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Abstract
The Cardell Corporation is considering expanding iis custom stamping, assembly, and
infectrion and insert molded part activities in Michigan, which by 1998 would employ 303
| people. We estimare thar 5y 2010, this increased activity will have generated a total of 1,069
jobs in the state. Total state government revenues through 2010, net of MEGA costs and
adjusted for inflation, ;vould be increased by 840,475,000 (1995 dollars) due to the expansion

of the Cardell Corporation’s activity.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan of the Cardell Corporation’s expanding its custc;m stamping, assembly, and injection
and insert molded part activities (SIC 346) in the state. A new facility would be built between
1996 and 1997, with an investment of $46.7 million, and would begin production in mid-1996.
The new facility would employ 5035 workers by 1998. o

The estimates of the benefits include the total number of jobs created in Michigan (by
major industry, including spin-off jobs), and the associated personal income and state
government revenue. Benefits net of the MEGA incentive package, from 1996 to 2010, are
shown in the attached table. The MEGA incentive package includes relief from 735 percent of the
single business tax for the period 1996-2010 and a tax credit to the company equal to 75 percent
of the income tax withheld from the facility’s employees for the same period. )

The total employment effects, reported in the first line of the table, include the direct jobs
created at the facility itself plus spin-off jobs. The spin-off jobs are generated from two sources,
increased purchases from Michigan suppliers and spending by people who receive income due to
the increased economic activity. The construction of the facility and investment in machinery
and equipment is expected to generate a total of 333 jobs in 1996 and 173 in 1997; almost all of
these jobs are temporary. In 1998, the first year of full production, an additional 1,015 jobs are
generated in the state. We estimate that by 2010, this facility will have generated a total of 1,069
jobs in the state. The total number of jobs created (direct plus spin-off) for every direct job
introduced constitutes the “employment multiplier.” The employment multiplier for the
expaﬁsion activity ranges from 1.9 to 2.1 over the period 1998-2010. Sectoral detail on the

employment gains is also shown in the table.




Personal income is shown in the next section of the table. Personal income is defined as
the income of Michigan residents from all sources, after deduction of contributions to social
insurance programs but before deduction of income tax and other personal taxes. As shown in
the table, if Cardell were to expand in Michigan under the incentive program, state personal
income in 1998 would be higher by $52.7 million (in current dollars) than it would be without
the facility, and in 2010 i;t would be $103.3 miilion higher. Adjusted for inflation, these numbers
in 1995 dollars would be $39.1 million in 1998 and $51.7 million in 2010.

The gain in economic activity results in higher state government revenues. We estimate
that the additional economic activity resuiting from the expansion of this activity and the
construction and investment in machinery and equipment would generate $1,440,000 in
additional gross state government revenue in 1996 and $2,576,000 in 1997. The MEGA package
would provide incentives to Cardell of $72,000 in 1996 and 5285,000 in 1997, Thus, the Cardell
Corporation’s activity would generate additional revenue of $1,368,000 in 1996 and 52,291,000
in 1997. We estimate that in 1998, the first vear of full production, t‘.ﬁe operation of the facility
would generate $4,216,000 in additional gross state government revenue, and that the MEGA.
package would provide a $596,000 incentive to Cardell. Thus, the Cardell Corporation’s activity
would generate an additional $3,620,000 in revenue to state government in 1998, net of MEGA
incentive costs.

Over the period 1996-2010, gross state government tevenue is projected to increase by
583,888,000 (in current dollars) due to the expansion of the Cardell Cc;rporation’s activity. The
MEGA incentive package for Cardell is forecast to cost $14,289,000 over the period, resulting in
a net increase in state government revenue of $69,599,000. Adjusted for inflation, the total net
increase in state government revenue from 1996 to 2010 would be $40,475,000 in 1995 dollars.

None of these estimates include the nonmeasurable effects that would produce additional
economic and fiscal benefits for Michigan, such as the intangible advantages of influencing other

location and expansion decisions.




1503 YDA JO 19U 2NUSASI 2IB}G

SLVOY POE’E 106°C | €19 YorT | 96SC | LEL] 950°1
0L6°6 TLL 9L 873 Tkl 1€S ¥9T 69 £1500 YDA
SHF0S 9E1'y £99°¢ LSEE 9£T'E LTl'e {00 STI'T IMNUIAL I]RIS 55041)
LSSOE9 | VOL'IS | 88L°SY | #96°Lb | bShOF | 180%¢ 600°ST | L90'vI SWOIUT {BUOSII |
‘(s1B][OP SGG1 JO Spussuoy})
uonejjut 10J passulpy
66569 $L8°9 LTT'S | L¥OY ELLE 0T9‘t 16T°C 89¢°1 1509 ¥OHIA JO 19U 31UIAR1 918)§
682°¢1 68€°1 AN S06 L98 96§ $8T L 1500 YOI
8388°¢$ b9C°g TSE'9 ¢S6'y | OF9P | 91TV | 95T obb'1 _ INUIALI 218} SS010)
009°8b0°1 | 00E'EOL | 0OK'6L | 00619 | 000'8s | oorzs 00T°2E | 000°81 2WOoUI [BUOSIAJ
:(spuesnoy) sIej[op Juslind uj
— 1€z 01T 681 v81 SLI 681 STT elily]
— £0T €Ll SLL 181 981 $El b6 §901A198
— €Tl 011 ¢1l GI1 (el 98 8¢ apeq) jre)ay
— LSS €6t GLY 244 8P 6OV LLE FuLmoR)RUBWUON
— cIs 108 £1¢ 1¢s £es 78T £6 Fupnpogynue)y
— 690°1 ¥G6 T66 S00°1 S10°1 169 0LY 1ewordwsa jeio],
01029661 010Z S00T 000T 6661 8661 LG661 9661 101821pU] [E951,4/91UI0U00H
2101, .

AT FAIIUIIU] 94} YI1M SHJIUIGE 19N

uoIsta(q worsuedxyy wonviodio) [ pLr) 9wz Jo urSHpIA to IO [EISI] PUE AWOU0IT




