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- Abstract

Gerber Products Company is considering expanding its baby food production facility in
Michigan as a result of the closure of its Asheville, North Carolina facility. The facility would
employ 125 people. We estimate that by 2018, this expansion will have generated a total of 373
Jobs in the state. Total state government revenues through 2018, net of MEGA costs and
adjusted for inflation, would be increased by 817,859,000 (1997 dollars) due to the expansion
of Gerber Products Company.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan of Gerber Products Company expanding its baby food production facility in Michigan
as a result of the closure of its Asheville, North Carolina facility (SIC 2032). Investment activity
would take place between 1998 and 2000, with an investment of $48.9 million, and operations
would begin in May 1998. The facility would employ 125 workers.

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 1998 to 2018, are
shown in the attached table. The MEGA incentive package includes relief from 85 percent of the
single Business tax for the period 1999-2018 and a tax credit to the company for the same period
equal to 3.74 percent of the payroll (gross wages) of employees hired at the facility as a result of
the project. The payroll tax credit represents 85 percent of the maximum employment credit
available to a company. |

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 expansion of the facility is expected to generate 130
construction-related jobs in 1998, 101 in 1999, and 91 in 2000; almost all of these jobs are
temporary. In 2001, the first year of full operations without construction activity, an additional
330 jobs are generated in the state. We estimate that by 2018 this facility will have generated a
total of 373 additional 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 expansion averages 2.7 over the period 2001-2018. 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 Gerber Products Company were to expand in Michigan under the incentive program,
state personal income in 2001 would be higher by $17.4 million (in current doHars) than it wouldr
be without the facility, and in 2018 it would be $34.5 million higher. Adjusted for inflation,
these numbers in 1997 dollars would be $12.4 million in 2001 and $17.2 million in 2018.

The gain in economic activity results in higher state government revenues. We estimate
that in 2001, the first year of full operations without construction activity, the facility would
generate $1,392,000 in additional gross state government revenue, and that the MEGA package
would provide a $355,000 incentive to Gerber Products Company. Thus, the Gerber Products
Company facility expansion would generate an additional $1,037,000 in revenue to state
government in 2001, net of MEGA incentive costs.

Over the period 1998-2018, gross state government revenue is projected to increase by
$39,256,000 (in current dollars) due to the expansion of Gerber Pféducts Company. ‘The MEGA
incentive package for Gerber Products Compﬁny is forecast to cost $9,072,000 over the period,
resulting in a net increase in state government revenue of $30,184,000. Adjusted for inflation,
the total net increase in state government revcnué from 1998 to 2018 would be $17,859,000 in
1997 dollars. These calculations do not include any revenue losses due to the property tax
abatement. If the cost of the abatement were included, the net revenue gain to state government
would be slightly less.

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.




TUSWSIRAR X} Ayedoxd a1 0} 9Np SOSSO[ SNUSAI JUSTILISA0T 578)s Awe apnyoul 30U Op SOIEWITISS ISOY Ly

658°L1 P01 [9L6 Th8 01L 0L9 866 056 0¥6 ¥1500 VOHIA JO 19U 9NUSASI 91eI§
S9¥°9 0€E LTE 749 (443 0zg 0ZE T1¢ 0 1500 VOHN
YeEYT 8LE°1 €0ET  |991°1 ZEO'T  |066 8LZ1  |T9T1  [ov6 QUUBAAI 972)S $SOID)
cco0s  |ozzLl  |8szo1 |1LsPT  |T06°Tl |€L€T1  |€L6'ST  |OLL'ST  |[8PL'IT JUWooU] TeUosIag
(818[[OP LG6T JO Spuesnoyy)
i UOTR[FuI JOJ pAIsnlpy
¥81°0€ os1z  |sp8T  |serT  logr‘r  [LgoT  [o9¢’T  {z8T'T  |0TIT #1800 VOTIA JO 19U SNUSARIT 31215
7LO6 09 L¥S 99 00t SSE 243 9Z¢ 0 1809 VOHN
95T6¢ 09LT  |z6€T  |P06°T 0£s‘t  [zegT . [POLT 809°1 0Z1°1 ONUIADI 9JBIS $5010)
ooL‘osy  loos‘ve 100667 |008€z |00T°61 |0OVLT |00€£1T |001°0T [000%1 SUWOOUL [BUOSIO]
:(SpuesSNOY}) SIL[[OP JUSLIND U]
— 6 €6 38 8 L8 9¢1 LET 711 Mo
— 96 L8 7L 19 ¥9 76 001 8L SI0IAISG
— LE g (43 1€ 9¢ S 6S 9F opel], eIy
— 82T SIT 761 9L1 L81 78T 96T 9¢T SULINIBINUBUIUON
— Sl il 71 6€1 er1 $91 TL1 811 Surnjorynuejy
— €LE 65€ €€ SI€ 0£€ 347 89% yS€ JuourAofduy Je10],
810Z-8661 | 810T $10Z | 0102 S00Z | .100T 0007 6661 8661 JO1BOIPU] [BISTY/OTUIOUOIE
[e10],

ISeyorg SANUIDUT Y} IM S)JIURY PN
uorsuvdxy AjReg Aueduio)) spPNposJ IS AY) JO ULSIYIIIA U0 SIIILY [€ISI] Pue HUWOUOIH




