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INTRODUCTION
The University of Michigan, as a public university, has an inherent responsibility to serve
the interests of the community it represents. U of M is an anchor institution, in that it is “a
long-standing and deeply rooted community organization that… [is] the largest contributor
to the community’s continued economic stability and strength.”1 The institution purchases
more than $1 billion of goods and services each year2, and how the university chooses to
spend that money shapes the structure and values of Ann Arbor and Southeastern
Michigan as a whole.
U of M has already acknowledged its key role in promoting social change on campus and
beyond. Since 1999, it has implemented several strict codes to combat sweatshop
conditions in the manufacture of its licensed apparel3; strengthened ties to local
transportation initiatives by purchasing free bus rides for students and faculty for $1.7
million4; and purchased the dairy and agricultural products used in its dining halls from
local Michigan farmers.
Anchor institutions experience concrete, long-term benefits from improving their local
economies. Many students choose to attend the University of Michigan in part because Ann
Arbor is a dynamic, growing city with a wealth of culture and activities to offer students.
For many, the same draw extends to the proximity of Detroit, with its own vibrant history,
art, and culture. The idea that place matters to prospective students is not just conjecture;
it has repeatedly been shown to be a factor at many major research institutions. For years,
the area of Cleveland surrounding Case Western Reserve University hurt admissions
numbers. Prospective students would often comment about empty storefronts and eerily
quiet streets. After a $44 million mixed-use development project was launched in the
surrounding neighborhood in 2009, however, the community experienced a significant
upswing and attracted new students from across the country. In the three years following
the development project, the number of applications received by Case Western almost
doubled, culminating with the incoming class of 2012, which was the “largest, most diverse
and most academically accomplished in the university’s history.”5 To continue attracting
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the brightest young minds in the country, and to retain them, Michigan needs to take
greater steps in promoting diversity and regional economic ties.
Fundamentally, the University of Michigan is public institution that benefits enormously
from $300 million in taxes of Michigan residents.6 As U of M President Mark Schlissel said
in his inaugural address, “We must seek partnerships that infuse our economy with talent
and energy, and build an appreciation for our region’s heritage as a place of past and future
innovation.”7
A STRUGGLING LOCAL ECONOMY
The University of Michigan sits within a community, state, and region that are still
suffering from the economic effects of the Great Recession. Michigan’s unemployment rate
averaged 7.2 percent in 2014, a full point higher than the national average.8 The university
is also located 45 minutes away from Detroit in Wayne County, which has an
unemployment rate of 9.2 percent—one of the highest in the nation.9 In the Midwest as a
whole, employment has not recovered enough to accommodate new entrants in the labor
force; the average number of weeks a person will spend unemployed is still nearly double
the average pre-2008 level.10
Economic challenges are distributed unequally, both locally and nationally. While
Michigan’s unemployment rate averaged 7.2 percent, it was 15.9 percent for African
Americans and 8.8 percent for the Hispanic population.11 Nationally, women- and
minority-owned business enterprises (WBEs and MBEs) comprise 50 percent of all U.S.
firms but receive only 7.3 percent of business transactions.12 This disparity is at least
partially due to a lack of access to capital: women and minority entrepreneurs are less likely
to have loans approved and more likely to pay higher interest rates even after controlling
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for credit score and other factors.13 African Americans and Hispanic Americans have
significantly less wealth than white Americans but rely more on their own money to start
businesses.14
These conditions contribute to the nation’s racial wealth gap. The median household net
worth for white Americans is $110,531, compared to $6,349 for African Americans and
$7,683 for Hispanic Americans.15 This inequity is exemplified by Wayne County, where 82
percent of white residents own homes, compared to only 33.9 percent of African
Americans.16

Graph 1 shows national median net worth by race.17

This data suggests that the economy surrounding U of M is still struggling, and that this
struggle falls disproportionately on minority populations. The university alone may not be
able to solve these problems, but with its billions in purchasing dollars, it can have a
massive impact.
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CURRENT LANDSCAPE AT U OF M
University of Michigan Disadvantaged Business Purchasing
There is a great opportunity for the university to tap into the pool of local diverse suppliers.
In 2007, the most recent year the data is available, there were 4,607 MBEs in Washtenaw
County, representing $809,912,000 in sales, receipts, and value of shipments and 12.4
percent of total firms.18 WBEs in Washtenaw County numbered 10,795, or 33.1 percent of
firms.19
U of M acknowledges that new suppliers may have difficulty soliciting business with the
university. While the university meets federal regulatory and compliance reporting goals,
following the example of other institutions, U of M has the potential to greatly increase its
purchasing from disadvantaged businesses.
University of Michigan Local Purchasing
U of M’s most extensive efforts to increase its local purchasing have been in buying more
sustainable food, both for catering and dining hall services. One of the goals of the
university’s Office of Campus Sustainability is to increase sustainable food purchasing by
20 percent, and it estimates that it has already achieved a 10 percent increase.20 In the
university’s Sustainable Food Purchasing Guidelines, local purchasing plays a large role in
meeting this goal, not only because of lower transaction costs and carbon emissions, but
also because “supporting local farmers and growers keeps money circulating within the
community longer and directly profits local producers.”21 The same guidelines state that
the production facility must be located within 250 miles of Ann Arbor and that at least 50
percent of the ingredients of the product must be grown within 250 miles of the processing
facility.22 These purchases are being tracked by the Office of Campus Sustainability and
data reports are available publicly.
For general procurement, unlike food purchasing, the university does not have a systematic
and publicly available program for local sourcing. There is no comprehensive definition of
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local purchasing, nor are their targets or tracking established in this area at either the
university or departmental level.
OTHER UNIVERSITIES AND INSTITUTIONS
Disadvantaged Business Purchasing
Many institutions around the country, including both public and private universities, have
recognized the role they can play in driving economic inclusion in their local communities
through their purchasing. While all public institutions must meet various federal
regulatory compliance and reporting standards, many also recognize the benefits of
employing an individual (or individuals) specifically to work with small, local MBEs and
WBEs.
Some of these schools, including Michigan State University, the University of California,
the University of Florida, and Pennsylvania State University, are elite, highly
departmentalized public research universities similar to the University of Michigan. Their
small and diverse supplier manager positions vary but generally involve matching small
and MBE/WBE suppliers to departmental buyers, managing small and diverse supplier
databases, assisting with federal small business subcontracting plans, and tracking
additional diversity spending goals. Many of these positions have been highly successful: By
employing a group to set metrics and collaborate with local institutions, the University of
Pennsylvania has increased diversity purchasing from $41,441,311 to $105,763,912 over the
past decade.23
Some schools, such as Penn, Kent State University, and the University of Minnesota
provide public information on the goals and activities of their supplier diversity
programs.24 25 These programs demonstrate the universities’ commitment to supporting
disadvantaged businesses and expanding their local economies beyond federal
requirements. The University of Minnesota Board of Regents has said:
Consistent with the University's outreach and public service mission, it is appropriate
that the University foster economic growth in the urban communities of which it is a
part. Reduction of poverty and unemployment in the urban community is of vital
interest to the University. The University shall take advantage of opportunities,
23
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presented by its construction projects and its contracts for goods and services, to
promote the training and employment of urban community residents in skilled trades
and professions.26
Private firms are also reaping the benefits of local purchasing. A study of 50 companies
from the service and manufacturing sectors found that “leading procurement organizations
had slightly higher adoption rates of supplier diversity than the typical company, yet
generated 133 percent greater returns in the cost of procurement than the average
performer, driving an additional $3.6 million to their company’s bottom line.”27
Merck & Co., one of the largest pharmaceutical companies in the world, engages in
diversity purchasing. American Safety Products, a small Raleigh-based MBE, “performs
construction site cleaning, provides safety supplies to Merck’s subcontractors on site, and
delivers other services as needed.” The owner, Warren Arlington, has declared, “our
partnership with Merck has increased our annual revenues by 20 to 25 percent.” He added
that without the initiative of diversity purchasing, “we would not have that opportunity.”28
These examples demonstrate the feasibility and necessity of employing an individual
focused on diverse procurement.
Local Purchasing
Many institutions and private businesses have created systematic local purchasing
programs that have benefitted both their local economies and their own financial
development. Indeed, few American universities do not have at least a nominal
commitment to local purchasing. Programs with specific, trackable goals or metrics are
often the most successful at generating a positive economic impact.
The University of Pennsylvania, which spent $109.2 million on goods and services from
local suppliers in FY2013, posts information about its purchasing online in easily
understandable charts and tables. It estimates that this local procurement program
generates about 200 jobs and $6 million in local area wages.29 Similarly, Case Western
26
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Reserve University has entered into a partnership with the Cleveland Clinic and University
Hospitals to develop a local purchasing program. These three institutions realized that
while they were purchasing $3 billion in goods and services annually, none if it was being
spent in their own surrounding neighborhoods. They now allocate a portion of their
procurement to local sustainable worker co-ops that they helped develop.30 Michigan State
University has agreed to partner with the Pure Michigan Business connect program and
commit 50 percent of its purchasing to Michigan businesses.31 The program is a part of a
Michigan Economic Development Corporation initiative and will allow MSU to connect
with local business more easily.
Numerous municipal and county governments have also committed to systematic local
purchasing policies, including Grand Rapids, Lansing, Columbus, Cleveland, Washtenaw
County, and Macomb County, as have the state governments of Indiana and California.32
The economic and financial impact of some of these policies is described below.
POLICY RECOMMENDATIONS
Reinstate the position of Supplier Diversity and Social Responsibility Leader
The University of Michigan should reinstate the position of Supplier Diversity and Social
Responsibility Leader (SDSRL). This leader would serve the following primary roles:
1. In-reach: The SDSRL would assist and educate purchasing teams and schools (including
principal investigators for federally funded research projects) within the university and
provide tools and resources to maximize purchasing from small, diverse, and local
suppliers. This would include:
- Creating and holding in-person and online trainings for university buyers
- Ensuring that small, diverse, and local suppliers are adequately represented
in the university’s online contract supplier database
- Educating departments on how to find small, diverse, and local suppliers, and
highlighting opportunities to source from these businesses
- Communicating with and supporting departments that wish to purchase
from small and diverse suppliers
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-

Incorporating local and women- and minority-owned businesses in
departmental order systems to promote these businesses while maintaining
efficiency

2.
Outreach: The SDSRL would find and work with qualified small, diverse, and local
suppliers to ensure that the university is utilizing the best suppliers it can. This would
include:
- Representing the university at diversity supplier events throughout the state
and region
- Developing sustained relationships with local organizations that can lead to
relationships with diverse and local businesses (e.g., Detroit Economic
Growth Corporation, Detroit to Detroit, Michigan Minority Supplier
Development Council, Michigan Economic Development Council, Michigan
Black Chamber of Commerce, other universities)
- Ask for input from purchasing teams to identify additional organizations that
the purchasing department may not be aware of
- Hosting supplier diversity networking sessions that allow diverse suppliers
to meet influential decision-makers within the university
3. Supplier Relations/Service: The SDSRL would engage with small and minority suppliers
to ensure that they are offered a fair opportunity to engage with university departments.
This would include:
- Handling inquiries from small and diverse suppliers wishing to do business
with the university
- Meeting with suppliers to help them better understand how to do business
with the university
- Creating trainings and writing guides to help navigate university purchasing
- Creating a supplier diversity website
- Providing support to suppliers wishing to register as certified MBEs or WBEs
4. Regulatory and Compliance Reporting: The SDSRL would work to ensure the university
continues to meet all state and federal policy relating to institutional purchasing. This
would include:
- Working with subcontractors to help develop and submit small business
subcontracting plans for contracts exceeding $650,00033
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5. Public Relations: The SDSRL would serve as the social responsibility face of the
university’s purchasing department, helping to highlight the department’s work to
potential donors, students, and faculty in conjunction with the university’s other diversity
initiatives.
Create a Definition of Local Purchasing and Set Metrics for Achievement
The purchasing department should better define “local business” and set concrete goals to
monitor their ability to follow them.
1. Creation of a Definition of “Local”: The university should create a specific, measurable
definition for a local business. Some possible requirements include:
- The headquarters of the business are located within the region of interest
- The business has paid property taxes within the region of interest in the past
year on property essential to the completion of the proposed contract
- The business has been dealing in goods and services similar to the subject of
the contract on a regular basis for at least one year
- 50 percent of the employees of the business are residents within the region of
interest
The university could establish a two-tiered system in which a business could be considered
“local” if it met these requirements for Washtenaw and Wayne Counties and “state-based”
if it met these requirements for the state of Michigan.
2. Set Metrics for Local Purchasing Achievement: The university should set a series of goals
including
- Short-term purchasing goals for local and state-based sources to be
accomplished by 2020
- Long-term purchasing goals for local and state-based sources to be accomplished
by 2030
Purchasing should be tracked based on local and diversity criteria, and the goals and
progress should be made available publicly online.
POTENTIAL IMPACTS
External Economic Impact
Targeted purchasing from small, disadvantaged, and local businesses has the potential to
create a powerful positive multiplier effect on the local economy. A study looking at the U.S.
from 1989 to 2003 found that small businesses accounted for 92 percent of new job
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creation.34 Small businesses also usually contribute more to local philanthropy and are
more involved in the community than non-local chains.35
The needs of disadvantaged and small suppliers will often overlap. Due to their difficulties
obtaining capital, minority firms are disproportionately small businesses: They employ
eight individuals on average, whereas white-owned firms employ 21.36 In addition,
purchasing from disadvantaged businesses has the potential to reduce racial wealth gaps,
which in turn can have a positive effect for the overall economy. A study done on
California’s procurement practices for small and disadvantaged business concluded that
these targeted public contracts generated approximately $4.243 billion in new economic
activity.37 By having an employee dedicated to ensuring that disadvantaged businesses have
a fair opportunity to compete for its business, the University of Michigan can have a similar
impact.
Local purchasing can also have a significant economic impact by creating jobs, generating
greater tax revenue, and promoting economic vitality. According to a report that analyzes
local purchasing in seven U.S. cities, for every $100 spent on purchases from locally owned
business an additional $52 stays in the local economy. This stands in contrast to non-local
purchasing, which only results in an additional $25 staying in the local economy.38
By these estimates, increasing local purchasing by 5 percent of total university
procurement would generate $13.5 million in additional local economic activity. Using the
same spending-to-job-creation ratio as Washtenaw County, this marginal increase would
also lead to the creation of more than 450 new local jobs.39 Local purchasing can also have
positive environmental effects; lower transportation distances for locally produced goods
require less energy and generate fewer carbon emissions.
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By sourcing from small, disadvantaged, and local businesses, the university can drive
economic prosperity and inclusion, create more vibrant local communities, and contribute
to global sustainability.

Graph 2 shows local economic return calculations from locally-owned businesses vs non-local chains
40
according to studies from seven different U.S. cities.

Internal Financial Impact
Diversity purchasing
The SDSRL will streamline the diverse purchasing process, helping the university cut costs
and speed up the pace of major projects. Since public institutions must meet federal
regulatory compliance and reporting standards compliance on projects that use over
$650,000 in federal money, a centralized SDSRL would be able to guide every major project
efficiently through these obstacles, thus minimizing administrative costs. Further, the
SDSRL could establish long-term relationships with a talented, innovative new pool of
diverse suppliers for the university. This means the university would eventually have a
larger selection of businesses that could better cater to its needs. The University of Chicago
already recognizes this benefit, noting that “broadening the supplier pool means better
service and value for the University.”41 While this employee’s salary would cost $60,000–
40
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$90,000, the economic benefits for the state and university make this proposal feasible, if
not totally revenue neutral.
Local purchasing
If U of M stimulates the economy of the surrounding community, it will make itself a more
attractive destination for the country’s brightest and best students. Students want to live in
or near a city with world-class institutions, with significant museums, music, and theatrical
performances, and a strong nightlife. A strong Ann Arbor, a strong Washtenaw County, and
a strong Detroit will all contribute.
KEY FACTS
● The median household net worth for white Americans is $110,531 versus $6,349 for
African Americans and $7,683 for Hispanic Americans.42
● By creating trackable goals and collaborating with local institutions, the University
of Pennsylvania has increased diversity purchasing from $41,441,311 to $105,763,912
over the past decade.43
● Targeted spending at local, small, diverse businesses can have a multiplier effect on
the economy: Penn estimates that it generates about 200 jobs and $6 million in local
area wages with its program.44
● In 2002, the last year the University of Michigan had a full-time supplier diversity
leader, the university was named Corporation of the Year by the Michigan Minority
Business Development Council.45
● For every $100 of spending on local business, $52 is recirculated or reinvested
within that community.46
● The Pure Michigan Business Connect and the Detroit to Detroit (D2D) purchasing
program can potentially create 7,700 jobs and lower costs by 25 percent in Detroit
and will increase sustainability.47
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TALKING POINTS
● The recirculation and reinvestment of money spent locally increases local economic
activity and prosperity.
● The University of Michigan should direct its purchasing toward businesses within
the state and local area to provide economic stimulus for its community.
● Women- and minority-owned businesses are less likely to have access to capital due
to historic disadvantages, 20th century governmental policies, and current bank
practices.
● The University of Michigan should retake its place as a leader in supplier diversity
and social responsibility to remedy this disparity and revitalize the local economy.
● A dedicated supplier diversity position could be financially beneficial because it
would create a pool of small, diverse suppliers that the university could tap for
federal spending requirements.
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