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Introduction

This report provides a fact-based assessment of Michigan’s economic competitiveness

relative to other states and nations. It is used by Business Leaders for Michigan to help

develop strategies and recommendations for making Michigan a “Top Ten” state for job
and economic growth, such as those contained in the Michigan Turnaround Plan.

Comparisons are made of Michigan’s performance with other states on key output (e.g.,

GDP growth) and input (e.g., labor cost) metrics. A set of “traditional,” “new economy,”
“global,” and “Top Ten” benchmark states and/or nations were used to provide multiple

reference points to evaluate Michigan’s performance. While the intent of this report is not

to make recommendations, general conclusions are outlined.

Research for the 2011 Economic Competitiveness Benchmarking Report was conducted
by Business Leaders for Michigan staff with assistance from McKinsey & Company, a
global management consulting firm that is an advisor to the world’s leading corporations,
governments and institutions; and the Anderson Economic Group, a research and
consulting firm with expertise in economics, public policy, finance, and industry analysis.
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Key Findings

Michigan’s economic performance has started to show modest improvement in GDP and per

capita income growth

— However, Michigan’s recovery is shallow and the long-term trend of growing less than the national
average continues

Michigan’s cost-value proposition remains weak

— The cost of doing business in Michigan continues to remain above the national average, driven by
corporate taxes and labor costs which are ranked 48" and 43" worst in the nation, respectively

— There is insufficient value to offset above average costs as Michigan scores average to below
average on most other business location factors, such as economic development efforts,
regulatory environment and infrastructure

Michigan’s innovation & entrepreneurial environment has strong assets that continue to be
underleveraged compared to new economy peers

— University R & D, industry R & D and the high skill talent base are among the best in the nation
— But, venture capital investment and the number of high growth companies remains relatively low

Michigan has strong quality of life assets, yet negative attributes detract

— Michigan has an average cost of living, excellent recreation access and access to many amenities

— However, below average student test scores, a relatively high crime rate in some major cities and
negative image detracts from leveraging these assets

||| BUSINESS LEADERS FOR
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Methodology

Michigan’s performance on economic output and input metrics is compared
to selected traditional and new economy peers and the “Top Ten” states

Benchmark metrics were Peers were selected based on “Top Ten” states were selected based
disaggregated in an input-output traditional, new economy, and on average ranking on 3 key job and
method. global competitors economic growth indicators (2001-2010)

Traditional Benchmarks Key Indicators of Job and Economic
Growth

~+

Output

Cost of Doing Bus. Alabama Indiana

CEO Perceptions Georgia Ohio Per Capita Per Capita

Income Income

Taxes lllinois Tennessee

Employ. Labor Costs New Economy Benchmarks

Employment
Growth

GDP

income_g
Empioy. g
-

Incentives California North Carolina

Talent Colorado Texas
Changes in R&D Investment Mass. Virginia
input and
output Venture Capital Global Benchmarks “Top Ten” 2
compared Entrep. Activit Brazil India Kansas South Dakota
Costof Livinc Maryland
states
Crime Rate North Dakota
1 Per Capita Income Level adjusted for Cost of Living
'l SO 2 “Top Ten” comprised of states with highest average rankings across Per Capita GDP Growth, Per Capita
MICHIGAN Income Level (adjusted for Cost of Living), and Employment Growth. See slide 8 6
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Methodology

Michigan’s performance on input and output metrics is tracked over time
and against the average performance of “Top Ten” states

A 10 -year (2001-2010) time-series helped Trending symbols track Michigan’s
discern which input benchmark drove performance over time and against the
outputs “Top Ten” states
Time-series cube Trend Against Past Performance
* i i Improving
10-_year time series .
(2001-10) <::> Holding
Declining
® P>
Benchmarks

Trend Against “Top Ten” Average

At or better than “Top Ten”

Benchmark states Average

Average

- Below “Top Ten”

Estimate correlation between input metric
changes and resulting in an output change
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Methodology

“Top Ten” States

Over the last ten years, these states averaged the highest ranking across three

basic indicators of job and economic growth: per capita GDP growth, per capita
personal income level (adjusted for cost of living) and employment growth

“Top Ten” States for Job and Economic Growth (2001-2010)
Per Capita _———
Per Capita GDP Personal Employment : Avg. :
State Growth Income Levell Growth | Rank 1
1 North Dakota 1 12 11 L8
2 Wyoming 27 1 2 10
3 Virginia 10 3 18 1 10 :
4 South Dakota 3 15 17 12
5 Maryland 7 20 16 1 14 1
6 Texas 33 7 4 NG |
7 Nebraska 11 5 30 15 1
8 Washington 23 11 14 I 16 :
9 Montana 4 39 7 : 17 1
10 Kansas 13 9 36 1 19 |
50 Michigan 49 32 50 L 44
1 Per Capita Income Level adjusted for Cost of Living
'll?\U/Trésme;\Fﬁ SOURCE: Eggeaou (_J:; EDc;or;Tgwic Anz'alysis; Moody’s Econo'my.c?m; uU.S. Cen_sus Bureau, C2ER; Missouri Department of
nomi velopment; Bureau of Labor Statistics; team analysis 8
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Output Metrics

Output metrics focus on areas indicative of strong economic performance

Per Capita Per Capita
GDP Income

Growth

Employment Population

||| sssssssssssss
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Output

Improving

Per Capita GDP

Below “Top Ten” Avg.

Michigan per capita GDP growth was positive in 2010, trailing the average growth of
“Top Ten” states by less than a percentage point

Per Capita Gross Domestic Product Growth
Percent 2009-10
State 2001-10 CAGR 2008-09 2009-10 Rank
"Top Ten" ! 1.74 -3.40 3.68
___________ MI__-024ff __ -532 W29 21 = Among
VA 1.56 425 7 peers, only
AL 1.34 3.02 18 Virginia,
P ca 1.30 268 27 ohio. and
e MA 1.04 221 39 Alab !
TN 0.88 2.28 38 abama
E L 0.77 2.45 30 saw
X 0.77 2.55 ;2 greater per
R IN 2.72 capita
20
S OH 3.06 44 GDP
CO 2.44 45 growth last
NC 2.44 49 year
GA -0.73 -0.26
'lIBUSINESSmem 1 “Top Ten” states for_job and .economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: Bureau of Economic Analysis; Moody’'s Economy.com; U.S. Census Bureau; team analysis 10
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Output

Per Capita Income A e ton v

Per capita personal income growth was positive in 2010 and more than triple the
average growth rate of “Top Ten” states

Per Capita Personal Income Growth
Percent 2009-10
State 2001-10 CAGR 2008-09 2009-10 Rank
"Top Ten" ! -2.15
_______ ML .
X
AL
P va = Only Georgia
e MA and
IL Massachusetts
E TN exceeded
CA Michigan in
R NC per capita
IN income growth
S oH in 2009-2010
GA
CO
'lIBUSINESSmem 1 “Top Ten” states forjob and .economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: Bureau of Economic Analysis; U.S. Census Bureau; team analysis
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Output

Em ployment “ ;Z:S\inrl]%Top Ten” Avg.

Michigan’s 2010 unemployment rate was almost twice the average of “Top Ten”

states and led the nation for most of the year

Unemployment Rate
Percent

State 2001-10 Avg. 2009

P
= Most of

E c ,
Michigan’s

E peers are also
struggling with

R prolonged
periods of high

S unemployment

'lIBUSINESSmem 1  ““Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: Bureau of Labor Statistics; Moody’s Economy.com; team analysis 12
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Output

Population

. Declining
Below “Top Ten” Avg.

While Michigan’s population experienced negative growth last year and over the

decade, it remains one of the ten most populous states

Population Growth
Percent 2009-10
State 2001-10 CAGR 2008-09 2009-10  Rank
"Top Ten" ! 0.95 1.24 1.02
___________ MI_-0O074 _-034% 026§ S0
GA 1.95 1.48 1.94 2
TX 1.89 1.87 1.84 4
P Ne 1.66 1.72 140 6 " Whereas
= CO 1.56 1.73 137 8 Michigan
VA 1.15 1.46 112 13 has been
E TN 1.11 1.31 0.92 20 losing
CA 0.89 0.56 111 14 population,
R AL 0.68 1.00 0.73 24 peers have
< IN 0.60 0.73 0.64 ;g been
IL 0.64 .
MA 1.47 0.55 33 gaihing
OH 0.49 47
'lIBUSINESSmem 1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: U.S. Census Bureau; Moody’'s Economy.com; team analysis

13
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Output

Conclusions

Michigan’s future growth rates will have significant economic implications for its

citizens
Having the worst state
Michigan GDP per capita performance in next 10
Dollars (Jun 2009 chained), 2001-20 years would mean ...
50,000
1
Best state 46,618
45,000 F —— = WWorst state
Gap of $16,895
40,000 r Forecasts in GDP per
person vs. best
2010 35000 performing state
Per Capita ’ | - e ——
- == =1 29,723
$31,982 0F Actua! Mlchlgar? performlance | | | | | |
2000 2002 2004 2006 2008 2010 | 2012 2014 2016 2018 2020
Employment
Millions, 2001-20
70 1
Best state 2
6.5 6.51
= == Worst state 1.98 Million
6.0 r fewer Michigan
Forecasts g
55 | people working
2009
Emp T vs. best
506 'Million : T e— - performing state
' 5 | Actual Michigan performance T T 4453
4.0 T T T T T T T T T
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

1 Michigan’s projected per capita GDP performance over the next ten years if the growth rate is equal to that of the best state over the
last ten years (ND) or the worst state (SD)
2 Michigan’s projected employment growth over the next ten years if the growth rate is equal to that of the best state over the last ten
years (NV) or the worst state (Ml)

SOURCE: Bureau of Labor Statistics; Bureau of Economic Analysis; Moody’s Economy.com; team analysis
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Input Metrics

COST

* Total Costs

« CEO
Perceptions

» Taxes
* Labor
* Incentives
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Input

Cost: Total Costs b Dectinine

Below “Top Ten” Avg.
On average businesses pay 11% more to be in Michigan than in “Top Ten” states

Cost of Doing Business!?
Index, US average = 100
2008
State 2001-2008 Avg. 2007 2008 Rank?
"Top Ten" 3 92 93
_______ ML . 102 . 103 .38 __
NC 2
TN 90 9
PN 89 91 11 = Among peers,
e VA 94 97 25 only California
AL 93 o5 19 and
E GA 96 99 30 Massachusetts
X 98 98 27 have a higher
R OH 96 98 27 cost of doing
IL 99 102 36 business
S co 100 102 36
CA 117 10 *3
MA 119 122 49

1 Consists of 75% labor costs, 15% energy, 10% state/local taxes
2 States with the same score received the same rank
| ?\U/{TESQETERXONR 3 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
SOURCE:North American Business Cost Review; Moody's Economy.com 16
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Input

Cost: CEO Perceptions @&

Holding

Below “Top Ten” Avg.

In a national survey, Michigan’s business climate graded average or below in all

categories, ranking as the 3" worst state for business overall for the 31

consecutive year

CEO Survey “2010 Best & Worst States for Business”
“Top Ten”! Michigan
Overall Rank - 48 = Business
""""""""""""""""""""""""""""""""""""""" leader
Taxation, Regulation, B D perceptions
Government, and are negative
Economy overall, and
articularly low
- B* C partietia
Workforce Quality on Michigan’s
economic
Living Environment B* C factors
'llnus.msmmmm 1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: CEO Magazine 2010 Best and Worst States for Business; team analysis 17
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Input

Cost: Corporate Taxes & 2 re

Michigan’s corporate tax climate is a significant factor affecting CEO perceptions

and the cost of doing business in the state

Corporate Tax Climate Scale of 0-10,
Index, US average =5 10 = best
State 2006-11 Avg. 2010
= Michigan’s
corporate
tax
environment
is rated the
lowest
among
peers
1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
2 With recent business tax changes, Michigan’s 2012 ranking is expected to improve from 48% t022" assuming all other states
' ?\”/{'résl_‘ﬁ"(‘}“j{ﬁ remain constant
SOURCE: Tax Foundation 2011 State Business Tax Climate Index, Fiscal Fact Number 262 18
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Input

Cost: All Taxes

Michigan’s competitors provide more favorable business tax climates

Peer States’ Tax Environment Rankings ?gf{lﬁ:@ﬁ;;g;ﬂe

—————————————————— I 1= best

: Business Taxes i Individual Taxes

iCorporate Unemployment Property! Sales  Personal

State I Tax Insurance Tax Tax?! ' Tax Income Tax
AL 1 24 10 9 | 40 18
CA | 33 14 16 1 49 48 -
co , 12 17 15 1 29 16 " Michigan has
GA I 8 22 38 | 23 30 one of the best
IL : 27 41 39 | 39 9 tax
IN 21 12 4 1 20 11 .
MA : 36 49 43 1 24 15 en\{lronments
NC | 925 6 33 : 44 36 for individuals
OH ! 39 11 45 | 35 44 and one of the
™N ;1 35 50 1 47 8 worst for
X 46 15 29 | 37 7 ;
N . 2 %5 | g 17 businesses
miz ! 48 45 32 , 9 12
1 Includes both real and personal property tax in Michigan
2 Rankings do not reflect recent changes to Michigan Unemployment Insurance requirements and changes to Michigan’s
'll }‘\”/i'rgsm"(‘}“j{ﬁ corporate and individual income taxes _
SOURCE: Tax Foundation 2011 State Business Tax Climate Index 19
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Input

Cost: Labor ‘ Declining

Below “Top Ten” Avg.

Labor costs in Michigan are 9% higher than the average of “Top Ten” states

Labor Cost?!
Index, US average = 100
2008
State 2004-2008 Avg. 2007 2008 Rank?
"Top Ten" 3 96 95
_______ Ml .. 106 .. 103 ..

NC 83

TN 93 93
PN 94 91
E X 95 94 = Michigan has

AL 98 98 higher labor
E OH 98 95 costs than

GA 100 99 nearly all peer
R VA 101 98 states

IL 103 102
S co 106 105

CA 107 107

MA 115 112

1 Labor cost is calculated as labor compensation per dollar of output. Labor compensation is measured as wages and salaries per employee while
output is calculated as gross output per employee
|| ST 2 Olates with the same score received the same rank
MICHIGAN 3 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
SOURCE: North American Business Cost Review; Moody's Economy.com 20
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Input

Cost: Incentives 1, Dectining

Over the last six years, the strength of Michigan’s economic development efforts

has gradually declined

Incentives and Economic Development Agencies?
Pollina Corporate Top 10 Pro-Business States
2004-10 state rankings, 1= best rank
Rank 2004 2005 2006 2007 2008 2009 2010

1 M M SC SC NC NC NC = Michigan has been

2 OK  SC VA NC VA VA VA SUFPQSSG? by its

3 NC OK ©OK M SC SC sC traditional peers in
terms of available

4 AL NC NC VA GA GA AL economic

5 MD VA M OK M M MO development

6 KS GA KS WA WA OH GA incentives and

7 SC AL GA NE OK NE OH agency
performance,

9 NE WA WA AL AL MO AR 2005 to out of the

10 GA MD MD AR KS KS LA “Top Ten" in 2010

1 Rankings for all 50 states on incentives and economic development agencies are not available, so benchmarking to the Top Ten was not possible;
tracking only shows Michigan’s performance over time
) 2 Incentive programs evaluated include cash grants, investment and job credits, and property tax abatements, among others. Economic Development
||| m'rgﬁi'gj{ﬁ Agencies evaluated on expansion and retention abilities, among other criteria.

SOURCE: Pollina Corporate Top 10 Pro-Business States for 2010 21
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Input

Cost: Incentives

Economic development incentives continue to play a significant role in site

selection decisions

2010 Top Factors in Slte Selection Decisions = “While incentives were
: : always present in the
S1TEAND IACILITY PLANNING QMHNE : ‘f [\ I L. ‘L O process, they often
were a second-tier item
Site selection factors What Matters Most only serving as the
Site Selection’s annual survey of deal-maker when
b ][ corporate real estate executives locations would
reveals which factors are most impor- . .
Ranking tant to them when making site location effectively be tied as
: m decisions. finalists on the short
B e i 1. Work force skills list. But today, in a
1 Labor comts 910 s d local h ) . 2!
; CRTROoNS 4 3 ':lran::t:)-:tat;o.n mfr:structure economic landscape,
G v e AR ncentives — as a major
b Saindloal ” |:>- uUtility infrastructure component of cost
6 Corporate tax rate 843 ; v :
_— control — have arrived
) ofshlled abor 89 7. Land/building costs and supply .
.: , o 8. State economic development at the top of the list.
WMM strategy
9. Energy svalablity and conts 8l 9. Permitting and regulatory - Area Development Online
structure
Avvabiy of buldep November 2010
10 o L 10. Higher education resources
SOURCE: Area Development Online 25" Annual Corporate Survey, 2010; Site Selection Magazine 2010 Survey; Area
' ?\U/{'NESS LEADERS FOR Development Online, “Tax Incentives Factor Takes Center Stage in Site Decisions,” 2010
ICHIGAN 22
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Input

val u e : Ta Ie nt f ::)Fc)):/zvj‘r']l'ip Ten” Avg.

The number of degrees conferred by Michigan universities is slightly better than the

average of “Top Ten” states

Bachelor’s, Master’s & Doctor’s Degrees Conferred
Per 10,000 of Population
2009
State 2004-09 Avg. 2008 2009 Rank?
"Top Ten" 2
R ML 7 7O 82 - 21

MA 124 129 133 2

CO 17
P L 15 = Among peers,

N 19 only
E AL 26 universities In

VA 29 Massachusetts
: OH 27 confer a
R NC 34 significantly

™ 34 higher number
S ca 37 of degrees

GA 41

X 43

1 States with the same score received the same rank
2 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
'll?\'ﬁ'résm'é“j{ﬁ SOURCE: U.S. Department of Education, National Center for Education Statistics, Integrated Postsecondary
Education Data System (IPEDS); U.S. Census Bureau; Moody’s Economy.com 23
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Input

“N'}3l||111539: -Ijiil|(5!|1|1: “'II|”:;E:S::%Tbm>TEn”‘Avg.

The level of highly educated talent available in Michigan is slightly less than the

average of “Top Ten” states

Population > age 25 with bachelor’s degree or above

Percent
2009

State 2002-09 Avg. 2008 2009 Rank?
"Top Ten" 2

= Michigan ranks
below the
average of
peer states for
access to
talent

1 States with the same score received the same rank
'l — 2 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY

MICHIGAN SOURCE: American Community Survey, US Census 24
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Input

Value: Innovation | Do

Michigan universities’ Research and Development expenditures are competitive

with the average of “Top Ten” states

University R&D Expenditures
per $100,000 GDP
2009
State 2001-09 Avg. 2008 2009 Rank
"Top Ten" !
_______ ML .
MA
5 NC = Michigan
AL universities’
e CO investment in
CA
Research
E GA
IN and
R OH Development
TX IS above
S L most peers
TN
VA
lIBUSINESSmem 1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
' MICHIGAN SOURCE: National Science Foundation; Bureau of Economic Analysis; Moody’'s Economy.com; team analysis 25
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Input

Value: Innovation P Domng

Michigan industries’ investment in Research and Development per $100,000 of state

GDP was four times the average of “Top Ten” states

Industry R&D Expenditures
per $100,000 GDP
State 2001-07 Avg. 2006
"Top Ten" !
_______ ML
MA
CA = Michigan
P co outperforms
g N peer states in
L the amount
E (N)EI industry
R Tx spends on
VA Research
S GA and
N Development
AL
llausmsssmm - 1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
' MICHIGAN SOURCE: National Science Foundation; Bureau of Economic Analysis; Moody’'s Economy.com; team analysis 26
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Input

Value: Entrepreneurism M 7500 e

“Top Ten” states averaged almost 50% more venture capital investment in 2010

than Michigan

Venture Capital Investment
per $100,000 of GDP
2010
State 2001-10 Avg. 2009 2010 Rank
"Top Ten" !
______ ML W38 W46 . = The availability
MA 1,002 712 of venture
5 CA 807 653 capital in
CcoO Michigan has
e TX increased over
VA the decade,
E GA but it still trails
NC most peers
R IL and is only a
S TN fraction of
OH Massachusetts
IN and California.
AL
1 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
'llm'rgsm'gxﬁ SOURCE: PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report; Bureau of Economic

Analysis; Bureau of Economic Analysis; Moody's Economy.com; team analysis
2011 Economic Competitiveness Benchmarking Report
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Input

Value: Entrepreneurism & 20 e

The amount of entrepreneurial activity in Michigan declined from 2009 to 2010 and

trails activity in “Top Ten” states

Entrepreneurial Activity !
Index, Percent

State 2001-10 Avg. 2009
"Top Ten" 2

= Entrepreneurial
activity is
higher in most
peer states

1 Percent of individuals (ages 20-64) who do not own a business in the first survey month that start a business in the following month
with 15 or more hours worked.
| ?\U/{TESQETERXONR 2“Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
SOURCE: Kauffman Index of Entrepreneurial Activity, the Ewing Marion Kauffman Foundation 28
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Input

Michigan has a more attractive cost of living compared to “Top Ten” states

Cost of Living Index
Inex, US Average = 100
2010

State 2001-10 Avg. 2009 2010 Rank?

"Top Ten" 2 99 100
M 29 . 95 17 .

TN 90 2
5 TX 90 4

g; gz ;1 * The cost of
E N o4 13 living in

13 Michigan is

E OH 95 better than the

NC 96 19
R IL 08 19 average of

VA 100 24 peer states
S co 103 105 102 33

MA 123 114 ng 4

CA 134 133 133 48

1 States with the same score received the same rank
'lIBUSINESSmbm 2. “Top Tfen”'stateg for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY

MICHIGAN SOURCE: C2ER; Missouri Department of Economic Development

29
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Input

Value: Infrastructure &

The percentage of urban highways in poor condition in Michigan is more than twice

the average of “Top Ten” states

Urban Interstate Miles in Poor Condition
Percent
2008

State 2001-08 Avg. 2007 2008 Rank?

"Top Ten" 2
______ ML .

GA = Among peers,
. MA only

OH California
g N has a greater

N percentage
E X of urban

VA )

IL miles rated in
S NC poor

AL condition

CA

1 States with the same score received the same rank
'llwmssmm o 2 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY
MICHIGAN SOURCE: Reason Foundation 19t Annual Highway Report 30
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Input

Value: Education L s —

Michigan’s 2009 4" grade average proficiency in math and reading declined from

2007, falling further behind “Top Ten” states

4th Grade Math and Reading Average Proficiency?
Percent
2009

State 2003-09 AVg 2007 2009 Rank2 ™ Mlchlgan’s 4th

"Top Ten" 3 grade average
______ ML proficiency in

MA math and
5 OH reading is 20

CO points below
E VA leader

IN Massachusetts
E NC and 6 and 9

TX points behind
ROIL neighboring
S GA Indiana and

™ Ohio,

CA respectively

AL

1 Defined as the average of 4t graders at or above proficiency in mathematics and in reading
2 States with the same score received the same rank
|||}‘\j{'l“gsm'g‘j;°§ 3 “Top Ten” states for job and economic growth: KS, MD, MT, NE, ND, SD, TX, VA, WA, WY

SOURCE: National Center for Education Statistics, U.S. Department of Education
2011 Economic Competitiveness Benchmarking Report
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Input

Value: Safety e

Though improving, the violent crime rate for Michigan’s largest metropolitan area

remains high

Incidence of Violent Crime?
per 100,000 of Population
MSA 2008 2009 % Change
Detroit 3 710 657 " The
Grand Rapids incidence of
Atlanta 501 440 crime in
Birmingham, AL 594 535 Detroit is
Boston 400 down 7
Chattanooga 3 664 590 percent from
Columbus, OH 2007. but is
oales A still higher
enver :
_ _ than rates in
Indianapolis 638 628 "
. cities of peer
Raleigh, NC 3 states
San Francisco 636 563
Virginia Beach 4 426
1 Comparing against similar MSAs in peer states
2 Figures are for MSA level data; Chicago is not included because the data is not available at the MSA level
T 3 Figures for these MSAs represent the period of 2007-2009 as 2008 data was not available
||| MICHIGAN 4 The Virginia Beach figures are from the 2007-2008 period as 2009 data was not available 32

SOURCE: Crime in the United States 2008 and 2009, U.S. Department of Justice
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Input

Conclusions

Cost Michigan today “Top Ten”?!

103

Cost of doing
business

US avg. =100
(2010)

106

Labor costs
US avg. =100
(2010)

Summary

= Michigan’s Cost of

Doing Business and
Unit Labor Costs are
11% and 9% higher,
respectively, than “Top
Ten” states,
contributing to
continued negative
perceptions by
business decision
makers that Michigan
IS not business friendly

susiness Leaners ok - SOURCE: North American Business Cost Review, Moody's Economy.com; American Community Survey; US

lI 1 Aspiration to be a “Top Ten” state for job and economic growth
| MICHIGAN

Census; team analysis
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Input

Conclusions

Value Michigan today
29%

Population 25%
with

Bachelor’s or
above (2010)

Venture
capital 49
spending per
$100,000 GDP
(2010)

Urban
interstate
miles in poor

7.0%

Summary

* Michigan produces an

amount of talent
comparable to “Top Ten”
states, but the talent is not
staying

Michigan must continue its
recent momentum in raising
venture capital to compete
with “Top Ten” states

Attention to Michigan’s
highway infrastructure

condition 3.0% needs greater emphasis to
be brought up to par with
(2008) ) g
Top Ten” states
SOURCE: American Community Survey, U.S. Census Bureau; PricewaterhouseCoopers/National Venture Capital Association
' ?\U/{TESmDG“Xﬁ MoneyTree™ Report; Reason Foundation; team analysis

34




Appendix

Top Economic Performers 36
Top Economic Growers 37
Top Business Climate Rankers 38
Global Competitors 39
Ill&”ﬁ‘?&%ﬁi’é“f\’&“ .

2011 Economic Competitiveness Benchmarking Report



Appendix

Top Economic Performers

Michigan’s economic performance fell substantially below the “Top Ten” states over

the past decade

Top Economic Performers (2001-2010)
| i
Per Capita Per Capita Unemployment I Avg. |
State GDP  Personal Income! Rate ' Rank '
Virginia 7 3 6 5
Wyoming 11 1 5 : 6 :
Connecticut 2 2 20 1 8
Delaware 1 13 13 I 9 1
Nebraska 20 5 3 L9
Minnesota 10 8 17 1 12
Colorado 9 6 24 : 13 :
South Dakota 23 15 2 13
Massachusetts 4 10 27 14 |
North Dakota 28 12 1 L B |
Michigan 33 32 50 1 38 |
1 Per Capita Income Level adjusted for Cost of Living
|||?\U/{INESS s ron SOURCE: Moody"s Economy.com; Bureau of Labor Statistics; Bureau of Economic Analysis; U.S. Census Bureau, Team
ICHIGAN analysis 36
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Appendix

Top Economic Growers

Michigan’s average ranking on economic growth factors was last among all states

Top Economic Growers (2001-2010)

Per Capita  Per Capita | |

GDP Personal Income Employment I Avg. |

State Growth Growth Growth ' Rank '

North Dakota 1 2 11 I 5

Montana 4 5 7 : 5 :

South Dakota 3 4 17 1 8

Hawalii 6 6 13 I 8 |

Wyoming 27 1 2 : 10 :

Maryland 7 17 16 1 13 1

New Mexico 15 16 9 : 13 :

Louisiana 16 3 22 14

New York 9 10 26 I 15 |

Virginia 10 20 18 ' 16

Michigan 49 49 50 149 |

lImNESS s ron SOURCE: Moody's Economy.com; Bureau of Labor Statistics; Bureau of Economic Analysis; U.S. Census Bureau, Team
' MICHIGAN analysis 37
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Appendix

Top Business Climate Rankers

States from the South and West dominate the major “Top Ten” rankings over the last

four years

CHIEF 58 3 e
ctate  |EXECUTIVE BEes Top STATES® ‘e | I
2007 2008 2009 2010 2007 2008 2009 2010 | 2007 2008 2009 2010
Texas 1 1 1 1 2 1 2 1 4 9 8 7 3
Virginia 9 4 7 4 1 2 1 2 1 1 1 2 3
North Carolina | 4 3 2 2 5 6 9 4 3 4 5 3 4
Colorado 11 13 10 8 7 5 3 3 8 6 4 4 6
Utah 12 15 15 9 3 3 5 8 2 2 3 1 6
Georgia 6 7 4 7 4 8 10 10 |15 5 6 8 8
Idaho 14 16 16 13| 6 4 22 26 | 6 7 11 12| 12
Florida 3 10 3 6 9 17 28 28 | 7 8 18 26| 14
lowa 18 17 19 17| 11 9 4 6 (24 22 14 13 14
North Dakota |21 19 17 24| 13 16 16 12 (9 13 7 11| 14
Michigan 47 49 49 49| 41 40 41 41 |46 47 49 47| 46

'll oo SOURCE: CEO Magazine “Best and Worst States for Business”, CNBC “Top States for Business”, Forbes “Best States for
MlCH IGAN Business 38
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Appendix

Global Competitors

Michigan GDP and Personal Income performance has kept pace with or exceeded

most global competitors but growth has lagged

GLOBAL COMPETITORS
2000-2008
Per Capita GDP Per Capita Income Unemployment
Avg. ($) CAGR (%) Avg. ($) CAGR (%) Avg. % of Labor Force
Michigan 33,403 0 31,943 2.0 7.0
Canada 33,445 4 32,821 4.0 7.0
EU 27 26,100 4 26,039 4.0 8.0
Japan 29,455 4 30,135 4.0 5.0
Mexico | 11,943 5 11,747 5.0 3.0
Brazil [} 8,460 5 NA NA 9.0
India | 1,988 8 NA NA NA
Russia ! []7,424 12 | 7,243 120 8o
China Jf 3,865 12 NA NA NA
(e e o 0 200s o per et G et por gt e o 00 26 o eraoymert
Cooperation and Development 39
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Appendix

Global Competitors

Michigan outperforms global peers in innovation

GLOBAL COMPETITORS
Educational Attainment R&D Investment U.S. Patent Creation
% Pop. Age 25-64 with a Degree Patents Patents per 100,000 Pop.
(2007) % of GDP (2007) 2000-2009 2009
Michigan 31 4.58 356
Canada 48 1.90 106
EU 27 NA 1.77 245,595 50
Japan 41 3.44 308,629 242
Mexico 16 817 1
Brazil 10 1,223 1
India NA 4,058 0
Russia ! _ 54 1,726 1
China NA 1.44 8,590 1
(oo sounce b mectmimres 2002 o stvstons tn e ettt vl e
Organization for Economic Cooperation and Development 40
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Business Leaders for Michigan: Board of Directors

DAVID W. JOOS
CHAIR OF THE BOARD
CMS Energy Corporation

MICHAEL J. JANDERNOA
FIRST VICE CHAIR
Perrigo Company

JEFF M. FETTIG
VICE CHAIR
Whirlpool Corporation

JAMES B. NICHOLSON
VICE CHAIR
PVS Chemicals, Inc.

SANDRA E. PIERCE
VICE CHAIR
Charter One

TERENCE E. ADDERLEY
Kelly Services, Inc.

DANIEL F. AKERSON
General Motors Company

G. MARK ALYEA
Alro Steel Corporation

GERARD M. ANDERSON
DTE Energy Company

JON E. BARFIELD
The Bartech Group, Inc.

ALBERT M. BERRIZ
McKinley, Inc.

MARK J. BISSELL
BISSELL Inc.

JOHN A. BRYANT
Kellogg Company

STEPHEN K. CARLISLE
General Motors Company

KIETH COCKRELL
Bank of America

MARY SUE COLEMAN
University of Michigan

TIMOTHY P. COLLINS
Comcast Cable

ROBERT S. CUBBIN
Meadowbrook Insurance Group, Inc

KURT L. DARROW
La-Z-Boy Incorporated

DAVID C. DAUCH
American Axle & Manufacturing

RICHARD L. DeVORE
PNC Financial Services Group

DOUGLAS L. DevVOS
Amway

J. PATRICK DOYLE
Domino’s Pizza

JAMES E. DUNLAP
Huntington

ANTHONY F. EARLEY, JR.
DTE Energy Company

FREDERICK H. EPPINGER
The Hanover Insurance Group

WILLIAM CLAY FORD, JR.
Ford Motor Company

YOUSIF B. GHAFARI
Ghafari Associates, Inc.

DAN GILBERT
Quicken Loans

ALLAN D. GILMOUR
Wayne State University

ALFRED R. GLANCY Il
Unico Investment Group LLC

DAN GORDON
Gordon Food Service, Inc.

STEPHEN E. GORMAN
Delta Air Lines, Inc.

JAMES P. HACKETT
Steelcase Inc.

RONALD E. HALL
Bridgewater Interiors, LLC

RICHARD G. HAWORTH
Haworth, Inc.

CHRISTOPHER ILITCH
llitch Holdings, Inc.

MILES E. JONES
Dawn Food Products, Inc.

HANS-WERNER KAAS
McKinsey & Company

ALAN JAY KAUFMAN
H.W. Kaufman Financial Group

JOHN C. KENNEDY
Autocam

STEPHEN M. KIRCHER
Boyne Resorts

BLAKE W. KRUEGER
Wolverine World Wide, Inc.

ANDREW N. LIVERIS
The Dow Chemical Company

DANIEL J. LOEPP
Blue Cross Blue Shield of Michigan

STEPHEN P. MacMILLAN
Stryker Corp.

BEN C. MAIBACH Il
Barton Malow Company

RICHARD A. MANOOGIAN
Masco Corporation

FLORINE MARK
The WW Group

SARAH L. McCLELLAND
Chase

CHARLES G. McCLURE
Meritor, Inc.

HANK MEIJER
Meijer, Inc.

MICHAEL MILLER
Google, Inc

MARK A. MURRAY
Meijer, Inc.

CATHLEEN H. NASH
Citizens Bank

THOMAS D. OGDEN
Comerica Incorporated

JAMES O’LEARY
Kaydon Corporation

WILLIAM U. PARFET
MPI Research

CYNTHIA J. PASKY
Strategic Staffing Solutions

ROGER S. PENSKE
Penske Corporation

WILLIAM F. PICKARD
Global Automotive Alliance

GERRY PODESTA
BASF Corporation

CHARLES H. PODOWSKI
The Auto Club Group

STEPHEN R. POLK
R. L. Polk & Co.

JOHN RAKOLTA, JR.
Walbridge

ROBERT E. ROSSITER
Lear Corporation

DOUG ROTHWELL
Business Leaders for Michigan

ANDRA M. RUSH
Rush Group

JOHN G. RUSSELL
CMS Energy Company

RICHARD F. RUSSELL
Amerisure Mutual Insurance Company

ALAN F. SCHULTZ
Valassis

ALAN E. SCHWARTZ
Honigman, Miller, Schwartz & Cohn, LLP

J. DONALD SHEETS
Dow Corning Corporation

BRAD SIMMONS
Ford Motor Company

LOU ANNA K. SIMON, Ph.D.
Michigan State University

SAM SIMON
Simon Holdings

BRIG SORBER
Two Men and a Truck International, Inc.

DONALD J. STEBBINS
Visteon Corporation

DOUGLAS W. STOTLAR
Con-Way, Inc.

ROBERT S. TAUBMAN
The Taubman Company

SAMUEL VALENTI Il
TriMas Corporation

STEPHEN A. VAN ANDEL
Amway

MICHELLE L. VAN DYKE
Fifth Third Bank

TIMOTHY WADHAMS
Masco Corporation

BRIAN C. WALKER
Herman Miller, Inc.

WILLIAM H. WEIDEMAN
The Dow Chemical Company

WILLIAM C. YOUNG
Plastipak Holdings, Inc.

Energy Conversion Devices, Inc.
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