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Introduction

In 2001, contracting out for school support services by Michigan school districts was a rare
practice. Less than one in three districts used private providers for food, custodial or
transportation services. Today, 16 years later, the tables have completely turned: it is more
unusual to find a district that does not outsource at least one of these support services than to find

one that does.

The 2017 survey results contained in this report show that 71.5 percent of Michigan school
districts outsource at least one of the three services, a slight increase from last year’s 70.6 percent.
While food service contracting stayed stable, the number of districts outsourcing custodial and
transportation services increased slightly from last year. All have trended upwards in recent years,
with custodial services showing the largest increase, growing from 6.6 percent in 2003 to 52.6

percentin 2017.

The survey was first conducted in 2001, then again in 2003 and every year since 2005, making this
year’s report the 15th edition. It covers all conventional school districts in Michigan, though the

2018 survey also included results from four additional states.

Private companies provide more for school districts than just these three support services. They
often provide special education transportation, grounds maintenance, bus repairs and substitute

teachers, among other duties.

There are many reasons why a school district may choose to contract out for certain services, but
the most common is the price tag. Private companies specialize in the services they provide,
meaning they are often more efficient than a school district. A school district’s primary purpose is

to provide educational services to students, and all other services they provide are secondary.

Not all privatization arrangements are the same. Some districts do not outsource the entirety of
their services, but use private employee leasing agencies to supply them with employees. This
means the agencies hire workers, oversee them and provide administrative duties, such as payroll.
This frees school districts from these overhead costs and the extra expense of funding state-

mandated retirement benefits for these workers.

Getting around retirement mandates can save a decent amount of money, considering that
employer contribution rates amount to about 37 percent of payroll, though districts receive a

supplement from the state to pay for 11.7 percentage points of that contribution." Employer
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contributions for private sector retirement contributions, on the other hand, are often just S

percent to 7 percent of payroll.>

Quality of service is another advantage of contracting. A vast majority of school districts who
outsource food, custodial or transportation services report that they are satisfied with their

services. This makes sense: if the district is dissatisfied, they can shop around for a new provider.

Eftective contracting helps school districts by letting them put more money and attention toward

their primary purpose.
Method

Between May 23 and July 12, we contacted Michigan’s 540 school districts by phone and followed
up by email if necessary. We sent Freedom of Information Act requests only to schools that were

difficult to contact or that requested them specifically.

We asked school officials whether or not they outsourced any part of their food, custodial or
transportation services. If they did, we requested the name of these contractors in order to track
and verify changes between this year’s and last year’s results. We also asked them about their

satisfaction with the service they had received from these companies.

We counted a district as contracting out if they had at least one regular outsourced worker in the
area in question, including leased employees. While we did not count special education
transportation in the survey, we did include districts that contracted out busing for their
sports programs.

2017 Survey Results

In 2017, 386 of Michigan’s 540 conventional school districts contracted out for food, custodial or
transportation services, which is 71.5 percent of districts. This is an increase from 2016 when 70.6
percent of districts contracted out for at least one of the services and a substantial increase from
2001 when only 31 percent of districts did.

Custodial services are more frequently contracted out than food or transportation services. In
2017, 52.6 percent of districts used private sector vendors to clean and maintain district buildings

and property. This is an increase from 51.6 percent in 2016 and up from only 6.6 percent in 2003.

Mackinac Center for Public Policy
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The proportion of districts contracting out food services remained steady in 2017, with 43.3
percent of districts using a private provider to prepare and serve meals to students. Contracting

out these services has remained above 40 percent since 2015 and is up from 27.3 percent in 2003.

After a small decline in 2016, more districts are again using private sector contractors to provide
transportation services. In 2017, 26.1 percent of districts contracted out regular transportation
services with private companies, up from 25.5 percent of districts in 2016. But this is a much
smaller increase in the proportion of districts that contract out this service. From 2008 to 2018,

transportation contracting increased from 6 percent to 25.6 percent.

Graphic 1: Percentage of School Districts Contracting Out
for Noninstructional Services, 2001, 2003, 2005-2017
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Food Service

Schools typically operate their food service programs as a business-like service, relying on sales of
food to cover their expenses.® In addition, most districts participate in the National School Lunch
Program run by the United States Department of Agriculture, which dictates the nutritional
content of meals it sponsors.* The NSLP also provides subsidies to districts on behalf of low-
income students so that these students can receive free or reduced-price lunches, in addition to

other support.’

Districts cannot use any gains generated by their food service programs to supplement their

general expenditures.® In other words, administrators can’t take money out of the cafeteria to fund

Mackinac Center for Public Policy
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the classroom. Districts that have lost money on their food services have looked to see whether

private companies can help them break even.

Food service was the most frequently contracted service in 2003 but has not increased as
much as transportation or custodial services. Food contracting remained at 43.3 percent of
districts for 2016 and 2017. Two new districts contracted out services, but two districts

brought services back in house.

Graphic 2: Food Service Contracting, 2003, 2005-2017
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Graphic 3: Districts With New Food Services Contracts

Ewen-Trout Creek School District

Spring Lake Public Schools

Spring Lake Public Schools contracted out their food service after running deficits for a number
of years and officials hope to break even now. The Ewen-Trout Creek School District began using
their employee-leasing agency to provide a food service worker this year and expects to save
$4,800 from the move.

Cass City Public Schools had leased out for one food worker, but the employee will not be
returning in the fall. The outsourced food service director of Homer Community Schools retired

and the district sought to hire and employ a director themselves.
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Custodial Services

Districts more frequently contract out for custodial services compared to the other two
noninstructional services covered in this survey. In 2017, 52.6 percent of districts used private
sector vendors to clean and maintain district property. This is an increase from 2016 when 51.6

percent of districts contracted out the service.

Districts did not often contract out for cleaning and maintenance in 2003. The practice grew from
occurring in 6.6 percent of districts that year to 46.8 percent in 2013. Since then more districts
have contracted out, but the rate of growth has slowed. In 2017, 14 districts outsourced their

custodial workers and nine brought those services back in house.

Many districts with new custodial outsourcing report savings. Northwest Community Schools
reports thatit stands to save over $650,000 through its new custodial and transportation contracts.
Sault Ste. Marie Area Schools expects to save $400,000 through their contract. Beecher
Community Schools is also outsourcing both custodial and transportation services, and they
estimate they are saving over $315,000. Constantine Public Schools reports savings of $200,000
for their new three-year custodial contract. The districts of Michigan Center Schools and Allegan
Public Schools will save $94,400 and $25,000, respectively. Some of the other districts reportedly

outsourced in the hopes that it would improve the quality of service.

Several districts who brought custodial services back in house — Whitefish Township Schools,
Tecumseh Public Schools, Wyoming Public Schools and Ypsilanti Community Schools —
believed they could provide higher quality services with an in-house staff. Atlanta Community
Schools insourced custodial services because they felt they could do it more efficiently themselves.
Eau Claire Public Schools tried two different companies, but decided to bring services in house
again. Berlin Township School District 3, a two-room schoolhouse, decided to let their
paraprofessionals take over custodial duties. Marysville Public Schools outsourced only their
custodial director, but since he is retiring, the district decided to replace him with a district worker

instead of hiring a new one through a leasing agency.

District officials also reported that it was getting more difficult for both in-house providers and for
contractors to draw from a consistent, quality workforce. This could be due to a tightening labor
force. The state unemployment rate has declined from 14.9 percent in 2009 to 3.7 percent, and there

may be more competition for these kind of jobs and more difficulty in retaining quality workers.”

Mackinac Center for Public Policy
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Graphic 4: Custodial Service Contracting, 2003, 2005-2017
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Graphic 5: Districts With New Custodial Services Contracts

Allegan Public Schools Corunna Public Schools

Battle Creek School District Lansing School District
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Bois Blanc Pines School District Northwest Community Schools

Carman-Ainsworth Community Schools | Sault Ste. Marie Area Schools

Constantine Public Schools Wells Township School District

Transportation

Districts are not required by law to provide transportation, but most do. Of the 540 districts in the
state, 518 bus students to and from school. And more districts are contracting out with private

vendors to do it.

This year, 26.1 percent of school districts contracted out transportation services, up from 25.5
percent the year before. In 2003, only one in every 26 districts used private vendors to transport
students and now over one in four do it. This year, seven districts started transportation contracts

and four insourced the service.

Out of the seven districts who began outsourcing their transportation services, five reported

saving money through the contracts. Cedar Springs is reportedly saving between $350,000 and

Mackinac Center for Public Policy
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$400,000 for the first year of their contract. Kent City Community Schools reports that the
combination of their regular and special education contracts will save the district $150,000 a year.
Marion Public Schools reports that they will save $34,000.

Carney-Nadeau Public School had two contracted bus drivers last year, but one retired and the
other left for a different job and the district does not plan to replace these employees with contract
labor. Lake Linden-Hubbell Public Schools insourced their bus drivers because the leasing agency
they were using no longer insured the bus drivers they were supplying the district. Whitefish
Township Schools brought their bus drivers back in house in the hopes that their employees
would “put more pride in their work.” The company that provided Vanderbilt Area Schools with

a transportation worker closed, and the district did not hire a contracted worker as a replacement.

Graphic 6: Transportation Service Contracting, 2003, 2005-2017
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Graphic 7: Districts With New Transportation Services Contracts
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Satisfaction

Contracting out is especially valuable when districts are able to provide better services at lower

costs. This is why the survey asks about the district’s satisfaction with their service providers.

The results show that districts are happy with the services provided by private companies.
Districts report satisfaction with 94.7 percent of these contracts. In 2 percent of cases, districts
said they were unsure of their satisfaction, largely because these contracts were very new. School
officials reported being dissatisfied with only 1.5 percent of contracts. Districts provided no

response for 1.8 percent of contracts.

Even with the large levels of satisfaction, some school officials noted that there were newer

challenges retaining quality custodial staff.

Graphic 9: Reported Satisfaction With Outsourcing
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This may seem like a remarkable record of satisfactory performance, but there may be a simple
explanation for it. Districts tend to let the contracts that they are dissatisfied with expire, so it may
not be surprising to see a lot of districts reporting that they are satisfied with the contracts they
have agreed to.
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Appendix A: Revisions to Previous Publications

Some school districts answered survey questions in ways that made it necessary to recategorize

their responses from 2016. These districts and the accompanying revisions are listed below:

+ Beaver Island Community Schools clarified that their custodial worker was employed

through the district and not through an employee leasing agency.
¢ Chelsea School District outsourced their food service starting in January of 2016.
¢ Detour Area Schools clarified that they outsourced one regular custodial worker last year.

+ Fenton Area Public Schools contracted out a few regular custodial workers in addition to

substitutes last year.

+ Hale Area Schools outsourced a few regular bus drivers and a few regular food workers last

year.

+ Hancock Public Schools reported bringing their custodial worker back in house last year,

but the employee was still contracting with them.

+ Houghton-Portage Township Schools clarified that they had a few regular contracted food

service workers in addition to substitutes.

Mackinac Center for Public Policy
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Appendix B: Map of Survey Findings by School District
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custodial or transportation services

Districts that do not contract out for food,
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Mackinac Center for Public Policy



ADDITIONAL RESEARCH

Reports and Studies

Michigan School Privatization Survey 2016
$10.00 h mackinac.org/S2016-04

Michigan School Privatization Survey 2015
$10.00 h mackinac.org/S2015-06

Michigan School Privatization Survey 2014
$10.00 h mackinac.org/S2014-05

Michigan School Privatization Survey 2013
$10.00 h mackinac.org/S2014-01

Michigan School Privatization Survey 2012
$10.00 h mackinac.org/S2013-01

Michigan School Privatization Survey 2011
$10.00 h mackinac.org/S2011-06

Michigan School Privatization Survey 2010
$10.00 h mackinac.org/S2010-06

Michigan School Privatization Survey 2009
$10.00 h mackinac.org/S2009-10

Michigan School Privatization Survey 2008
$10.00 h mackinac.org/S2008-13

Michigan School Privatization Survey 2007
$10.00 h mackinac.org/S2007-10

Survey 2006: School Outsourcing Continues to Grow
$10.00 h mackinac.org/8130

Survey 2005: School Outsourcing Grows
$10.00 h mackinac.org/7395

Privatization Survey Shows Outsourcing is a Popular Management Tool
$10.00 h mackinac.org/6913

Survey Says: Privatization Works in Michigan Schools
$10.00 h mackinac.org/3721

Other Analysis

k MichiganVotes.org, a free public service of the Mackinac Center for Public Policy, is a continuously updated Web
database in objective, concise, plain-English descriptions of every bill and amendment in the Michigan Legislature.
Complete voting records are instantly accessible for every legislator on every bill and amendment. Users may
search the database by bill number, legislator, keyword or any of nearly 100 policy areas.

k MichiganCapitolConfidential.com spotlights the votes and proposals of the Michigan Legislature. It contains
areview and analysis of important state and local public policy issues that do not always receive attention from
the general media. This site makes it easier to keep tabs on local government and your elected representatives in
Lansing. It is updated daily with current events from around the state.

These and other publications are available at no charge via the Internet. To order copies of Mackinac Center studies
by telephone, please call the Mackinac Center at 989-631-0900. You may also order print copies via the Internet.
For your convenience, the Center accepts Visa, MasterCard and Discover/NOVUS.



‘-
MACKINAC $ CENTER

F O R PUBLTIC P O

BOARD
OF DIRECTORS

Hon. Clifford W. Taylor, Chairman
Retired Chief Justice,
Michigan Supreme Court

Joseph G. Lehman, President
Mackinac Center for Public Policy

Jim Barrett
Retired President & CEQO,
Michigan Chamber of Commerce

Dulce M. Fuller
Owner, Woodward and Maple

Daniel J. Graf
Chief Investment Officer
Amerisure Mutual Holdings, Inc.

Richard G. Haworth
Chairman Emeritus,
Haworth, Inc.

Kent B. Herrick
President and CEO, Thermogy

J.C. Huizenga
President, Westwater Group

Edward C. Levy Jr.
President, Edw. C. Levy Co.

Rodney M. Lockwood Jr.
President, Lockwood
Construction Company, Inc.

Joseph P. Maguire
President, Wolverine
Development Corporation

Richard D. McLellan
Attorney, McLellan Law Offices

D. Joseph Olson
Retired Senior Vice President
and General Counsel,
Amerisure Companies

[OI ¢

BOARD OF SCHOLARS

Dr. Donald Alexander
Western Michigan University

Dr. Thomas Bertonneau
SUNY-Oswego

Dr. Brad Birzer
Hillsdale College

Dr. Peter Boettke
George Mason University

Dr. Theodore Bolema
The Free State Foundation

Dr. Michael Clark
Hillsdale College

Dr. Dan Crane
University of Michigan Law School

Dr. Chris Douglas

University of Michigan-Flint
Dr. Jefferson Edgens

East Georgia College-Statesboro

Dr. Ross Emmett
Michigan State University
Dr. Hugo Eyzaguirre
Northern Michigan University

Dr. Tawni Ferrarini
Northern Michigan University

Dr. David Felbeck
University of Michigan (ret.)

Dr. Burton Folsom
Hillsdale College

John Grether
Northwood University

Dr. Michael Heberling
Baker College

Dr. David Hebert
Agquinas College

Dr. Michael Hicks
Ball State University

Dr. Ormand Hook
Mecosta-Osceola ISD

Robert Hunter
Mackinac Center for Public Policy

Prof. Harry Hutchison
George Mason University School of Law

Dr. David Janda
Institute for Preventative Sports Medicine

Annette Kirk
Russell Kirk Center

David Littmann
Mackinac Center for Public Policy

Dr. Dale Matcheck
Northwood University

Charles Meiser
Lake Superior State University (ret.)

Dr. Glenn Moots
Northwood University

Dr. George Nastas III
Marketing Consultants

Dr. Todd Nesbit
Ohio State University

Dr. John Pafford
Northwood University (ret.)

Dr. Mark Perry
University of Michigan-Flint
Lawrence W. Reed

Foundation for
Economic Education

Gregory Rehmke
Economic Thinking

Dr. Steve Safranek

Wiss, Janney, Elstner Associates, Inc.

Dr. Howard Schwartz
Oakland University

Dr. Martha Seger
Federal Reserve Board (ret.)

James Sheehan
SunTrust Robinson Humphrey

Rev. Robert Sirico
Acton Institute

Dr. Bradley Smith
Capital University Law School

Dr. Jason Taylor
Central Michigan University

Dr. John Taylor
Wayne State University

Dr. Richard K. Vedder
Ohio University

Prof. Harry Veryser Jr.
University of Detroit Mercy

John Walter Jr.
Dow Corning Corporation (ret.)

Mike Winther
Institute for Principle Studies

Dr. Gary Wolfram
Hillsdale College



About the Authors

JAMES M. HOHMAN

is director of fiscal policy at the
Mackinac Center for Public Policy.

He holds a degree in economics from
Northwood University in Midland, Mich.

“
MACKINAC f CENTER

F O R P UBLTIC POLICY

Michigan\ﬂ)tes.org CAPCON Zsas

VIEWPOINT M.e.d. macking

michigan education digest

C
da

© 2017 by the Mackinac Center for Public Policy, Midland, Michigan
ISBN: 978-1-942502-16-6  S2017-05

140 West Main Street P.O. Box 568 Midland, Michigan 48640
989-631-0900 Fax 989-631-0964 Mackinac.org mcpp@mackinac.org

,\4

JANELLE CAMMENGA
is a 2017 research intern with the
Mackinac Center for Public Policy.



	Blank Page
	Blank Page

