The Retrenchment of the State Employee Workforee in Michigan

Exccutive Summary

This report details some of the changes that state employees have seen in their level of emplovment. compensation,
working hours. and benefits, From 2001 10 2008, the size of the state workforce decreased by more than 11,000,
Over this period. state employees have also accepted furlough programs, Real wage growth for state emplovees has
been very close to zero, and state employees have paid more for retirement and health-care benefits, Taken together.,
these changes have saved the State of Michigan approximately $3.3 billion in wages, $143 million in pension
expenditures, and $300 million in health expenditures, for a total of mare than $3.7 billion.

We present the highlights of these changes in this executive swmmary, More details can be found in the remainder of
the report.

I. The Shrinking Number of State Employvees

From 2001 to 2008, Michigan’s state-employee workforee was reduced by more than 11,000, or 18.1%
of 2001 employment. The employment decreases affected nearly every department of state government.
For example, State Police employment was reduced 32.3% from 2002 and 2008, The Departments of
Agricalture, Natural Resources, and Environmental Quality lost an average of 28.8% of their workforces
from 2001 1o 2008.

By 2008, employment reductions led to a decrease of more than $600 million annually in salary alone, when
we compare with the level of employment that existed in 2001, When accumulated over the entire period
since 2001, these employment reductions are associated with a reduced state expenditure of more than $3
billion.

2. Pay Levels for State Employces

The House Fiscal Agency reports that state employees earn less than their private-sector counterparts, on
average. in cach of eight different categories of educational attainment.

3. Changes in Wages, Benefits, and Other Work Arrangements

From 2002 to 2009, atter adjustment for inflation, covered state emplovees saw little to no real wage growth,

In 2003-03, state employees accepted “banked-leave-time™ and furlough programs, resulting in savings of
approximately $275 million for the State of Michigan. Another furlough program is currently underway.

Beginning in 2008, state employees accepted substantial increases in their premiums, deductibles. and co-
pays for health insurance. Over the life of the current contract. these changes are expected to lead to S300
million of savings for the State of Michigan.

Beginning in 1997, new state employees were covered under a defined-contribution pension plan, This
change is estimated to have Jed to savings for the State of Michigan of S143 million through 2006, The
savings will aceelerate in future vears,
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1. Introduction

The employees of the State of Michigan perform Figure 1. Classified Employees of the

an extraordinarily wide variety of duties.  In recent

vears, the number of these state employees has de-

creased substantially. This raises serious questions 20.000
about the ability of the remaining state employees ’

to discharge the duties that are required of them.

Morcover, the state emplovees who remain have 60,000
made a variety of concessions involving their com-

pensation.

The purpose of this report is to document sev- 50,000
eral of these significant changes in the size and
compensation of the state workforce. No attempt |
will be made to assess the optimal number of state
employees. or the optimal compensation. However,
at o minimum. it will be clear that state employees 140.000
have already plaved a very large role in helping i
the State of Michigan to grapple with its budgetary '
problems. Further cuts will run an increasing risk 20,000
of leaving the state government unable 1o perform
its vital functions.
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section. We begin with a description of the shrink- 0
age in the number of state emplovees, The data pre- O
sented here are taken from the Annual Workforee >
Reports, prepared by the State of Michigan Civil

Service Commission.'

These waorkforce data are readily available. all
the way back to 1966, The state workforee reached
its peak in 1980, with nearly 70,000 workers. How-
ever. in this report, we focus on the trends in the current decade. Figure |
shows the number of state classified employees from 2000 1o 2008.° Fig-
ure | shows that the number of employees actually increased slightly from
2000 to 2001, but decreased substantially since 2001, Figure 1 and the
subsequent figures provide a label with the highest and lowest levels of
employment during this period. From the decade’s peak in 2001, the size
of the state-emplovee workforce decreased by more than 11,000, This is
a reduction of about 18.1% of the peak employment.

The emplovment reductions shown in Figure 1 were spread very
widely across the various departments of state government.  Figures 2(a)
through 2{g) show the decreases in the number of employees in selected
departments. The details vary from one department to the next. but the
trend is broadly similar in every case shown.”

Figure 2(a) shows the employment reduction in the State Police.
where more than 20 percent of the peak employment in 2002 was gone by
2008, Figure 2(b) shows the reduction in the Department of State. which
is involved with elections and motor-vehicle licensing and registration. In
the Department of State. employment deereased by nearly one-third (32,3
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percent) from 2002 to 2008,
Figures 2(c), 2(d). and 2(¢) show

the trends for the Departments of

Agriculture, Natural Resources. and
Environmental Quality. We place
these departiments together, because
each of them is involved with Mich-
igan's outdoor environment,  In
cach of these departments, employ-
ment peaked in 2001 or 2002, From
the peak until 2008, employment
fell by 25.8 percent in Agriculture,
37.7 percent in Natural Resources,
and 16.3 percent in Environmental
Quality.
the employment declines in these
three departiments is 28.8 percent.

In today’s discussions of Michi-
gan’s economy, tourism is frequent-
Iy mentioned as an engine of future
economic growth, Michigan tour-
ism is closely linked with the physi-
cal environment of the state. Thus,
the policy of dramatically decreasing
the number of employees who work
in the Departments of Agriculture.
Natural Resources. and Environ-
mental Quality raises serious ques-
tions. One set of questions has to do
with the health of the tourism sector.
and whether it will truly be able to
produce the economic growth that is
hoped for, More broadly. the policy
raises questions about Michigan's
ability to preserve its environment
for future generations. Reductions
in other parts of the state workforee
lead to similar questions regarding
the economic health, public safety,
public welfare, and public finances
of Michigan.

Figure 2(1) shows the employv-
ment trends in the Department of
Human Services and its prede-
cessor, the Family Independence
Agency,  From 1969 until 1991,
this ageney had more employees
than any other part of state gov-
ernment.  Since then, it has been
sccond only to Corrections.  Fig-
ure 2(1) shows that employment in
this department has decreased by
27.7 percent during the current de-
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Figure 2{c). Class fied Employees in the
Department of Agriculture,
State of Michigan, 2000-2008
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Figure 2(d). Classified Employees in the
Capartment of Natural Resources,
State of Michigan, 1000-2008
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Figure 2(e). Classifhed Employees in the
Dept of Environmental Quality,
State of Mic higan, 2000.2008
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Flgure 2{g). Classified Employees in the
Department of Corectons,
State of Mxchigan, 20062008
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