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This analysis of the Milwaukee Public Schools’ 2020 proposed budget refers to the budget recently 
submitted to the Milwaukee Board of School Directors by the Milwaukee Public Schools 
superintendent. The budget covers the school district’s 2020 fiscal year, which takes effect on July 1, 
2019, and runs through June 30, 2020. Also, it should be noted that while the School Board will adopt a 
tentative budget later this month and the fiscal year will begin in July, the budget will be revisited by the 
superintendent and board in the fall after the district receives final aid amounts from the State of 
Wisconsin. A final property tax levy amount for 2020 also will be established at that time. 
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Introduction 
One year after facing a proposed budget that would have eliminated dozens of teacher positions and 
significantly reduced funding for schools, Milwaukee Public Schools (MPS) directors, administrators, 
and stakeholders would be justified in breathing a sigh of relief upon initial review of the 2020 
proposed budget. Not only does the proposed budget steer clear of teacher reductions, but it would 
add 60 teachers and raise the pay of most employees by 2.44%. The budget also holds overall 
funding for schools steady and largely spares central service offices from the types of sweeping cuts 
made in 2019. 

These accomplishments are particularly noteworthy given the budget’s assumption that the district’s 
perennial revenue challenges will improve only minimally. With the fate of state aids and revenue 
limits – which affect nearly three quarters of MPS’ budget – still to be determined by state budget 
deliberations in Madison, the proposed budget counts on no increases from the state and only 
modest increases in federal revenue. 

So how does the proposed budget add positions and provide pay raises when its major sources of 
revenue largely are flat? The answer lies in dozens of individual line item decisions and adjustments 
that are beyond the scope of this budget brief to fully investigate and explain. Yet, our high-level 
review of the key decisions indicates that the 2020 budget picture actually is far from rosy. 

We find that the 2020 proposed budget leans heavily on accounting adjustments, use of prior year 
surplus, and continued underfunding of facility needs to make ends meet. There are justifications for 
those actions and they should not be deemed irresponsible in the context of a one-year budget. They 
should be recognized, however, as unsustainable and emblematic of the types of tactics MPS 
leaders reluctantly must employ to stave off painful position cuts in the absence of inflationary 
revenue growth and far-reaching changes in operations or facilities.  

Perhaps more troublesome is the realization that while this approach allows MPS to function for 
another year at the status quo, it also fails to provide the wherewithal for new strategic investment to 
improve MPS’ educational outcomes and effectively serve the needs of its student population, many 
of whom are economically disadvantaged. As budget deliberations continue, it is important for all 
stakeholders to acknowledge that such capacity will materialize only when the roots of the district’s 
structural imbalance are addressed, and not through even greater use of reserves or accounting 
maneuvers.          

In the following pages, we attempt to explain and provide insight into key 2020 budget decisions and 
circumstances, as well as MPS’ long-term fiscal outlook. Our aim is to provide an independent 
assessment of MPS’ finances that will encourage informed deliberations by policymakers in 
Milwaukee and Madison. 
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Budget Overview 
While the proposed 2020 MPS budget could be characterized largely as “status quo,” that 
characterization should be seen as good news by the district’s stakeholders. After facing two 
consecutive years of gaping gaps between projected revenues and expenditures ($46 million 
heading into the 2018 budget and $30 million heading into 2019), the size of the perennial 
imbalance for school operations heading into 2020 was “only” $13.4 million. As we will discuss 
throughout this report, the superintendent was able to bridge the gap while shielding schools from 
cuts and even providing them capacity to add teacher positions. 

Potential further good news stems from the decision to budget conservatively when it comes to 
projected revenues. The proposed budget assumes essentially flat funding in the key areas of 
property tax levy, state equalization aids, and special education aids, despite Governor Tony Evers’ 
proposals to sharply increase those aids and allow revenue caps to increase by $200 per pupil. The 
governor’s proposed budget already has been set aside by the Legislature’s Joint Finance Committee 
in favor of starting with a base budget, but there is a relatively high likelihood of some increase in 
state aids for MPS that may provide opportunity for additional spending when the district’s budget is 
revisited in the fall. 

On the expenditure side, the district continues to face pressure from rising fringe benefits and 
salaries, but that pressure is not as severe as in previous years. Salaries are projected to increase by 
$7.1 million (in part to accommodate a pay increase of 2.44%) and benefits by $9.1 million, but both 
increases also reflect the proposed addition of 108 positions district-wide.  

The budget is able to accommodate those increases despite its flat revenue streams through a 
variety of mechanisms, some of which may not be sustainable in future budgets. Those include a 
decision to tap into a construction fund reserve and re-estimates of salary and benefit costs. Also, 
the budget document acknowledges that the construction fund would remain under-financed so that 
greater resources could instead flow to school operations.  

Below, we provide a synopsis of the major revenue and expenditure items that characterize MPS' 
2020 proposed budget. Detailed analysis of key budget items is provided in later sections. 

Revenu es  

The $11.7 million (1.0%) revenue increase in 2020 is attributed almost exclusively to increases in 
the categorical and extension funds, as shown in Table 1 on the following page. Meanwhile, the 
school operations fund – which is most directly related to instructional capacity and operations – 
would see only a minimal increase while the nutrition fund would see a small reduction (attributed to 
a decline in enrollment and lower use of prior-year surplus funds). The construction fund would 
remain funded at the 2019 level.  
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Table 1:  MPS revenues by fund, 2019 vs. 2020 (in millions) 

Fund 2019 Budgeted 2020 Proposed 2018 to 2019  
% change 

School operations  $943.2  $944.7  0.2% 
Categorical $161.0  $168.2  4.5% 
Construction $2.6  $2.6  0% 
Nutrition $54.0  $52.7  (2.4)% 
Extension $27.5  $31.8  15.6% 
Total $1,188.3  $1,200.0  1.0% 

Source: MPS budget documents 

  
As noted above, the flat revenues for school operations – MPS' largest fund – are attributed to a 
conservative assumption that the district will see no increase in its combined equalization aids and 
property taxes. In fact, a $2 million decrease in equalization aids is budgeted resulting from factors 
in the state distribution formula. Similarly, the budget assumes the same amount of state per pupil 
categorical aid in 2020 ($50.6 million), which was the mechanism used by legislators and the 
governor to provide increases to school districts in the current state budget.  

A key question not only is whether the final state budget will provide more state money for K-12 
schools, but also which distribution mechanism it will use to do so and how it will address state-
imposed revenue limits. Additional state money for MPS does not necessarily translate into an ability 
to increase expenditures in the classroom; if revenue limits are not increased, then the benefit of 
additional equalization aid would flow to property taxpayers instead of districts. (See Key #1 for 
further discussion of this item.) 

It is important to note that property taxpayers in Milwaukee have enjoyed a considerable benefit 
from frozen revenue limits in recent years. Those limits, combined with increasing property values, 
lowered the property tax rate for school purposes in Milwaukee to $7.47 per $1,000 of assessed 
property value in 2019, which is a reduction of $3.04 per $1,000 of value (29%) from five years 
earlier.1   

The effort to maintain at least steady revenues for school operations again comes at a cost to the 
construction fund in the proposed budget. The budget allocates only $1.5 million in property tax levy 
for major maintenance and repairs, reflecting a desire instead to preserve property tax revenues in 
the school operations fund for ongoing staffing, instruction, and programming. This continues a 
practice that originated in 2017, when MPS transferred $9.5 million in levy from the construction 
fund to school operations. We discuss the possible ramifications later in this report (see Key #4).  

While budgeted revenues in the school operations fund are flat, the budget includes a sizable 
increase ($7.2 million) in the categorical funds, which come from state, federal, and private grants 
and are used mainly to serve special populations of students. The increase is attributed primarily to 

                                                      
1 These property tax rates apply to calendar years, but they are established by MPS’ budget, which is based on 
a July 1 through June 30 fiscal year. In other words, the 2019 property tax rate was established by the district’s 
fiscal year 2019 budget, which was initially adopted in May 2018 and then adjusted in the fall. Property tax 
rates are established in the fall after property tax amounts are determined based on final aid amounts from 
the state of Wisconsin.  
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$6.3 million in combined growth in the district’s federal Title IV grants (for student support and 
academic enrichment) and federal school improvement grants. Meanwhile, the district’s largest 
source of categorical aids – the federal Title I program, which serves schools with high percentages 
of low-income families – would grow by $700,000, which the budget warns was only possible 
because of the availability of carryover funds from 2019. State categorical aids are projected to 
decrease by $2 million. 

Finally, the extension fund, which finances community programs and services outside of curricular 
programming, would see a $4.3 million (15.6%) increase in property tax levy in 2020. Most of the 
added funding would support improvements at recreational facilities, including ballfield updates that 
are designed to increase access to city-wide recreational programs. The budget also takes $5.5 
million from fund balance for the second consecutive year to support additional improvements to 
playfields and other extension fund activities.   

Overall, while the district’s revenue picture for 2020 is less gloomy than in previous years, even this 
improvement leaves MPS essentially treading water. As shown in Chart 1, when considering 
combined revenues in the school operations and categorical funds – which are those most directly 
related to teaching and learning – the 2020 proposed budget contains $33 million more (3%) than 
the 2016 actual amount. From 2016 to 2019, the Consumer Price Index increased by 6.75%. 
Hence, while a nearly $12 million revenue increase in 2020 (with potentially more to come from 
state budget deliberations) certainly is encouraging, MPS continues to see little to no real revenue 
growth as it struggles to accommodate its fierce cost pressures. 

Chart 1: MPS school operations and categorical fund budgeted revenues, 2016-2020 (in millions)2 

 
Source: MPS budget documents 
Note: In this and subsequent charts/tables, “A” stands for actual, “B” stands for budgeted, and “P” stands for proposed.  

                                                      
2 The figures for categorical revenues in this chart differ from those in Table 1 because the chart does not 
reduce the categorical fund total to account for indirect costs. Also, totals for school operations do not include 
debt proceeds or carryovers. 
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Exp enditu res  

The 2020 proposed budget continues the effort initiated by the superintendent at the end of last 
year’s spring budget deliberations to prioritize spending in schools while reducing a variety of central 
service and non-school accounts. In fact, as shown in Table 2, spending for schools would increase 
by $22.1 million (2.4%), while spending on MPS offices and other accounts would decline by $1.2 
million and $9.3 million respectively. However, the reduction in other accounts is largely attributable 
to an accounting change that transferred $8.3 million in information technology licensing costs from 
that category to school allocations. Without that transfer, the increase for schools would total $13.7 
million. 

Table 2: MPS expenditures by department, 2019 vs. 2020 (in millions) 

Expenditures 2019 
Budgeted 

2020 
Proposed 

2019 to 2020 
% Change 

Schools $902.4  $924.4 2.4% 
Offices $213.3  $212.1 (0.6)% 
Other Accounts $83.3 $74.0 (11.2)% 
Inter-department & Inter-fund  ($10.6)  ($10.5) (0.9)% 
Total $1,188.3  $1,200.0  1.0% 

Source: 2020 proposed budget 

Determining the impact of cuts to non-school accounts is a difficult endeavor. As we will discuss in 
Key #3, some central service accounts, especially the Offices of Academics and Administration, 
suffered substantial reductions between the 2018 and 2019 adopted budgets. It appears the 
district takes a similar tack in the 2020 proposed budget, but it should be noted that while total 
spending for school offices declines by $1.2 million, that reduction includes the impact of a $4.3 
million draw from a construction fund surplus for facilities and maintenance. Hence, although some 
offices and departments see significant cuts in 2020, actual spending across central offices in the 
aggregate would be $4.3 million higher than shown in Table 2.      

Table 3 on the following page breaks down proposed 2020 expenditures by spending categories in 
all funds and reveals a combined $15.7 million (2%) increase for salaries, employee benefits, and 
other wages. That increase exceeds the total revenue growth in the budget, illustrating the basic 
structural imbalance faced by MPS year after year; expenditures associated with cost-of-living pay 
increases for employees and inflationary growth in health care benefits typically exceed any 
projected growth in revenue, creating the need for reductions in other areas. 

Still, holding the combined increase to 2% is notable given that the budget also would fund an 
additional 108 positions. A variety of factors contribute to this accomplishment, including 
assumptions of lower average salaries for teachers, a greater number of vacant positions, and a 
lower health care spending base. We provide further explanation in Key #2.  
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Table 3: MPS expenditures by category (all funds), 2019 vs. 2020 (in millions) 

Expenditures 2019 
Budgeted 

2020 
Proposed 

2019 to 2020 
% Change 

Salaries & Benefits $786.4  $802.1 2.0% 
Purchased Services $289.9  $291.2 0.4% 
Debt Service $36.3 $37.0 1.9% 
Supplies $60.6  $59.4 (2.0)% 
Capital Expenses $4.0 $3.9 (2.5%) 
Other $11.2 $6.4 (42.9)% 
Total $1,188.3  $1,200.0  1.0% 

Source: 2020 proposed budget  

 
The $700,000 increase in debt service would mark the second consecutive year of rising payments 
(after a $1.3 million increase in 2019). These modest increases reflect the start of principal and 
interest payments on $61.2 million of debt issued in 2017 for energy efficiency improvements at 
schools. The district’s debt load remains reasonable and debt service costs are projected to stay 
relatively flat in the next five years. However, that projection assumes no additional debt will be 
issued to address the district’s facility challenges during that period. For 2020, MPS will continue to 
largely use bond proceeds from previous years to address its facility challenges, with appropriations 
of new local property tax levy and cash resources totaling only $3.9 million (a reduction of $100,000 
from 2019). 

In the next section, we provide more detailed analysis of key revenue and expenditure items that 
drive MPS’ budgetary decision-making for 2020. 
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Keys to Understanding the 
2020 Proposed Budget 

Key  # 1 :  School  op erations  fund  remain s  flat,  but  
state  budg et  c oul d  alter  that  sc en ario  

Amid uncertainty surrounding state aid amounts in the final 2019-21 state budget, MPS’ 2020 
proposed budget takes a conservative approach, anticipating just a 0.2% increase in revenues 
supporting its school operations fund. Over 95% of the district’s 2020 school operations fund budget 
rests on three state-determined revenue sources: equalization aids and the corresponding revenue 
limit; per pupil categorical aid; and special education aid. The amount and distribution between 
these sources will not be determined until the state budget is adopted this summer or early fall, 
which makes the district’s revenue assumptions a critical but speculative factor in its spring budget 
deliberations.  

Why this matters 

As shown in Table 4, the district’s main source of operating revenue for schools stems from its 
revenue limit per pupil, which is the maximum amount the district can receive on a per pupil basis 
from combined property tax levy, equalization aids, and additional minor sources. Because overall 
revenues in this category are capped, the more the district receives in state equalization aid, the less 
it can levy in local property taxes, and vice versa. The revenue sources that fall under the district’s 
revenue limit comprise $803.5 million (85.1%) of its school operations fund budget in 2020.  

Table 4: Largest revenue sources in 2020 School Operations Fund (in millions) 

  
2019 

Budgeted 
2020 

Proposed 
Increase/ 
Decrease % Change 

Revenue Limit:  
Property Tax Levy/Equalization Aids, etc. $805.5 $803.5 ($2.0) (0.2%) 

General State Aids  
(Per Pupil Categorical Aid) $50.6 $50.6 $0.0 0.0% 

State Handicapped Aids 
(Special Education Aid) $46.5 $48.5 $2.0 4.3% 

All other sources $40.6 $42.1 $1.5 3.7% 

Total Revenues in School Operations Fund $943.2 $944.7 $1.5 0.2% 
Source: 2020 proposed budget  

Both the state-determined revenue limit per pupil and one of its main components, equalization aids, 
are based on enrollment. This poses a central threat to the district’s fiscal stability, as MPS’ 
enrollment has declined steadily over the past several years and is projected to continue to fall in the 
near future. 

Although the district is assuming no change to its revenue limit per pupil in 2020 (which is $10,122), 
technical factors in the way enrollment and equalization aid are calculated cause the total projected 
amount from these sources to decline by $2.0 million. However, this is a much smaller drop than 
occurred the previous two years ($10.5 million in 2019 and $6.4 million in 2018).  
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This small decline is offset by a $2.0 million increase in a much smaller source of revenue – state 
handicapped aids (otherwise known as state special education aid), which are budgeted at $48.5 
million in 2020 (about 5% of school operations fund revenues). General state aid, also known as 
state per pupil categorical aid, makes up another 5% of the school operations fund and is projected 
to remain flat at the 2019 level of $50.6 million.  

Each of these major revenue components is the subject of ongoing debate in state budget 
deliberations. Following is a brief discussion of how the final 2019-21 state budget could affect 
these factors and, therefore, the next two MPS budgets. 

Revenue limit 

As noted above, revenue limits are based on both state sources (equalization aids and other smaller 
aids) and local sources (property tax levy), but the state determines the maximum combined amount 
each school district can spend. As a result, unless the state decides to increase revenue limits in the 
2019-21 budget, any increase in equalization aids will not result in increased spending authority in 
school district budgets, but would instead result in property tax relief. The budget narrative points to 
the fact that the district’s base revenue limit per pupil has been frozen at $10,122 since 2014-15 
and is only 1.1% higher than it was in 2010-11. A new form of per pupil state aid (see next section) 
has provided some additional spending power for schools but does not take into account the 
characteristics of individual districts, such as low property values.  

With the revenue limit making up more than 85% of the district’s general purpose fund, the absence 
of inflationary adjustments has been a primary driver of the structural deficits the district faces each 
year. The constraint on this funding source also makes it difficult for MPS to make strategic 
investments in instructional programming, student support services, short-range facilities 
maintenance and upgrades, and its long-range facilities master plan. 

There appears to be bipartisan support among state lawmakers to provide some form of inflationary 
adjustment to school district spending. Among the spending initiatives in the governor’s proposed 
budget was a significant increase in aid distributed through the equalization formula alongside a 
$200 per pupil revenue limit increase in 2019-20, $204 in 2020-21, and annual inflationary 
adjustments in each subsequent year. If the legislature adopts this proposal, MPS would see an 
estimated boost in its spending power of $15.4 million in the first year of the budget and $31.0 
million in the second year.3 As welcome as this increase would be, it equates to 1.9% of the district’s 
current revenue limit per pupil in 2020, which is still just short of the 2% rate of inflation.4 

Simultaneously raising equalization aids and the revenue limit both increases school district 
spending power in step with inflation and distributes state aid such that it equalizes property wealth. 
The governor’s proposal to use this mechanism to provide increased spending for schools differs 
from the approach used in the current state budget, as we will discuss below.  

                                                      
3 Legislative Fiscal Bureau (March 18, 2019) memo to Senator Jon Erpenbach. Subject: Estimated Effects of 
Proposed School Finance Modifications on School Districts Under Senate Bill 59/Assembly Bill 56 
4 The 12-month percentage change in Consumer Price Index for all Items, April 2018 to April 2019, not 
seasonally adjusted was 2.0%. https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-
category.htm  

https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
https://www.bls.gov/charts/consumer-price-index/consumer-price-index-by-category.htm
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The legislature’s budget writing committee recently indicated that it will work from the current state 
budget as its base, rather than starting from the governor’s proposed budget. Consequently, the 
prospect of increased revenue limits in the 2019-21 state budget is in question.   

General state aid (also known as per pupil categorical aid) 

In recent years, then Governor Scott Walker and legislative Republicans used an alternative form of 
general aid called per pupil categorical aid as their primary means of providing more state aid and 
spending authority to school districts. First implemented in 2013, this program distributed an 
additional $50 per pupil outside of revenue limits and has grown considerably since that time. 
Notably, all school districts statewide saw this form of aid increase by about $200 per pupil over the 
past two years, the same yearly increase for revenue limit adjustments proposed by Governor Evers.  

Consequently, while MPS’ revenue limit per pupil has been frozen in recent years, it has benefited 
from growth in per pupil categorical aid, which stands at $654 per pupil in the current state budget. 
That equated to $50.6 million for MPS, which is the same amount it is projecting for 2020. 

In contrast to revenue limit adjustments that automatically determine a school district’s base the 
following year (and therefore cannot be reversed without specific legislation), per pupil categorical 
aid gives policymakers more flexibility to decide whether to maintain that appropriation from year to 
year. This flexibility, however, translates into unpredictability for school districts. Some also argue 
that dependence on this method for providing inflationary revenues for school operations fails to 
recognize the importance of tax base equalization among poorer and wealthier districts.  

State special education aids 

At $48.5 million, the district’s third largest source of revenue in the school operations fund is state 
special education aids. These are state reimbursements to school districts for certain eligible costs 
associated with educating students with disabilities. As of 2018-19, state appropriations for this aid 
only covered 24.5% of school districts’ eligible costs.  

Governor Evers’ proposed budget would increase the reimbursement rate for special education costs 
in the first year of the budget to 30%, an increase that garnered support in recommendations 
forwarded to the legislature by the bipartisan Blue Ribbon Commission on School Funding in January. 
According to a recent memo from the Legislative Fiscal Bureau,5 MPS would stand to receive an 
additional $9.4 million as a result of this provision. 

State reimbursement for special education covers only a fraction of the costs incurred by MPS to 
meet the needs of students with disabilities per state and federal mandates. Consequently, MPS 
(like every other district in the state) must pay for the bulk of its special education costs through its 
general revenue sources.   

By assuming flat revenue growth in its school operations fund, district administrators are preparing 
for what likely would be the worst-case scenario in terms of K-12 education support in the adopted 
2019-21 state budget. This not only has forced them to make difficult choices in the 2020 proposed 

                                                      
5 Legislative Fiscal Bureau (March 18, 2019) Memo to Senator Jon Erpenbach. Subject: Estimated Effects of 
Proposed School Finance Modifications on School Districts Under Senate Bill 59/Assembly Bill 56. 
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budget, but it also limits their ability to make forward-looking strategic investments to address 
various challenges. However, because both the governor and lawmakers have signaled a desire to 
increase various forms of support for schools, the district may find itself in the fortunate position of 
being able to adjust its 2020 budget later this year to make use of additional resources to address 
some of those challenges.  

Key  # 2 :  C hang es  in  salary  and  b en efit  
assu mpt ion s  allow for  n ew po s it io ns  an d pay  
ra ises  

Unlike last year’s proposed budget – which originally called for the elimination of 147 positions, 
including 80 teachers – the 2020 proposed budget would add 108 positions while also providing a 
2.44% salary increase for most MPS employees. Remarkably, that feat is accomplished while limiting 
increases in total salary and fringe benefit expenditures to 1.3% and 3.3% respectively.  

Why this matters 

Expenditures on salaries and fringe benefits (for both active and retired employees) are a primary 
budget driver for MPS, comprising 65% of total spending in the 2020 proposed budget. Annual 
changes to these line items set the tone for budget deliberations each year and are impacted by 
several factors.  

On the salary and wage side, expenditure totals not only vary based on decisions regarding pay 
increases for various classes of positions, but they also are affected by changes in the experience 
levels of the workforce. That is because new employees start at a lower end of the pay range than 
longer-term employees who have progressed to the higher end. On the benefits side, spending totals 
are impacted by inflationary growth in the cost of health care services and insurance premiums as 
well as health care utilization. In addition, both salaries and benefits are impacted by the number of 
individuals employed by MPS in a given year.     

In the 2020 proposed budget, salaries and benefits would collectively increase by $15.7 million 
(2.0%) from 2019, as shown in Table 5. While that amount is substantial, a more sizable increase 
would have been expected given the budget’s proposed addition of 108 full-time equivalent (FTE) 
positions, including 60 teachers and 23 educational assistants; and a 2.44% proposed salary 
increase, which would apply to most employees.  

Table 5: MPS 2020 proposed salary and benefits increases (in millions) 

 
2019  

Budget 
2020  

Proposed 
Increase/ 
Decrease 

%  
Change 

Salaries/Wages $512.8 $519.4 $6.6 1.3% 
Benefits $273.6 $282.7 $9.1 3.3% 
Total $786.4 $802.1 $15.7 2.0% 

Source: 2020 proposed budget  
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For context, the budget estimates an $8 million cost for the salary increase, while we roughly 
calculate that the 108 new FTEs conservatively would cost $5 to $6 million in salaries and another 
$2.5 to $3 million in benefits. The budget also projects inflationary increases in medical and 
pharmaceutical costs of 5% and 12% respectively. Hence, it is difficult, at first glance, to 
comprehend how salaries and wages could have only increased by $6.6 million and benefits by $9.1 
million.  

Deeper exploration and discussions with budget officials yield the following explanations: 

• The impact of both new FTEs and pay increases are partially offset by a reduction in average 
teacher salaries. According to MPS budget officials, the district’s teacher workforce is younger 
and newer, which means that the average teacher salary would decrease from $60,180 to 
$60,150 despite the 2.44% pay raise.    
 

• Vacancy adjustments are another component. Most governments and school districts project 
salary expenditures by assuming that each authorized position is filled, but many then make a 
“vacancy and turnover” adjustment to reflect the fact that some will be vacant during part of the 
year because of departures and delays in filling positions, thereby lowering projected salary 
costs. MPS officials report that they increased the vacancy adjustment by about $330,000 in the 
school operations fund and made additional adjustments in the nutrition fund. 

 
• As noted above, medical insurance costs are projected to increase by 5% and prescriptions by 

12% in 2020. For both, however, the 2020 impact was lessened by the fact that actual 2018 
and projected 2019 spending are lower than anticipated, allowing the district to apply the 
percentage increase to a lower baseline than the 2019 budgeted amount. It is also worth noting 
that the 5% projected increase for medical costs is lower than the 6% or 7% used in recent 
budgets and five-year forecasts, though budget officials justify the move by saying it more 
accurately reflects recent experience.  

While each of these adjustments has a justification and should not be construed as fiscally 
irresponsible, they likely represent one-time fixes. For example, as MPS strives to retain greater 
numbers of teachers, it would be hoped that average salaries will increase. Similarly, counting on 
increased numbers of vacancies appears contradictory to MPS’ need to fill its authorized teacher 
positions to reduce class sizes. With regard to benefits, while MPS has benefited for several 
consecutive years from lower-than-anticipated health care costs driven by lower utilization and other 
factors, that tide can turn. In fact, both the city of Milwaukee and Milwaukee County experienced 
similar savings in recent years but more recently have seen growth in health care costs return to 
levels resembling health care inflation in the region. 

Consequently, by proposing to add 108 FTEs, MPS is taking on some fiscal risk. Assuming the 108 
positions are filled, it may be difficult to sustain them should anticipated savings not materialize 
from other vacancies or should average salaries and benefits rise in the future in ways not 
consistent with the assumptions in the proposed budget.  
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K ey  # 3 :  Two  years  o f  c uts  to  c entral  serv ic es  
an d n ew admin istrat ive  stru ctu re  help  preserve  
fu nding  fo r  sc hools   

A stated pillar of the district’s strategy to “keep schools whole” in the 2020 budget, as well as add 
teachers, educational assistants, and other in-school staff positions, is a commitment to hold down 
administrative costs in the district’s central offices. This strategy was initiated by the new 
superintendent late in the spring 2019 proposed budget process and included cuts to every central 
office. Additional cuts appear to have been made as part of the final adopted budget last fall, and 
the district adopted substantial changes to its organizational structure to further administrative 
savings.  

Why this matters 

While the effort to reduce administrative costs is a logical avenue toward maximizing classroom 
resources, central services represents a relatively small share of overall spending in the school 
operations fund. Yet, the functions assigned to central offices and departments represent the 
administrative infrastructure required to support sound stewardship of the district’s fiscal and 
programmatic resources. As such, it is important to understand how central services spending 
changed between the 2018, 2019, and 2020 budgets and, ideally, the impact of those changes. 

The district’s administrative functions, also known as central services or central offices, primarily are 
funded through the school operations fund. All offices also receive varying levels of support through 
the categorical fund and a handful receive resources through the extension fund, construction fund, 
and nutrition services funds. The following discussion explores spending cuts to central services over 
the past two budgets, emphasizing activity within the school operations fund.  

Central service cuts in the 2019 budget 

Just before the 2019 budget was adopted in the spring of 2018, the newly installed superintendent 
proposed several substantive adjustments to his predecessor’s original proposal that were adopted 
by the school board. Most notably, the school operations component of every central service office 
was reduced, and funding to school budgets and accounts was restored. Primarily through a 
reduction of 32.7 FTEs, which trimmed $1.9 million, total central services spending in the school 
operations fund was cut by $2.4 million in the budget changes proposed in the spring of 2018 
relative to the 2017-18 adopted budget. 

Table 6, which reflects the new organizational structure, shows that the final 2019 budget adopted 
in the fall included a $5.8 million reduction in central services spending from the school operations 
fund, which was considerably higher than the $2.4 million adopted in May 2018. It should be noted 
that not all offices were cut; for example, the Board, Superintendent, Human Resources, and 
Communications functions all saw increases. While the extensive reorganization, addition of a new 
Office of Communications and School Performance, and elimination of three central service offices 
(Chief of Staff, Operations, and Innovation) make it difficult to track the components of the overall 
reduction, our review suggests that almost all of the cuts were absorbed by the newly-configured 
offices of Academics and Administration (which absorbed many of the functions of the three 
eliminated offices). These two offices experienced reductions of 22.5% and 10.4%, respectively. 
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Table 6: School operations fund budgeted expenditures for central services (2018-2020) 

Source: MPS proposed budget and WPF calculations 
 

Central service cuts in the proposed 2020 budget 

Table 6 also suggests that the 2020 proposed budget continues to reduce spending in central 
services as a means of prioritizing schools and classrooms. Central services spending through the 
school operations fund is budgeted at $67.4 million, which comprises 7.1% of total school 
operations spending. That represents an additional reduction of $4.5 million (6.2%) and it would be 
achieved through reductions in most but not all central offices.  However, this does not reflect a one-
time use of $4.3 million in applied surplus from the construction fund to support the Department of 
Facilities & Maintenance. Accounting for that transfer as a conventional expenditure in 2020 would 
effectively reduce the school operations central services spending cut to about $120,000. 

It is difficult to discern the potential impact of specific budgeted changes to various central service 
functions. However, the second consecutive year of reductions to the Office of Academics may merit 
further scrutiny. Within that office, the Organizational Development department saw a cut of $1.7 
million (23.4%), a decrease that comes on the heels of a $1.3 million (15.0%) cut between 2018 
and 2019.6 District officials attribute this to an unspent federal grant that was redeployed to other 
activities to better support schools. It should be noted, however, that this is the office charged with 
educator effectiveness, professional training and development, new teacher induction and support, 
and innovative programs. MPS officials acknowledge that these areas must be prioritized, which 
raises concerns about two consecutive years of reductions to the office charged with doing so.   

Because all central offices also receive funding through the categorical fund, while a few others are 
funded through MPS’ remaining funds, it is also informative to view central office spending across all 
funds. From this perspective, the 2020 budget for central services is $212.1 million, or 17.7% of 
total district spending. The proposed budget makes dozens of position changes in central services 
resulting in a net increase of 8.87 FTEs, which nevertheless reduces expenditures by $52,393 (see 

                                                      
6 These cuts to the Organizational Development department are attributed to all funds, and not just the school 
operations fund. 

Office 2018A 2019B 2020P 
Change ($) 
18A-19B 

Change ($) 
19B-20P 

Change (%) 
19B-20P 

Board/Office of Board 
Governance $2,371,434 $2,538,515 $2,392,972 $167,081 ($145,543) (5.7%) 

Office of Accountability 
& Efficiency $993,139 $901,602 $810,878 ($91,537) ($90,724) (10.1%) 

Superintendent $1,471,961 $1,824,109 $2,012,113 $352,148 $188,004 10.3% 
Communications & 
School Performance $4,357,131 $4,493,292 $4,041,154 $136,161 ($452,138) (10.1%) 

Academics $11,849,274 $9,181,047 $8,400,092 ($2,668,227) ($780,955) (8.5%) 
Administration $37,403,380 $33,529,523 $30,204,015 ($3,873,857) ($3,325,508) (9.9%) 
Finance $4,988,300 $4,749,226 $4,611,212 ($239,074) ($138,014) (2.9%) 
Human Resources $14,267,438 $14,656,686 $14,939,113 $389,248 $282,427 1.9% 

TOTAL $77,702,057 $71,874,000 $67,411,549 ($5,828,057) ($4,462,451) (6.2%) 
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Key #2 for some possible explanations for this apparent contradiction). Relative to the final 2019 
budget, central services spending across all funds would decrease by $1.2 million in 2020.  

New organizational structure for MPS central offices 

Aligned with a stated district goal of “increasing efficiency to expand the school-based focus at 
Central Services,” the administration proposed a new organizational structure as part of the 2019 
budget that guided the proposed position-related spending cuts at that time. The old structure had 
seven office chiefs plus a stand-alone Department of Black and Latino Male Achievement reporting 
directly to the superintendent. The MPS Foundation was one layer down, reporting to the Office of 
the Chief of Staff, which also housed efforts to develop strategic community partnerships and 
internal strategic initiatives and communication. 

The new structure eliminates three offices – Chief of Staff, Operations, and Innovation – and either 
eliminates or relocates their functions across five main offices, one of which is new. Four of the five 
offices are one layer removed from the superintendent, reporting to two deputy superintendents. 
One deputy oversees the administrative infrastructure of the district in the offices of Human 
Resources and Finance. The most significant change to these offices is that the Office of Finance 
now houses two large district functions – the departments of Nutrition Services and Recreation & 
Community Services. The other deputy manages the academic/schools-related district functions 
under the offices of Academics and Administration.  

The fifth office is the newly created Office of Communications and School Performance, which 
reports directly to the superintendent and absorbs a mix of functions previously handled by the three 
eliminated offices. These include communications; community partnerships; charter school 
administration; equity/access/inclusion; and research, assessment, and data (which notably has 
been elevated to its own department). The MPS Foundation now reports directly to the 
superintendent as well.   

The new administrative structure preserves most of the functions of the old structure. The eliminated 
Office of Innovation & Information included a Department of School Transformation that housed 
specific efforts aimed at innovative reforms, such as Turnaround Arts and collective impact 
initiatives, such as Milwaukee Succeeds. Those functions now are absorbed in the Department of 
School Services under the Office of School Administration, a shift district officials say helped with 
efforts to downsize and streamline central offices.  

The superintendent’s changes to the district’s administrative structure are intended to streamline 
administrative spending, foster fiscal stability, and preserve resources for schools, all of which are 
laudable objectives. As implementation of these changes continues to move forward, however, it will 
be important for MPS leaders to track and report both fiscal and programmatic impacts.  

In particular, district leaders will need to assess going forward whether the administrative changes 
align with key strategic goals such as the need to grow enrollment, improve teacher recruitment and 
retention, and address long-range facility needs; and whether the district is eliminating too much 
financial and strategic planning capacity and expertise to effectively navigate the challenges of 
operating a large urban school district in a fiercely competitive environment.  
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K ey# 4 :  Co nstru ct ion  fun d c ont inu es  to  help  out  
sc hoo l  op erat ion s  

In each of the past three years, our MPS budget brief has cited concern with decisions to budget only 
minimal property tax levy in the construction fund as a means of devoting additional property tax 
resources to school operations. That concern remains this year and is exacerbated by a related 
concern about a one-time construction fund transfer to support basic facilities maintenance. 

Why this matters 

The construction fund is one of three MPS accounts that receives property tax revenues (in addition 
to school operations and extension). The fund is used mainly for major maintenance costs and larger 
capital remodeling projects at school buildings. The district finances basic repair and maintenance 
costs in the school operations fund under the Department of Facilities and Maintenance. 

Both the construction fund and the facilities and maintenance operating budget are challenged by 
MPS’ ownership of dozens of older buildings with considerable facility needs. A consultant’s report 
issued in April 2018 cited an average age of 75.4 years for MPS buildings and the need for nearly $1 
billion in capital investment if MPS wished to elevate all of its buildings to “good” condition.7   

Until recently, MPS devoted substantial property tax levy to the construction fund each year (other 
local resources like rental revenues and sale proceeds from fixed assets also contribute to the fund). 
That changed in 2017, when officials transferred $9.5 million of tax levy from the construction fund 
to school operations as a means of boosting expenditures on new initiatives in schools.  

At the time, the move was cited as a one-time initiative; however, as shown in Chart 2 on the 
following page, in each successive year MPS has not restored the property tax resources to the 
construction fund, and it would fail to do so again in 2020 with a proposed property tax levy 
appropriation of only $1.5 million. Total proposed funding for the construction fund is $2.6 million, 
which is the same amount as 2019 but $4.3 million lower than the 2018 amount and $11 million 
lower than in 2015. 

It is important to note that while property tax levy appropriations have diminished sharply, the district 
has more than replaced those dollars with borrowing proceeds. In 2017 and 2018, MPS drew upon 
unused proceeds from past issuance of Qualified School Construction Bonds authorized by the 2009 
federal stimulus bill for this purpose. In 2017, MPS also issued $34.9 million in new Qualified School 
Construction Bonds to finance major maintenance projects.8  

A review of recent expenditures shows that MPS has been spending these borrowing proceeds on 
major maintenance, with actual expenditures of $13.9 million for that purpose in 2016, $13.8 
million in 2017, and $16.0 million in 2018. The budget’s five-year forecast cites a desire to boost 
major maintenance funding to $18 million annually beginning in 2021 and indicates that the 
availability of surplus funds from prior year borrowing will allow it to achieve that goal.  

                                                      
7 MGT Consulting Group, “Long-Range Facility Master Planning Recommendations,” April 19, 2018, p. 9. 
8 MPS does not have statutory authority to issue debt but instead relies on the city of Milwaukee to issue debt 
on its behalf under an intergovernmental agreement. Debt service payments are the responsibility of MPS. 
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Chart 2: Construction fund appropriations, 2015 to 2020 (in millions – not including borrowing) 

 
Source: MPS budget documents 
 

Notably, however, the forecast does not anticipate that MPS will restore any of the $9.5 million in 
property tax levy to the construction fund appropriation from 2021 through 2024. In the absence of 
such a move, the construction fund balance (consisting mainly of prior year bond proceeds) would 
gradually be whittled down. The superintendent and MPS budget officials acknowledge the 
problematic nature of that scenario and continue to express hope that resources can be identified to 
allow for the restoration of property tax allocations during that period.  

At the same time that prior year surplus monies are being leaned on for major maintenance and 
capital costs, the 2020 proposed budget includes an additional withdrawal of $4.3 million from the 
construction fund to offset basic maintenance expenditures in the Department of Facilities & 
Maintenance. While an ample surplus ostensibly justifies such a move, budget officials acknowledge 
this is a one-time maneuver that would create a $4.3 million hole in the 2021 budget if the district 
wishes to maintain the 2020 spending level.  

For entities experiencing severe financial stress, it is an understandable temptation to defer 
expenditures on buildings and other assets or draw down capital reserves to preserve resources for 
more pressing operating needs. The danger in doing so for too many successive years, however, is 
the potential creation of an insurmountable backlog of major repair and replacement needs. 

It does not appear that MPS has neared that threshold, but recent trends bear careful monitoring. 
The budget acknowledges that “many buildings may have difficulty meeting the district’s goal of 
offering schools that provide 21st‐Century learning opportunities and support the needs of diverse 
learners.” Important work already has been initiated to remodel and repurpose facilities in the 
53206 zip code and other areas to address that goal, but ensuring that the district’s facilities are in 
sufficient condition to provide strong learning environments will take a long-term financial 
commitment that will be challenging to fulfill.      
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Long-Term Prognosis  
While the relatively calm nature of the 2020 proposed budget represents a welcome change from 
the 2019 version, the district’s long-term financial outlook remains quite precarious. As discussed 
throughout this report, the district’s cost pressures exceed its typical revenue growth. Until and 
unless that dynamic changes – either from enhanced state revenues or substantial changes to 
major cost centers (or both) – MPS will need to continue to scour its central offices for reductions, 
explore one-time maneuvers, or again consider the unpleasant options of forsaking pay raises or 
reducing the teacher workforce. Another undesirable option – asking voters to exceed state-imposed 
revenue limits via referendum – also may need to be considered.     

Table 7 summarizes MPS’ five-year fiscal projections for its school operations fund budget and 
shows a budget gap of $108.5 million by 2024. It is important to note that a true deficit of that 
magnitude would never occur, as steps would be needed in each intervening year to produce 
balanced budgets. Instead, this exercise provides an illustration of the size of the structural 
imbalance within five years based on current expenditure and revenue trends and projections. 

Table 7:  MPS school operations fund five-year budget projection (in millions) 

Category 
2020 

Proposed 
2024 

Estimated 
%  

Change 
Revenues (without applied surplus) $944.7 $933.6 (1.2%) 
Expenditures    

Salaries/other wages $416.4 $444.6 6.8% 
Benefits $227.7 $254.7 11.9% 
Purchased services $235.4 $263.1 11.8% 
Other  $65.2 $79.7 22.2% 

Total expenditures $944.7 $1,042.1 11.7% 
Deficit  ($108.5)  

Source: 2020 Proposed Budget 

Interestingly, the five-year outlook has improved when compared to a similar projection made at this 
time last year, with the overall gap at the end of the five years shrinking by about $25 million (19%). 
This is largely attributable to reduced five-year growth projections for salary expenditures (6.8% as 
compared to 8.2% last year) and benefits (11.9% vs. 25.8%).  

Whether this truly represents improvement in the district’s long-term prognosis is debatable, 
however. For example, budget officials opted this year to use a far less conservative assumption on 
health care spending growth (3% as opposed to last year’s 7% assumption), which accounts for the 
significant change to that projection. The revised assumption was based on recent experience and 
not on any anticipated moves to trim benefit levels. 

Conversely, the district’s revenue projections remain both conservative and bleak, which accounts 
for the still formidable five-year deficit. MPS projects that school operations fund revenues will 
increase from $944.7 million in 2020 to $948.9 million in 2022 before dropping by $20 million in 
2023 and then increasing slightly in the following year. The large decline in 2023 is attributed mainly 
to an anticipated loss of state integration aid per recent changes in state policy. 
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In this case, MPS is being understandably conservative in its revenue assumptions based on past 
experience. However, if this year’s and future state budgets were to include even inflationary 
increases in state aids and/or relaxation of revenue limits, then the five-year outlook could take a big 
turn for the better. For example, if school operations revenues were simply to grow by an average of 
2% per year from 2020 to 2024, then the $108.5 million gap would shrink to $19.5 million.    

While the five-year fiscal forecast is laden with assumptions and must be considered as illustrative, 
rather than predictive, we would argue that the magnitude and compounding nature of the projected 
structural imbalance still demands a comprehensive response that goes beyond one-year fixes. 
Specifically, in the absence of help from the state, it would appear necessary for MPS leaders to 
again turn to the areas of fringe benefits, transportation, and facilities to explore potential savings 
that could reduce the severity of the long-term structural imbalance. 

Major changes to the first two were considered (but not pursued) at the onset of last year’s budget 
deliberations, while release of a long-range facilities planning document appeared to set the stage 
for serious consideration of “footprint” reductions this year. However, the administration and school 
board have engaged in little consideration of initiatives in these areas during the past 12 months.  

The proposed budget does note the initiation of a request for proposal process for third party 
administrators for MPS’ health care and life/disability insurance plans as of January 1, 2020. 
Officials hope the bidding process will yield savings, but those likely will not be of the magnitude 
needed to address MPS’ structural issues unless changes to the benefit structure also are pursued. 
Such changes were floated by the administration last year but were rejected, in part because of valid 
concerns over teacher retention and recruitment. Similarly, a proposed transportation savings plan 
with busing reductions was not pursued in light of potential disruption to students and parents. 

With regard to facilities, MPS released a Long-Range Facilities Master Plan study in March 2018 that 
offers a possible road map to shrink the number of school facilities and align the district’s physical 
assets with its enrollment. It was anticipated that officials would use the plan to begin wrestling with 
facilities “right sizing” and to develop possible cost saving initiatives for the 2020 budget. Several 
community input sessions were held and, as mentioned above, a 53206 Initiative has begun to 
remodel and repurpose certain facilities in that area. However, proposals to reduce facilities costs 
have not yet materialized. 

As with health care and transportation, there are certainly tradeoffs involved with facilities 
reductions, including the potential that liquidated buildings could be purchased by independent 
charter or choice schools with which MPS competes for enrollment. Nevertheless, as we pointed out 
in last year’s budget brief, it is critical for district leaders to objectively consider what can be done to 
liquidate facilities given that, per the master plan study, MPS is spending millions of dollars annually 
“for students that don’t exist.” 

To their credit, the superintendent and budget officials have publicly acknowledged the need to 
revisit these and similar long-term responses to MPS’ structural imbalance after adoption of the 
2020 budget. Given the holes that may materialize as early as next year from the inability to lean on 
reserves, the need to restore tax levy to the construction fund, and the additional spending that will 
be required to provide cost-of-living pay raises to teachers, time is of the essence.   
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Conclusion        
It is difficult to size up the proposed 2020 MPS budget in light of the seemingly contradictory 
messages it sends. On the one hand, the budget’s flat school operations fund revenues, its ongoing 
need to restructure central services, and its inability to restore tax levy to the construction fund 
signal continued fiscal distress. Yet, on the other, its ability to provide cost-of-living salary 
adjustments and add 108 positions implies that the district’s longstanding fiscal challenges may be 
abating. 

As we have described in the previous pages, the truth is likely somewhere in between. MPS’ revenue 
structure remains extremely challenged, though some improvement may result from the next state 
budget. Meanwhile, on the expenditure side, salary and fringe benefit pressures will subside 
somewhat in 2020 from a variety of short-term circumstances, but those pressures will continue to 
drive the structural deficit over the long term and may even intensify from the new positions and pay 
raises proposed for next year. 

Indeed, the ultimate takeaway may be that while it is tempting to view each year’s budget 
deliberations through a short-term lens, doing so for MPS misses two larger points. The first is that 
the district continues to face a structural imbalance that will make it difficult to retain even current 
levels of staffing and instructional quality in the years after 2020. The second is that merely 
maintaining a budgetary status quo will not be good enough to allow the district to attract and retain 
additional quality teachers, initiate innovative and enhanced instructional and student services, 
modernize (while “right sizing”) its facilities, and grow its enrollment to help address its revenue 
challenges.                 

As noted above, long-term changes to this paradigm will demand both improvements to the district’s 
unsustainable revenue structure (which could come from increased state aids, relaxation of revenue 
limits, or even a voter referendum); and operational changes that will help control some of its most 
formidable cost drivers. MPS, state leaders, and other stakeholders would be wise to avoid pointing 
fingers and recognize that both sides of the equation must be addressed. 
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