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Business Leaders for Michigan

Who We Are

ADedi cated to making Michigan a fATo
economic and personal income growth

AThe stateb6s business roundtable: c
chairpersons, chief executives or most senior executives of the
statedbs |l argest jJjob providers and

ADrivingnearlyone-quarter of the stateds ecoa
320,000 direct jobs in Michigan, generate over $1 trillion in
annual revenue, and serve over 135,000 students.

Website: BusinessLeadersforMichigan.com
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Introduction

Business Leaders for Michigan first issued the Michigan Turnaround Plan in 2009 as a
fact-based, holistic strategy to make Michigan a ifop Tenostate for job and economic
growth. While Michigan still faces many competitive challenges, significant progress
has been made toward accomplishing the Plané sbjectives with strong support from
the Governor and state legislature.

This is an updated and expanded version of the Michigan Turnaround Plan that reflects
what has been accomplished and is still left to do. The first three steps focus on
providing a strong foundation for long-term growth by ffixingthe b a s | such asHo
adopting strong fiscal and tax policies. Step 4 identifies two economic priorities for state
investment. Step 5 identifies the importance of growing the economies of Michigan®
major cities and metro regions. Step 6 builds on the foundation set in steps 1-5 by
providing a framework for growing the New Michigan by leveraging key assets to
accelerate economic growth.

Michigand great challenge is accelerating job and economic growth to meet, and
ultimately surpass, U.S. and global competitors. The state gradually lost its competitive
position over nearly fifty years and it will take a sustained effort and sense of urgency to
achieve such ambitious goals. But BLM believes the strategies outlined in this Plan will
do just that T turn Michigan around.
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Executive Summary

PAST Prosperous State

Per capita personal income 14% above the national average in the 1950s1

RECENT TRENDS  Relative Decline

Economic decline began in 1960s and accelerated rapidly beginning in 2000 as Michigan fell from
above average to below average

ROOT CAUSE Uncompetitive
Michigan ranks average to below average on many factors that drive job creation?

TODAY Turnaround Underway
Reforms are helping to improve economy, but complete turnaround will take years - per capita income
13% below national average?!

FUTURE Michigan Turnaround Plan

A holistic plan that builds on Michigands strengt
economic and personal income growth

l I KliTESILﬁDéRK?E mICh igan turnarcound p|an 1. US Bureau of Economic Analysis, 2. BLM 2011 Benchmarking Report 5



The Case for Change:
MI Lost 1M Jobs 20040

50% of U.S.

Job Losses: |

A Michigan lost 1M of
the 2M jobs lost in the

nation from 2000
through 2010.

A This far surpassed the
job losses experienced|
by any other state
during this period.

When the nation lost2 million jobs ... Michiganalonelost 1 million jobs.

lll MICHIGAN Michiganturnaroundplan SOURCE'BLS



The Case for Change:
Job Losses Across All Sectors

No One Sector MI Job Sector Growth vs. Nation
Was Cause:

A Michigan under -performed
the nation in 86% of the
22 U.S. job categories
from 2004-20009.

A The auto sectoronly
impacted~20% job losses.

< Ml >U.S.

A Michigan sectors that
out-performed the U.S.
average were: Community
and Social Services, PersonT

MU.S. > Ml

Care and Services, and
Agriculture.

||| MICHIGAN  Mich iganturnaroundplan SOURCE: SOC Job Category Data 2004-2009, BLS




The Impact on Michigan:
Weaker Economy

Economy Grew
2% Lessthan the
Top Ten:

A -EAEECAT 80
Gross Domestic Product
(GDP) grew 2% less
than the average Top
Ten state over the past
decade and less than
nearly all peer states .

A Thisis the primary
factor behind stagnant
wages and job losses.
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Compounded Annual Growth Rate (2001-2010)

QQ

Peer States

ATop Tenodo states for job and ec3IDNTXNVAWAGWYo wt h: KS,
SOURCE:Bur eau of Economic Analysi5'8 Mo o d )
U.S. Census Bureau; McKinsey analysis



The Impact on Michigan:

Lower Bond Rating

Higher
Costs.

Borrowing

A Michigan spent more than

it raised in revenues, went
deeper into debt and drew
down all its financial
reserves in the2000s
resulting in a low bond
rating.

This increases the cost of
borrowing for all
governments in Michigan
and is a symbol of the

O O A Gskab Health.
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The Impact on Michigan:
Poorer Residents

Poorer Relative Difference in M| Per Capita Income Growth
to U.S.: Compared to the Nation
1950-1960 1960-1970 1970-1980 1980-1990 1990-2000 2000-2010
< s . 2.0%
A Michigan® per capita 0.4%
income had been close to 0.0% —
the national average for .
nearly 40 years until ~2.0%
declining dramatically in 0% |3 30% -1.9%
the last decade. '
-6.0%
A Michigan & per capita 8.0%
income has fallen to -7.8%
39th due to falling GDP -10.0% .
over the past decade. -9.9%
-12.0%
-14.0%
-13.8%
-16.0%

IIl ﬁlrésﬁ[ﬁikj{ﬁ michiganturna re undp'an SOURCE: U.S. Bureau of Economic Analysis 10



The Impact on Michigan:
Smaller State

POPULATION CHANGE BY STATE: 2000-2010

Declining ESi ] 15-25% | 2%+ |
Population:

A Michigan is the only
state to lose
population in the last
decade (0.6% decline).

A This has resulted in
Michigan becoming less|
attractive to business
due to a declining share
of the consumer
market. @

mEEODO0OE
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The Impact on Michigan:
Losing Talent

Lack of Jobs Has
Forced Talent
to Leave:

A Michigan® high
unemployment rate
and economic decline
across sectors has
caused talent to
migrate out-of-state to
where most of the jobs
are? the Sun Belt
states

Inward Outward

Y 200+ —
- 50
« 10

Ill ﬁlrégﬁ[?n&kxﬁ m|Ch igantu rnarou ndp|an SOURCE: Forbes based on U.S. Census data (2008) 12




The Impact on Michigan:
Past TenYearsPerformance

Weak Ten Year “Top Ten" States for Job and Economic Growth (2001-2010)
Economic PerCapita =~ ...
Track -Record: PerCapitaGDP  Personal Employment | Avg. |
< _ State Growth  IncomeLevel Growth  !'Rank!
A Michigan & combined 1 North Dakota 1 12 11 L 8 |
ranking on per capita ) l x
GDP growth, per 2 Wyoming 2 1 : 10
capita personal 3 Virginia 10 3 18 : 10 :
income level and 4 South Dakota 3 15 17 v 12
employment growth is 5 Maryland 7 20 16 : 14 :
last among states over 6 Toxas 23 7 4 Al
the past ten years. 7 Nebraska 11 5 30 115 |
A Thishas placed 8 Washington 23 11 14 , 16 !
Michigan far behind its 9 Montana 4 39 7 : 17 :
U.S. and global 10 Kansas 13 9 36 v 19
economic competitors 50 Michigan 49 Ly, 50 :- .44_:

II| Kl.ilrésllﬁnékxﬁ michiganturnarf undp'an SOURCE: 2011 BLM Benchmarking Report 13



Mi ¢ hi1 Gampetigve Position:
Seeking the Right Balance

The Cost/Value
Equation:

A No one factor determines
where economic growth
occurs. Taxes, talent
availability and quality of
life factors all matter.

A Economicgrowth occurs
in places that offer the
most value relevant to the
needs of specific types of
businesses at costs
commensurate with the
value offered.
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COST > VALUE
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Michigan® Competitive Position:
Cost/ Value Proposition Improving

Positives on Rise;
Negatives Still

High:

A Michigan® OAT OOF OAI1 C Talent Production Costs
scorecard is getting Technical Talent Regulatory
better, but still EO1 6 O Base Climate
strong enough to Innovation Education
dramatically accelerate Environment Attainment
growth. Geographic Infrastructure

Location Urban Vitality

A Simply put, we need to
increase the positive
attributes and lessen the
negative drawbacks

Ill ﬁlréslil[ﬁf?xﬁ? michiganlu rna rc}undplan SOURCES: 2011 BLM Benchmarking Report 15
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Michigan® Competitive Position:
Strong Talent Production

- Bachelor’s, Master’s & Doctor’s Degrees Conferred
Per 10,000 of Population
Com petltlve. 2000
Supply of Highly State 2004-09 Avg. 2008 2009 Rank'
Educated
Graduates: 154 155 133 2
) 17
A Future workplace 15
demands will require 19
increasing the number 26
of educatedworkers. 20
i 27
A Current levels of 34
college grqduates 34
make I\/_Ilf:hlga_n 37
competitive with 41
most states. 43
1 States with the same score received the same rank
2 ATop Teno states for job and eSDOTXWVAIWA WYr owt h: KS,
BUSINESS LEADNERS FOR . . SOURCE: U.S. Department of Education, National Center for Education Statistics,
IIl MICHIGAN Mmichiganturnaroundplan Integrated Postsecondary Education Data System (PEDS); 16
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MIi chi ganos Compet
Strong Technical Talent Base

Highly Competitive
Supply of Technical
Talent:

Engineers per Capita
(2008)

Science &
Engineering Degrees
(2005)

A Michigan® manufacturing
and life sciences heritage
has resulted in one of the
highest concentrations of
technical talent, both
with advanced degrees
and technical certificates,
in the nation.

\ ™~
Science &

Engineering: Share
Workforce (2008)

Total Science &
Engineering
Employment (2008)

BUSIMESS LEADERS FOR . .
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Michigan® Competitive Position:

Strong Innovator

Innovation
Outcomes Rank
Favorably:

A Michigan® university
and industry-based
innovation outcomes
rank favorable against
top tier U.S.
competitor regions
and is a driver of
long-term growth.

Michigan

N. California
S. California

Illinois

Massachusetts
North Carolina

Pennsylvania

BUSIMESS LEADERS FOR . .
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Rank Among Major Regional Clusters

University | Industry- Industry | Start-Up Patent
$R&D Funded $R&D Companies Grants
(2009) University (2007)" Cultivated (2005-9)
$R&D (2005-9)
(2009)
4 6 4 S 3
1 2 1(CA) 3 1
2 3 1(CA) 2 4
6 7 5 6 5
7 4 3 1 2
3 1 7 7 7
5 5 6 4 6

SOURCE: 2010 URC Economic Impact Report, 18
* State Science & Technology Institute



Michigan® Competitive Position:
Geographic Location

Location
Advantages:

Michigan has three unique
geographic advantages that
could be leveraged to
increase exports and
attract foreign direct
investment:

A One of largest U.S. air
hubs to Asia

A Center link of NAFTA
highway

A Closest entry to
Midwest from Halifax
port

l'lﬁ'f&ﬁnﬂﬁ michiganturnarcundplan 19




Michigan® Competitive Position:
Higher Business Costs

Total Business
CostsGreater than

Cost of Doing Business'
Index, US average =100

SOURCE: North American Business Cost Review; Moody's Economy.com

2008
National Avera e State 2001-2008 Avg. 2007 2008 Rank?
ge. "Top Ten" 3 93 92 _ 03
A Companiespayon | w____ 104 02 -
average 3% more in NC 85 f 84 Z
total business costs in P N 31 90 90 9
Michigan than the U.S. IN =51 69 N
average. e VA 95 94 97 25
AL 06 93 95 18
E GA 96 96 99 30
A Costscan be as much as X 97 03 03 27
19% abovethe 041 B |4 A1 6
4 R OH 99 96 98 27
statets ?tn peers v;/e L 101 99 102 36
mos °t ]?“ PObmF(’; e S co 102 100 102 36
%%z'gtsm e?:tjo S CA 114 17 10 43
' MA 118 119 122 49
1 Consists of 75% labor costs, 15% energy, 10% state/local taxes
2 States with the same score received the same rank
BUSIMESS LEADERS FOR i ) 3 ATop Teno states for job
MICHIGAN Mmichiganturnaroundplan KS, MD, MT, NE, ND, SD, TX, VA, WA, WY 20



Michigan® Competitive Position:
Business Taxes Higher Than Competitors

Tax Climate Peer States’ Tax EnvironmentRankings
T T |
Improving, b‘{t Worse : Business Taxes i Individual Taxes
than Competltors ) :Corporate Unemployment Property: Sales Personal
A New corporate income State : Tax Insurance Tax  Tax' : Tax  Income Tax
tax expected to improve AL : 24 10 9 40 18
Michigan to 229 best CA 33 14 16 : 49 48
GA | 8 22 38 1 23 30
|
A Property taxes still high Illl:l : g: j; ?f : gg 191
due to personal property | :
tax z a tax not assessed by 'ﬂg : gg 1,9 ;g I ij ;g
most states Michigan ! :
competeswith. TH : ?? ;15 gg ! i? 484
|
, | X N\, 46 15 29 137 7
A Ultax increaseto repay VA | 2q 25 | 8 17
federal debt. M2, | 48 45 32 1 9 12
1. Includes both real and personal property tax in Michigan
SIS LEADLS 1O ) ) 2: Rankings do not reflect recent changes to Michigan U.nemplpyment Irlsurance
Illm.c. iGAN michiganturnaroundplan  ceiemenser chanses mage Lo M 2L



Michigan® Competitive Position:
Complex Regulatory Climate

Michigan
Regulatory Climate
Ranked #43:

A Regulatory requirements
in Michigan are often
greater than those of
other states and the
compliance process can
be more difficult due to
the multiplicity of
jurisdictions and ease of
doing business.

Illﬁ'iﬁﬁi”&“ﬂﬁi michiganturnaroundplan SOURCE: Pacific Research 97




Michigan® Competitive Position:
Less Educated Workforce

% Adults 25-64 w/BA or Higher Degree

Education
Attainment Less
than Top Ten
States:

A Michiganis competitive
in the amount of talent
it produces, ranking
21stin number of total
college degrees
conferred per capitabut

D 193t 25.7

only ranks 31stin the [ 25510286
percent of population B 28710332
over age 25 with a [ ESETCRE

A A A E Adedre® 6r O
above.

Illﬁ'fﬁsﬁT&“ﬂﬁ? michiganturnarcundplan SOURCE: NCHEMS 23



Michigan® Competitive Position:
Poor Infrastructure

Infrastructure
Impedes Global
Competitiveness:

A The quality and capacity of
Michigan® physical
infrastructure limits the
state® ability to leverage a
strong geographic location
to increase exports and
expand foreign direct
investment in a global
economy.

BUSIMESS LEADERS FOR . "
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STRENGTHS WEAKNESSES

E

#50 Water Port |

. Tonnage? ."‘
x

#38 Air Cargo |

-_-_-——____ \J Tonnage3 |‘I
\ ] |

R |
Interstate .‘
v Conditions |

#13 Air Passen erl
rli
Volume1 - .‘

1. BTS, 2. aapa-ports.org, 3. FAA.com, 4. NTIA,
5. Reason Foundation (Comb. Rural/urban), 6. Detroit Regional Chamber

24



Michigan® Competitive Position:
Less Attractive Urban Centers

— — MICHIGAN: SOURCE
Rank Low On

Urban Vitality: Best Cities for Singles 34: Detroit Forbes
] Best Places for Business 97: Grand Rapids Forbes
A Michigan cities & Careers 195: Detroit
generally rank low on
most best cities to Ame r i dop 6&Best 0 L
work, live or grow a Cities
business lists. Cities Ranked & Rated 5: Ann Arbor Sperling
A Low rankings reflect a o _ .
combination of fact and Wo r | MdastLivable 64.  Detroit T
perception-based Cities
iss,ueNS 'Eha}t de'grqct_frqm Best Cities for Families 4: Ann Arbor PETETHITE
- EAEEiIQ3ge 60 O 95:  Grand Rapids
101: Detroit

Ill MICHIGAN Michiganturnaroundplan 25



Michigan® Competitive Position:
Global Competition Escalating

Michigan
Competesin a
Global Economy :

A The fastest economic
growth is expected to
continue to occur in
emerging global
markets.

A - EAEE®Ditytd O
accelerate economic
growth is tied to the
OOAOABO AAEI EOU
compete in the global AMERICA
economy.

GDP: 2000-2010

GDP: 2010-2020 (Projected)

BUSIMESS LEADNERS FOR - -
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Progress:
Lower Unemployment

Michigan Has 2"
Best Recovery of
Any State:

A -EAEECAT G0
unemployment rate
dropped more than
any other state,
except Nevada, over
the past year.

A This improvement was
nearly three times
faster than the
national recovery.

BUSIMESS LEADERS FOR . .
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Seasonally Adjusted Unemployment
Rate

16

14

12

10

(o]

14.1

2007 2008 2009 2010 2011

=) .S. e==Michigan

SOURCE: BLS Seasonally Adjusted November Unemployment Rate 27



Progress:
Higher Gross Domestic Product (GSP)

2010 z Above Average % Per Capita Gross Domestic Product (GDP) Growth
Increase in GDP:
2009-10
) o _ State 2001-10CA 09-10 Rank
A Michigan GDP increased at a "Top Ten" 174 3 68
faster rate than most peer M -0.24 2 96 29
states and nearly as fastas | VA """""" 158 T 425? """
Top Ten states in 2010. ) '
AL 1.34 3.02 18
i P CA 1.30 2.68 27
A Theincrease put Michigan MA 1.04 2 219 39
above the national average forf E ™ 0.88 5 28 38
QDPdgrov(\j/th for the first time £ IL 0.77 2 45 30
In a decade. X 0.77 255 28
) R IN 272 26
A Theincrease was largely due OH 3.06 20
to economic recovery in the S o 244 34
automotive and NC 2 44 32
manufacturing sectors. GA -0.73 26 49

BUSIMESS LEADERS FOR
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SOURCE: 2011 BLM Benchmarking Report
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Progress:
Higher Per Capita Income

2010 - 7th Best
Increase in Income:

A Michigan® per capita
personal income increased
by nearly 4% in 2010
which increased the stat® ©
ranking from 39t to 38,

A The increase was nearly
one and a half times the
national average.

Percentage Point Difference

-10
-12
-14

-16

BUSIMESS LEADERS FOR . "
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Difference in Ml Per Capita Income Growth
Compared to the Nation

1960-70 1970-80 1980-90  1990-2000 2000-09 2009-10

3.5

B

-1.9

-7.8

-14.1

SOURCE: U.S. Bureau of Economic Analysis 29



2012 MTP Overview:
The Goal

MMfop Teno State for Job &
Higher Personal Income for Michigan Residents

&
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2012 MTP Overview:
Characteristics of Top Ten States

DISTINCTIVE COHESIVE
Regions
collaborate well to
minimize divisions
and facilitate
progress
Forward-looking Well-run, fiscally
culture that stable, cost-
embraces competitive
entrepreneurism locations that are
INNOVATIVE and innovation welcoming to COMPET|T|VE
business

l'lﬁ'i‘fﬁﬁi”&“ﬁf?ﬁ michiganturnaroundplan 31




