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SCALE OF THE URC

ECONOMIC IMPACT

other countries or territories. The URC has students from every county in Michigan,
every state, and more than 150 countries. See “URC Students and Alumni” on page
3 for our complete analysis.

The URC universities collectively spent $7.3 billion on operations in FY 2008. The
$7.3 billion was used to pay the salaries of 48,786 full-time-equivalent staff and
faculty, purchase supplies and equipment, and maintain the physical plant. This fig-
ure—3$7.3 billion—is about 2.4% of all economic activity in the state, as measured
by Michigan’s Gross State Product.

In 2008, there were 572,123 known alums of a URC university living in Michigan,
making up 7.5% of Michigan’s population over the age of 18 years. These alums
earned an estimated $26.6 billion in salary and wages in 2008, or 14.2% of all wage
and salary income in Michigan. See Table 2 below for the scale of the URC.

TABLE 2. Scale of the URC, FY 2008

Category Impact
Operational Expenditures (e.g. supplies, payroll, equipment) $7.3 billion
Full-Time-Equivalent Employees 48,786
Enrolled Students 133,469
Known Alumni Living in Michigan 572,123
Wage and Salary Earnings of URC Alumni in Michigan $26.6 billion

Data Sources: National Center for Education Statistics, IPEDS,; URC Universities
Analysis: Anderson Economic Group, LLC

We define net economic impact as the additional earnings to state residents caused
by the operations of these institutions. In estimating the net economic impact, we
follow a careful methodology that counts expenditures only once, takes into
account substitution of one activity within the state by another, and uses very con-
servative multipliers for indirectly-caused activity. Among other conservative
assumptions, we assume most URC students would attend college even if these
research institutions were not located in Michigan, and that many employees of the
URC would find other jobs in Michigan even if the URC institutions left Michigan.
We detail our methodology for the economic impact of the operational expenditures
by URC universities in “Operational Expenditures Methodology” in Appendix B.

In FY 2008, Michigan’s residents were $14.5 billion richer due to the operations of
the URC universities. These new earnings to Michigan residents stem from expen-
ditures by the URC universities on non-payroll items (such as supplies and equip-
ment) and by employees, students, and alumni. See Table 3 on page iii.

In addition to new earnings, 69,800 jobs in Michigan were directly and indirectly
supported by the URC’s operations in the state in FY 2008. This jobs figure
includes 10,363 faculty members and 38,423 staff directly employed by the URC
universities, and 21,014 indirectly generated jobs in other industries in the state due
to the expenditures by the URC universities and their faculty, staff, and students.
Our complete analysis is in “Impact on Jobs and Income” on page 21.
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NEW STATE TAX
REVENUE DUE TO URC

COMPARISON OF
ECONOMIC IMPACT
WITH STATE
APPROPRIATIONS

TABLE 3. Net Economic Impact of URC, FY 2008

New Earnings in

Impact Category Michigan
(millions)
Non-payroll Operating Expenditures $2,163.3
University of Michigan Hospital Non-payroll Operating $746.8
Faculty & Staff Wages and Benefits $4,331.0
URC Student Expenditures $2,051.4
Subtotal: Impact of Operations $9,292.5
Incremental Alumni Earnings® $5.195.1
TOTAL ECONOMIC IMPACT $14,487.6

Source: Anderson Economic Group, LLC

a. We estimate that $4.4 billion of earnings by URC alumni living in Michigan in 2008
were additional earnings directly caused by the education they received at a URC
university. See “Wage Earnings of URC Alumni Living in Michigan” on page 25.

In 2008, we estimate that $2.6 billion in wages of URC employees and $4.4 billion
of the $26.6 billion in URC alumni earnings in Michigan were caused by the URC.
We estimate that the tax revenue the state received because of these earnings, that
otherwise would not exist in the state, is $414.2 million, up from our estimate of
$372 million in last year’s report. This includes new tax revenue the state receives
from personal income, sales and use, property, and gasoline taxes. Our complete
analysis can be found in “Impact on State Revenue” on page 27.

Comparing the URC’s net economic impact on the state to the State of Michigan’s
funding of the URC universities illustrates how much greater the benefits of the
URC are compared to the state’s cost. The $14.5 billion in net economic impact is
over 16 times greater than the state’s funding for URC universities, as shown in
Figure 1, “URC Net Economic Impact and New State Tax Revenue vs. State
Appropriations,” on page iv. Additionally, the State of Michigan receives $414.2
million in tax revenue from URC employees and alumni that it would otherwise not
have received if the URC universities were not located in Michigan.
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COMPARISON WITH
PEER UNIVERSITY
CLUSTERS

FIGURE 1. URC Net Economic Impact and New State Tax Revenue vs. State
Appropriations
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Sources: AEG Estimates; House Fiscal Agency to URC
Analysis: Anderson Economic Group, LLC

To benchmark the URC against other university clusters in the nation, we selected
six of the best-known groups of universities in California (North and South), I1li-
nois, Massachusetts, North Carolina, and Pennsylvania. All of these clusters have
three universities from the same state and are well known for their research and
development activities. For example, the Northern California cluster includes UC
San Francisco, UC Berkeley, and Stanford University; the North Carolina cluster
includes Duke University, University of North Carolina at Chapel Hill, and North
Carolina State; and the Massachusetts cluster includes MIT, Harvard, and Tufts. See
“Peer University Clusters” on page 1 for a complete list of the comparison univer-
sity clusters. We benchmark the URC to these peer university clusters on student
enrollment and degree completions, research and development expenditures, and
technology transfer activities.

Student Enrollment and Completions. The URC’s 135,697 students in the fall of
2007 (the most recent year for which we have data for all university clusters) make
it the largest research university cluster, in terms of enrollment, in our analysis. The
next largest is the Pennsylvania cluster (University of Pittsburgh, Pennsylvania
State University, and Carnegie Mellon University) with just over 127,000 students
enrolled in the fall of 2007.

The URC universities award a variety of degrees each academic year. In terms of
number of degrees granted, the URC ranks #1 in total number of degrees (under-
graduate and graduate) conferred in Physical Science, Agriculture and Natural
Resources; and Medicine and Biological Sciences. The URC is in the top three in
total number of degrees awarded in Engineering, Mathematics and Computer Sci-
ence; Business, Management, and Law; and Liberal Arts.

Michigan has a vibrant high-tech industry, and the URC universities graduate a
large number of students with degrees that prepare them for jobs in this industry.
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We define “high tech” degrees to include degrees in biological and biomedical sci-
ences, physical sciences, computer sciences, architecture, engineering, mathematics
and statistics, and some agricultural degrees. As shown in Figure 2 below, the URC
awarded the third largest number of high tech degrees (7,638) of our university
clusters. Southern California (8,266) and Pennsylvania (7,713) university clusters
awarded more high-tech degrees than the URC.

FIGURE 2. Completion High of Tech Degrees, 2006-2007
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High-Tech Definition: Anderson Economic Group, LLC
See “Academic Program Definitions” on page 9 for a definition of “high tech” degrees.

The URC is preparing students for jobs in Michigan’s high-tech industries. Our
high-tech industry includes many life sciences jobs—an area that has seen employ-
ment growth since 2000 when other industries shed a significant numbers of jobs in

Michigan.1 The URC grants the most degrees of any university cluster in medicine
and biological sciences, and physical sciences. These degrees prepare students for
high-tech life sciences jobs in medical laboratories, research laboratories, and phar-
maceutical manufacturing.

R&D Expenditures. Total R&D expenditures by the seven university clusters
were approximately $11.1 billion in 2007, which made up over 20% of total
R&D expenditures by all U.S. universities. Academic institutions in the state of
Michigan spent $1.5 billion on research and development, with the URC universi-
ties spending 93% of this amount, or $1.4 billion. Approximately 61% of funding
for these R&D expenditures came from federal sources. In other words, the URC

1. See Caroline M. Sallee, Hilary A. Doe, and Patrick L. Anderson, Life Sciences Industry in
Michigan the University Research Corridor (May 2009).
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universities brought $862 million in federal dollars into the state of Michigan for
research. See Table 4 and “Comparison Peer University Clusters” on page 15.

TABLE 4. Total Research and Development Expenditures, 2007

Total Expenditures Federally Funded Federal Share of Institutional Share of
University Cluster (in millions) Expenditures Total Expenditures Total Expenditures
Michigan’s URC $1,405 $862 61% 25%
Northern California $2,083 $1,253 60% 17%
Southern California $2,130 $1,320 62% 18%
Illinois $1,240 $765 62% 25%
Massachusetts $1,196 $960 80% 2%
North Carolina $1,591 $937 59% 16%
Pennsylvania $1,408 $981 70% 14%
All U.S. Universities 349,431 830,441 62% 20%

Source: National Science Foundation, Integrated Science and Engineering Resources Data System
Analysis: Anderson Economic Group, LLC

Tech Transfers. An important indicator of the success of university R&D is its
effectiveness at transferring technology to the private sector. In terms of volume,
the URC ranks third in average annual number of patents, and fifth in number of
licenses granted. In terms of effectiveness of R&D expenditures, as measured by
licensing revenue per expenditure, the URC ranks fourth. This means that a higher
percentage of URC expenditures result in a product that is licensed and sold than
three of the other comparison clusters. In the past five years, the URC has helped
cultivate an average of 20 new start-up companies each year. See Table 5, below.

TABLE 5. Average Annual Patent and Licensing Activity, 2004-2008

Compantes  Rank PN gy LieomsimgRevemue p,,, Revemuesper

Cultivated
Michigan’s URC 20 4 129 3 $37.1 5 2.6% 4
Northern California 21 3 191 2 $183.9 2 8.8% 2
Southern California 27 2 124 4 $47.6 4 2.2% 5
[llinois 14 6 117 5 $193.7 1 15.6% 1
Massachusetts 31 1 193 1 $71.9 3 6.0% 3
North Carolina 13 7 81 7 $10.4 7 0.7% 7
Pennsylvania 19 5 100 6 $16.0 6 1.1% 6

Data Source: Universities” websites, technology transfer offices, Association of Technology Managers (AUTM) Surveys
Analysis: Anderson Economic Group, LLC
Note: See “Average Annual Patent and Licensing Activity, 2004-2008" on page 18 for complete source notes and methodology.

ABOUT ANDERSON Anderson Economic Group, LLC is a consulting firm that specializes in economics,

ECONOMIC GROUP public policy, financial valuation, market research, and land use economics. Ander-
son Economic Group has completed economic and fiscal impact studies for a vari-
ety of public and private sector clients. See “Appendix C: About the Authors” for
more information.
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WHAT IS MICHIGAN’S
UNIVERSITY RESEARCH
CORRIDOR?

REPORT PURPOSE &
METHODOLOGY

PEER UNIVERSITY
CLUSTERS

Introduction

1. Introduction

The University Research Corridor (URC) is an alliance of Michigan’s three largest
academic institutions: Michigan State University, the University of Michigan, and
Wayne State University. The purpose of this alliance is to accelerate economic
development in Michigan by educating students, attracting talented workers to
Michigan, supporting innovation, and encouraging the transfer of technology to the
private sector. The URC universities have main campuses in East Lansing, Ann
Arbor, Flint, Dearborn, and Detroit, but the URC’s reach extends to all areas of the
state. Each URC university has research, teaching locations, and partner hospitals
located throughout the state, as shown on page 2.

Michigan’s University Research Corridor universities asked Anderson Economic
Group to undertake a comprehensive study that quantifies the economic impact of
the URC’s activities on the state of Michigan’s economy. This report is the third in
a series of annual reports intended to measure and benchmark the contributions of
the URC universities to Michigan. The information in this report allows readers to
understand how the URC universities spend their time and money and to track the
URC’s performance year-to-year.

In order to quantify the economic impact of the URC’s activities, we asked our-
selves the following question: What would the loss be to the state if the URC uni-
versities left Michigan? We then studied the loss in terms of jobs, earnings, tax
revenue, and research. The following four chapters of this report provide quantita-
tive measures of how the URC is performing in those areas.

In addition to tracking the URC’s performance year-to-year, we compare the URC
to six peer university clusters in five states. We compare Michigan’s URC with
some of the best universities (public and private) in each of these states, as shown in
Table 6 below, on a number of research and tech transfer measures.

TABLE 6. Comparison Peer University Clusters

Michigan’s URC

Michigan State University

University of Michigan

Wayne State University

Northern California

University of California,
San Francisco

University of California,
Berkeley

Stanford University

Southern California

University of California,

University of California,

University of Southern

Los Angeles San Diego California
Illinois University of Chicago University of Illinois Northwestern University
at Urbana-Champaign
Massachusetts Harvard University Massachusetts Institute of Tufts University
Technology (MIT)
North Carolina Duke University University of North Carolina North Carolina
(Chapel Hill) State University

Pennsylvania

Penn State University

(all campuses)

University of
Pittsburgh (all campuses)

Carnegie Mellon University

Source: Anderson Economic Group, LLC
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URC's Presence in Michigan
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