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Southwest Michigan Library Cooperative







Budget and Finance Committee

Minutes Feb. 20, 2007

Present:

Judy Smith, Erik Nieman, Nancy Studebaker, Evelyn Holzwarth, Mary Kynast, Gail Powers-Schaub, Dina Reilly

The committee reviewed current events at the state level regarding budgets, and events at other cooperatives.

State 

The governor’s executive order was rejected by the Senate Appropriations Committee.  That order left state aid for libraries as is for the rest of this year.  With the rejection of the EO, everything is back on the table. As the state seeks to remedy an approximately $850,000 shortfall this year, State Aid may see a cut of an unknowable amount.  

For the longer term – the governor’s EO recommending a 50% cut in state aid for next year (2008), was defeated as well.  It is certain that state aid will be cut, again the amount is unknowable.  For the following year, 2009, the state needs to make up for the $3 billion shortfall due to the elimination of the single business tax.  The future of state aid looks grim at best.

Cooperatives

With the pending retirement of its Director Ann Holt, Capital Library Cooperative just voted to “merge” with Woodlands.  While the current law does not provide for cooperative mergers or dissolutions, Capital and Woodlands have figured out a work around.  

Northland Library Cooperative’s Director just announced that she is leaving her coop after having worked there only two years.  It is unlikely that Northland will be able to replace her in this climate, and they are beginning to examine alternatives.

The Library Network was rejected by the Suburban Library cooperative for merging – SLC members did not want to absorb its debt.  TLN is planning to spin off its shared library system as its own 501© (3) and to make it self-supporting.  It is unlikely that TLN will be able to attract a director in these circumstances, so that board is looking at alternatives.

All cooperatives are in danger with ever-decreasing state aid, some more than others.  The larger cooperatives with big fund balances and better funding models, shared automation systems, etc., may only be in a little trouble now, but the ripple effect will soon be felt.  Cooperatives are spending a lot of time explaining what we do and why we do it, especially to our own members who seem to be largely unaware of all that cooperatives provide, but truthfully, do we need coops to do these things?  This may be an instance where something has to be gone to see how it will be missed.

The Library environment now is different than it was30 years ago when PL 89 was written.  That law is scheduled for a 30 year review.  The sense is that this governor, on her way out, will want to leave a legacy of updated legislation. It is a distinct possibility that the law could be rewritten without coops at all, to put all the money in the hands of the libraries and eliminate the middle man.  Each coop spends between $150,000 and $250,000 (or more) on administration – this is not efficient.  The Governor is actively seeking to change this model in other areas.  The state will need money to fund MeLCat on its own, decreasing the amount of state aid that goes into duplicated efforts for cooperative administration might be a way to get this money.  

Choices

After much wide-ranging discussion on both short and long term solutions, three choices seem to lie before SMLC.  

· Increase the amount of State Aid returned to the cooperative to 100%. (a short –term solution)

· Plan for merging with another cooperative.  (Plan to ensure that there will be tangible benefits for the SMLC members)

· Cease membership in a cooperative.

The Committee agreed to recommend the following to the board:

1. In this environment it would be unwise to make any contractual commitments further out than 1 year.  

2. The cooperative should begin to scale back its operations and try to get out from under some of its contractual debt.

3. The proper group to examine this in detail and bring action items will be the Futures Task Force.

