene Compton, CFO
Director of Finance and Accounting, 
Bay City Public Schools

Jennifer Griggs
Director of Human Resources, 
Bay City Public Schools
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Current National Research on 
School Budgeting Best Practices

• Process should engage and communicate with 
stakeholders, along with prioritizing goals, 
allocating resources, and tracking progress

• The process is a plan, a tool for transparency, and 
a structure for ensuring accountability

• A partnership between business and academics

• Develop principles and policies collaboratively by 
the board and staff members who develop and 
recommend the budget

• Create the most student learning from the money 
available
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Current National Research on 
School Budgeting Best Practices

• Select programs and service providers based on 
student outcomes

• Adhere to evidence based-decision making

• Prioritize strategies and programs with proven 
cost-effectiveness

• Make student-centered decisions

• Critically re-examine patterns of spending –
develop and implement program review and 
sunset process

• Equal chance to succeed:  Ensure Equality of 
Opportunity for students
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Current National Research on 
School Budgeting Best Practices

• Take a long-term perspective

• Be transparent
• Make performance data readily available
• Consider all costs in evaluating the cost of educating 

students
• Use a consolidated budget
• Be clear on what actions are being funded and their 

intended outcomes

• Analyze current levels of student learning
• Performance data – summative assessments, which review what a 

student has learned over the course of a year, are the most important 
for budgeting and planning

• Measuring student performance – the most critical aspects of 
student performance with achievement testing are math and English 
Language Arts (ELA) assessment data conducted over multiple grade 
levels
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Current National Research on 
School Budgeting Best Practices

• Identify root cause of gap between goal and 
current state

• Apply cost analysis to the budget process

• Budget presentation should communicate:
• Goals

• Strategies and programs being pursued

• The financial plan

• Risks to long-range financial sustainability

Source:  GFOA Best Practices in School Budgeting; Copyright 2017 

45



Current National Research on 
School Budgeting Best Practices

• Include a communications strategy to inform 
participants, stakeholders, and the general public 
about how the process works and why each 
decision is made

• Transparency is a key tenet of any budget process

• GFOA recommendation:
• Assess district strategic environment

• Set SMARTER goals for multi-year district-wide 
improvement

• Understand baseline performance at the school level

• Set school site goals

46



Smarter School Spending

Best Practices in School District Budgeting



Reasons for Fund 
Balance

• Provides stability and sustainability in 
a highly volatile school funding climate

• Helps cover unexpected expenses such 
as higher utility bills, unanticipated 
building maintenance, and one-time 
costs 

• Serves as a hedge to temporarily 
offset unplanned student enrollment 
loss

• Allows districts to pay bills , including 
payroll, until the first state aid 
payment is received in late October

48



Reasons for Fund 
Balance

• Helps to offset ordinary budget 
variances that occur in the 
normal course of business 

• Provides cash to pay for up front 
state and federal grant 
expenditures, primarily payroll, 
that are reimbursed after the 
fact

• General fund reserves help boost 
bond ratings and lower related 
borrowing costs
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Early Warning Law

• Signed by governor July 1, 2015

• Provides option for ISD oversight of local 
district or PSA finances

• Budgetary assumptions must be reported by 
July 7 for any district without a positive fund 
balance of at least 5% for the two most 
recent school fiscal years

• Allows for withholding of certain payments

• Emergency manager appointment option by 
Treasury instead of State Superintendent 
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Early Warning Legislation MCL 380.1219
Assessing Financial Health

1. Financial Practices (Uniform Budgeting 
and Actg Act, Bud Variance, Amendments)

2. Comparative staffing, wages, and 
benefit costs with other districts

3. School building student capacity 
utilization

4. Comparative non-instructional costs

5. Enrollment projection methods
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Early Warning Legislation MCL 380.1219
Assessing Financial Health

6. Deferred maintenance and capital 
investment needs

7. Substitute costs, workers comp, 
unemployment, insurance

8. Pupil transportation costs / routing

9. Bargaining agreement costs current 
and future
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Budgeting 
Tools
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What are the Best Strategies 
to Reach our Goals?

Academic Return on Investment
(A-ROI)



What is A-ROI?

The practice of scientifically evaluating the 
cost-effectiveness of academic programs / 
strategies and then deciding on where to 

allocate resources accordingly
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What is A-ROI?
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Foundations of A-ROI

S57



Evidence-Based Decision-Making + 
Cost-Benefit Analysis

• Program “A” = 1.25 year’s reading improvement

• Program “B” = 1.4 year’s reading improvement

With just that information the choice is obvious

S58

12% 
Better!



A-ROI Conceptual Foundations

1.Reconsider your 
knowledge of what really 
works

2.Define the problem before 
seeking its solution

3.Follow the scientific 
method
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A-ROI Conceptual Foundations

4.Seek out the greatest net 
benefit

5.Ignore sunk costs

6.Pay attention to 
opportunity costs
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A-ROI 
“smart 

practices” 
themes

• Establish your own 
principles of A-ROI

•Recognize that not all 
forms of evidence are 
equal

•Be meticulous about 
the research question 
and outcomes
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A-ROI 
“smart 

practices” 
themes

•Make sure the 
program is 
implemented well
•Make the results 

resonate
• Specify the outcome 

you are measuring and 
how it will be 
measured
•Avoid common 

decision-making 
pitfalls
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Strategic 
Abandonment

Application
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Sources of Reference and Research

• MSBO website: http://www.msbo.org/

• MDE State Aid and School Finance: http://www.michigan.gov/mde/0,1607,7-
140-6530_6605---,00.html

• CEPI Enrollment: https://cepi.state.mi.us/msds/AuditForm.aspx

• MDE / Administrators / Money Matters 
http://www.michigan.gov/mde/0,4615,7-140-5235_6093---,00.html

• Eidex: http://www.eidexinsights.com/

• Munetrix: www.munetrix.com

• Government Finance Officers Association: www.gfoa.org

• Hiring Solutions, LLC; www.hiringsolutionsllc.com

• Excel Consultant Group – Consulting on Food Service, Custodial, Facilities, 
Transportation – Email: excelconsult.group@gmail.com; (517) 627.5728 
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Sources of Reference and Research

• School and Municipal Advisory Services, PC; Donald Sovey, CPA, CFO –
donsovey@gmail.com;(517) 231-0563; Bond/millage communications; 
Budget process training; Business office staffing review and mentoring; CFO 
search service; Distressed/deficit district technical assistance; Fact finding 
research and testimony; Financial mentoring for newer; superintendents and 
school boards; Interim business official service; Long-range financial 
projection training

• A Better Way to Budget – Building Support for Bold, Student-Centered 
Change in Public Schools; Nathan Levenson; Harvard Education Press; 
Copyright 2015; Available on Amazon.com

• Government Finance Officers Association, Best Practices in School 
Budgeting; Copyright 2017; Available on GFOA.org

• Informed Decision-Making through Forecasting: A Practitioner's Guide to 
Governmental Revenue Analysis; Shayne Kavanagh and Daniel W. Williams; 
Government Finance Officers Association; Copyright 2016

• What Does the Most Good….and for Whom?: A Guide to Academic Return on 
Investment Analysis; The District Management Council, Copyright 2014
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Questions?

Donald Sovey, CPA

(517) 231-0563

donsovey@gmail.com
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