MICHIGAN ECONOMIC
CONDITION ASSESSMENT  vissiona

DETROIT AND GRAND RAPIDS

The Great Recession’s toll on metropolitan America has motivated a growing chorus of business leaders and
economists to call for a rebalancing of the American economy, towards one driven by exports, powered by low
carbon, fueled by innovation, and rich with opportunity. An economy with these characteristics will largely be
metropolitan, in form and function.

Michigan has assets that make it well-positioned for the next economy. The state’s metropolitan areas are
among the nation’s leaders in export intensity; in important but often overlooked aspects of the clean economy;
and in the universities, research institutions, and advanced manufacturing plants that drive innovation. This
economic condition assessment, created as part of the Michigan Urban and Metropolitan Strategies Project,
highlights the next economy strengths of Michigan's metropolitan areas, and compares them with peer regions
across the nation and with regions whose overall economic performance generally exceeds that of the compa-
rable Michigan regions. This assessment will help Michigan understand where it its strengths are, and where
its competitor regions stand. It will be used to inform the policy recommendations that ultimately emerge from
the Urban and Metropolitan Strategies Project.

This assessment, particularly the first section, should inspire Michiganders long accustomed to hearing
only bad news about their cities, metropolitan areas, and state. But at the same time, it does not gloss over
the real challenges that Michigan's metropolitan areas confront. The second and third sections of the assess-
ment show the broad, often sobering, economic and social trends that confront Michigan’s metropolitan areas.
While the rest of the country surged forward economically over the last thirty years (with the exception of the
recent recession), many of Michigan’s metros stood still, and thus lost ground from a national perspective.
While more education is the key to individual and collective economic success, many of Michigan’s residents
have not sought higher education credentials.

The next economy represents a chance for Michigan to use existing strengths to chart a new course in the
Detroit-Warren-Livonia and Grand Rapids-Wyoming metropolitan areas.
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HIGHLIGHTS

INTRODUCTION

EXPORTS

Detroit and Grand Rapids are among the most export-
intensive large metropolitan areas in the nation, send-
ing just under 15 percent of their total output abroad in
2009. Not surprisingly, transportation equipment manu-
facturing and machinery manufacturing are the dominant
export categories, and Canada is the top trading partner
for Michigan’s two largest metropolitan areas. In most of
their peer and aspirational metros, service exports com-
prise a higher share of total output. This is noteworthy
because, while the United States is losing global market
share in goods exports, it dominates the fast-growing ser-
vices category.

INNOVATION

Metropolitan Detroit scores very well on two key innova-
tion indicators. It is a powerhouse in patenting activity.
Detroit’s rate of patent application per 1000 employees
is far higher than that of peer or aspirational metros, and
is higher than the average of all U.S. metro areas. Detroit
has more high-tech employment and more science, tech-
nology, engineering, and math (STEM) employment than
comparable metropolitan areas. Grand Rapids, however,
is fairly weak on both of these indicators. Generally, met-
ropolitan areas that are manufacturing oriented, or export
intensive or both (as Grand Rapids is) tend to create pat-
ents at much higher rates than other metros, so Grand
Rapids’ low patent rate is somewhat puzzling.

CLEAN ECONOMY

Most clean economy strengths arise from long-standing in-
dustrial knowledge and experience. Accordingly, Detroit has
an outsized share of jobs in electric vehicle and battery tech-
nology, reflecting that metro’s knowledge and experience with
automobiles, while Grand Rapids is ten times as strong in
green consumer products as the average metropolitan area.
Both regions have higher-than-average employment in seg-
ments of the alternative energy industries (solar and battery
in Detroit, and wind in Grand Rapids). Overall, Detroit lags
its peer and aspirational metros in the overall number of clean
economy jobs per 100 workers, while Grand Rapids outdis-
tances them. In both metropolitan areas, the median wage of
clean economy jobs is above the overall median wage.

OPPORTUNITY

In Grand Rapids, younger residents (ages 25-34) are
more likely to hold a bachelor’s degree than older resi-
dents (ages 35-44). This is contrary to the national trend,
which is exemplified by Detroit and most of its peer and
aspirational metros. Because highly educated metropoli-
tan areas are getting “smarter” faster than other areas, lag-
ging attainment progress among young adults could slow
future gains and overall economic growth. Moreover, the
next economy will require workers who are well educat-
ed when they enter the workforce and who continually
upgrade their skills. Very high community college enroll-
ment levels in greater Detroit are an encouraging sign for
that metropolitan area’s future.
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GEOGRAPHIES INTRODUCTION

The following tables include economic data for 1980-2009, information that helps Michigan’s metropolitan areas understand their strengths in
the next economy, and demographic data for the period 2000-2009. Each table compares Michigan’s metropolitan areas with other metros that
resemble them in terms of industrial composition and overall size. Differentiating metropolitan areas along these lines ensures that these com-
parison metros have faced challenges and opportunities similar to those faced in Michigan. The analysis divides 14 of Michigan's metropolitan
areas, Detroit, Grand Rapids, Lansing, Ann Arbor, Flint, Kalamazoo, Holland, Saginaw, Muskegon, Niles, Jackson, Monroe, Battle Creek, and
Bay City, into four groups based on size, and each group has three peer metros — those with similar population, industrial composition, and in-
ternal competitiveness factors — and three “aspirational” metros — places with similar population and industrial composition, but with internal
factors that have enabled them to gain jobs and expand their output much faster their Michigan counterparts. The Detroit-Warren-Livonia
and Grand Rapids-Wyoming metropolitan areas are both large metros, so they constitute a category unto themselves. Their peer metros are St.
Louis, Cleveland and Milwaukee. Their “aspirational” metros are Indianapolis, Nashville, and Pittsburgh.
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* Though Crawford County, MO is not a part of the St. Louis, MO-IL metropolitan
area, part of it does lie inside the metro’s boundaries. Thus, Crawford County is in-
cluded as part of that metro for some portions of this analysis.
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GEOGRAPHIES continuep INTRODUCTION

The largest 100 metropolitan areas in the country are home to about two-thirds of the U.S. population and generate 74 percent of our GDP.
They will be the primary drivers of the next economy. They dominate U.S. trade, particularly in the services sector, and they are on the front
lines of commerce with Brazil, China, and India. Forty-eight out of nation’s 83 top environmental sciences and energy research laboratories, and
two-thirds of the nation’s major research universities and environmental science and energy doctorate programs are found within the 100 largest
metropolitan areas, as are three-quarters of the nation’s workers with degrees in science and engineering.

Detroit and Grand Rapids are both among the largest 100 US metropolitan areas, making them critical engines of Michigan’s and the na-
tion's economy. But they are at opposite ends of the category. Detroit is, despite decades of losses, among the nation’s largest metropolitan areas,
with more than twice the population, jobs, and output of Indianapolis and Nashville. Grand Rapids, by contrast, is among the smallest of the
nation’s largest metros, and is significantly smaller by every measure than Detroit or their shared peer or aspirational metros. (Sources: Census
Population Estimates, Brookings analysis of Moody's Analytics data.)

Output, population, and employment, 2009

Gross metropolitan product

Metropolitan Area (millions of dollars) Total population Total employment
United States 12,863,351 307,006,550 N/A

All Metro Areas 12,318,168 257,292,850 116,084,310

100 Largest Metros 9,219,093 201,445,823 91,060,460

_ | Detroit 160,133 4,403,437 1,755,370
2| Grand Rapids 31,371 778,009 367,920
; St. Louis, MO-IL, 109,755 2,828,990 1,331,400
E Cleveland, OH 87,957 2,091,286 1,013,050
= Milwaukee, WI 68,601 1,559,667 822,130
_' Indianapolis, IN 80,982 1,743,658 886,780
% Nashville, TN 63,370 1,582,264 746,740
Pittsburgh, PA 101,533 2,354,957 1,136,850
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NEXT ECONOMY

The next economy must have four characteristics: higher exports,
to take advantage of rising global demand; low carbon technology,
to lead the clean-energy revolution; innovation, to spur growth
through ideas and their deployment; and greater opportunity, to
reverse the troubling, decades-long rise in inequality. Metros will

take the lead on all four fronts.

Metros dominate U.S. trade, for example. The 10
largest metros, including Detroit, generated 28 per-
cent of national exports in 2008. Smaller and medi-
um-sized metros, such as Grand Rapids and Kalama-
700, also export a large share of what they create and
produce.

The low carbon economy will be primarily in-
vented, financed, produced and delivered in metro-
politan areas. They are a prime market for air and
water management, energy efficiency goods and ser-
vices, building retrofits, renewable energy, low-car-
bon transportation solutions, and the smart systems
needed to run them. But more than major markets,
the nation’s metropolitan areas aggregate the key in-
puts to clean innovation, such as research hubs and

advanced manufacturing facilities.

On innovation more broadly, our metropolitan ar-
eas are the nation’s knowledge and finance centers.
The top 100 metros produce 78 percent of all patents
and their universities and research centers receive 82
percent of NIH and NSF research funding. Almost
all (94 percent) of the venture capital needed to fi-
nance laboratory breakthroughs and their transition
to market are found in the 100 largest metros.

Metropolitan areas also have the potential to
speed workers’ wage growth and increase workers’
productivity levels and earnings, even after they leave
the metro. This, combined with the range of educa-
tional offerings available in metropolitan areas makes
them key sites for helping workers succeed.
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EXPORTS NEXT ECONOMY

For more than 200 years, economists have linked trade with economic growth. Exporting forces companies to stay on the cutting edge of compe-
tition and exposes them to international best practices. Even if companies initially struggle in foreign markets, there is evidence that this intense
competition forces them to improve over time. Trade also allows companies to spread the costs of developing a particular product over a much
larger number of consumers. Many products with large upfront costs could never be profitable if not for vast international markets, which allow
producers to cut down on the costs of producing a single product.

Although the U.S. trade deficit is huge, we still manufacture a range of advanced goods that the rest of the world wants, including aircraft,
space craft, electrical machinery, precision surgical instruments, and high-quality pharmaceutical products. Services, such as education or
health-care at US institutions, architectural and engineering consulting, financial and legal services, and royalities are increasingly in demand
abroad. On average across all metropolitan areas in 2009, 43.5% of exports were services and 56.5% were goods; the overall export intensity was

11.0%. (Sources: Brookings analysis of BEA, USITC, 1IE, IRS, and Moody's Analytics data.)

Michigan metro areas’ export intensity is driven by manufactured goods
Exports as a percentage of total output, 2009
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EXPO RTS CONTINUED NEXT ECONOMY

Exports are an important growth engine in the United States, Michigan, and many of its metropolitan areas. American exports grew 12.7 percent
from the third quarter of 2009 to the third quarter of 2010, outperforming the 3.2 percent growth of the economy. Almost 15 percent of
Michigan’s state GDP came from exports in 2008.

Simply put: More exports means more jobs. Brookings research shows that, for the average metropolitan area in 2008, 5,800 jobs supported
every $1 billion in exports. Export-related jobs offer good pay to workers at all levels of education, including those without college degrees. New
Brookings research has found that for every $1 billion dollar increase in the exports of the industry in which they work, workers in the exporting
industries located in the top 100 metro areas earn roughly one to two percent higher wages. Even workers without high school diplomas who
work in export industries earn this premium. (Sources: Brookings analysis of BEA, USITC, 1IE, IRS, and Moody's Analytics data.)

Metro Detroit’s size and export intensity make it one of the largest metro export economies
Value of total exports, 2009 (in millions)
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EXPO RTS CONTINUED

NEXT ECONOMY

Manufactured goods like automobiles and auto parts account for at least half of the value of all exports in most Michigan metros. In every Michi-
gan metropolitan area except Detroit and Ann Arbor, the top three exporting industries are a type of manufacturing. Metro Detroit’s airport and
the knowledge-driven economy of Ann Arbor lead those metros to export things other than goods, like tourism, research and development, and
patents for new technologies, which result in royalties and licensing fees. (Sources: Brookings analysis of BEA, USITC, IIE, IRS, and Moody's
Analytics data.)

Manufactured goods account for as much as half of all exports in many Michigan metros
Top three exporting industries, 2009

Metropolitan
Area

Industry name

Value of industry
exports, 2009

(in millions)

Industry share of
total exports, 2009

Value of industry

Transportation Equip-

ment Manufacturing 311,786 >0.6%
Detroit, MI Machlntery $1,754 - 59
Manufacturing
Travel $1,050 4.5%
Transportation Equ'lp- $1,347 29.79%
ment Manufacturing
Grand Machinery
Rapids, MI Manufacturing 4 () 10.3%
Chemical
Manufacturing 3372 8.2%
Transportatllsln qumpm?nt $2.220 17 4%
St. Louis, anufacturing
MO-IL Chemical Manufacturing $1,387 10.9%
Telecommunications $1,356 10.6%
Chemical Manufacturing $1,603 14.5%
Cleveland, Transportation Equipment . .
OH Manufacturing $1,372 12.4%
Machinery Manufacturing $1,156 10.5%

Metropolitan exports, 2009 Industry share of
Area Industry name (in millions)  total exports, 2009
Machinery Manufacturing $1,614 19.1%
Milwaukee, Electrical Equipment $866 10.2%
Wi Computer and Electronic $714 8.4%
Product Manufacturing '

Chemical Manufacturing $6,149 43.8%
irll]d]anapohs, Transportatngg]lec]iumr?:; $1,770 12.6%
Royalties and license fees $910 6.5%
Transportation Equipmént $1.125 17.9%

Manufacturing
Nashville, TN Telecommunications $488 7.4%
Travel $483 7.4%
;Z?U‘lgci\ﬁf; $1,311 12.9%
Pittsburgh, PA Telecommunications $952 9.4%
Machinery Manufacturing $950 9.3%
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EXPO RTS CONTINUED NEXT ECONOMY

Exports are critical now for several reasons. Foreign nations are where the recovery from the Great Recession and demand for imports are stron-
gest. According to the Brookings” Global Metro Monitor, 30 metropolitan areas that have recovered are almost exclusively located in Asia and
Latin America, such as Lima, Shenzhen, Santiago, and Guangzhou. Rising nations and their rising metros are now driving global demand for
trade and commerce. Brazil, India, and China accounted for 8.6 percent of the global middle-class consumption in 2009, but could account for
26 percent by 2020, according to a recent Brookings study.

Like the United States a whole, most metropolitan areas trade most with their North American neighbors, Canada and Mexico. In Michi-
gan, trade with these nations accounts for at least a quarter of all exports in most metros. The United Kingdom, Japan, and Germany are also
important destinations for exported goods and services for Michigan’s metro areas. The high volume of trade with these advanced economies
reflects the highly sophisticated and technology-driven goods Michigan exports to the rest of the world. (Sources: Brookings analysis of BEA,
USITC, IIE, IRS, and Moody's Analytics data.)

Like the United States, most metros’ largest trading partners are in North America
Top three foreign export partners, 2009

Value of exports Value of exports

Metropolitan to country, 2009 Country share of  Metropolitan to country, 2009 Country share of
Area Country name (in millions)  total exports, 2009 Area Country name (in millions)  total exports, 2009
Canada $4,388 18.8% Canada $1,405 16.6%
Detroit, MI Mexico $1,849 7.9% \1\}’\1,111“"“‘“1‘66’ Mexico $827 9.8%
United Kingdom $1,503 6.5% United Kingdom $568 6.7%
Canada $857 18.9% Canada $2,073 14.8%
Grand . Indianapolis, . .
Rapids, MI Mexico $421 9.3% IN Mexico $1,220 8.7%
United Kingdom $260 5.7% United Kingdom $887 6.3%
Canada $1,931 15.2% Canada $1,013 15.5%
i;'OL_‘;EIS’ Mexico $1,042 82%  Nashville, TN Mexico $548 8.4%
United Kingdom $1,018 8.0% United Kingdom $494 7.5%
Canada $1,807 16.4% Canada $1,433 14.1%

Cleveland, o . . . . 5
OH Mexico $1,033 9.4% Pittsburgh, PA United Kingdom $948 9.3%
United Kingdom $844 7.6% Mexico $872 8.6%
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CLEAN ECONOMY NEXT ECONOMY

As Brookings and Battelle researchers note in Sizing the Clean Economy, “The clean economy ... interfaces with nearly every aspect of the rest
of the economy and is emerging as a site of rapid technological and process innovation world-wide.” Narrow discussions of the impacts of cap
and trade regimes or of green jobs have obscured how profound and market-driving the transition will be. Shifting to new energy sources and
focusing on conservation of all kinds of fuels will affect the source of our energy, the cars we drive, the products we buy, the kinds of homes we
live in, the shape and location of our communities, and how we get from one place to another.

As the Brookings-Battelle team writes, “The clean economy increasingly looks like a promising location for the emergence of significant new
technologies, processes, and industries that will shape the next economy and generate new jobs. That dozens of the world’s nations ranging from
Brazil and China to South Korea and Turkey are investing heavily in such development both reinforces the emerging consensus and underscores
that the race to clean” has become an urgent competition among nations for the resource productivity, jobs, and export-oriented manufacturing
that will come with it.” (Source: Brookings and Battelle 2011.)

The clean economy accounts for a greater share of jobs in metro Grand Rapids than in its peers
Clean economy jobs per 100 workers, 2009
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CLEAN ECONOMY CONTINUED NEXT ECONOMY

In many ways, the burgeoning clean economy embodies all four characteristics of the next economy: exports, innovation, low-carbon, and espe-
cially opportunity. Median wages for clean economy industries are higher at nearly all skill levels than in the rest of the economy. This is espe-
cially true in Michigan, where clean economy workers in metros like Jackson earn nearly a 30 percent premium over their counterparts in other
sectors of the economy. The broad skill base and market-driven growth of the clean economy offers great opportunity to workers throughout the
economy. (Source: Brookings and Battelle 2011.)

Jobs in the clean economy provide greater opportunity
Median annual wage of clean economy jobs, 2009
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CLEAN ECONOMY conrinuep

ECONOMIC PERFORMANCE

Researchers from Brookings and Battelle cut the clean economy into 39 distinct segments, reflecting the diversity of this sector. Each segment
represents a discrete technology, from wind power to energy efficient lighting, or a specific service, like environmental remediation services or
regulatory work on the government or non-profit side. Metropolitan areas specialize in different segments of the clean economy just as they tend
to specialize in sectors such as financial services or automotive manufacturing.

The clean economy in Michigan’s metros tends to be oriented around a metro economy’s existing strengths, usually advanced manufactur-
ing. For example, Detroit has an outsized share of jobs in electric vehicle and battery technology, reflecting that metro’s knowledge and experi-
ence with automobiles. As the capital, Lansing contains a larger-than-normal share of jobs in regulation and compliance. Monroe’s power plant
provides it with a specialization in nuclear energy production. (Source: Brookings and Battelle 2011.)

Michigan’s large metros specialize in the research and production of low-carbon technologies
Top three clean economy segment specializations by metro, 2009

Metropolitan Segment employment as Metropolitan Segment employment as

Area Clean economy segment name  share of all-metro average Area Clean economy segment name  share of all-metro average

Electric Vehicle Technologies 651% Water Efficient Products 1205%

Detroit, MI Solar Photovoltaic 271% \R}/\’l]illwaukee, Battery Technologies 524%

Battery Technologies 179% Lighting 279%

Green Consumer Products 1046% Regulation and Compliance 258%

g;:i];s, MI Wind 937% ir&dianapolis, Waste-to-Energy 236%

Appliances 779% Remediation 149%

Solar Photovoltaic 667% Appliances 1019%

St. Louis, Air and Water Purification 663% Nashville, TN Regulation and Compliance 711%

MO-IL Technologies Pollution Reduction 141%

Training 159% Solar Thermal 843%

Cleveland Smart Grid 852% Pittsburgh, PA Pollution Reduction 555%

OH ’ Green Chemical Products 773% Wind 176%
Lighting 703%
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INNOVATION NEXT ECONOMY

Patenting activity is a good predictor of commercialization; the commercialization of innovation, or the process of bringing knowledge to market,
is the crucial driver of innovation. Patent figures certainly do not capture all aspects of innovation, but they are a useful, tested, and proven proxy.
(Source: The U.S. Patent and Trademark Office courtesy of the Strumsky Patent Database, University of North Carolina at Charlotte. )

Metro Detroit leads much of the nation in commercializing new technologies
Patent applications and patenting activity in renewable energy, 2001-2010

Patent Number of

Patent  applications unique patent _ Patent activity as share of U.S. metro average™ in
applications, per 1,000 inventors, Biofuel Solar Energy =~ Wind Energy
Metropolitan Area 2001 to 2010 employees 2001 to 2010 Technology Technology Technology
All Metro Areas 2,722,745 23.5 1,547,405 N/A N/A N/A
100 Largest Metros 2,362,809 25.9 1,338,662 N/A N/A N/A
= | Detroit 58,549 33.4 37,110 81.4% 159.8% 71.1%
= Grand Rapids 4,574 12.4 2,686 32.3% 35.5% 93.3%
; St. Louis, MO-IL 22,713 17.1 12,252 94.2% 40.4% 47.0%
E Cleveland, OH 19,323 19.1 11,732 121.1% 85.5% 160.7%
= Milwaukee, WI 14,861 18.1 9,361 24.9% 22.1% 40.7%
_. Indianapolis, IN 15,865 17.9 9,555 139.3% 35.0% 167.5%
% Nashville, TN 4,434 5.9 3,157 180.6% 0.0% 48.1%
Pittsburgh, PA 21,046 18.5 12,958 197.9% 96.8% 49.6%

* These location quotients are equal to the particular technology’s share of all local patent applications divided by the technology’s share of total patents produced in all U.S. metropolitan areas. A score of 250% means

that the metropolitan area in question has two-and-a-half times the U.S. metropolitan average.
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INNOVATION CONTINUED NEXT ECONOMY

New technologies need people to discover and develop them. Often those people work in science, technology, engineering, or math (STEM)
fields. The concentration of STEM workers within a metropolitan area can be a good indication of the amount of high-tech, innovative activity
taking place there. However, it takes a team of managers, marketers, accountants, production workers, and others to bring new technologies to
market. One scientist or engineer, or “STEM worker,” could represent a hundred jobs involved in other types of work in high-tech industries.
Here, high-technology industries are defined as those in which scientists and engineers comprise at least 10 percent of all jobs. (Sources: Brook-
ings analysis of Moody's Analytics data and BLS Occupational Employment Statistics, 2009.)

Metro Detroit employs nearly 185,000 workers in high-technology industries
STEM and high-tech employment, 2009

200,000
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Detroit Grand Rapids  St. Louis, MO-IL.  Cleveland, OH Milwaukee, WI  Indianapolis, IN Nashville, TN Pittsburgh, PA
Michigan Metros Peer Metros Aspirational Metros
B STEM jobs Jobs in high-tech industries

* High-tech STEM occupations are defined by Daniel Hecker in “Tech-technology employment: a NAICS-based update” in the July, 2005 Monthly Labor Review.
** In accordance with Hecker, 2005. This definition included 46 four-digit NAICS industries in 2002.
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INNOVATITION continueD

NEXT ECONOMY

In several of Michigan’s metros, technology workers account for a large portion of local employment and support a large number of jobs, reflect-
ing the integral role of technical skill and knowledge in those economies. However, other Michigan metros, particularly smaller ones, trail their
peers in the relative size of their technology workforce. This is likely a reflection of the nature of their economies, which are based largely on work
that, in general, is less-skilled and more routine, such as primary metal manufacturing, food-related manufacturing, or on service and regulatory
work such as state government. (Sources: Brookings analysis of Moody's Analytics data and BLS Occupational Employment Statistics, 2009.)

Technology workers account for an outsized portion of metro Detroit’'s employment
STEM and high-tech employment, 2009

High-tech industry

Number of Employment in  High-tech indus- employment

Total number of STEM jobs per high-tech try employment as as a share of

Metropolitan Area STEM jobs 1,000 jobs industries a share of total  national average
United States 6,894,500 52.8 11,981,758 8.8% N/A

All Metro Areas 5,954,270 53.1 11,055,597 9.5% 108.4%
100 Largest Metros N/A N/A 9,388,834 10.3% 117.3%

= | Detroit 104,560 59.2 184,327 10.5% 119.5%
= Grand Rapids 15,870 43.5 23,807 6.5% 73.6%
; St. Louis, MO-IL 71,160 54.7 144,384 10.8% 123.4%
E Cleveland, OH 45,270 45.1 95,178 9.4% 106.9%
= Milwaukee, WI 42,240 51.7 93,406 11.4% 129.3%
_' Indianapolis, IN 42,080 48.3 82,146 9.3% 105.4%
2 Nashville, TN 27,520 38.2 50,993 6.8% 77.7%
Pittsburgh, PA 59,290 53.2 119,667 10.5% 119.8%
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INNOVATION CONTINUED NEXT ECONOMY

Each year billions of dollars of research funding flows through American universities. Below are the research expenditures (in 1,000s of dollars)
of the 670 largest recipients of federal research money, though the numbers also include research expenditures funded by other sources. Though
this is not nearly comprehensive accounting of all research funding in metropolitan areas, it is suggestive of the academic research activity in a
place.

R&D spending at research universities in Michigan, not surprisingly, concentrates in Ann Arbor and Lansing, home to the state’s largest
public research institutions. This is not a resource that can be evenly distributed around the state. Policymakers looking to bolster metro and
state economies should marshal resources around technology transfer and commercialization, drawing on venture capital, manufacturing, and
product development capacity across the state. (Sources: Carnegie Foundation for the Advancement of leaching and the National Science Founda-
tion.)

Research institutions attract large investments in metro economies

R&D spending at top-tier research universities, 2008
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INNOVATION CONTINUED NEXT ECONOMY

Science, technology, engineering, and mathematics (STEM) students tend to be attracted to places with a wealth of funding and research oppor-
tunities. As a result, metropolitan areas with research intensive academic institutions also tend to be the places where new ideas take root as
their commercialization begins, creating jobs and establishing new industries. As with research dollars, PhD programs are not spread thinly
across the state, but cluster in the Lansing and Ann Arbor metropolitan areas. The benefit to other metros comes when these highly educated
individuals choose to stay in Michigan and deploy their skills in creating new technologies, attracting additional research or venture capital fund-
ing, and creating new companies. (Sources: Carnegie Foundation for the Advancement of leaching and the National Science Foundation.)

Metro areas with large research institutions attract the world’s future technology experts
Number of STEM PhDs awarded™, 2009

500
400
300
200
100 . I I
N
]
0 Detroit Grand Rapids  St. Louis, MO-IL  Cleveland, OH Milwaukee, W1 Indianapolis, IN Nashville, TN Pittsburgh, PA
Michigan Metros Peer Metros Aspirational Metros

* Based on location of degree-granting educational institution.
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OPPORTUNITY NEXT ECONOMY

The next economy will require workers who are well educated when they enter the workforce and who continually upgrade their skills. Brook-
ings’ State of Metropolitan America report indicates that while Americans are growing more educated, progress appears to be slowing among
younger adults. In 2009 nationwide, 25 to 34 year-olds were less likely to hold a bachelors degree than 35 to 44 year-olds, a reversal from the
pattern in 2000. Most Michigan metropolitan areas exemplify this trend (Grand Rapids, Lansing, and Holland are exceptions). Because highly
educated metropolitan areas are getting “smarter” faster than other areas, lagging attainment progress among young adults could slow future

gains and overall economic growth. (Source: American Community Survey 1-year Estimates, 2009.)

Workers’ skills in Michigan metros rival those of their counterparts in peer metros
Highest educational attainment level of population by age, 2009
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OPPORTUNITY CONTINUED NEXT ECONOMY

While completion rates may be troubling, the past decade saw widespread increases in college and graduate school enrollment among young
adults. This trend was particularly pronounced in large older industrial metropolitan areas in the Great Lakes region, where enrollments surged.
State of Metropolitan America hypothesizes that, “It may be that the loss of manufacturing jobs over the course of the decade, many of which had
not required a bachelor’s degree, spurred more young people in these regions to pursue higher education,” but warns, “whether they will stay in
these regions to pursue job opportunities after earning degrees remains to be seen.” Even as Michigan’s metropolitan areas weigh how they boost
current residents” educational attainment, they have to provide an attractive environment for these workers after graduation as well. (Sources:
National Center for Education Statistics, Carnegie Foundation for the Advancement of Teaching.)

Community colleges play an important role in preparing the Michigan workforce
Enrollment at not-for-profit institutions of higher education, 2010
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*Associate’s degree programs include not-for-profit two-year community colleges, college programs include four-year, BA-offering institutions (excluding research universities), and research universities include institu-
tions focused on research-intensive graduate programs, as defined by the Carnegie Foundation.
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ECONOMIC PERFORMANCE

Michigan’s metropolitan areas in many ways embody the next

economy. They host companies with extensive experience in glob-

al trade, boast emerging centers of clean energy research, and are

home to top-ranked universities.

And, as the birthplace of Henry

Ford’s five-dollar-a-day wage, Michigan was once the standard-
bearer for an opportunity rich economy. These strengths are an

inheritance from their rich industrial heritage.

In recent decades, however, that same heritage has
caused wrenching difficulties for Michigan’s metros.
Despite their soaring economic growth throughout
the greater part of the 20th century, most of Michi-
gan’s metropolitan economies stood still over the past
thirty years, achieving very little or even negative job
and output growth even before the Great Recession,
as peer metros passed them by.

This section examines Michigan metros’long-term
economic performance from 1980 through 2009. It
shows that despite all their potential, Michigan’s met-
ropolitan economies have fallen behind largely due to
their failure to keep up. As America transitioned from
an industrial to service-based economy, other met-
ros were able to leverage their existing assets to fos-
ter new and expanding knowledge-based industries as

they ceded less productive work in other parts of their
economies. For many reasons, the metropolitan econ-
omies of Michigan did not make these same shifts.

Michigan has the potential to be a center for ad-
vanced manufacturing and innovation, the Germany
of the United States, where well-trained workers im-
plement the designs of imaginative engineers to create
products that compete on quality. But Michigan faces
additional challenges as it prepares itself for a glob-
al economy much more similar to the one it came of
age in. The next economy will be driven by more frag-
mented, diverse, and loose networks of firms rather
than the large vertically integrated ones Michigan has
come to know well. It will require highly-trained and
nimble workers who adapt to ever-changing technolo-
gies and rapidly evolving new industries.
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EMPLOYMENT GROWTH ECONOMIC PERFORMANCE

Employment measures the number of wage and salary jobs in a metropolitan economy. Two factors account the differences among employment
growth rates in metropolitan areas. First, industries grow at different rates. A metropolitan area dominated by slow-growing industries will typi-
cally see slower job growth than a metropolitan area with more fast-growing industries. “Change due to industry factors” captures the change in
employment that would have occurred in a metropolitan area if the area’s industries had grown at their respective national rates (minus the over-
all national growth rate). Second, metropolitan areas have different internal competitive strengths. For example, the same industry can add jobs
in one metropolitan area, but not another; or a new industry can spring up in one metropolitan area, but not another. “Change due to local
factors” captures how much these local competitive factors have hindered or accelerated employment growth. (Source: Brookings analysis of

Moody's Analytics data.)

Most Michigan metros saw weak employment growth compared to their counterparts

L00% Change in employment by component, 1980-2009
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EMPLOYMENT GROWTH CONTINUED ECONOMIC PERFORMANCE

Most of Michigan’s metro areas grew more slowly than the metro average because they inherited an industrial composition disproportionately
composed of slower-growing industries and because, on average, those industries grew more slowly than the same industries did nationally.
In Flint, for example, absent other factors, employment would have declined by 12.7 percent between 1980 and 2009 because nationally, the
industries it specialized in actually shrank over those years. However, Flint lost jobs in those poor performing industries in which it specialized
faster than other metros due to a deficit in the competitiveness of its existing local industries. In Detroit, employment would have grown by a
modest 7.5 percent based on industry factors alone, a comparatively healthy pace. But a large deficit in local competitiveness, captured in the
“local factors” measure, meant Detroit’s employment grew by only 4.6 percent between 1980 and 2009. As the authors of one recent Brookings
report put it, these industrial metros were placed on a slow horse and they rode it poorly. (Source: Brookings analysis of Moody's Analytics data.)

Local competitive factors held back employment growth in most Michigan metros
Employment change by component, 1980-2009

Expected change

Employment, Change, Change due to Change due to absent local

Metropolitan Area 2009 1980 to 2009 industry factors local factors factors

All Metro Areas 116,084,310 44.7% 2.7% 2.3% 42.4%

100 Largest Metros 91,060,460 44.6% 4.8% 0.1% 44.5%

— | Detroit 1,755,370 4.6% 7.5% -42.7% 47.3%

= Grand Rapids 367,920 52.8% -5.2% 18.2% 34.5%

; St. Louis, MO-IL 1,331,400 28.4% 4.0% -15.3% 43.7%
E Cleveland, OH 1,013,050 3.1% -1.1% -35.6% 38.7%

= Milwaukee, WI 822,130 20.2% -1.1% -18.4% 38.6%

_' Indianapolis, IN 886,780 64.8% 1.2% 23.9% 40.9%
23 Nashville, TN 746,740 87.8% -8.4% 56.4% 31.3%

Pittsburgh, PA 1,136,850 8.1% 5.1% -36.8% 44.9%

* These findings make use of shift-share analysis, a technique of regional economics. Shift-share analysis breaks change in employment down into three components: 1) a “national growth” component representing
the change in employment that would have occurred in a metropolitan area if employment in all its industries had grown at the overall national employment growth rate; 2) an “industry share” or “industry factors”
component representing the difference between the change in employment that would have occurred in the metropolitan area if all the area’s industries had grown at their respective national rates and the national
growth component; and 3) a “competitive shift” or “local factors” component representing the difference between the actual employment change and the sum of the national growth and industry share components.
Results of a shift-share analysis are sensitive to the beginning and ending years of the analysis and to the level of industry aggregation chosen. We conduct all analysis at the NAICS three-digit level as modified by
Moody’s Analytics and our period of analysis is 1980-2009.
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OUTPUT GROWTH ECONOMIC PERFORMANCE

Output, or gross metropolitan product (GMP), is the total value of goods and services produced in a metropolitan area, providing a sense of the
absolute size of the economy. Like employment, two factors account for the differences among output growth rates in metropolitan areas. First,
industries grow at different rates. A metropolitan area dominated by slow-growing industries will typically see slower output growth than a metro-
politan area with more fast-growing industries. “Change due to industry factors” captures the change in output that would have occurred in a
metropolitan area if the area’s industries had grown at their respective national rates (minus the overall national growth rate). Second, metropoli-
tan areas have different internal competitive strengths. For example, the same industry can expand production in one metropolitan area, but not
another; or a new industry can spring up in one metropolitan area, but not another. “Change due to local factors” captures how much these local
competitive factors have hindered or accelerated output growth. (Source: Brookings analysis of Moody's Analytics data.)

Output in many Michigan metros grew more slowly than in peers
Change in real output, 1980-2009
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OUTPUT GROWTH CONTINUED ECONOMIC PERFORMANCE

As was the case with employment growth, output growth in Michigan metros trailed the nation’s metropolitan average between 1980 and 2009.
This was again due to a dependence on slower growing industries and a deficit in local competitiveness. Holland and Monroe were the only
Michigan metros that did beat the U.S. metropolitan average, and this was due to their superior local competitiveness. Holland’s local competi-
tiveness factors added 76 points to its growth rate. In Grand Rapids, where both industry and local factors were a modest drag on metropolitan
output growth, local output grew faster than in other Michigan metros largely due to the expansion of the national economy. (Source: Brookings
analysis of Moody's Analytics data.)

Few of Michigan’s metropolitan areas outperformed the U.S. metro average
Real output change by component, 1980-2009

Expected change

Output, 2009 Real change, Change due to Change due to absent local

Metropolitan Area (in $1,000,000s) 1980 to 2009 industry factors local factors factors

All Metro Areas 11,315,970 126.0% -1.7% 3.6% 122.4%
100 Largest Metros 9,219,093 128.1% 1.3% 2.5% 125.6%

— | Detroit 160,133 35.7% 0.9% -87.4% 123.1%
= Grand Rapids 31,371 111.3% -3.8% -7.7% 119.0%
; St. Louis, MO-IL 109,755 83.9% 0.4% -39.2% 123.0%
E Cleveland, OH 87,957 53.8% -3.4% -64.6% 118.4%
= Milwaukee, WI 68,601 73.5% -1.1% -47.0% 120.5%
_' Indianapolis, IN 80,982 159.3% -2.8% 40.1% 119.3%
23 Nashville, TN 63,371 209.3% -3.0% 89.9% 119.4%
Pittsburgh, PA 101,533 58.1% -9.3% -54.5% 112.6%

* These findings make use of shift-share analysis, a technique of regional economics. Shift-share analysis breaks change in employment down into three components: 1) a “national growth” component representing
the change in output that would have occurred in a metropolitan area if employment in all its industries had grown at the overall national output growth rate; 2) an “industry share” or “industry factors” component
representing the difference between the change in output that would have occurred in the metropolitan area if all the area’s industries had grown at their respective national rates and the national growth component;
and 3) a “competitive shift” or “local factors” component representing the difference between the actual output change and the sum of the national growth and industry share components. Results of a shift-share
analysis are sensitive to the beginning and ending years of the analysis and to the level of industry aggregation chosen. We conduct all analysis at the NAICS three-digit level as modified by Moody's Analytics and our
period of analysis is 1980-2009.
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PRODUCTIVITY ECONOMIC PERFORMANCE

Paul Krugman famously described productivity growth as “the single most important factor affecting our well-being.” It is the foundation of
economic development: recombining inputs, leveraging innovations, and growing the stock of knowledge to produce more value out of scarce
resources, increasing living standards. Gross metropolitan product (GMP) per job is one of the most basic measures of productivity. Overall
change in GMP per job within a metropolitan area reflects two changes. First, it reflects the aggregate increase in GMP per job within the metro-
politan economy. Second, it reflects changes in the number of jobs in individual industries. The productivity of the workforce in most Michigan
metros rivals or exceeds that of their peers. (Source: Brookings analysis of Moody's Analytics data. )

Michigan metros tend to be more productive than their counterparts
Annual output per job, 2009
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PRODUCTIVIW CONTINUED ECONOMIC PERFORMANCE

Because productivity varies among industries, shifts out of more productive industries and into less productive ones will lead to lower aggregate
productivity growth. Productivity change due to industry shifts is shown below. If overall change is less than “expected change absent industry
shifts,” this indicates that a metropolitan economy has shifted jobs from more productive industries to less productive industries.

In Michigan’s larger metropolitan areas, like Detroit and Grand Rapids, shifts out of more productive work and into less productive work,
like food service and health care, have led to less real productivity growth than the growth that would have been possible had the industrial com-
position of those metros’ economies remained the same from 1980 to 2009. In most small Michigan metros, the opposite was true: productivity
would have declined had those metros not shifted their employment into more productive industries, like manufacturing or utilities. In both
large and small Michigan metros, productivity growth was often more modest than it was for peer metros. (Source: Brookings analysis of Moody's

Analytics data.)

Productivity grew slowly in large Michigan metros as they shifted away from higher value-added work
Change in real output per job, 1980-2009
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WAGES ECONOMIC PERFORMANCE

Average wages account for the total real dollar amount of salary, wages, and tips paid per employee annually. Wages and average wage growth
measure the ability of a metropolitan economy to secure a high and rising standard of living for its residents. Wages reflect back on worker
productivity and the market value of their skills. High wages relative to costs of living also attract talent. Wage levels in Michigan’s metros tend
to rival or exceed those in their peers, reflecting the premium that higher worker productivity earns, and the higher-value added industries in
which many of Michigan’s metros specialize. (Source: Brookings analysis of Moody's Analytics data.)

Wages in Michigan’s metros rival peers and exceed those in many aspirational metros
Average annual wage, 2009
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WAGES CONTINUED ECONOMIC PERFORMANCE

Wage growth in Michigan metros did not keep pace with the U.S. metropolitan average or with the growth seen in peer metropolitan areas over
the 30-year period from 1980 to 2009. In fact, in many of Michigan’s metropolitan areas, real wages actually declined over the period. In Flint,
Saginaw, Muskegon, Battle Creek, and Bay City, workers in 2009 were paid, on average, less in inflation-adjusted dollars than they were in 1980,
reflecting a decline in the quality of jobs available to most workers and a static or declining quality of life. This was not the case for the majority
of these metros’ peers. (Source: Brookings analysis of Moody's Analytics data. )

Wage growth in Michigan’s metros has not kept pace with other metros
Average real wage growth, 1980-2009
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INDUSTRY SPECIALIZATION

ECONOMIC PERFORMANCE

Some metropolitan areas are more specialized than others, but all earn their income from two sources: traded activities with other regions, such
as selling machinery, raw materials, or financial services, and non-traded activities or exchange within the region, such as local government,
daycares, and dry-cleaning. Traded sectors chiefly drive growth and development, although important competitive advantages can stem from
unique, originally regional activities. Presented below are the three industry sectors (three-digit NAICS-code level) in which each metropolitan
area is most specialized. The degree of specialization is measured as the local industry’s share of employment relative to that industry’s share of
national employment. For definitions of industry sectors visit: http://www.census.gov/cgi-bin/sssd/naics/naicsrch?chart=2007. (Source: Brookings
analysis of Moody's Analytics data.)

Michigan’s metros tend to specialize in manufacturing and advanced services
Top three industry specializations by metro

Metropolitan Industry employment as a Metropolitan Industry employment as a
Area Industry name (NAICS code) share of U.S. average Area Industry name (NAICS code) share of U.S. average
Transportation Equipment 432.3% Electrical Equipment (335) 488.7%
Detroit. MI Manufacturing (336) Milwaukee Leather and Allied Product 368.5%
? Air Transportation (481) 191.8% WII waukee, Manufacturing (316) oD%
Machinery Manufacturing (333) 185.3% Printing and Related Support Activities 350.9%
Z . 0
Leather and Allied Product 785.99 (323)
Manufacturing (316) o Chemical Manufacturing (325) 295.9%
Grand Furniture and Related Product 579.59 i&dlanapOhS’ Couriers and Messengers (492) 272.8%
Rapids, M1 Manufacturing (337) Warehousing and Storage (493) 238.6%
" ngstf. Ma;ag?men(tszr; 308.0% Leather and Allied Product 1180
At ONgOCIvICSS Manufacturing (316) '

Data Processing (518) 224.4% Nashville, TN Motion Picture and Sound Recording 269.8%
. Management of Companies and Industries (512) o

St. Louis, & E p,_ . (551) 209.6%
MO-1L nterprises Data Processing (518) 236.9%
Lcathgﬁ:if?ﬂtﬁ:nz?glllgg 199.9% Primary Metal Manufacturing (331) 381.2%
- ; ) Petroleum and Coal Products "
Primary Metal Manufacturing (331) 298.7% Pittsburgh, PA Manufacturing (324) 237.5%
gllleveland, Pabrij\c/[atedfl}ﬂetal' Pm;h;;t 267.1% Transit and Ground Passenger 217 7%

anufacturing (332) Transportation (485) '
Electrical Equipment (335) 222.2%
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ENTREPRENEURSHIP ECONOMIC PERFORMANCE

The metric presented below measures the number of new businesses established in a year relative to the size of the regional economy and is
meant to capture the presence of high-impact entrepreneurship. High-impact firms or “gazelles” account for the most lasting impact on regional
employment and economic growth. These firms exist in all industries and generally continue to grow in recessions. They are generally younger
and smaller than other firms in an economy, but are not necessarily considered start-ups (which is all we are able to measure here). Mid-size
establishments are defined by the Small Business Administration as those employing 20-499 persons. (Source: Bureau of Economic Analysis Local
Area Personal Income and Employment.)

Some Michigan metros trail their counterparts in attracting new business
Births of mid-sized®, or “high impact,” start-ups, 2006

Mid-size establishment births Mid-size establishment births

Mid-size establishment births as a percentage of as a percentage of

Metropolitan Area per 10,000 employees total establishments total establishment births
United States N/A N/A N/A

All Metro Areas 10.4 1.85% 13.7%
100 Largest Metros 9.9 1.10% 13.1%

= | Detroit 8.5 1.65% 13.7%
= Grand Rapids 8.9 1.84% 17.3%
; St. Louis, MO-IL 11.0 2.12% 16.9%
= Cleveland, OH 8.1 1.55% 14.4%
= Milwaukee, WI 7.7 1.66% 14.9%
_' Indianapolis, IN 11.0 2.27% 16.5%
% | Nashville, TN 114 2.37% 15.8%
Pittsburgh, PA 8.2 1.54% 15.1%

* Mid-size start-ups are defined as new establishments founded in the preceding 12 months with between 20 and 499 employees
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ENTREPRENEURSHIP conrivuep

ECONOMIC PERFORMANCE

The metrics presented below capture some harder to define, more dynamic elements of the regional economy, such as the rate at which re-
sources are redeployed and how flexible the economy might be. The measure of firm births and deaths is the most influential factor affecting
employment growth and is also correlated with output growth, per capita income growth, and productivity, and therefore highly correlated with
economic growth in general. A higher rate of establishment births and deaths relative to the total number of establishments is indicative of a
more rapidly-changing and therefore a more dynamic economy. A ratio of establishment births to deaths that is above 1.0 indicates more estab-
lishments are entering the economy than exiting it. Note that firm contractions and expansions are weighted equally “positive” in the first metric
below and should be considered together with the ratio of births and deaths to get one dimension of overall business expansion or contraction.

(Source: Small Business Administration.)

The established economies of Michigan’s large metros are fairly static
Birth and death dynamics in business establishments, 2007

Establishment births and
deaths as a percentage of

Employment turnover from
business churning as a

Ratio of establishment

Metropolitan Area total establishments percentage of total employment births to deaths
United States 24.5% 11.6% 1.20

All Metro Areas 24.7% 11.6% 1.21

100 Largest Metros 25.5% 12.1% 1.20

= | Detroit 24.2% 12.4% 1.00
= Grand Rapids 20.8% 8.9% 1.04
; St. Louis, MO-IL 23.3% 10.5% 1.18
= Cleveland, OH 21.3% 9.9% 1.02
= Milwaukee, WI 21.1% 9.3% 1.11
~ | Indianapolis, IN 24.9% 10.6% 1.24
% | Nashville, TN 26.0% 12.5% 1.37
Pittsburgh, PA 20.1% 10.4% 1.03
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ENTREPRENEURSHIP conrivuep

ECONOMIC PERFORMANCE

The Small Business Administration (SBA) provides loans to small businesses through a number of lending programs. Two of its biggest, the 7(a)
and 504 programs account for a large portion of the SBA’s total lending. The 7(a) loan program provides loan guarantees for general business
purposes through commercial lending institutions. The 504 loan program offers longer-term financing for the acquisition of fixed assets, such
as equipment or real estate. Businesses in Michigan’s metros do not tend to take as great an advantage of SBA financing as many of their peers.
According to SRI international, the state is one of the largest recipients in the number of SBA loan guarantees. However, Michigan metros tend
to receive relatively less financing when the size of their economies are taken into account. (Source: Small Business Administration.)

Michigan’s large metros trail their peers in attracting business investment

Value of SBA-insured loans to businesses, 2010

Total value of SBA

Total value of

Total value of

Number of SBA loans loans per $1,000 7(a) SBA loans per 504 SBA loans per

Metropolitan Area received by businesses of GMP $1,000 of GMP $1,000 of GMP
United States 18,376 0.35 0.18 0.07

All Metro Areas 15,486 0.40 0.20 0.08

100 Largest Metros 12,179 0.39 0.15 0.06

— | Detroit 202 0.19 0.03 0.16
= Grand Rapids 47 0.19 0.07 0.11
; St. Louis, MO-IL 138 0.25 0.04 0.20
= Cleveland, OH 148 0.22 0.05 0.17
= Milwaukee, WI 154 0.42 0.11 0.31
~ | Indianapolis, IN 130 0.39 0.07 0.30
% | Nashville, TN 386 0.82 0.00 0.09
Pittsburgh, PA 91 0.18 0.04 0.12
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SOCIETY

Michigan’s residents are the drivers — and the beneficiaries — of
the next economy that is taking root in its urban and metropoli-

tan areas. State and metropolitan leaders must respond to the

opportunities presented by new immigrants and a pipeline of col-

lege graduates, and the challenges presented by gaps in educa-

tional attainment, poverty and income inequality.

As Brookings™ State of Metropolitan America report,
from which most of the data in this section is taken,
states bluntly, “We now stand on the precipice of a ‘de-
cade of reckoning.” Even as states and metropolitan
areas dig out from the economic roller-coaster of the
2000s, they also have to address closely related demo-
graphic issues such as aging populations, unfilled la-
bor market needs, the challenges of low-skilled work-
ers, and a saddening legacy of mistrust and friction
between people of different backgrounds and races.
Most of Michigan’s metropolitan areas fit the pro-
file of “Industrial Cores” as defined by the State of Met-

ropolitan America report: “Industrial cores are in some

ways the most demographically disadvantaged of the
metropolitan types... Their populations are slower-
growing, less diverse, and less educated than national
averages, and significantly older than the large metro-
politan average. A remaining industrial base combined
with lack of diverse in-migration to these metro areas
has kept educational and wage inequalities in check.”

The task ahead for Michiganders in the public,
private, and philanthropic sectors, and across cities
and suburbs, is to overcome that demographic disad-
vantage. The people of Michigan helped invent the
20th century American dream. What is their contri-
bution to the 21st century?
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POPULATION GROWTH SOCIETY

Population growth does not by itself define a metropolitan area’s health. Nevertheless, the fact that people “vote with their feet” makes popula-
tion change an indicator of a place’s opportunities and amenities. In general, large U.S. metropolitan areas grew faster than other places during
the 2000s, and the decades-long shift of population to the West and South from the Northeast and Michigan and its Midwestern neighbors
continued. Two key trends at the end of the decade — the housing crisis and the difficulties of U.S. automakers — combined to accelerate popula-
tion loss in some metropolitan areas, such as Detroit. But housing’s uneven recovery may slow the movement of people from the industrial heart-
land to the Sunbelt. Six of Michigan's metropolitan areas, including Detroit, Flint, and Saginaw, lost residents during the 2000s, while eight,
including Lansing, Ann Arbor, Grand Rapids, and Holland grew. (Source: Census Population Estimates.)

Out-migration led to negative population growth in metro Detroit

Population change by component, 2000-2009
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POPULATION GROWTH CONTINUED SOCIETY

Racial and ethnic minorities accounted for over 80 percent of U.S. population growth from 2000 to 2009, while the growth among whites was
much slower. The dispersal of Hispanic and Asian residents away from their traditional immigration gateways drove large gains in Hispanic and
Asian populations in parts of the Southeast and the Midwest (for example, Nashville, Indianapolis, Champagne, Knoxville, and Danville).
Michigan’s metros tended to see more modest percentage gains in Hispanic and Asian residents, and very small gains or outright losses in white
population. Most Michigan metros lost black residents. (Sources: Census 2000; American Community Survey 1-year Estimates, 2009.)

Minorities accounted for much of the population growth in Michigan’s metros
Percent population growth by race and ethnicity, 2000-2009
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RACE AND ETHNICITY SOCIETY

Older industrial metropolitan areas, including many of Michigan’s metropolitan areas and their peer metropolitan areas, tend to be less racially
diverse than fast-growing parts of the country. Immigrants, particularly Latin American and Asian immigrants, have historically tended to
concentrate in a few “gateway” metropolitan areas such as Los Angeles, New York, and Chicago, although there was some movement away from
these traditional hubs in the 2000s. (Sources: Census 2000; American Community Survey 1-year Estimates, 2009.)

Metro Detroit is more diverse than many of its peers
Share of total population by race and ethnicity, 2009
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IMMIGRATION

SOCIETY

High levels of immigration during the 2000s increased the nation’s foreign-born population to 38.5 million, or about one in eight Americans, as of
2009. This foreign-born population concentrates disproportionately in large US metropolitan areas — 85 percent live in the largest 100 metros (a
category that includes Detroit and Grand Rapids). Indeed, the Detroit metropolitan area has twice as many foreign-born residents as the rest of
Michigan’s metropolitan areas combined. Industrial metropolitan areas of the Midwest were very attractive to European immigrants in the early
20th century, when German, Polish, Dutch, and Irish workers helped fill factories and build communities. In recent decades both the origins
and destinations of immigrants have changed, with the vast majority (80 percent) coming from Asia, Mexico, Latin America and the Caribbbean,
and settling in Sunbelt and Southeast metropolitan areas. (Sources: Census 2000; American Community Survey 1-year Estimates, 2009. )

Immigrant communities are large and growing in Michigan’s large metros
Population and population growth among immigrants

Total foreign born

Percent of population
that is foreign born,

Change in foreign born

Metropolitan Area population, 2009 2009 population, 2000 to 2009
United States 38,517,234 12.5% 23.8%

All Metro Areas 36,689,513 14.3% 23.6%

100 Largest Metros 32,869,854 16.3% 23.0%

— | Detroit 393,499 8.9% 16.7%
= Grand Rapids 48,723 6.3% 21.2%
| St. Louis, MO-IL 113,742 4.0% 39.5%
E Cleveland, OH 116,192 5.6% 2.8%
= Milwaukee, WI 107,640 6.9% 32.0%
~ | Indianapolis, IN 101,281 5.8% 90.0%
% | Nashville, TN 113,418 7.2% 93.7%
Pittsburgh, PA 70,918 3.0% 13.0%
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IMMIGRATION conrinuep SOCIETY

According to a recent Brookings paper by Matthew Hall, Audrey Singer, and others, “The share of working-age immigrants in the United States
who have a bachelor’s degree has risen considerably since 1980, and now exceeds the share without a high school diploma.” This rise in immi-
grant educational levels was pronounced in the last decade because of labor market shifts that created more demand for high-skilled workers
regardless of where they were born, and because of the rise in international students. Detroit, according to Hall and Singer, has 144 college-

educated immigrants for every 100 immigrants without a high school diploma. Describing metropolitan areas like Detroit, Hall and Singer write,
“Immigrants in these metropolitan areas tilt toward high-skill because they blend earlier arriving cohorts who have had time to complete higher
education with newcomers entering who can fit into the labor market because of their high educational attainment. Several of the cities in these
metropolitan areas also campaign to attract and retain immigrants, signaling appreciation for the small number of high-skilled immigrants they
do have.” (Source: American Community Survey 1-year Estimates, 2009.)

Immigrants tend to be higher-skilled in many Michigan metros than in peer metros
Immigrant and total educational attainment, 2009
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EDUCATIONAL ATTAINMENT BY RACE SOCIETY

In an analysis of educational attainment among different racial groups, The State of Metropolitan America report identifies some trends that chal-
lenge metropolitan areas like many of those in Michigan. First, among the largest U.S. metropolitan areas, “[those] with higher levels of college
degree attainment in the first place have tended to make greater gains than those starting out with lower levels.” Many Michigan metropolitan
areas started with low levels of educational attainment because their economies once offered solidly middle-class jobs to workers with only a
high school diploma. This was once a blessing, but now it is a challenge. Second, white and Asian adults far outpace black and Hispanic adults
in terms of college degree attainment across the country, but those differences tend to be especially pronounced, for blacks, in manufacturing
areas in the Midwest (and South). These disparities in educational attainment are reflected in disparities in employment rates. College-

educated workers have faced a much more hospitable labor market than those with only a high school diploma, even before the recession.
(Source: American Community Survey 1-year Estimates, 2009. )

Michigan metros’ achievement gap is wide but not as severe as in many places
Highest educational attainment level of population by race, 2009
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HOUSEHOLD INCOME SOCIETY

Income and poverty levels reflect the ability of residents to provide for themselves and their families, their capacity to support neighborhood
businesses, and their prospects for building assets for the future. A city that is able to attract and retain a mix of household incomes may be well
positioned to offer high-quality public services that meet the demands of its residents and workers. High levels of poverty—especially concen-
trated poverty—among residents, on the other hand, may constrain the city’s ability to provide good schools, safe streets, and affordable neigh-

borhoods of choice for families at all income levels.

White household median income in the US in 2009 was $54,941, and among Asian households median income was $68,944. Black house-
hold median income was $33,565, and Hispanic household median income was $39,922. (Sources: Census 2000; American Community Survey
-year Estimates, 2009.)

Despite high wages, Michigan metros’ household income is often lower than the average
Median household income, 2009
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HOUSEHOLD INCOME continueD SOCIETY

Even before the Great Recession, median household income was falling in the United States, and the relative size of the middle-class was shrink-
ing. Michigan’s metropolitan areas saw much greater declines in median household income than the U.S. as a whole between 2000 and 2009,
and the major racial and ethnic groups in Michigan's metropolitan areas lost a greater percentage in terms of median income than corresponding
racial and ethnic groups in the nation at large. (Sources: Census 2000; American Community Survey 1-year Estimates, 2009.)

Real incomes fell faster in Michigan metros than in many of their peer metros

Change in median household income, 2000-2009
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POVERTY SOCIETY

At the most basic level, poverty results in lower standards of living. However, there are other, less direct effects that are even more troubling. For
instance, poverty is highly correlated with low levels of education, and can thus trap individuals and households for generations, lowering socio-
economic mobility through lack of opportunity. The failure to combat the causes of poverty is also fiscally unsound; if those problems are not
eradicated, state and local governments face smaller tax bases as well as higher outlays to support their populations. Poverty rates were well
above the U.S. metro average in 2009 in all of Michigan’s metros except Holland and Jackson. In metro Detroit and Grand Rapids, metros for
which poverty by race data are available, poverty rates varied greatly between whites and minorities. In Grand rapids, over 40 percent of the black
population was in poverty, a greater share than in any of that metro’s peer or aspirational metros. (Source: American Community Survey 1-year
Estimates, 2009.)

Poverty rates are higher and more disparate among Michigan metros than in many peer metros
Poverty rate, 2009
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POVE RTY CONTINUED SOCIETY

Rising poverty rates contribute greatly to the increasing divisions in American society that, as discussed on the previous page, have myriad harm-
ful impacts. Trends in poverty's prevalence can also be a leading indicator of an area's economic future; as poor citizens generally receive less
schooling and fewer opportunities, their earning potential is lower than their peers, as their adaptability to the new jobs of the next economy is
limited. Thus, the increases seen in recent decades should be worrisome to policymakers in the long run as well as at present, as the growth and
success of their economies can be put at risk.

As State of Metropolitan America says, “Many of the greatest increases in poverty were concentrated in Midwestern metro areas like Grand
Rapids [among others]." Indeed, poverty increased in all of Michigan’s metropolitan areas and at a faster pace than most of their peers in many
cases. In metro Detroit and Grand Rapids, where poverty data are available by race, we see poverty increased most rapidly among minorities.
The same was true of their peers, though rate increases tended to be less drastic in peer and aspirational metros for the most part. (Source: Ameri-
can Community Survey 1-year Estimates, 2009.)

Poverty increased rapidly in Michigan metros, especially among minority populations
Change in poverty rate, percentage point difference, 2000—2009
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INCOME INEQUALITY SoCIETY

Income disparities across America have been rising for several decades. As Tara Watson writes in a recent Brookings report, “This growing gap
between the incomes of the rich and the poor has raised concerns about inequitable distribution of the benefits of economic growth, declining
social cohesion, growing disparities in political influence between the rich and the poor, declining public support for public services on which
low and moderate-income people rely, inadequate investment in human capital, and declining affordability of housing for poor and middle-
income households.” (Source: American Community Survey 1-year Estimates, 2009.)

Economic outcomes are far less equal in Michigan metros than the U.S. metro average
Income inequality™, as compared to national average, 2009
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* A metros degree of income inequality is determined by its Gini coefficient as calculated by the U.S. Census Bureau. A Gini coefficient is the most commonly used measure of inequality and varies between 0, which
indicates complete equality, and 1, which indicates complete inequality (meaning one person or household receives all the available income and all others have no income). What's shown above is the difference
between a metro's Gini coefficient and the national Gini coefficient. If the metro's Gini coefficient is greater than the nation's, the difference is negative and the metro is considered "less equitable". If the metro's
Gini coefficient is less than the nation's, the difference is positive and the metro is considered to be "more equitable".
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