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ABSTRACT

POLICY CRISES AND POLICY CHANGE:
TOWARD A THEORY OF CRISIS POLICYMAKING

By

Sandra Marie Vergari

The purpose of this dissertation is the development of a theory of crisis
policymaking. The dissertation is structured according to three research questions: What
is a policy crisis? What are the effects of a policy crisis on the policymaking process? What
are the effects of a policy crisis on policy outcomes?

In this case study, I examine the Michigan school finance policy crisis of 1993. This
crisis arose when lawmakers voted to abolish the use of the local property tax for school
funding, thereby eliminating two-thirds of the funding for Michigan's public schools. In-
depth interviews with over 50 key players in the reform process provide a rich data base for
the study. Information from the interviews is complemented by documentary and archival
data.

The theory I have developed is based on a careful review of the research literatures
on policy crises and on policymaking. Further, the Michigan legislature is quite
professionalized and similar to the legislatures of other large states and the U.S. Congress.

A policy crisis exists when a majority of the policymakers in a governing body
perceives that it exists. The findings I present indicate that a policy crisis has important
effects on the policymaking process. Lawmakers confronted with a policy crisis are likely

to abandon traditional mechanisms of policymaking in favor of mechanisms that promote



a careful yet efficient resolution to the crisis. During a policy crisis, skilled chief executives
and legislative leaders are in decidedly advantaged positions over interest groups fearful of
change and an unorganized general public.

My findings also indicate that a policy crisis opens a critical window of opportunity
for policy change not only in the policy area in crisis, but also in a related policy area.

The dissertation contributes to our understanding of crisis policymaking and the
factors that contribute to major policy change. The findings presented should be of interest
to students of the policymaking process; students of school finance and sc;hool quality

reform; and, policymakers and policy entrepreneurs.
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Chapter One

Toward a Theory of Crisis Policymaking

INTRODUCTION

In 1993, property tax relief and school finance reform were longstanding
unresolved issues in Michigan. Over the preceding two decades, a series of ballot
proposals for property tax relief were defeated at the polls, including a June 1993
measure that had broad support from both Republican and Democratic policymakers.
This was a precarious situation for Republican Governor John Engler as property tax
relief had been his most salient campaign promise of 1990. Having defeated the
incumbent governor by less than 1 percent of the vote in 1990, Engler now faced his
upcoming 1994 re-election campaign without having delivered on a key promise.
Following the defeat of the June 1993 ballot measure, the Michigan Legislature was
considering an Engler-backed 20 percent cut in property taxes to be phased in over a few
years. This state of affairs was suddenly altered when a new and unexpected property
tax proposal was advanced in the Michigan Senate.

On 20 July 1993, a Democratic state senator stood before the Michigan Senate
and proposed to abolish the local property tax as a source of operating funds for the
public schools. In less than 24 hours, the proposal -- an amendment to Senate Bill 1 (SB
1) -- was approved in both chambers of the Michigan legislature. Interest groups, the
mass media, other legislative observers, and even the lawmakers themselves were caught

off guard by this course of events. When Republican Governor John Engler signed SB
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1 into law the next month, two-thirds of school operating revenue -- $6.5 billion -- had
been eliminated.! The public schools now faced the 1994-95 school year devoid of
necessary funding. Michigan lawmakers had initiated a policy crisis.2
BUILDING A THEORY OF CRISIS POLICYMAKING

In this study, I use the SB 1 policy crisis to develop a theory of crisis
policymaking. In particular, I examine the effects of this policy crisis on the
policymaking process and its outcomes. A policy crisis affects the incentives, strategies
and roles of actors with a stake in the policymaking process. These aciors include
legislative leaders, the governor, interest groups, policy entrepreneurs and the general
public. During a policy crisis, lawmakers are prompted to use extraordinary mechanisms
of policymaking that have important implications for the policymaking process.

A policy crisis opens a critical window of opportunity for major policy change -
- not only in the policy area in crisis, but also in related areas. In the SB 1 case, skilled
policy entrepreneurs were able to seize the crisis in school finance to obtain innovative
policy reform on the school quality front. The school quality policy area was not
generally recognized to be in a crisis state; however, policy entrepreneurs rccbgnized an
opportunity to capitalize upon the SB 1 policy crisis in pursuit of their policy goals.

The Michigan case is a fascinating instance of policymakers deliberately creating

a crisis in order to compel policy change. A study of this case is important for several

! When signed into law, SB 1 became Michigan Public Act 145 of 1993.

2 The Senate approved SB 1 by a vote of 29-5; in the House, the bill passed by a vote of 69-
35. See fn 13 in Chapter Three for the party distribution of the votes. For further discussion
of the events and conditions leading up to the SB 1 policy crisis, see Chapter Two.
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reasons. First, existing theories of the policymaking process do not adequately account
for the Michigan case and other cases of legislatively-induced policy crises (e.g., the
Social Security crisis of 1982-83 and the U.S. budget crisis of 1995-96). Indeed, as
noted in Chapter Three, the limited literature on the creation and consequences of policy
crises tends to focus on the executive branch of government. Examples include studies
of foreign policy crises (e.g., Hermann 1972 and contributors to Kiewe 1994) and studies
of domestic policy crises (e.g., Weinberg 1977; and contributors to Rosenthal et al.
1989). However, with the exception of Light’s (1985; 1995) work on the Social Security
crisis of 1982-83, there has been very little systematic research on policy crises and the
legislative process. My research begins to address this gap in the policymaking
literature. In contrasting crisis policymaking from ordinary policymaking, we should
gain a better understanding of both types of processes and the outcomes they generate.

Sabatier (1991: 280) points out that the field of public policy lacks a "commonly
accepted, clearly articulated, and empirically verified body of theory." He avows that
the "paramount task" for students of the policy process during the 1990s will be to apply
existing theory in a variety of settings, to refine and expand existing theories that appear
promising, to reject those that do not, and to develop new theories to take their place
(Sabatier 1991: 282). While such a task cannot be achieved through one study alone, it
is hoped that this study will be a meaningful contribution to the collective effort to
evaluate and refine existing theories of the policymaking process.

Second, while incrementalism is the norm in policymaking, rapid, major policy

change sometimes does occur. Students of the policy process such as Baumgartner and
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Jones (1993) and Dror (1994) have emphasized the need for a better understanding of the

conditions under which major policy change occurs. This dissertation contributes to our
understanding of the factors that lead to major policy change.

Third, there is an expanding literature on policy entrepreneurs that examines their
advocacy of policy change. A number of scholars have identified an incentive for policy
entrepreneurs to promote the notion that a crisis is at hand (e.g., Polsby 1984; Henig
1994; Mintrom 1994). The Michigan case provides an important 0pportunit); to examine
the incentives and activities of such actors during crisis policymaking. My research
builds upon Polsby’s (1984) important observation that skillful policy entrepreneurs may
be able to capitalize upon a crisis in a given policy area to encourage policy change not
only in that policy area, but also in a related policy area in which a crisis is not generally
recognized.

Fourth, there is very little research on the roles and strategies of interest groups
and the general public during policy crises. My research begins to assess the extent to
which a policy crisis promotes or inhibits policy influence and success on the part of
interest groups. The Michigan case provides the opportunity to analyze how skillful
interest groups cope with the threats imposed by a policy crisis and how they pursue their
policy goals. Political analysts such as Edelman (1964) and Sabatier (1991) suggest that
the general public plays a relatively limited direct role in policymaking. However, there
has been little research that indicates the nature of the role of the public during a policy
crisis.

This study also contributes to our understanding of the dynamics of education
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reform at the state level. James (1991) asserts that more research is needed to
understand the changes occurring in state authority over education in the United States;
and, Michigan has joined the trend of increasing state influence in public education (see
Weissert 1994). Finally, the dissertation provides an organized, detailed documentation
of the historic 1993 school finance and school quality reform process in Michigan.

The findings presented here should be of interest to a broad audience, including:
political scientists and others interested in the policymaking process; students of school
finance and school quality reform; and, of course, policy entrepreneurs and
policymakers.

THE RESEARCH DESIGN

The research design for the dissertation is the in-depth case study. The case study
design is the preferred strategy "when ‘how’ or ‘why’ questions are being posed, when
the investigator has little control over events, and when the focus is on a contemporary
phenomenon within some real-life context” (Yin 1994: 1). Case study research is
appropriate when the researcher wishes to examine not only some complex phenomenon
in itself, but also the contextual conditions surrounding it (Yin 1994). The SB 1 policy
crisis did not occur in a vacuum; therefore, the dissertation includes an examination of
relevant historical, economic, political and constitutional factors that shaped the crisis and
its outcomes.

Before we can proceed to more quantitative studies of policy crises, we need to
gain a good understanding of the politics of crisis policymaking (e.g., what are the

incentives and strategies of political actors during a policy crisis?). We also need to
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identify the proper variables to analyze. The in-depth case study is the preferred
research design for these objectives.

The single-case study is also justified when the case represents an extreme or
unique case. When an event occurs rarely, scientists may have been unable to determine
common patterns associated with the event. Thus, the single-case study is a useful
research design whenever the rare event occurs (Yin 1994: 39-40). The cktraordinary
elements of the Michigan case justify in-depth examination. While the details of the
Michigan case are unique, the case shares characteristics in common with other policy
crises, such as the Social Security crisis of 1982-83. In addition, the Michigan
legislature is quite professionalized and similar to the legislatures of other large states and
to the U.S. Congress. Thus, it is expected that the key points I advance here can be
applied to other policy crises. The insights gained from this careful study of the
Michigan case can be applied to policy crises in other policy areas and to legislatures at
the state and national levels. My methodology can be replicated and the findings of this
study can be combined with those of future studies of other policy crisis (e.g., court-
imposed crises) in order to build upon the theory advanced here.

In-depth interviews with over 50 key participants in the reform process provide
a rich data base for the study. I conducted the interviews during the months of January
through May 1995, and they ranged from 20 minutes to two hours.> The interviews

were guided by a structured questionnaire with open-ended questions. In order to elicit

3 Most of the interviews lasted at least 30 minutes and many spanned 45 minutes. Most of
the interviews were conducted in January and February 1995.
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frank responses, each interviewee was assured of confidentiality.
A total of 38 legislators -- 18 Democrats and 20 Republicans -- in office during
the SB 1 policy crisis were interviewed. On the House side, 12 Democrats and 14
Republicans were interviewed while six Democratic and six Republican senators were
interviewed.* Lobbyists representing 11 different interest groups were interviewed; five
of the lobbyists worked for business interest groups and six were from education interest
groups. In addition, several officials from the executive branch and legislative staff were
interviewed. Survey respondents were typically chosen on the basis of criteria such as
whether an individual was a member of a relevant legislative committee or informal team
during the SB 1 policy crisis, or whether an individual was a lobbyist for a key interest
group with a stake in the outcome of the SB 1 policy crisis. The sample was also based
on recommendations from respondents regarding relevant players in the reform process.
The accuracy of the findings is enhanced by the fact that the respondents comﬁrise
a diverse group including most of the key players in the reform process. Further, the
interview data has been corroborated with information from other sources including
Michigan government publications, interest group literature, mass media reports, and
academic and think tank pieces on the case.
STRUCTURE OF THE DISSERTATION
The chapters of the dissertation are organized according to three key research

questions:

4 It should be noted that this pool of respondents includes all but one of the members of the
House "Team of 14" (this team was widely viewed as integral to the successful resolution of the
SB 1 policy crisis). One Team of 14 member declined to be interviewed.



® What is a policy crisis?
® What are the effects of a policy crisis on the policymaking process?
® What are the effects of a policy crisis on policy outcomes?
In addressing these questions, the dissertation is structured according to a series of "Key
Points:"
Key Point 1.1: Policymakers ultimately decide whether or not a policy
crisis exists. When a majority of policymgkers perceive that a situation
threatens their high-priority objectives, there is likely to be consensus that
a policy crisis exists.
Key Point 1.2: A policy crisis creates an urgent need for policymakers
to act within a restricted time frame.
Key Point 2.1: During a policy crisis, policymaking mechanisms that
promote careful yet efficient crisis resolution (e.g., special negotiating
teams and closed door negotiations) are favored over traditional
institutional processes of policymaking.
Key Point 2.2: The imperative for a timely remedy during a policy crisis
promotes political compromise and provides cover for lawmakers faced
with difficult votes on controversial measures.
Key Point 2.3: A policy crisis presents not only the opportunity for a
chief executive to reap political rewards, but also the risk of political
damage. Therefore, during a policy crisis, the chief executive is highly

motivated to promote legislative consensus on a remedy.
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Key Point 2.4: The imperative for lawmakers to act, and to act quickly,

during a policy crisis is a disadvantage for groups whose interests are at

stake during a policy crisis. Such interest groups tend to assume a

reactive position during a policy crisis, focusing their efforts on opposition

to policy options rather than support for policy proposals.

Key Point 2.5: Although the public plays a minimal role in directly

affecting the development of the resolution to a policy crisis, policymakers

will nevertheless be concerned about potential public reaction to any

legislative remedies approved. Thus, the public will have at least an

indirect effect on crisis policymaking.

Key Point 2.6: A policy crisis opens a window of opportunity for

advocates of policy innovation to achieve their objectives.

Key Point 3.1: A policy crisis marks a turning point in a policy area and

is likely to result in rapid, major policy change.

In Chapter Two, I review important elements of the historical, economic,
political, and constitutional contexts surrounding the SB 1 policy crisis. The intent of
this chapter is to identify several significant contextual factors that precipitated the SB
1 policy crisis and shaped its resolution.

In Chapter Three, I address Research Question 1 and present the con;:ept "policy
crisis." I draw from the research literature to develop a useful definition of the concept.
Key Points 1.1 and 1.2, regarding the nature of policy crises, are discussed in this

chapter.
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After having defined the concept of "policy crisis,"” in Chapter Four I turn to
Research Question 2. The focus of this chapter is on the dynamics of the legislative
process as well as executive-legislative relations during the SB 1 policy crisis. Key
Points 2.1 and 2.2, regarding crisis policymaking in the legislature, and Kc.y Point 2.3,
on the incentives of the chief executive during a policy crisis, are addressed in this
chapter.

The focus of Chapter Five is on the roles of interest groups and the general
public in the context of crisis policymaking. Here, I address Key Point 2.4, on interest
group incentives during a policy crisis, as well as Key Point 2.5, on the largely indirect
role of the general public in crisis policymaking.

Up until this point, the focus of the dissertation is on the SB 1 policy crisis and
school finance reform. However, the SB 1 policy crisis also engendered major change
in the school quality policy area. Thus, in Chapter Six I address Key Point 2.6 and
show that school quality reform advanced to the top of the policy agenda during the SB
1 policy crisis. The chapter illustrates how policy entrepreneurs can capitalize on a
policy crisis in a given policy area to promote policy change in a related area that is not
generally recognized to be in a crisis state.

In Chapter Seven, I turn to Research Question 3 and review the outcomes of the
SB 1 policy crisis. Here I address Key Point 3.1 and evaluate the important policy
reforms arising out of the SB 1 policy crisis.

Finally, in Chapter Eight, I return to each of the Research Questions and

highlight the major findings of the study. Suggestions for future research are also
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included in the chapter.

Although the focus of this study is on the SB 1 policy crisis, the theory advanced
here has the potential to explain crisis policymaking and its consequences in areas other
than school finance and school quality reform, and in other legislatures. In addition, it
is expected that this theory could prove useful for understanding the dynamics of other
types of policy crises, such as those that are court-imposed. The insights gained from
this study of the Michigan case provide a fuller understanding of crisis policymaking.
They comprise a solid foundation on which to base future systematic work on similar

policy crises in other policy areas and also on other types of policy crises.



Chapter Two

The Context of the Case

INTRODUCTION

The SB 1 policy crisis did not occur in a vacuum. Key historical, economic,
political and constitutional factors set the stage for the emergence of the crisis and
defined the parameters for its resolution. Thus, to fully understand the SB 1 policy crisis
and its outcome, it is important to first consider the context of the case. Key contextual
factors examined in this chapter include previous state activity to equalize school funding;
a well-publicized early closure of a school district; prior (unsuccessful) attcmbts to secure
property tax relief; the high property tax burden in the state; the political landscape of
the governorship and the legislature; and, finally, constitutional provisions that placed
constraints on both the policy process and the substance of the school finance reform
package.

HISTORICAL HIGHLIGHTS

The Bursley Act

The last major reform of Michigan’s school finance system prior to SB 1 was the
Gilbert E. Bursley School District Equalization Act of 1973.! This act was intended to

address the substantial funding disparities across Michigan’s school districts that had

'The act was named for a state senator who helped to develop and ensure passage of the law.
It should be noted that a controversial and short-lived "Robin Hood" plan established in 1991 to
re-distribute a portion of property tax funds from wealthy school districts to other school districts
survived court challenges but was repealed by lawmakers.

12



13

resulted from a reliance on local property taxes to fund the schools. Due to varying
property values across school districts, a district might levy a higher operating millage
than a neighboring Adistrict yet still reap many fewer dollars than the neighboring district.
The intent of the Bursley Act was to equalize the financial yield for each mill levied by
local school districts. Regardless of the taxable wealth of a school district, the state
would guarantee the district the same basic revenue per pupil as any other district levying
the same tax rate. Thus, the state would guarantee that equal tax efforts would result in
equal dollar yields.2

The Michigan legislature annually set equal yield levels by designating a lump
sum per pupil allocation, plus so many dollars per pupil, for each mill levied for
operating expenses. Through the equal yield formula, the state provided funds to
districts whose property tax bases were too low to yield revenues in the state’s
guaranteed amount for a given millage rate. These districts were labelled "in-formula"
districts. Districts whose property tax bases allowed them to exceed Mteed yields
for given millage rates were designated "out-of-formula" districts and did not receive
money for school operating expenses from the state School Aid Fund.?

The objective of the equal yield formula was not to produce identical operational
millage rates but to make the system wealth neutral (Addonizio et al. 1995). Voters in
the local districts would then decide upon their respective millage rates. In 1976-77, the

formula was working largely as intended -- the more mills levied in a district, the more

2For detailed information on how the Bursley Act worked in practice see Kearney (1990).

3 In 1990-91, there were 163 out-of-formula districts and 396 in-formula distripts.
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revenue per pupil generated (ibid.). However, this relationship began to weaken in 1978-
79 and fell quite rapidly over the next decade. By 1989-90, the correlation between tax
rates and revenues per pupil was only .05 (Addonizio et al. 1995: 236). Greater tax
efforts in higher millage districts were not accompanied by comparatively higher
revenues per pupil.

The benefits of the formula grant were diminished by vast differences in the
taxable wealth and spending levels across districts. Since the state guarantee could not
keep pace with rapid increases in the taxable wealth of many school districts, there were
huge disparities in per pupil revenue across Michigan school districts (Kearney and
Anderson 1995).4 Addonizio et al. (1995: 236) found "a positive and relatively strong
relationship between tax wealth and revenue per pupil” in the years preceding the SB 1
policy crisis. Further, the Bursley Act was followed by the creation of many new state
categorical grant programs that channeled aid directly to all school districts to pay for
specific programs. These grants also served to circumvent the equal yield formula.
Kalkaska

Kalkaska is a small rural community located in the northwest section of the lower
peninsula. Kalkaska’s population is about 13,500 and its school district serves about
2,800 students. In 1993, Kalkaska’s school millage rate was significantly below the state

average, and its per pupil spending was below the statewide median.

“‘As evidence, Kearney and Anderson (1995: 3) highlight the following case: In 1993-94,
Bloomfield Hills had taxable wealth per pupil of $364,000 while Detroit had taxable wealth per
pupil of only $30,000. Detroit, an "in- formula” district, levied 44 mills for operations and was
realizing — with state aid - $5,201 per pupil. Bloomfield Hills, an "out-of-formula” district,
levied just 24.8 mills for operations yet was realizing $10,749 per pupil without any state
membership aid.
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On 15 March 1993, Kalkaska voters defeated by a 2-1 margin a ballot proposal

for an additional 7.36 mills to keep the schools open for the remainder of the 1992-93
school year. Voters had been warned that the Kalkaska schools would have to shut down
if the millage increase failed. The mills would have raised $1.5 million by increasing
the average property owner’s tax bill by $160 (Hacker 1993). The same millage increase
had been twice rejected by voters in the past six months -- in November 1992 by a 2-1
margin, and in September 1992 by a 3-1 margin.

After a half-day of classes, the Kalkaska schools were closed two and a half
months early on 24 March 1993. It was only the second time in Michigan history that
a school district did not keep its schools open for 180 days.® Kalkaska was believed to
be the first school district in the nation to end the school year so early due to financial
difficulties.

Hundreds of school officials and teachers from other districts attended Kalkaska'’s
closing ceremony, held at a middle school, in what was billed as a "vigil for education”
and likened to an "old-time revival" (see Hacker 1993, and Richardson and Hacker
1993). The president of the 2.1-million-member National Education Association, Keith
Geiger, came to Kalkaska from Washington, D.C. in order to attend the event. Geiger
compared the Kalkaska schools to an auto plant with financial problems that must
temporarily shut down, stating that Kalkaska was "shutting down the plant.” He

contended that the school board and administrators were not the problem but rather

5 The Alpena schools shut down for two weeks in 1981 when the district ran out of money.
In May 1994, the West Branch-Rose City schools were closed two weeks early when the district
ran out of money.
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"Michigan’s archaic and inadequate system of school finance" (Richardson and Hacker
1993).

According to the executive director of the Kalkaska Area Chamber of Commerce,
the closing was supported by the community (Hacker 1993). The president of the
Kalkaska Board of Education, Mel Cooke, explained that the board "decided that 135
days of quality education is better than 180 days of bad education" (Trimer-Hartley and
Richardson 1993). Five years ago, Kalkaska students did not have art, music or gym
classes and Cooke stated that "we just weren’t going to do that to the children again”
(ibid.). Robert Maxfield, Superintendent of the Berkley School District in Oakland
County contended that there was a "general feeling in the education community of, ‘God
bless them, they did what was best for the kids’" (ibid.).

On the other hand, Dr. Robert Schiller, the State Superintendent of Public
Schools, criticized Kalkaska officials for "being foolhardy and jeopardizing their
children’s welfare" (ibid.). At the time of the closing Schiller contended: "There are
ways for Kalkaska to avoid this manufactured crisis. They can certainly maintain their
schools by doing nothing extraordinary" (ibid.). The director of the Middle Cities
Education Association, an organization that represents school administrators.in medium-
sized cities echoed: "The bad guys are the school board, the superintendent and the
taxpayers. These are publicity seekers....They could have done all sorts of things.
They’re just thumbing their nose at the state” (ibid.).

According to some observers, Kalkaska did have a number of options at its

disposal in order to make ends meet, including: borrowing against anticipated increases
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in property taxes, cutting salaries, cutting programs, adjusting financial books to delay
payments and/or accelerating tax collections. On 24 March 1993, the state St;nate passed
legislation that would have given the state the authority to appoint a financial manager
in Kalkaska who could reopen the district, but the bill stalled in a House committee.

An editorial in the Detroit Free Press declared that "Kalkaska’s children are the
most conspicuous -- but hardly sole -- victims of a Michigan school finance system that
has grown grotesquely unfair, inadequate and overreliant on local property taxes”
(Detroit Free Press 1993). Significantly, the same position was advanced at the outset
of the 1980s in a Detroit Free Press editorial that asserted in part: "statewide school
financing remains a major piece of unfinished business in Michigan. The inequities are
unconscionable and getting worse" (Detroit Free Press 1981). The crisis in Kalkaska had
been engineered to serve as a "wake-up call” to Lansing. It was a focusing event which
caught the attention of policymakers and the public. Indeed, it assisted change agents
in "softening up" the environment (Kingdon 1995) for school finance reform.
Failed Attempts at Reform

Throughout the 20 years preceding the SB 1 policy crisis, Michigan lawmakers
and taxpayers were cognizant of problems with property taxes and school finance in the
state. Accordingly, numerous attempts at reform were undertaken. Indeed, as indicated
in Table 2.1, there were no fewer than 13 property tax reform measures on the statewide

ballot between 1972 and 1993. Disdainful of the status quo, but fearful of proposed
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TABLE 2.1: Property Tax Measures on the Statewide Ballot in Michigan, 1972-1994

Year Number of Property Tax Ballot Proposals

1972
1978
1980
1981
1984
1989
1992
1993
1994
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changes voters rejected all but one of these ballot measures.5

Proposal C, November 1992 Of the two property tax proposals on the November
1992 ballot, the Proposal C measure to "cut and cap” property taxes received the most
attention from politicians and special interest groups.” Proposal C would have provided
a 30 percent reduction in school property taxes over a five year period. In addition,
annual property assessment increases would have been limited to 3 percent or the rate
of inflation, whichever was less. When property was sold, it was to be reassessed at 50
percent of true market value. County and municipal governments would not be
reimbursed for lost revenue. The state was expected to reimburse the schools for
revenues lost due to the measure; however, there was controversy over just where the
state would obtain the funds to do so. Proponents of the plan said the funds would come
from expected state revenue growth and limits on the growth of government; opponents
were skeptical. The proposal was generally favored by Republicans and opposed by

Democrats. Voters defeated Proposal C by a margin of 63-37 percent.

“The Headlee Tax Limitation Amendment of 1978 was the measure which succeeded. This
amendment has several key restrictions or requirements: a.) total state tax revenue may not
exceed a fixed proportion (9.49 percent) of total state personal income, b.) total state spending
to all local governments may not fall below the proportion in effect in 1978-79, c.) the state
cannot impose new unfunded mandates on local governments, d.) property tax revenue within a
school district is limited to the same amount as the prior year, adjusted for inflation, unless the
voters approve a "Headlee override,” e.) bonds pledging the full faith and credit of local
governments require voter approval, and f.) any local tax not authorized prior to the amendment
requires voter approval.

"The other, more narrowly drawn, property tax measure on the November 1992 ballot was
labelled "Proposal A." This proposal would have limited annual homestead assessment increases
to five percent or the rate of inflation whichever was less, until the home was sold. At that time,
the property would be assessed at SO percent of true cash value. The proposal applied only to
primary residences. This proposal received relatively little attention as the mass media and
activists focused on Proposal C. Proposal A was defeated by a margin of 59-41 percent.
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Proposal A, June 1993 The most recent property tax measure on the statewide

ballot prior to March 1994 was Proposal A of June 1993. The 1993 proposal would have
reduced school operating taxes from an average of 34.6 mills to between 18 and 27 mills.
Voters in local districts could approve up to a maximum of 27 mills. The state sales tax
was set to increase to 6 percent. Annual property assessment increases would be limited
to 5 percent or the rate of inflation, whichever was less; property would be reassessed
back to 50 percent of true market value when it was sold.® Further, there was a
guarantee that all school districts would eventually spend at least $4,800 per pupil.
Spending per pupil was to grow as sales tax and other revenues increased. The proposal
would have also placed a guarantee in the Michigan Constitution that all lottery proceeds
be used to fund the schools.

A $1.5 million campaign in favor of the June measure received broad backing
from business and education groups, Republican Governor John Engler, and legislators
from the two major political parties. In a rare case of policy agreement wigh Governor
Engler, the Michigan Education Association (MEA) led a grass roots coalition to pass
the June 1993 measure. The state United Auto Workers and AFL-CIO led the opposition
to the proposal, asserting it would be another broken promise similar to assurances in the
1970s that the state lottery would aid education.’

The Michigan Lottery was created in 1972 by voter approval. During the

referendum campaign, some proponents of the lottery told voters the revenue would aid

® The rate of inflation in Michigan in the spring of 1993 was 3 percent.

"AFL-CIO" refers to the American Federation of Labor-Congress of Industrial
Organizations, an association of labor unions.
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education. However, neither on the ballot, nor in state law, was it stated that lottery
revenues would go to schools. The money was to go to the state’s General Fund.' In
1972, state funds took care of about half the cost of the public school system in
Michigan. It was expected that the lottery funds would add to the state’s ability to fund
K-12 education. However, the state’s share of funding for the public schools declined
over time since the beginning of the lottery. The earmarking of lottery funds for the
schools was followed by reductions in other state school aid.' This state of affairs is
widely viewed to have contributed to voter cynicism and distrust of government in
Michigan.

Taxpayer groups in the suburbs of metropolitan Detroit also voiced their
opposition to the proposal. Some opponents of the proposal were concerned that hard-
pressed districts in the Detroit tri-county area would receive first-year per-pupil spending
increases of 3 percent while many rural outstate districts would see 10 percent increases.
And opponents from wealthier school districts were concerned about the future financial
status of their schools.

Michigan voters rejected the June 1993 proposal by a margin of 54-46 percent.
Voter turnout was relatively high at 37 percent, with 2.17 million votes cast.!' Voters
in 68 of Michigan’s counties approved Proposal A while voters in 15 counties voted

against it. The proposal did well in southwestern, central and northern Mi.chigan (less

' In 1981, Public Act 40, earmarked Michigan Lottery revenues to the State School Aid
Fund.

' An additional 343,000 people had voted in the 1990 midterm elections when the
governorship, a U.S. Senate seat, and the entire state legislature were up for election.
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well-funded outstate school districts stood to gain the most from the proposal) but was
defeated overwhelmingly in southeast Michigan. The Detroit tri-county area, comprised
of Macomb, Oakland and Wayne counties, rejected the measure by a large margin, with
a total of 627,816 "no" votes. In the rest of the state, the proposal passed 59;41 percent.
The vote totals were 1,164,288 against and 1,007,216 in favor -- a margin of defeat of
157,072 out of 2.17 million votes. Outstate voters were upset that a few counties could
set policy for the entire state.

Lawmakers and other analysts perceived that voter cynicism and distrust of
government contributed to the defeat of the proposal. Despite its defeat, Proposal A
fared better among voters than the two property tax issues on the November 1992 ballot.
The Proposal A plan of March 1994 that resulted from the SB 1 policy crisis contained
a number of similarities to the Proposal A of June 1993; e.g., a focus on the sales tax,
a property tax cut, a cap on property assessments, and a per pupil spending guarantee.

After the defeat of the June 1993 measure, lawmakers were, in the words of one
of them, "ready to try just about anything" to achieve property tax and school finance
reform in Michigan. Several lawmakers with whom I spoke recounted that the defeat of
Proposal A in June 1993 engendered a good deal of frustration at the Capitol. A
Republican senator reflected:

[W]e came close in June of ‘93. It was the closest
anyone’s come. It was 54-46....we won in [nearly] 70
counties....Narrowly lost in 10. Got the butt kicked out of
us in three. If you had told me we’d get a million ‘yes’
votes and carry 70 counties, I would have said "How could

we lose?" But we did.

A leading member of the House emphasized what he called the "psychology” of the
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Proposal A defeat:

We were debating this property tax issue for years without
resolution...In your analysis of this, don’t forget Proposal
A which was put on the ballot and defeated....and then
combine that with term limits. What you had were a bunch
of members in the House and Senate, particularly in the
House, who for many years, believed that change was
necessary in school finance and worked on several
unsuccessful ballot proposals. And at long last, had come
together for that June ‘93 proposal, to put a plan on the
ballot that most of us felt really made good sense. And we
had the Governor not playing politics with the legislature
on it, everyone came together. And [we] said "this, at
long last, is a good proposal." And you had, unlike past
efforts, a fairly united school community. When that thing
lost, a lot of legislators who are facing term limits, I think
decided: "if we don’t find a way to do it ourselves, it’s
never going to happen.” And I really think a lot of us, I'll
include myself, voted for Senate Bill 1 believing that the
only way it would happen would be to force the crisis.

When previously given a choice between change or the status quo, the public had nearly
always chosen the status quo; thus, this lawmaker and others voted in favor of SB 1 in
order to ensure "a choice between change."

The "BLT"

In late 1991, a bipartisan group of members of the House began to meet weekly
to work on property tax relief and school finance reform.!? The group was named the
Bipartisan Legislative Team or "BLT."" The unofficial group was comprised of six
Republicans and six Democrats. The members of the BLT agreed on several basic goals

surrounding property tax relief and school finance reform. The BLT met throughout

12 Even prior to 1991, several members of this team met informally to work on these issues.

3 This name was coined by Representative William Keith (D).
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1992 to devise a reform plan that could be implemented by the legislature. Interest
groups from the education and business communities were invited to meet with the BLT
in order to explain what they thought was wrong with the school finance system and to
advance their own ideas for reform. They also solicited advice from staff members with
expertise in taxation and séhool finance.

According to a Democratic member of the BLT:

The BLT message, which was for anybody who was

willing to listen, especially the Governor, was: "we want

to reckon with property taxes, but only if we also reckon

with the overall issue, and larger issue, of the funding of

public schools."
In early 1993, the BLT proposed a property tax relief and school finance reform plan that
included a legislative increase in the income tax which voters could later replace with a
hike in the sales tax. It is important to note that Governor Engler’s own property tax
reform proposals had not been accompanied by specific plans for restoring school funding
lost as a result of property tax relief. And, until early 1993, the efforts of the <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>