








After a meeting in February 1996, the NEA Resolutions 
Committee issued a preliminary report that included tax 
reform resolutions to be voted on by the NEA Representa-
tiveAssembly in July 1996. On July 4 and 5, the Assembly 
voted to adopt these resolutions. Specifically, the NEA 
(with the MEA voting to adopt) accepted resolutionA-21 
that states: 

The National Education Association supports tax reform 
and believes that it should: 

a. Increase tax fairness and raise revenue 
necessary to finance quality public educa-
tion and other public services 

b. Prevent excessive reliance on property tax 
or any other single tax 

c. Reflect the findings of comprehensive 
studies of the total individual and corpo-
rate tax burden 

d. Assure a tax burden distribution that 
reflects the ability to pay and that safe-
guards family subsistence 

e. Assure that statewide uniformity in 
property tax effort be required 

f. Provide for increased local and state 
funding of public education 

g. Not be used to place arbitrary maximum 
limits on any state or local government's 
ability to spend or tax, particularly since 
such limits have a negative impact on the 
full funding of schools 

h. Eliminate tax laws and rulings that are 
harmful to education employees and 
educational needs.38 

Although the MEA and NEA voted to support tax reform, 
the elements of the adopted resolution A-21 represent 
something of a departure from Michigan's education 
spending caps and limits on millage increases placed on 
school districts. For examplel the resolution opposed 
spending and taxing limitations because of the negative 
effects such provisions can have on the full and adequate 
funding of schools. The NEA understands policymakers' 
desire to equalize spending among rich and poor districts 
and to ensure the efficient use of scarce school funds. 
However, the association is also concerned that the greater 
fiscal constraints placed on districts may be levied arbi-
trarily and limit local schools' and districts' abilities to 
effectively meet the educational needs of specific student 
populations. 
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Although resolution A-21 contains statements that are 
incompatible with some of Michigan's efforts at school 
finance reform, the MEA has not yet collectively and 
publicly expressed strong opposition to school finance and 
tax reform measures implemented in the state. The MEA 
has essentially taken a "wait-and-see" position, choosing 
to withhold specific judgement as to the effectiveness and 
impact of state education finance and spending efforts 
until more data can be collected for more comprehensive 
evaluation. 

The MEA also has expressed concern over the tax reform 
plan's greater reliance on the state sales tax as a source of 
revenue for schools. When the original tax reforms were 
introducedl the MEA questioned the stability of the sales 
tax base. As education policy researcher Chris Pipho 
suggests, "The Michigan Education Association opposed 
the state's move to a sales tax and favored reliance on an 
increase in the state income tax. The teachersl union felt 
that the tax base for the sales tax was likely to drop during 
an economic recession.//39 In other words, a decrease in the 
tax base would result in less funding for schools if districts 
were dependent on state sales tax revenues for a large 
proportion of education funding. 

In the event that voters had rejected the referendum 
calling for the heavier reliance on sales tax revenues to 
finance education, Michigan legislators developed tax 
alternatives that were compatible with MEA requests. If 
the ballot proposal did not pass by referendum, state 
legislators offered a statutory alternative that would 
instihlte a 1.6 percent increase in personal income tax for 
financing education.4o This option was more compatible 
with MEA representatives' hope to finance education 
using a more stable tax base. However, the statutory 
alternative was never implemented since Michigan 
citizens voted to accept a two-cent increase in the state 
sales tax to be directed toward education finance. 

Lessons Learned 

The tax and school finance reform initiatives Michigan 
implemented in 1993 and 1994 were designed to address 
several issues in state public policy. 

First was the increasing dependence on local property 
taxes to finance public education. Property owners in 
Michigan felt unduly burdened by property tax rates that 
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were about 30 percent higher than the national average. 
Citizens supported efforts to improve the structure and 
quality of education in the state but demanded that such 
improvements be made without raising already high 
property tax rates. Through Public Act 145 and Proposal 
A, Governor Engler and state legislators 
hoped to lessen the burden of local property 

funding mechanism, centered on the Basic Foundation 
Allowance, has shortened the range between low and high 
revenue districts. According to Addonizio, Kearney, and 
Prince, the ratio of school spending by the wealthiest 
district to spending by the poorest was 3.2:1 before the tax 

reforms. The we~lthiest district, Bloomfield 
Hills, spent $7,081 more per pupil than the 

taxes among district residents while 
widening the tax base for education spend-
ing and equalizing spending across school 

Michigan's reform efforts poorest district, Onaway. After the tax 
reforms were implemented, however, the 
spending ratio was reduced to 2.5:1 in 1994-
95. The difference in spending between the 
richest and poorest districts fell to $6,318.42 

While Michigan took a step toward equaliz-
ing spending across school districts, hold-
harmless clauses and options allowing 
district citizens to vote for additional 

may serve as a model for 

districts. other states that wish to 

Although the tax and education reforms 
have only been in. effect for a short time, 
preliminary analyses suggest that Michigan 
school districts may be moving closer to 
reaching the policymakers' goals. In 1995, 
authors Michael Addonizio, C. Philip 
Kearney, and Henry Prince concluded, 
"School property taxes have been reduced 

better equalize school 

spending through policies 

that are more expedient, 

affordable, and politically 

viable than a complete millage increases maintained local districts' 
flexibility in deciding how much to spend 
on local schools. Thus, despite the tax and 
education reforms enacted at the state level, 
a great deal of fiscal and administrative 

overhaul of current 

by more than half and the state share of K-
12 revenues has risen from 45 to 79 per-
cent."41 The increased role of the state government in 
financing education has lessened the burden on those 
district residents who may be less willing or able to 
support increased spending for local schools. At the same 
time, the state-enacted reforms have left room for other 
districts to find revenue options for financing greater 
demand for educational services. 

In the attempt to lighten the citizen load of property taxes 
without substantially decreasing state and local revenues, 
policymakers were also challenged by the need to widen 
the pool of resources. Provisions in the reform plans such 
as the increase in the state sales, cigarette, and real estate 
transfer taxes were designed to spread the tax burden over 
a wider base of public fund sources. In this way, Governor 
Engler and the state legislators acted to more effectively 
and efficiently use the revenue sources at the state's 
disposal. 

Another question Michigan legislators and Governor 
Engler faced was how and to what degree to equalize 
school spending across local districts. Policymakers 
recognized the growth in court cases in Michigan and 
across the country that challenged the constitutionality of 
disparities in district spending. Michigan's new school 
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systems. 

autonomy remains at the local level. 

Court cases in Michigan and other states that challenge 
inequity in school spending across districts have not set a 
clear precedent that requires state and local governments 
to fully equalize school spending. In Jackson Public Schools 
v. State of Michigan, the Michigan Court of Appeals found 
that the state's equal protection clause did not require the 
state legislature to provide equal financial support for 
public schools.43 Equal protection under the law could be 
provided for students without requiring fully equalized 
spending among school districts. But Michigan found a 
way to restructure the state education finance system that 
so far has not been challenged as a violation of the state's 
constitution. 

Michigan's reform efforts may serve as a model for other 
states that wish to better equalize school spending through 
policies that are more expedient, affordable, and politically 
viable than a complete overhaul of current systems. States 
may find that education finance proposals need not 
completely abolish fiscal discretion and autonomy at the 
local level. Greater equity in spending and state resource 
allocation can coexist with a degree of local districts' 
freedom to determine how to raise and spend revenues. 
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In addition to the explicit goals related to equalizing 
school district funding, the underlying impetus of 
Michigan's reforms was to improve the quality of educa-
tion throughout the state and especially in poorer districts. 
But spending more on education and more fairly distribut-
ing the burden of school finance will ultimately mean little 
if students' academic performance doesn't improve. 
Therefore, a key question in evaluating the effectiveness of 
the changes is where to look for evidence of improved 
student performance and how to control for other factors 
which may also affect performance. 

A February 1997 news release by the Michigan Depart-
ment of Education reported that, according to the National 
Assessment of Education Progress Report, fourth-grade 
students in the state showed a six-point increase in 
average standardized mathematics test scores. Eighth-
graders showed a ten-point gain. In contrast, the national 
average gain in mathematics scores for fourth- and eighth-
grade students was only four points.44 

Policymakers and educators are cautious when drawing 
conclusions about the effectiveness of school spending and 
tax reforms based on standardized test scores. As noted 
previousl)" researchers are questioning the validity of a 
causal relationship between spending and performance. 
Additionally, math scores are only one measure of perfor-
mance. Other areas of student activity, including trends in 
test scores on other academic subjects, must be analyzed as 
well. Even more important, the effects of tax reforms 
should be separated from other factors such as changes in 
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I In Tennessee Small School System v McWherter, 851 s.w.2d 139 
(Tenn. 1993), and Edgewood Independent School District v Bynum, 
No. 362515 (Tex. Dist. Ct. Travis County, filed 23 May 1984) the 
Tennessee and Texas school finance systems were challenged as 
violations of the states' constitutions. Edgewood Independent School 
District v Bynum (1984) was first in a series of school finance cases 
filed in Texas. 

2 Each mill translates into $1 per $2,000 of the assessed market 
value of the property. 
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curriculum, the purchase of new technology, and systemic 
changes (the development of charter schools for example) 
to determine the net impact of the fiscal reform efforts. 
Nevertheless, if one element of student performance is 
improving, Michigan policymakers, teachers, and parents 
will undoubtedly be encouraged to continue with the 
reforms. And any gains in shldent performance in 
Michigan may encourage other states to adopt similar 
reforms. 

Perhaps one of the most important lessons Michigan 
policymakers learned in attempting to meet citizens' 
demands for reforms in education finance and tax struc-
tures was that such challenges cannot be effectively 
addressed with one statute or policy. Different tools and 
options must be combined in a package of initiatives that 
approaches the policy problem from different perspec-
tives. Issues of education finance and tax systems are 
simply too complex to be covered by one plan. Moreover, 
Michigan's reform initiatives emerged from a constant 
public debate among stakeholders both inside and outside 
the legislature. Parents, teachers, unions, legislators, 
property owners, and tax experts engaged in substantial 
policy discussions. By including various stakeholders in 
the reform process, Michigan policymakers succeeded in 
incorporating the ideas and concerns of all stakeholders in 
the resulting policy outcome. Indeed, making more room 
at the policy table may be the key to the success of current 
and future policy initiatives in Michigan and across the 
country. 
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