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Pulling the Plug on Michigan’s Future:
Why Draining Resources Hurts Tomorrow’s Workforce

nessential piece of Michigan'seconomic recovery

must include an educated workforce. Budget
decisions made by the Michigan L egidlature, however,
donot reflect this. Statefunding for colleges, universities
and community colleges hasbeen slashed. Asaresult,
tuition hasincreased anditisharder for many inMichigan
to attain a college education. This disinvestment in
educationisshortsighted and haslong-termimplications
for the state.

To successfully pull out of thelingering recessonand
to move the state forward on a path toward prosperity,
Michigan must reverseitstrend of disnvestment inhigh-
er education. Evidence across the country clearly
demonstratesthat the most prosperous states are those

withthehighest educationd attainment. AsMichigan seeks
totransform itself from amanufacturing-based economy
to aknowledge-based economy, ahighly educated and
talented workforceisessential.

Education and training are a so vital to finding jobs
and attaining economic self-sufficiency, especially for
thosewho havefdleninto poverty, in part dueto high un-
employment. Individualswith higher levelsof education,
beit occupational training at atwo-year institution or an
advanced degree, aremorelikely to earn moreand less
likely to beunemployed.

As the chart below shows, unemployment and
poverty rates have increased for individuals at all
education levelsin Michigan. However, education serves
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Educational Attainment Is Tied Directly to Higher Income

Median Earnings (25 years and over)

% Change
Educational Attainment 2005 2006 2007 2008 (05-08)
Less than high school graduate $19,091 $§19,029 | $§17,178 | $18,195 -4.7%
High school graduate (includes equivalency) $§26,005 | $25,710 | $25,946 | $25,744 -1.3%
Some college or associate’s degree $32,175 | $31,717 | $31,801 | $31,746 -1.3%
Bachelor’s degree $45,928 | $45,808 | $47,033 | $46,629 1.5%
Graduate/professional degree $61,749 | $61,645 | $63,986 | $65,083 5.4%

Source: US Census Bureau. American Community Survey, 2005-2008

asabuffer to higher rates of unemployment and poverty.
Inaddition, whileindividualswithout at |east abachelor’s
degree have seentheirincomefall over thelast four years,
those who at least finished a four-year degree have
actually seentheir incomerise, despite Michigan’scur-
rent economic situation.

Higher Education Funding in Michigan

In Michigan, funding for community collegesand four-
year public universities, along with financia aid, are
included in two separate budget bills. Theseinstitutions
are heavily dependent on state funding. Funding for two-
year community collegesisprovided inthe Community
Collegesbudget. Thisbudget is 100 percent Genera Fund,
with more than 90 percent of state support going to
community college operations.

In 2010, community college operating revenue came
fromthefollowing sources:

e Tuitionandfees: 34 percent

e Stateaid: 22 percent

e Property taxes: 39 percent

e Other: 5 percent

Funding for public four-year collegesand univer-

sities, aswell asfinancial aid programs, are contained
inthe Higher Education budget. Thisbudget relieson
state and federal funding. Revenue sourcesfor the

Higher Education budget break down in thefollowing
manner for fiscal year 2010 (see chart):

Four-Year Public College and
University and Financial Aid

Budget Breakdown

One time Recovery
Act funds
4.2%

State restricted
funds
1.9%

Other federal
(non-Recovery Act)
funds

0.4%

State General
Fund
93.5%

Source: House Fiscal Agency, 2010

In 2009, public university operating revenue sources
were:
e Tuitionandfees: 63 percent
e Stateaid: 30 percent
e Other: 7 percent

Impact of Falling Appropriations

Asthe state’s General Fund revenuefell, total funding
for higher education (including community collegesand
financial aid) declined as well, but at a higher rate.
Between fiscal years2002 and 2010, the state’s Genera
Fund declined 13 percent. During thissametime period,
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state funding for higher education programsfell 15 per-

cent.!

Total support to four-year collegesand universities
per fiscal year equated student has declined by approxi-
mately one-fifth sincefiscal year 2001 and by athirdto

inflation adjusted state support to community colleges
declined by approximately 7 percent, or 23 percent when

adjusted for inflation.

Withthereduction of statefunding, in-digtrict tuition
ratesrosefaster than the rate of inflation. From 2002 to
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Chart created by the Michgian League for Human Services.

community colleges.? This
dropinstatesupportiscausing
institutionsof higher learning
to take stepsto rein in costs

As State Funding Declines

2010, the average cost
per credit hour increased
41 percent, from $54 per
credit hour to $76 per
credit hour.*

Although funding for
community collegeswas
cut lessthan funding to
four-year public
universities, or evenheld
flat some years, tuition
and fees have slowly
made up an increasing
share of community
college  operating
revenue. Thisisduein
large part to thefact that
while state funding may
be held flat, or given a
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1 Senate Fiscal Agency. (2009, 2010). Higher Education and Community Colleges Funding History tables.

2 Fiscal year equated student (FYES) is the equivalent of the number of full-time students enrolled at a university and is equal to student
credits divided by 30 at the undergraduate level for four-year institutions and 31 credits for two-year institutions.

% It should be noted there are many things that factor into tuition increases such as, but not limited to: employee health care costs, energy
costs, and differencesin cost for differing types of instruction.

4 Wolf, M. (2010). Background briefing: Community colleges. Retrieved from the House Fiscal Agency.
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and state aid was
just under athird.

As the Share of State Aid to Community Colleges
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5 Funding to community colleges remained relatively flat in fiscal year 2004 and fiscal year 2005. After adeclinein fiscal year 2006, there
were three years of slight increases and funding was held flat in fiscal years 2009 and 2010.

& For more information on community college costsin light of declining revenue, please see the Senate Fiscal Agency’sanalysison
community college revenue sources available at: http://www.senate.michigan.gov/sfa/Publications/Notes/2009N otes/
NotesMarA pr09bb. pdf
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year for in-state studentsto $9,311in 2010.” Thisisan
increase of 88 percent inlessthan 10 yearsand wasthe
19th fastest-rising tuition rate increase in the country
between 2002 and 2009.8

How Michigan Compares to Other States

Michigan’s cutsto higher education funding have been
among the deepest in the nation. According to research
by the Grapevine Project at Illinois State University,
between fiscal year 2006 and 2010 Michigan slashed
funding for all degree-grantinginstitutionsby 9 percent,
whereasthe national averageincreased funding just over
7 percent. (SeeAppendix A).

However, between the 2005-2006 and 2008-2009
academicyears, non-inflation adjusted tuitionat Michigan's
public four-year colleges and universities grew by 31
percent, well abovethenationd averageof just 18 percent.
This is the 7th highest increase in the country. (See
Appendix B). Thisisincontrast tothefact that Michigan's
median, non-inflation adjusted household incomegrew by
only 6 percent during the same period; the slowest rate
of growthinthe country.

Drastic Cuts to Financial Aid

Ashigher education and community collegefunding for
operations and other programs dropped dueto revenue
shortfalls, funding for financia aid programsal so declined.
Coupled with soaring tuition, these cutsto financia aid
are pushing acollege education out of reach for some.

Financial aid representsjust over 5 percent of thefiscal
year 2010 Higher Education budget and program
allocationsbreak downinthefollowing manner:

e Tuition Grants: 38 percent

¢ Tuition Incentive Program: 37 percent

o State Competitive Scholarships: 21 percent
e Other programs: 5 percent

Even in the face of rising tuition rates and falling
incomes, Governor Granholm's2010 budget recommended
that six financid aid programsbecombinedinto oneneed-
based financial aid program called The CollegeAccess
Grant Program, whichwould haveresultedina$19million
reduction to need-based financia aid. Whilethisdid not
happen, the final budget as adopted eliminated five
programs completely, three of which were need-based,
serving studentswho havethe most to gain by continuing
past high school (the need-based Michigan Work Study
Program, Part-Time Independent Student Grants, and
Education Opportunity Grants, aswell asthe Nursing
Scholarship Program, and Michigan Promise Scholarship).
Funding was reduced by half for State Competitive
Scholarships and by 44 percent to the Tuition Grant
Program®.

Cuitting these programsresulted in a64 percent reduction
instatefunding for financial aid fromfiscal year 2010to
fiscal year 2009 aone. State funding for financial aid
programswas reduced from $218 millionin 2009 to $79
millionin2010. State support for need-based aid programs
declined 39 percent between fiscal years 2009 and 2010
(from$127 millionto $78 million).** Withtheedimination
of thesethree need-based aid programsin the 2010 Higher
Education budget, the L egid ature eliminated $12 million
instatefinancia aid programsand ended support for over
15,000 low-income Michigan students.

Even asMichigan’s per capitaincome dropped and
Michigan lost approximately 285,000 jobsin 2009 aone
(the highest one-year job loss since the 1930s), Gov.
Jennifer Granholm again recommended slashing more
need-based financial aid in her 2011 budget. She
recommended thetotal elimination of the Tuition Grant
Program, which served over 35,000 in the 2009 fiscal
year. This need-based program provides grants for
students attending private collegesand universities. She
also proposed cutsto the need-based Tuition Incentive
Program by limiting tuition reimbursement for associate's
degreesto no morethan the average community college

” Preliminary dataindicate average in-state undergraduate tuition and fees for the 2010-11 academic year will be 4.5 percent higher than
the 2009-10 academic year. More information may be found in the House Fiscal Agency’s memo at: http://www.house.mi.gov/hfalPDFs/

FY 11PrelimTuitionRate_Mem.pdf

8 Thisis according to data obtained by the College Board and the National Center for Education Statistics, whose tuition and fee
calculations vary slightly from that of State of Michigan data but are standardized across states. According to these data, Michigan's

tuition and fees have increased by 78 percent between 2002 and 2009.

9 For further discussion of financial aid programs eliminated or reduced in fiscal year 2010, please see Appendix C.
10 Jen, K.1. (2010, March). Background briefing: State financial aid programs. House Fiscal Agency.
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tuition rate and eliminating aid for students seeking a
bachelor’sdegree.

Ending these programs comesat atime when adults
seeking toreturnto school, aswell astraditional college
students, need financial aid to counter rising tuition costs
andfalling householdincome. Whilethe No Worker Left
Behind program, which providestwo years of tuition
(up to $5,000 per year) to adults seeking education and
training in ahigh-demand field, exceeded expectations,
therearelong waiting listsand reduced state and federal
support for the program. Adultsneeding remediation prior
to attending an occupationd training program, community
college or four-year school are aso impacted as state
andfedera funding for adult education programsdropped
from $96 millionin 2001 tojust $37 millionin 2010.

The Affordability of a
College Education

As state support for higher

Share of Household Income

The situation is even worse for households at the
poverty level. In-district community collegetuition and
fees for the 2008-2009 academic year represented 13
percent of their income. Averagein-statetuition and fees
for the same academic year at afour-year public college
or university represented just over half of ahousehold
income at the poverty level. Thisisup from the 2001-
2002 academic year when community college tuition
consumed 12 percent of householdincomefor ahousehold
at the poverty lineand 35 percent of incomeat apublic,
in-statefour year collegeor university.**

Despiteincreasesin tuition and reductionsin state-
based financial aid, enrollment at two- and four-year
institutionsis growing. Between fiscal years 2002 and
2009, enrollment at Michigan’s community colleges

2008-2009 Tuition Costs Represent a Significant
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up from only 10 percent of

median household incomein

2001. Two-year in-district community college tuition
represented 5 percent of median household income, not
asignificant changefrom 2001.

increased by nearly 9 percent and in-state enrolIment at
publicfour-year collegesand universitiesincreased dmost
4 percent. Thisdoes not mean that funding cuts have not

11 Tuition and fees also do not account for other expenses such as textbooks, room & board or transportation costs. According to the
College Board, the average cost of books and supplies for the 2009-10 school year was approximately $974 for both two-year and four-

year students.
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impacted students. What it doesmeanisthat more students
now haveto financetheir education through student loans.

According to data from the Institute for College
Access and Success, students at four-year, degree-
granting ingtitutionsaregraduating with S gnificantly more
debt. On average, Michigan studentsin the graduating
class of 2008 graduated with approximately $22,000in
student loans, up fromjust over $15,000 for thegraduating
classof 2001. Thisisthe 12th highest debt load in the
country.? Other troubling findingsfor Michigan graduates
of four-year public collegesand universitiesinclude:

o Fifty-seven percent of graduatesin 2008 com-
pleted school with student [oan debt.

o Half of al first time, full-timefreshmenreceived
student loansin the 2007-2008 school year.

¢ Freshmeninthe2007-2008 school year borrowed
nearly 90 percent moreinloansthan freshmen
who borrowed in the 2000-2001 school year, with
the averageloan jumping from just over $3,000to
just under $6,000.

Thestory isjust asdistressing for students at two-
year degreegranting ingtitutions:

e Thenumber of full-time, first-timeenrolling
freshmen who took out student loansincreased
just over 450 percent between the 2000-2001 and
the 2007-2008 academic years.

¢ Theaverage amount these studentstook out in
loansincreased 30 percent between the 2000-
2001 and 2007-2008 school yearstojust over
$3,000.

I'n addition to more students graduating with larger
student loan balances, aprogram for Michigan students
that made repayment affordabl e recently ended. On June
30, 2010 the Michigan Higher Education Student L oan
Authority ended four of its interest rate subsidy
programs.®* These programs allowed borrowers who
paid aset number of paymentson timeto either havethe
interest rate on their loans drop to zero or be reduced
over therepayment of theloan.

12 Out of 48 states for which data are available.

Moving Forward

Michigan needsamix of solutionsthat includesrevenue
increasesthat would fund financia aid programsand help
make college affordable again. On a school by school
basis, some Michigan colleges and universities have
implemented tuition guarantee policiesthat areusually
cast aside as state aid declines. Michigan also promotes
its prepaid, tax-deductible Michigan Education Trust
program, which alowsthe pre-purchase of undergraduate
tuition, at today’stuitionrate, at any of Michigan’spublic
collegesor universities.*

Inadditionto these policiesand programsthat attempt
to help keep tuition costs low, there are several other
changes, along with revenueincreases, that can be made.
Some of these changes were included in Lieutenant
Governor’s Commission on Higher Education and
Economic Growth report, also known as the Cherry
Commission report, named after Lt. Gov. John Cherry.

The Cherry Commission brought together abipartisan
group of stategovernment officials, collegeand university
presidents, lawmakers, and representatives from
business, labor and recent college graduates. The
Commission issued its report in 2004 with 19
recommendations regarding ways Michigan can
strengthen its commitment to economic growth and
education.”

Many of these recommendations have been
implemented, such asestablishing morerigorousstandards
for high school graduatesto help preparethem for college
and the establishment of new standardized testsfor high
school students. However, recommendations such as
expanding dual enrollment opportunitiesfor high school
students and improving thetransfer credit process have
yet to beredlized.

Allowing more high school studentsto take college
level coursesfor collegecredit, whiletill in high school,
will allow studentsto earn college credits at the current
tuition rate, before an increase the following year.
Streamlining thetransfer credit process, particularly the

3 Programs ended are: Prompt Pay Savings, Michigan Students First, Michigan Engineering I ncentive, and Michigan Advantage

Consolidation programs.

14 For more information, please see the Michigan Education Trust web stie: www.michigan.gov/setwithmet..
15 For a complete discussion of these recommendations and to view the Commission’s final report, please go to:

www.cherrycommission.org
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ability to transfer creditsfrom two-year institutionsto
four-year ingtitutions, will save studentsthe cost of having
to takethe same course multipletimesif it creditsfail to
transfer.

Conclusion

Education isthe only way to prepare the state’sfuture
workforce for jobs in a knowledge-based economy.
Increasingly, postsecondary educationisseen ascritical
toattracting employers. Further, postsecondary education
isnow theticket tojobsthat pay family-sustaining wages.

Yet, despite the need to ensure that Michigan hasa
workforce that will make the state competitive, and
providegood-payingjobsfor the state’ sworkersand their

families, adecade of state budget deficitshasresultedin
cutsineducationfunding at al levels. Sadly, Michigan's
cutsto higher education areamong the highest inthenation.

The tuition increases that occurred as a result of
funding cuts, coupled with reductionsinfinancia ad, have
placed postsecondary education out of reach for many
young adults, as well as unemployed and low-income
workers, and has saddled otherswith insurmountabl e debt.

Michiganisunlikely to seethistrend reverse unless
or until the state’s revenue picture begins to improve.
Michigan can’t wait. Young adults, displaced workers
and adultswithlow skillsand educationd levelscan’t wait.
State policymakers must take steps now to ensure that
therevenuesexist toinvestin Michigan’sfuture.
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Appendix A

Michigan’s Drop in Higher Education Funding From

Fiscal Year 2006 to 2010 is One of the Nations’s Highest
Percentage
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Appendix B

Michigan’s Four-Year Tuition Increases Rank 7th in the Nation

Between the 2005-2006 and 2008-2009 Academic Years
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Appendix C:

State Based Financial Aid Programs Eliminated or Reduced
in Fiscal Year 2010!

Financial Aid Programs Eliminated in Fiscal
Year 2010

e Michigan Promise Scholar ship: Thismerit-based
program which started in 2006 replaced the Michi-
gan Merit Award Program starting with the 2007
graduating class. To bedigible, sudentswould have
had to have taken the Michigan Merit Exam and
enroll at an approved postsecondary institution
within two years of high school graduation, com-
plete postsecondary education within four years of
first enrollment and maintain acumul ative GPA of
at least 2.5. The maximum total amount awarded
was $4,000. The Executive Budget recommended
thisprogram befunded at $140 millioninfiscal year
2010. 69,963 studentswererecipientsof thisschol-
arshipinfiscal year 2009.

Michigan Work-Sudy Program: Thework study
program began in 1986 and was a need-based fi-
nancial aid program that allowed on or off campus
employment opportunitiesfor students, withthejobs
paying at least the current federal minimum wage.
Program dligibility waslimited to ten semesters. In
fiscal year 2009, this program wasfunded at $7.3
million. 5,449 undergraduateswererecipientsof this
programinfiscal year 20009.

Nursing Scholar ship Program: Thisscholarship
started in 2002 and was awarded to students en-
rolled in programsleading to aLicensed Practical
Nurse (LPN) certification, aBachelor of Science
inNursing (BSN), or Master of Sciencein Nursing
(MSN). In exchange, the student would agree to
becomelicensedin and practice nursingin Michi-
ganwithin oneyear of program completion. Full-
time studentsweredligiblefor $4,000 per academic
year, three-quarter time students for $3,000 per
academic year, and half-time students $2,000 per
academic year. In fiscal year 2009, this program
wasfunded at $4.25 million. $1,546 received this
scholarshipinfiscal year 2009.

e Part-Timelndependent Sudent Program (also

known astheAdult Part-TimeGrant): Thisneed-
based program began in 1986 and was for adult
undergraduate studentswho had not graduated from
high school withinthelast two years. Studentswere
eligible for $600 per academic year for not more
than two 12 month periods. Thisprogramwasfunded
at $2.7 millioninfiscal year 2009. 5,868 students
received thisgrant in fiscal year 2009.

Michigan Education Opportunity Grants: This
need-based program also began in 1986 and was
availableto students who demonstrated financial
need and would be enrolled at least part-timeat a
public postsecondary ingtitution. Studentsweredi-
giblefor up to $1,000 per academic year. Thispro-
gramwasfunded at $2.1 millioninfisca year 2009
and 4,435 studentswererecipients.

Financial Aid Programs Drastically
Reduced in Fiscal Year 2010

e State Competitive Scholar ships: This program

started in 1964 and requiresthat students demon-
strate both merit and financial need. Students must
havereceived aqualifying scoreonthe ACT exam
to demonstrate merit. Infiscal year 2010, the maxi-
mum award granted to students attending publicin-
stitutionswas decreased from $1,300 to $510 and
overal funding for the program was cut by half to
$17.6million.

Tuition Grant Program: Thisneed-based program
beganin 1966 and providesfinancial assistanceto
students attending aprivate, in-state degree grant-
ingingtitutions. Until fiscal year 2010, studentswere
eligiblefor $2,100 per academic year. In 2010, this
amount was decreased to $1,610 per academic year.
Funding for the program was also reduced by 44
percent to $31.7 million.

1 Sources. Student Financial Services Bureau, Annual Report-2009. Michigan Department of Treasury (2008), Paying for college: Sudent
financial aid. Jen, K.l. (2010). Background briefing: Higher Education. House Fiscal Agency.
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