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The EPIC Approach

The Education Policy Innovation Collaborative (EPIC) at Michigan State University is an
independent, non-partisan research center that operates as the strategic research partner
to the Michigan Department of Education (MDE), the Center for Educational Performance
and Information (CEPI), local school districts, and Michigan-based organizations.

EPIC is devoted to research with consequence and the idea that rigorous evidence
can improve education policy and programs, and, ultimately, students’ lives.
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CLOSE PARTNERSHIPS TIMELY RESEARCH ACTIONABLE FINDINGS

EPIC conducts original research using a variety of methods that include advanced
statistical modeling, representative surveys, interviews, and case study approaches to
produce new insights that decision-makers can use to create and implement policy.
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Research

Questions
« How have demographic

trends in Michigan's K-12 RESEARCH REPORT

Egg’ﬁ'c‘lts'_?” affected district Funding Michigan's Future:

’ Three Decades of School Finance

« Ininflation-adjusted terms, and the Policy Questions Ahead

have per-pupil revenues W -4

C h a ngEd Ove r ti m e? M;‘atthew G_L;zman, EPJ:C F_?esearch Assistant

- How has the mix of
revenues from restricted
and unrestricted
sources shifted?

* Ininflation-adjusted terms,
have districts’ expenditures
changed over time?




Money Matters in Education

6 Teacher Outcomes

Increased funding improves
educator outcomes as well

Higher salaries

e Student Outcomes

If sustained for at least
4 years, increased funding
produces stronger student

outcomes Higher retention

Higher attendance

Higher achievement @ N Evid
More likely to attend and eW Evidence

complete college

Less likely to enter Emerging evidence suggests
the criminal justice system ~ that spending on
in adulthood instructional salaries

drives improved outcomes

EPIC Sources: Baron et al., 2024; Hyman, 2017, Jackson & Mackevicius, 2024;
- Rauscher et al., 2024; Sun et al., 2024
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...the plan was intended to help improve schools without increasing
the burden on property owners. Less than 10 percent of school
financing would come from property taxes, accomplishing Mr.
Engler’s initial goal, as well as equalizing expenditures in rich and
poor school districts...

*“Although this is still not the complete answer to equitable,
adequate and stable funding of the schools in our state, it
does provide the best option at this time,”

~ [superintendent of Detroit Public Schools]

*“I'm still concerned. The only thing | hope is that the Legislature
with the Governor's help at least makes sure the funding is there
for schools over the next few years.”

~ [superintendent of Kalkaska]




Michigan’s Student Population Declined by
20% Since 2000 and is Estimated to Decline
at the Same Rate Through 2050
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Source: WONDER Database, Centers for Disease Control; 2024 Vintage Population Projections,

Michigan Center for Data and Analytics; Population Estimates Program, U.S. Census Bureau



In 2024, the Typical Michigan District Was
Half as Large as the Typical District in 1995
and Had Just Over Half as Much Revenue.

Number of Districts

Median # of Students 1,687 1,173 781

Total Revenues (2024$) $25.46M $19.48M $12.85M

# of Districts With
<= 200 Students

EPIC

40 98 117




Michigan's Student Body Has Much
Greater Needs Now Than in the Past

Percent of Total Student Population
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Real K-12 Operating Revenues Show
Transitions in 2002, 2014, and 2022

Funding generally increased from 1979 through
2002 when it reached its peak.

Average Per Pupil Revenue Peak Funding
$18K - $16,557
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Real K-12 Operating Revenues Show
Transitions in 2002, 2014, and 2022

Funding steadily declined from 2002 through 2014.

Peak Funding
Average Per Pupil Revenue $16,557
$18K
$16K
e \I’_"\/
PI2KT 1otal
$10K
Funding Declined
s8K T State and Local Only 23% from
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Real K-12 Operating Revenues Show
Transitions in 2002, 2014, and 2022

Funding remained generally level from 2014 through 2022.

Average Per Pupil Revenue Peak Funding
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Real K-12 Operating Revenues Show
Transitions in 2002, 2014, and 2022

Funding increased starting in 2022 but remains
below the high point set in 2002.

2024 Real
Average Per Pupil Revenue Peak Funding Per-Pupil Funding
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Foundation Allowance Now Covers Only
2/3 of State and Local Revenues:
More Comes From Categorical Grants

Proportion of School District Revenues
100%

80% - Foundation Allowance
60% [
40%
20%
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o-——w———F——F—F—F—F——"— 77— T 77— 7

Fiscal Year




Complexity of
Categorical Funding

Affordances of categorical grants

- Direct more resources to districts
with varying needs

- Provide accountability for districts
by earmarking dollars for specific
services or groups

- Provide accountability for the state by
pairing requirements to provide new
services or existing services at a greater
level with funding to provide them

Challenges posed by categorical grants
- Reduced budget flexibility
- Funding can be unstable over time

- Compliance & administration costs | EPIC




Payments Toward Pension UAALs Account for a
Growing Share of Operating Expenditures,
Reaching Approximately $2100 Per-Pupil as of
FY24

16,000
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Per-Pupil Expenditures on Basic Instruction Has
Been Relatively Stable Since 1995

Dollars per Pupil
$8K

$6K | W

v
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The Composition of Instructional Expenditures
Has Shifted Away From Salaries and Toward
Mandatory Coverage

Proportion of Per-Pupil Basic Instruction Expenditures
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Changes in Inflation-Adjusted Teacher
Compensation Reflect the Shift Away From
Instructional Salaries

Real Average Teacher’s Salary, 1995-2024
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There is Strong Support to Increase K-12 Funding

If you were making up the state budget for Michigan this year,
would you increase, decrease, or keep spending the same for...

State Budget Priorities - Public Opinion

K-12 education 651 28188 6.1

Roads and bridges 61.3 B3NS .6

Healthcare 57.5 SESN 9.6

Assistance to the needy 54,5 354 1011

Early childhood education 490 415 9.5

Environmental protection 41.7 326 256

Colleges and universities 235 44,2 323
o 2(::% 46% 6CI'% SC;% 106%

EPIC . Increase " Keep spending . Decrease
the same




Key Takeaways

E

Money matters for
student outcomes

Demographic changes
in Michigan mean

that education is more
expensive now

K-12 revenues have not
kept pace with inflation

District budgets are
more complicated

- Flexible dollars are a
smaller share of
budgets

- Districts are asked to
do more for students

Spending on benefits
earned in the past

has reduced the
resources available for
classrooms today




Insight on Current and Future K-12 Funding Debates in
Michigan

Pressure to consolidate districts/services

Shift to a weighted funding model?
- Included in governor's budget

- Senate and house K-12 Appropriations Committees have had
hearings

Growth of non-K-12 programming in School Aid Budget
- Higher education ($1.3B FY26)
- Early childhood education ($667M FY26)

Educator workforce
- Teacher compensation
- The future of MPSERS

E




EPIC

Education Policy
Innovation Collaborative

Education Policy Innovation Collaborative
COLLEGE OF EDUCATION | MICHIGAN STATE UNIVERSITY

236 Erickson Hall, 620 Farm Lane, East Lansing, M| 48824 | (517) 884-0377 | EPICedpolicy@msu.edu




The Relationship Between
Demographics and Finance

Some student groups are more
expensive to educate:

1. At-risk/economically
disadvantaged students
(~35% more)

2. Students with disabilities
(SWDs) (70% - ? more)

3. English learners
(35%-70% more)

Sources: Augenblick, Palaich & Associates, 2021, Arsen et al., 2019
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Tracking Inflation

What is inflation?

Inflation is a general rise in prices, which erodes
purchasing power

All prices do not move in the same direction
or at the same rate

Because different entities (consumers, businesses,
governments, etc.) purchase different things, and in different
quantities, they can experience different rates of inflation

Different inflation indices track general prices
for different entities and groups

It is important to select a measure of inflation (price
deflator) that is appropriate for a given purpose




Tracking Inflation
Multiple Measures

For the purpose of K-12 finance in Michigan,
two measures of inflation are relevant;

1. CPI (consumer price index, generally for urban consumers):
- Tracks inflation experienced by consumers

- Measures inflation using prices for a market basket of goods and
services and weights based on consumer spending

- Housing, food, and transportation comprise a large share

2. GDP-SL (gross domestic product deflator
for state and local governments):

- Tracks inflation experienced by state and local governments
- Measures inflation using the cost of providing government services
- Labor and related costs are the largest component

E




Using an inappropriate measure of
inflation can change one’s inference
about K-12 funding over time.

Inflation as a Percentage of Costs Relative to 1990
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The foundation allowance was intended

to equalize funding. This was accomplished
by reducing revenues for historically
higher-funded districts.

Foundation Allowances
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Spending on Mandatory
Coverage has Doubled

MPSERS is the largest component and now accounts for
roughly 1 of every 5 dollars of K-12 operating revenues

Dollars per Pupil
$4.5K

$4K |
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$3K |
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$15K Mandatory Coverage
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