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ABOUT THIS GUIDE

The purpose of this booklet is to present citizens, community leaders, and

current and future state elected officials with a balanced and accessible picture of
Michigan’s public education system, including pre-K, K-12, community colleges, and
universities.

This comes just after the significant “Race to the Top” education reforms were passed
by the Michigan legislature at the end of 2009 and just before campaign season heats
up for the statewide 2010 elections, during which every statewide elected office and
every seat in the legislature will be up for grabs. So, with those recent reforms and
upcoming election in mind, today’s town hall meeting will focus on three big-picture
guestions:

e Performance: What is the return for Michigan’s investments in pre-K, K-12, and
higher education?

e Funding & Affordability: How much should Michigan invest in pre-K, K-12,
and higher education programs? What more can be done to assure affordable
access to all levels of education?

e lInnovation: What additional innovative steps can Michigan take to best
prepare students to participate in Michigan’s transforming economy?

For each of the three primary components of Michigan’'s education system -- pre-K, K-
12, and higher education — this guide provides basic information on the structure of the
system, who is using it, how it's paid for, how it's working, and estimates on its
economic impacts.

This guide was researched by Armen Hratchian and edited by John Bebow and Peter
Pratt.

Mr. Hratchian recently joined Public Sector Consultants as a senior consultant in the
education division. Previously, he held posts at Standard and Poor’'s and NYU in New
York City. Armen holds an MPA from Syracuse University, and a BA from Saginaw Valley
State University.

Mr. Bebow is executive director of the nonprofit, nonpartisan Center for

Michigan. Before joining the Center in 2006, he worked for 16 years as an
investigative reporter and editor at the Chicago Tribune, Detroit News, Detroit Free
Press, MLive.com, and other Michigan newspapers. He holds a MBA with distinction
from the University of Michigan.



Mr. Pratt is senior vice president for health and human services at Public Sector
Consultants, where he has worked since 1986. He holds a BA, MA, and PhD in English
from the University of Michigan.

TODAY’S AGENDA
8:00 — Registration, Coffee & Donuts
8:20 — Opening Remarks by Phil Power, President, Center for Michigan

8:30 — Pre-K Education in Michigan: Can Michigan afford to expand its offerings of
high-quality pre-school education? Early childhood advocates turn this question on its
head... Can we afford not to?

9:15 — K-12 Education in Michigan: How will students and parents feel the impacts
of the recent “Race to the Top” reforms? Are other innovations needed to assure
Michigan students are globally competitive in the years to come? If so, how must
funding priorities change to pay for such innovation?

10:45 — Higher Education in Michigan: More students are going to college in
Michigan and earning degrees even as state appropriations and state-funded financial
aid dwindle. How will Michigan’s long-reputable higher education system remain
competitive when there is nothing but tighter budgets on the horizon? How will
campuses assure affordable access to quality degrees that result in clear job
opportunities?

11:45 — Working Lunch: In conclusion, what questions will you ask those
campaigning for governor and the legislature when they ask for support later this year?

PANELISTS
Throughout the morning, a panel of diverse Michigan education leaders will cover the
topics listed above and respond to audience questions. They are:

Mike Flanagan: Michigan Superintendent of Schools

David Hecker: President, American Federation of Teachers-Michigan

Christine Johns: Utica Superintendent of Schools

Jack Kresnak: President & CEO, Michigan’s Children

Tim Melton, State Representative, Michigan House of Representatives

Nikki Searle: Student government leader, Grand Valley State University

Judy Samelson: CEO, Early Childhood Investment Corporation

Marilyn Schlack: President, Kalamazoo Valley Community College

Lou Anna K. Simon: President, Michigan State University

Cynthia Wilbanks: Vice President for Government Relations, University of Michigan



DISCUSSION 1: Pre-K Education in Michigan

What is Pre-K Education? At a Glance

Pre-K provides 3- and 4-year-olds a space to

develop social, physical, emotional, and cognitive e 23,000 (18%) of Michigan’s 4-
skills. Pre-K is generally a publicly administered year-olds were enrolled in state
and funded system, and is differentiated from pre- funded pre-K in 2008.

school or day care programs in that it meets
certain quality standards. For example, in
Michigan, teachers in pre-K programs are required
to have some level of early childhood education

e Michigan ranked 16" in 2008 per-
pupil spending ($4,320) on pre-K.

e Michigan meets 8 of 10 high-

certification. quality standards for pre-K

] o o programs, according to the
Two major pre-K programs exist in Michigan: Head National Institute for Early
Start and Michigan’s Great Start Readiness Education Research. 12 states
Program. exceed Michigan’s quality rating.

Head Start is a comprehensive, federally

funded and administered program that primarily provides a four-day per week
pre-K experience during the school year (32 weeks) for children ages 3 or 4 in
center-based programs. As of 2006, the majority of Head Start participants in
Michigan were 4-year olds (23,000) with an additional 14,500 3-year-olds
involved. Traditionally, 90% of children qualified for Head Start are from families
whose income is below the federal poverty line. Head Start is obligated to
provide access to oral and physical health services and social services. Every
Head Start program has a health manager, and staff also conduct screenings and
provide follow-up with nutrition, socialization, and mental health counseling.

Michigan Great Start School Readiness Program (GSRP) is the state-
funded program designed to expand access to pre-K for children in families
unable to qualify for Head Start or without access because of too few available,
funded Head Start slots. GSRP is essentially a 30-week classroom experience
serving only 4-year olds. At least half of the children in any GSRP program must
live in families with income below 300% of the poverty level, and all must qualify
with at least two of 25 risk factors, such as living with a single parent. In 2007-
08, the program served roughly 23,000 4-year olds. GSRP offers half-day and
full-day options, although the large majority is still half-day. GSRP is offered
mostly through local school districts, and therefore the cost is often subsidized at
the local level.

* Early Childhood Investment Corporation (ECIC), http://www.greatstartforkids. org/content/child-care-early-education-racts




Return on Pre-K Investment

Investments in early education today can have significant benefits to the Michigan
economy over the long term. For example, the High/Scope Perry Pre-School Study, a
nationally recognized, long-term model based on students in Ypsilanti, finds that
students who received formal pre-K education have much higher educational
attainment, earnings, and home ownership rates and much lower crime and social
services rates than those who did not receive pre-K schooling.

Timothy Bartik, Senior Economist, and the W.E. Upjohn Institute, offers these new
estimates of economic gains from specific education investments:

Table 1 Economic Development Benefits for Michigan of Educational
Improvements

For one Michigan resident attaining the below The resulting increase in the present value of

educational improvement: earnings in Michigan will be:

High-quality pre-K for disadvantaged § 59,625

High-quality universal pre-K $13.714

Increase in early elementary school test scores equivalent to S 41,560
ome-half school year

High-quality summer school during elementary school for $16.624
students who are behind

Being taught by a top quartile teacher rather than a bottom $39,185
quartile teacher for one grade of elementary school

Increase i secondary school test scores equivalent to one- § 7.050
half school year

High school graduation $175.234

High school career academy $ 24134

Community college graduation $126.995

4-year college graduation $375912

NOTE: The effects of these educational improvements are calculated for one Michigan resident experiencing that
educational improvement. The earnings effects calculated are the present value of the increased earnings stream
generated in Michigan due to one additional person experiencing that educational improvement. The earnings effects
are adjusted downward to reflect Michigan residents who move out after experiencing the educational improvement.
The earnings effects are also adjusted downwards to reflect some displacement of other Michigan workers due to this
one person experiencing the educational improvement. The educational improvements are compared to the following
counterfactuals, going through the table row by row: a disadvantaged child who does not go to any pre-K program; the
“average” cluld, who may go to some pre-E program even if this universal pre-K program did nof exist; a cluld whose
test scores in early elementary school are behind by one-half grade level compared to this child: a child who is behind
in elementary school who does not go to summer school: a child who has a bottom quartile teacher for one grade in
elementary school: a child whose test scores in secondary school are behind by one-half grade level compared to this
child; a high school dropout; a high school graduate who applied to a career academy and was turned down: a high
school graduate who did not graduate from a community college or a 4-vear college: a high school graduate who did
not graduate from a 4-year college.

*Timothy Bartik, Upjohn Institute, Testimony to House Education, 12/14/2009



Pre-K Quality in Michigan

Michigan’s public pre-K programs meet 8 out of 10 quality benchmarks, putting the
state in the middle of the pack nationally. Twelve states met 9 or 10 of the quality

benchmarks.

POLICY

Teacher in-service ...

Maximum class size ..
3-year-olds .........

3-year-olds .....

and support services

Early learning standards .......c..c.coeenne

Teacher specialized training .....

Assistant teacher degree ...............

Screening/referral ...

MONIKOMING ..o

Teacher degree ......cocccviiiieciiiene,

QUALITY STANDARDS CHECKLIST

STATE PRE-K
REQUIREMENT

e COMprehensive. .........
<eeeeeEE teaching certificate .........

+ ECE endorsement (public);

d-year-olds ...

IMEAIS .ttt e

4:.rear—olds
Staff-Child FELID v et et

EE teaching certificate + either ECE
endorsement or CDA, or BA in CD (nenpublic)

ceneeeene-.CDA OF equivalentt.........

+ezenernas credit hours per 5 years®.......

seeeeeenVisiON, hearing, health; .........
and support services’

S 1] c i R
ceeeene.Other monitoring®.........

.Comprehensive

BA et
.Specializing in pre-K |

.CDA or equivalent M

..At least 15 hours/year w
....20 or lower |

1:10 or better i)

Vision, hearing, health; and IE’

at least 1 support service

At least 1/day O

Site visits O

NI NUMDEer TEpESenis CNNansn N Special eaucanon
whao are not enrolled in state-funded pre-K or Head Start.

BENCHMARK DOES REQUIREMENT
MEET BENCHMARK?

* “The State of Preschool, 2008, State Preschool Yearbook;”pg 79; National Institute for Early Education Research supported by The Pew

Charitable Trust, Rutgers Graduate School of Education

Pre-K Availability in Michigan

As of 2008, 16 percent of Michigan four-year-olds were in federally funded Head Start

preschool programs while 18 percent were in state-funded pre-K. Here is how
Michigan’s state-funded pre-K participation compares to neighboring states:

% of state population enrolled

4-year 3-year
olds Rank olds Rank Income requirement

Michigan 18% 19th None 50" 50% of children must be below 300% of federal poverty level
Illinois 31% 11th 20% 1* None
Ohio 10% 29th 3% 15" 200% of federal poverty level
Pennsylvania 11% 28th 6% 8" None
Wisconsin 40% 7th 1% 23" None
Minnesota 2% 38th 1% 21° 90% of children must be below 100% of federal poverty level
Indiana NO STATE PROGRAM

. “The State of Preschool, 2008, State Preschool Yearbook;” National Institute for Early Education Research supported by The Pew

Charitable Trust, Rutgers Graduate School of Education




Pre-K Funding in Michigan & Elsewhere

The Michigan legislature considered ending state-funded pre-K in FY 2009 due to
budget shortfalls. Ultimately, lawmakers have continued pre-K funding at around $100
million the past two years, but have allowed local districts to shift those funds to other
budget priorities. An estimated 35,000 additional 4-year-old children are eligible but are
not currently served by a Great Start Readiness Program or Head Start program,
according to Michigan State University. If all children who were eligible by Michigan law
to attend publicly funded pre-K were enrolled in such programs, the estimated cost
would be $236 million per year, according to the National Institute for Early Education
Research. Some economists estimate pre-K expansion would save much more in
reduced prison and social program costs than it would cost in up-front investment.
Michigan spent $4,230 per pre-K student in 2008:

STATE $ PER CHILD NATIONAL RANK
lllinois $3,372 24th
Indiana None 50th
Michigan $4,230 16th
Minnesota $8,310 3rd
Ohio $7,260 4th
Pennsylvania $6,252 8th
Wisconsin $3,161 26th

“The State of Preschool, 2008, State Preschool Yearbook;” National Institute for Early Education Research supported by The Pew Charitable
Trust, Rutgers Graduate School of Education

Publicly funded pre-K is growing nationally, but the recession has slowed investment...

$5.2B $53B
2 36 $4.8B
32 $4.3B
29
23
23
21
14
Number of Governors Proposing Number of States Increasing or Total State Pre-K Funding
Increased Funding for Pre-K® Anticipating Increased Funding for Pre-Ke in Billions
Pre-K Fiscal Year 2007,” Washington, Nowv, 2008); "Leaders atters: Governors' Pre-K Propo!
nt: Legislative Action on Pre-K Fiscal Year 2010, the States,
g K Now, 2007); "Votes Count: These figures d t include the of Columbia
Legislative Action on Pre-K Fiscal Year 2009, (Washington, DC: Pre-K bid

* “Votes Count: Legislative Action on Pre-K, Fiscal Year 2010,” pg. 2; pre[k]now Campaign, Pew Center on the States

Of the ten states with the largest budget gaps in FY 2010, only New York and
Connecticut cut pre-K funding. Among Great Lakes states, lllinois and Michigan cut pre-
K funding while Minnesota, Pennsylvania, and Wisconsin either increased or maintained
funding.



DISCUSSION 2: K-12 Education in Michigan

K-12 Quality: A Snapshot of Benchmarks

Michigan ranks high on teacher pay, but lower on such measures as student-teacher
ratio, per pupil expenditures, and school staff as a percentage of total education staff.
Further, Michigan has a wide array of local school district sizes.

Student/Teacher
Ratio

Per Pupil
Expenditures

School Staff as % of
Total Education Staff

Average Teacher

Salary in Public
Schools

academic year.

National N
Average Michigan
15.5 17.6
$11,257 $11,421
54.7% - o
93.3% 67.36%
$53,168 $56,538

Digest of Education Statistics, National Center for Education
Statistics, U.S. Dept of Education: Most statistics reflect 2007-08

Michigan's
National
Ranking

44th

32nd

5" lowest

11" highest

Local District Enrollment Data, FY2009

District
Count
1-500 Students 86
501-1,000 90
Students
1,001-2,500 192
Students
2,501-5,000 111
Students
5,001-10,000 49
Students
Over 10,000 23
Students
All Districts 551

% of Total % of
Total Enrollment Total
15.6% 18,190 1.2%
16.3% 68,922 4.5%
34.8% 313,076 20.4%
20.1% 379,038 24.7%
8.9% 333,149 21.7%
4.2% 425,137 27.7%
100.0% 1,537,512 100.0%

Enrollment
per District

212

766

1,631

3,415

6,799

18,484

2,790

Source: Center for Educational Performance and Information (CEPI), MDE. 2008-09 Public
Headcount data, district enrollment data. michigan.gov/cepi/0,1607,7-113- 29
21423 30451 30460-214378--,00.html (accessed 25.Nov.09]).

* *“Public Education Governance in Michigan,” February 2010 Presentation by Citizens Research Council of Michigan



K-12 Quality as Measured by Test Scores

Student academic progress can be measured in several ways. Michigan assesses its
students statewide using two standardized tests (MEAP and the Michigan Merit Exam)
that are unique to our state. On those exams, student performance has generally
remained flat or has improved slightly in recent years. A snapshot of recent school test
score trends:

MEAP Test, 5" & 8" Grade: Percentage of Students at or Above Proficiency

5th Grade MEAP Results
at or above proficiency

90%
85% - </
_n
— *
80% -
75% —e— Math
0% —s— Reading
0
Science
65% - Writing
60% -
55% -
50%
2006 2007 2008

* MEAP Statewide Results Chart, released spring 2009; Michigan Department of Education

8th Grade MEAP Results at or above proficiency

80%

78%

76% | - .
74% | /
72% —e— Math
0% / —a— Reading
0
/ Science
68% 1 Writing

66% -

64%

62% -

60%

2006 2007 2008

* MEAP Statewide Results Chart, released spring 2009; Michigan Department of Education



Michigan Merit Exam 11" Grade Results

SPRING 2009 MICHIGAN MERIT EXAM (MME) Statewide Public Results

100%

90%

80%

T0%

60%

DlLeve! 1/ Advanced
OlLevel 2/ Proficient

B Level 3/ Partially Proficient
DO Level 4/ Not Proficient

50%

40%

Percent of Students

30%

20%

2007‘2008‘2009 2007‘2008|2009 2007|2008|2009

Math

200?|2003‘2009 2007|2008‘2009 2007‘2008‘2009
Reading Writing ELA

11th Graders
Year / Subject

Science SocialStudies

* MME Statewide Results Chart, Spring 2009; Michigan Department of Education

Michigan students, however, have scored below national and Great Lakes averages in
math, reading, and writing, according to results of the National Assessment of
Education Progress (NAEP), which compares students nationally. Science is the only
subject Michigan students have shown improvement over time. In other subjects
Michigan has fallen behind over time.

National Assessment of Educational Progress
Michigan at or  Michigan . Great
National
Last above Average A Lakes
- verage
Tested 4th Grade Proficiency Score Average
2009 Math 35% 236 239 242.6
2007 Reading 32% 220 220 223.2
2005 Science 30% 152 149 153.8
8th Grade
2009 Math 31% 278 282 286.2
2007 Reading 28% 260 261 265.4
2005 Science 35% 155 147 152.8
2007 Writing 27% 151 154 157.6

* NAEP data sourced to the National Center for Education Statistics,

National Assessment of Educational Progress (NAEP) is the only test that is uniformly administered across the nation. The assessment stays
essentially the same from year-to-year to clearly show progress. Students are randomly chosen to take the assessment and reflect a state’s basic
demographic make-up. More recent 4" grade writing results were not available.



Annual Yearly Progress

Annual Yearly Progress (AYP) measures whether individual schools have improved, and
in Michigan, on average, schools have improved over the past three years. The
percentage of middle schools and high schools meeting AYP thresholds has improved
over the past three years, from 90.8% to 95.3% and 60.4% to 70.9%, respectively.
Elementary schools have remained steady at around 93% of schools making AYP, while
special education centers and alternative schools have both improved.

2006-07 2007-08 2008-09

Made No Pct Made No Pct Made No Pct

All_ | Ayp | Ayp | Ayp | Al | Aavyp | Ayp | Avyp | Al | Avp [ AvyP | Avp
Elementary 2,089 | 1,963 | 126 |94.0%]| 2,058 | 1,910 | 148 |92.8%] 1,968 | 1,837 | 131 |93.3%
Middle School 599 | 544 55 |90.8%| 609 | 543 66 | 89.2%| 597 | 569 28 [ 95.3%
High School 518 | 313 | 205 |60.4%| 513 | 241 | 272 [47.0%] 537 | 381 | 156 |70.9%
K-12 School 61 49 12 [80.3%]| &1 50 11 |82.0%f 70 57 13 |81.4%
Middle/High School| 119 82 37 | 68.9%| 117 82 35 |70.1%| 141 | 103 38 [73.0%
Alternative School | 286 | 112 | 174 |39.2%| 276 95 181 [34.4%| 234 | 105 | 129 [44.9%
Spec Ed Center 129 90 39 | 69.8%[ 127 82 45 | 64.6%] 124 91 33 | 73.4%
(AT 13,801 ] 3,153 | 648 |83.00] 3,761 | 3,003 | /58 |79.8%] 3,671 | 3,143 | 528 |85.6%|

* School AYP Data- MDE Report Card Summary (pg 3), http://www.michigan.gov/documents/mde/Report_Card_Summary 290631_7.pdf

In accordance with No Child Left Behind, Michigan has begun tracking graduation and
dropout rates of high school students who started 9" grade in the state. Overall, just
over 75% of students who started in fall 2004 (2008 4-year cohort) graduated high
school by 2008, while 14% dropped out of school entirely. The remaining 10% are still
in school but off-track. The data continues to track the cohort as students either
complete high school, dropout, or seek alternative degrees over time (see 5-year
cohort).

Off-Track

Students  On-Track Dropouts but Other Graduation Dropout
in Cohort Graduated S Completer Rate Rate
Continuing
2008 4-yr
Cohort 145,097 109,542 20,594 13,551 1,410 75.50% 14.19%
2007 5-yr
Cohort 140,861 111,186 23,963 3,975 1,737 78.93% 17.01%

* Michigan Cohort Graduation and Dropout Rates 2008 Report, Michigan Department of Education
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Current K-12 Funding In Michigan & Elsewhere

Public schools are funded through a combination of federal, state and local money that
eventually flows down to local school districts. The dependence on state aid rather
than local revenues in Michigan is outside the norm in education funding nationally and

throughout the Great Lakes.

Table 18

Percent of K-12 School Funding from Local, State, and Federal Sources, FY2007
Local State Federal
Sources Sources Sources
Michigan 34.2% 57.9% 7.8%
Average of All 50 States and D.C. 44.1% 47.6% 8.3%
Average of All States Over 10 Million Population 47.9% 43.9% 8.2%
Average of All Great Lakes States 45.1% 48.0% 6.9%

Source: U.S. Census Bureau, Governments Division. Public Education Finances: 2007, Issued April 2009. Table 5:
Percent Distribution of Elementary-Secondary Public School System Revenue by Source and States.
www. census.gov/govs/school/index.html (accessed 2.Sep.09).

* «pyblic Education Governance in Michigan,” January 2010; Citizens Research Council of Michigan

As of 1994, Proposal A shifted the most of the responsibility of funding K-12 education
from the local entities to the state’s School Aid Fund (SAF). Prior to Proposal A, state
sources accounted for around 30%, while local sources accounted for 70% of total
school district revenues. Proposal A flipped that ratio, but declining revenues in the SAF
has shifted some of that revenue burden back to locals.

Sources of State School Aid Revenue
(Totals $10.9B in FY 2009)

Casino & LuttaryfTuhfi cco and
quor

4%

\.Sales & Use Tax
44%

Property Taxes
19%

Income tax
17%

MNote: Totals are preliminary. Totals do not include federal aid, stimulus revenue, or GF-GP transfers.
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* “Current Education Budget Situation,” January 2010 Presentation by Citizens Research Council of Michigan

Numerous states are outpacing Michigan in K-12 investment.

Total K-12 Revenues Per Pupil

Total Revenues Per Pupil

18,000

16,000 —

14,000

12,000

10,000 +— ﬁi_:ﬁ__::j_‘r_,—,_ﬂ—*'g(‘. —e—Michigan
"’f::—i:;’_’r'— —m—US Average
8,000 Top 10 Average

6,000

4,000
2,000

O > S > b o a2
_(9() _{159 p@ _@QQ @“0 & _(9() _{159
< A3 A3 < A3 < A3
Source: US Census Bureau 52

* *“Public Education Governance in Michigan,” February 2010 Presentation by Jill N. Roof, Citizens Research Council of Michigan

There is a great variation across states in total funding per pupil for K-12 education.
The national average elementary-secondary revenue per pupil was $11,496 in FY2007
(including operating and capital revenue), ranging from $7,245 revenue per pupil in
Utah to $18,354 revenue per pupil in New York. Michigan, at $11,557, was close to the
national average and ranked 18™ among the states.

Future K-12 Funding Pressures in Michigan

School enrollment is declining across the state, largely due to an aging population.

Pupil Count
1,800,000

1,700,000 /-4\
K : Projected
< 1,600,000 < j

E 1{500}000 | 2003 to 2017 Decline: 15%

n
T -’
1,400,000 -
1{3001.000 T T T T T T T T T T T T T T T T T T T 1
NI I S I I I U N
R R A A A A e N A
ST S S

* *“Public Education Governance in Michigan,” January 2010 Presentation by Citizens Research Council of Michigan
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As Michigan’s economy has deteriorated, so have the main revenue sources that fund
the School Aid Fund. The state sales tax, income tax and education property tax are
among the more volatile revenues that account for the lack of growth of the SAF.

SAF Revenues Trail Inflation By
$2.5 Billion Since 2000

$14,000 -

Billions of $ '?1'31:[[)
$13,000 -
Inf. Adj

§12,000 - SAF Rev ™
$11,000 - /’
$10,000 - Actual FY 11

SAF Rev $10.5B
$9,000 -
$8,000

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: CRC calculations. FY 2009 and FY 2010 are the January 2010 Consensus estimates.

* “Current Education Budget Situation,” January 2010 Presentation by Citizens Research Council of Michigan

Despite declining enroliments, school spending pressures are expected to outpace
available revenues for years — and the annual gap is widening.

School Aid Structural Deficit Projections
FY2009 - FY2017

$29,000
$27,000
$25,000

£

5 $23,000

= $21,000
$19,000
$17,000

$15;000 T T T T T T T T 1
2009 2010 2011 2012 2013 2014 2015 2016 2017

Fiscal Year

. 0
Spending grows 4.7% Deficit =$4 B

Revenues grow 3%

* “Public Education Governance in Michigan,” December 2009 Presentation by Citizens Research Council of Michigan
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Pension and health care costs of employees and retirees continue to squeeze more
money out of the K-12 funding system. Pensions are advanced funded by districts,
while retiree health care is cash funded by districts. The market collapse in 2008 will
drive pension contribution rates up over the next several years, while the increasing
number of retirees and the overall cost of health care are projected to drive up local
district health care costs. These two costs combined are projected to increase from
around 17% of payroll in 2008 to nearly 30% of payroll by 2020. State budget
negotiations this year may begin to address these spending pressures.

PROJECTED GROWTH IN SCHOOL EMPLOYEES’ AND SCHOOL
RETIREES’ PENSION AND HEALTH CARE COSTS

300
=250
>20.0 = = 'Pension
[ ]
215.0 —_ = == =Health
ol0.0*W Total
2 50
0.0 . . . .

W Q 3\ ™ &) oy S

& > > N N Y W

O S

* Actual Rates Fiscal year

“Public Education Governance in Michigan,” January 2010 Presentation by Citizens Research Council of Michigan
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DISCUSSION 3: Higher Education in Michigan

The quick summary of recent higher education in Michigan is less funding; more
graduates; and much more work to assure the state’s workforce can compete in the
21 century global economy. The percentage of Michigan residents with a bachelor’s
degree or higher stood at 27 percent in 2007. One way to move the needle is to get
more of the 24 percent of students with some college credit but no degree to
graduation day:

Highest Educational Attainment for Individuals Ages 25 to 64:
Percent of Population in 2007

® Michigan B United States ® 7 Great Lakes States B Top 5 States (MA,CT,NHVT,CO)
35%

30%

25%
20% 1913 19 19
15%
1011 12
10% 9 59 g
0%

2

2

X

#

Less than H|gh ngh School Some College, Associate's Bachelor's Graduate or
School, No Diploma, or No Degree Degree Degree Professional
Diploma GED Degree

* **Higher Education in Michigan, Looking Back, Looking Forward,”” John Burkhardt, Dec 2009; Presented at the *““Fifth Anniversary of
Michigan’s Cherry Commission™ hosted by UM;

After falling behind earlier this decade, more Michigan residents are now going to
college than in many other states:

Trends in Collage Going Rates

———pdichipan  ——Liibed Stabes —i7 Great Lakes States  —e—Top 5 States (MA CLNHNT,CO)
70%
655
5O%
s8¢
50% v . .
The 1994 1996 1998 2000 2002 2004 2006 “C()”ege

Going Rate”
is the percentage of public and private high school graduates enrolling the following fall
semester at a public or private college anywhere in the United States.
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* “Higher Education in Michigan, Looking Back, Looking Forward,” John Burkhardt, December 2009; presented at the “Fifth Anniversary of
Michigan’s Cherry Commission” hosted by the University of Michigan;

The Growing Competitiveness of a College Degree

The recent national recession and jobless recovery have intensified the competitive
importance of a college degree. Employment for people with low levels of education is
decreasing rapidly nationwide while employment for those with higher education is
remaining relatively steady:

Figure 1: Employment in the United States, January 2007 to January 2009, High Education and
Low Education Attainment Industries
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* “Michigan’s Transition to a Knowledge-Based Economy: Second Annual Progress Report,” Michigan Future, Inc.

Likewise, household income (*hh”) and per capita personal income (“pcpi”) are holding
up better in Great Lakes states with the highest education levels. As the chart shows,
Michigan saw the lowest increase in per capita personal income from 2001 to 2007 (%
ch pcpi 01 to 07) among Great Lakes states. We also find ourselves in the middle of
these states in wages from industries that require higher education (% wages hied ind
07) and percentage of households earning more than $75,000 in 2007 (% hh $75k plus
07), but second only to Ohio in households earning less than $25,000 in 2007 (% hh
under $25k 2007). According to Michigan Future, Michigan’s relatively high share of low
income households is tied to our relatively low level of higher education attainment (%
bach+ 07).
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%ch pcpi | % wages hied %hh under %hh $75k

state pcpi 07 01 to 07 ind 07 Y%bach+ 07 $25k 07 plus 07
United

States $38 564 26.13% 58.00% 27 46% 23.96% 31.84%
Minnesota $40,969 25.60% 60.24% 30.95% 19.84% 34.80%
lllinois $40.919 25 76% 57 70% 29.47% 22 23% 34 54%
Wisconsin $36,241 23.37% 48.94% 25.40% 22 58% 29.40%
Ohio $34 509 20.74% 51.51% 24 06% 25.99% 27.14%
Michigan 334,342 14.73% 51.29% 24.72% 25.24% 29.01%
Indiana $33,152 20.96% 45.63% 22 07% 24.02% 26.73%

* “Michigan’s Transition to a Knowledge-Based Economy: Second Annual Progress Report,” Michigan Future, Inc.

Michigan’s 15 Public Universities

Michigan’s undergraduate student enrollment has grown considerably in the past
decade and surpassed the 200,000 mark:

Public University Enrollment History
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Source: House Fiscal Agency January 2010
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University appropriations account for 18.5 percent of the state’s general fund budget:

Share of State GF/GP

FY 2009-10 GF/GP Total = $8.13 Billion

Higher Education
$1,507,705,200
18.5%

All Other Budgets
$6,620,334,000
81.5%

Source: House Fiscal Agency January 2010

* “Background Briefing, Higher Education,”” Kyle I. Jen, House Fiscal Agency, January 2010.

Over time, the state’s overall investment in state appropriations for universities has
reversed — from $2 in state funding for every $1 in tuition a generation ago to $2 in
tuition for every $1 in state appropriations.

Public University General
Fund Revenue Source History
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Tuition and Fees
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Source: House Fiscal Agency January 2010

* “Background Briefing, Higher Education,”” Kyle I. Jen, House Fiscal Agency, January 2010.

State investment in universities has dropped precipitously this decade...
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Higher Education Appropriations

FY 2009-10 Higher Education appropriations are roughly 16.3 percent
lower than they were in FY 2001-02 (not adjusting for inflation).

$1,925.8

Note: Delayed payments in 2004 and 2007
are reflected in original budget years

$1,844.9

§1.734.4 517495 $1,747.9 $1.754.1

$1,696.7 $1,680.0

Millions

FY 02 FY 03 FY 04 FY 05 FY 06 FY 07 FY08 FY09 FY10
Source! House Fiscal Agency January 2010
* “Background Briefing, Higher Education,” Kyle I. Jen, House Fiscal Agency, January 2010;

As a result, Michigan ranks last nationally in the rate of growth (or decline) in
appropriations for higher education over the past five years:

Michigan last in increases in higher ed appropriations, last five years combined
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Growing states like Nevada, Alabama and North Carolina are stepping up investment in higher education

Source: llimods State University s "Grapevine Project”
hittp:fwww grapevine ilsuedu

* “State Disinvestment,” published by The President’s Council of the State University’s of Michigan, 2009; data sourced
to Illinois State University’s “Grapevine Project”
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Michigan’s Community Colleges

The state’s community colleges serve about 450,000 students annually, and numbers
have grown gradually in the past decade. Michigan’s community colleges have taken a
lead role in retraining thousands of displaced workers for new careers. About 64% of
the state’s community college students attend on a part-time basis.

Enrollment History
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Source: House Fiscal Agency January 2010
* “Background Briefing, Community Colleges,” Mark Wolf, House Fiscal Agency, January 2010;

Community colleges account for about 4 percent of the state’s general fund budget.
While community colleges have not endured drastic funding cuts in recent years,
funding has not kept pace with inflation:

Community Colleges Share of State GF/GP

FY 2009-10 GF/GP Total = $8,128,039,200

Community
. Colleges
$299,360,500
3.7%

All Other
Budgets
$7,828,678,700
96.3%

Source: House Fiscal Agency January 2010

* “Background Briefing, Community Colleges,”” Mark Wolf, House Fiscal Agency, January 2010;
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Michigan’s Financial Aid Investment

State-funded financial aid in Michigan comes in numerous forms, including merit and
need-based aid for traditional post-high-school and incentive programs for Medicaid-
eligible individuals.

Financial Aid Funding
FY 2009-10 Total = $84.5 Million
Tuition Grants =
$31,664,700 — / State Competitive
37.5% / Scholarships
/ $17,608,500
/ 20.8%
.Ir______,
I‘\ Other
\ $4,000,100
4.7%
Tuition Incentive -
Program —
$31,200,000
36.9%
Source; House Fiscal Agency January 2010

* “Background Briefing, Higher Education,”” Kyle I. Jen, House Fiscal Agency, January 2010;

State funded financial aid programs were cut 63.9%, from $217.5 million in FY 2009 to
$78.6 million in FY 2010. Further, nearly all merit-based aid was eliminated, as
maximum awards were lowered from $1,300 to $510.

Changes in State-Funded
Financial Aid by Category
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Conclusion

In sum, other spending pressures — most notably from prisons and social programs —
have outpaced Michigan’s investment in all levels of education in recent years.

INFLATION-ADJUSTED STATE SPENDING (1995-2008) IN 2008 $ MILLIONS
1995 2000 2005 2008 CHANGE % OF

95-08 TOTAL

EDUCATION $13,568 $15,119 $15,685 $15,029 11% 35%
HEALTH & HUMAN SERVICES 512,291 $13,406 $15,425 516,198 32% 38%
PUBLIC SAFETY & CORRECTIONS 52,161 2411 $2,473 $2,615 21% 6%
TRANSPORTATION $1.876 §2,022 $2,342 $2,339 25% 6%
ENVIRONMENT/RECREATION/AGRICULTURE $887 5686 be48 $580 -35% 1%
REVENUE SHARING w/ LOCAL GOV'T 51,652 51,816 $1,205 51,076 -35% 3%
OTHER $3,861 54,331 54,679 54,673 20% 11%
TOTAL EXPENDITURES $36,316 $39,794 $42,.458 542,511 17%

Sources & Methodology: Calculations from Michigan Comprehensive Annual Financial Reports
http://www.michigan.gov/budget/0,1607,7-157-13406_13419---,00.html),Inflation adjustments made with
the same Detroit CPI adjustment factor used by state fiscal analysts in their routine budget projections -
See Table 4, “"Economic Forecast Variables” (http://house.michigan.gov/hfa/PDFs/source0709.pdf).
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