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Appropriations for public library systems are set biennially by the Wisconsin legislature under s.20.255(3)(e).  In submitting information for purposes of the biennial budget bill, the Department of Public Instruction is required to submit a biennial request equal to 13% of the total annual operating expenditures for public library services from local and county sources in the years pervious to aids payment (s. 43.24(6)).  The legislative appropriation for systems can be set at any level and that level can be modified by the legislature any time prior to payment.
State funds appropriated for public library systems are distributed to systems in accordance with the statutory formula under s.43.24(1).  For the current biennium the statutory formula calls for equal percentage increases or decreases to the previous year’s payment to each system.  The actual percent change is calculated on the basis of the increase or decrease in total state aid to be paid compared to the previous year’s total aid.  For 2002 system aid, the 2002 appropriation was equal to the 2001 appropriation and resulted in individual systems receiving the same amount in 2002 as they received in 2001.  If the 2003 appropriation is reduced by 3.75%, the amount received by each individual public library system would be 3.75% less than the 2002 payment to the system.

Should any changes occur in system territory, aids amounts would be adjusted in accordance with DPI administrative rule PI 6.07.  The adjustment is made on the basis of the relative share of the aid generated by the changing territory in 1999.  For example, if a county that generated 10% of a system’s aid in 1999 withdrew from that system and joined another in 2003, 10% of the first system’s 2003 aid payment would be subtracted and that amount would be added to the second system’s payment.  This method of system aid adjustment for territory changes will cease when the statutory distribution formula changes.
Beginning in the year that the public library system aid appropriation equals at least 11.25% of the total operating expenses for public library services from local and county sources in the previous year, the funding formula would change.  The new formula would distribute aid to systems according to each system territorial share of state population, area, and state shared revenue payments.  The amount of aid to be paid for each formula component would be calculated as follows; 85% of all aid would be paid out for the population component, 7.5% would be paid out for the area component, and 7.5% would be paid out for the shared revenue component.  For example, 85% of the annual system appropriation would be paid out for the system population share.  If a system had 10% of the state’s population, it would receive 10% of this population component amount.  In a similar fashion system shares for area and state shared revenue payments would be calculated.  The sum of all the formula component shares for each system would be the total annual payment to the system.
Discussion Points
1. Statutorily, the expectation that state funding of systems will be tied to local and county public library service expenditures is reflected in the required DPI budget request of an amount equal to a 13% state match of expenditures from local and county sources.  (This is referred to as the 13% index level of funding.)  Over the last 10 years public library expenditures from local and county sources have increase by an average of more than 5% annually.  State aid to systems has increased by less than 3% annually.  As a result the state aid index level will drop from 12.1% in 1992 to below 9% by the end of the current biennium. 
2. Good public library service for all state residents is a matter of primary statewide concern. The public library system aid program is the only state aid program targeted specifically for improving public library services in Wisconsin.  The public library system aid program is intended to promote statewide access to good public library service and the sharing of resources among libraries.  This program was designed as a supplementary program with the expectation that basic public library service will be funded at the local or county level.   
3. Biennial budget requests are stated as increases to base.  The base is the amount of the previous biennium’s second year funding level.  If the 2003 public library system aid appropriation is reduced by 3.75 %, total state aid will amount to $14,196,600.  The amount required to achieve the 13% index would be $7,174,600 or an increase of 51% over base.  In light of the dire situation of the state budget, it will be difficult to achieve this level of increase in public library system aid in the short term.
4. The 13% index target for state funding for public library service is based on the best judgment of the public library community and the legislature at the time the target was first established.  It is not linked to specific service requirements for public library systems.  Even if fully funded at the 13% index level, system funding would be insufficient to adequately address the goal of providing all Wisconsin residents with convenient access to good public library service.  
5. Since 1999, state aid distributed to individual public library systems distribution has been based on the overall increase in state aid to public library systems and the amount paid to the public library system in the previous year.  If overall public library system aid increases by 5%, then aid to the individual system would increase by 5%.   The base amount for individual public library systems is based on historic formula factors and there is currently no underlying policy basis for this amount.  Should the new statutory formula be triggered in the next biennium by an 11.25% funding index, the distribution formula would include a state shared revenue component.  The state shared revenue program is currently being reviewed by the legislature.  At this time it is not possible to predict the impact a change in that program would have on individual systems.
6. For the first two decades of public library systems operations they relied primarily on state aid for revenue.  In 2002, less than 50% of systems operating budgets were from state sources.  A portion of this amount of non-state funding is passed through funding from counties.  However, systems have increasingly charged for services to member libraries above a basic level.  Shared automation systems have been a significant factor contributing to the increase in non-state revenue for public library systems.  Public library systems that have a large portion of under-funded public library members are less able to charge for services.
Alternatives
1. Maintain the status quo.

2. Establish a DPI task force to review the current and triggered state aid distribution formulas.
3. Continue to use the 13% index level as an overall target for Wisconsin’s public library state aid program, but request increases in the amount of state aid for specific purposes such as statewide delivery services, cross-over borrowing, public library improvement grants, or shared automation.
4. Disregard or eliminate the 13% index level and request additional state aid funding based on clearly defined needs of public library systems and public libraries identified on an annual basis.
5. Define services and service levels for public library systems and base state funding on these definitions.

6. Adjust the distribution of public library system aid to reward the development of multi-system cooperation or merger.
7. Adjust the distribution of public library system aid by allocating funding “off the top” to fund services that can be more effectively provided at the state level.

8. Establish a DPI task force or Legislative Council study committee to explore the best way to fund good public library service for all state residents over the long term including the possibility of a direct state aid program for public libraries.
Task Force Recommendations:

1. That the current statutory language requiring the DPI to submit a budget request for public library system funding equal to 13% of statewide local library expenditures be replaced with language to the following effect.  

· The DPI shall submit a request for funding totaling not less than the 13% index level for library funding, with the total amount determined by the DPI in consultation with public library systems and member public libraries.

· The budget should include funding necessary to maintain and improve system services and to fund such centralized statewide programs as determined by the DPI in consultation with public library systems and member public libraries.

· Each system shall be required to provide a plan indicating how its share of the state aids requested shall be spent to improve local library services.

· The centralized programs shall have priority if actual funding above current levels does not equal the amount requested.

2. That the DPI establish a task force to review the current and "triggered" state aid distribution formulas.  
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