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GFK 5: [DAN: THE LABEL ON THE VERTICAL AXIS SHOULD READ “.”]

workers as well as civil service workers. That would be 
the American Community Survey. The footnote goes 
on to discuss what occupations were left out of the 
survey. This part of the footnote undoubtedly refers to a 
different survey also discussed in the House Fiscal Agency 
report — the MECS survey of employers conducted 
by O. William Rye & Co. and commissioned by the 
Michigan Civil Service Commission. That survey, which 
is conducted for the purposes of negotiating with the 
labor unions, covers only large employers and contains 
data for both private and public employers. Someone who 
has read the House Fiscal Agency report carefully and 
done a few calculations will recognize that Table K of the 
House Fiscal Agency report is the basis for Table 1 of the 
Ballard and Funari paper. They may also be aware of the 
difference between the American Community Survey and 
the Michigan Civil Service Survey and that the table uses 
the American Community Survey. Nonetheless, it is very 
confusing when the surveys are mixed in this fashion by 
the authors. 

Inclusion of university employees in the survey creates 
difficulties in making comparisons of the private-sector 
and state salaries. For instance, Ph.D. and master’s degree 
holders in universities have considerably more vacation 
time than their counterparts in the private sector and have 
the opportunity for further earnings through consulting. 
In addition, similar degrees do not necessarily mean 
similar skill sets. For example, to know that someone with 
a master’s degree in education working at the Michigan 
Department of Education makes less on average than a 
person with a master’s degree in physics in the private 
sector says nothing about whether state employees are 
overpaid. Hence, if one were defining “overpaid” as being 
paid more than what a person with the same skill level 
is paid in the private sector, the comparison would have 
to be at a minimum broken down by degree field and by 
experience, which the House Fiscal Agency Report does 
not attempt to do, and which Ballard and Funari fail to add. 

Another reasonable definition of overpaid would be that 
people receive more than the value they provide — in 
economic terms, that their wages exceed the value of 
their marginal product. Since public-sector employees do 
not generally produce services sold in the marketplace, 
it is difficult, even impossible, to accurately determine 
the value of their marginal product. Thus, a table of 
average earnings for state workers as a percent of average 
earnings for private-sector workers cannot “contradict the 
widespread impression that state employees are grossly 
overpaid.” This is not to suggest that state employees are 
underpaid or overpaid, but rather to point out that the 
House Fiscal Agency table used by Ballard and Funari 
does not lead to the suggested conclusion. 

Certainly, Ballard and Funari present no evidence to 
that effect, or that the benefits are sufficiently greater for 
private-sector employees to overcome the much larger 
wages of state employees.

IV.  State Employee Compensation Trends
In their Section IV, Ballard and Funari look at negotiated 
wage increases and concessions of state employees to 
argue that compensation increases for state employees 
have been less than increases in the cost of living. 
Again, there are problems jumping from the data to the 
conclusions of the authors.

First, in the executive summary, the authors state, “Real 
wage growth for state employees has been very close to 
zero.” However, the table they reference involves only 
state employees under collective bargaining agreements. 
This is a subset of the employees used in the employment 
numbers in Part II of the report and a smaller subset of 
all state employees. The difference may be substantial, 
as there are about 50,000 classified employees, but only 
about 70 percent of these are represented by unions in 
collective bargaining agreements with the Office of State 
Employer.15 

Ballard and Funari do start Section IV by pointing out, 
“More than two-thirds of state employees are covered 
by collective-bargaining agreements.” They also note, 
“Table 2 provides an overview of the negotiated wage 
agreements and the concessions.” So a careful reader may 
draw the conclusion that the data in the table are for the 
subset of state employees that are covered by collective 
bargaining agreements. However, the table is labeled 
“State Employee Wage Increases and Wage Concessions, 
Fiscal Years 2002-03 to 2008-09.” This, combined with the 
statement from the executive summary, could mislead the 
reader into believing that the data from Table 2 can be 
used to make a statement about all state employees. Total 
state government employment, 171,100, is more than four 
times the number of state classified employees covered 
under collective bargaining agreements, so these subsets 
of employees may be different enough to invalidate any 
comparison. While it may be possible to come to some 
conclusion about wage concessions of all state employees, 
the data from Table 2 do not allow this.

Second, the authors compare the 20.5 percent total 
negotiated wage increase for employees covered by 
collective bargaining agreements from fiscal 2003 to 
fiscal 2009 with two indices of inflation to discuss state 
employee compensation. They show that these wage 
increases are only slightly more that the rate of inflation. 
However, the paper originally compared Michigan’s 
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