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Abstract

N-K Manufacturing Technologies, Inc. is considering building a new facility in Allendale,
Michigan to expand its injection-molding operations. By the year 2011, the facility would
employ 540 people. We estimate that by 2018, this expansion will have generated a total of
1,047 jobs in the state. Total state government revenues through 2018, net of MEGA costs and
adjusted for inflation, would be increased by $38,532,000 (1997 dollars) due to the expansion
of N-K Manufacturing Technologies, Inc.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan of N-K Manufacturing Technologies, Inc. building a new facility in A]léndale, Michigan
to expand its injection-molding operations (SIC 3089). Investment activity would take place
between 1997 and 1999, with an investment of $10.5 million, and operations would begin in April
1998. The facility would employ 540 workers by 201 1.

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 1997 to 2018, are shown in the
attached table. The MEGA incentive package include;s“a tax credit to the company for the period
1999-2018 equal to 4.4 percent of the payroll (gross wages) of employees hired at the facility as a
result of the project. The payroll tax credit represents 100 percent of the maximum _emplbyment
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 construction of the facility is expected to generate a total of
62 jobs in 1997, 5 jobs in 1998, and 4 jobs in 1999; almost all of these jobs are temporary. In
2011, the first year of full operations, an additional 1,022 jobs are generated in tﬁe state. We
estimate that by 2018 this facility will have generated a total of 1,047 jobs in the state. The total
number of jobs created (direct plus spin-off) for every direct job introduceci constitutes the
“employment multiplier” The employment multiplier for the expansion averages 1.9 over the
period 2011-2018. 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 N-K Manufacturing Technologies, Inc. were to expand in Michigan under the -
incentive program, state personal income in 2011 would be higher by $71.8 million (in current
dollars) than it would be without the facility, and in 2018 it would be $97.4 million higher. |
Adjusted for inflation, these numbers in 1997 dollars would be $41 million in 2011 and $475
million in 2018. | |

The gain in economic activity results in higher state government revenues. We estimate
that in 2011, the first year of full operations, the facility would generate $5,744,000 in additional
gross state government revenue, and that the MEGA package would provide a $725,000
incentive to N-K Manufacturing Technologies, Inc. Thus, the N-K Manufacturing Technologies,
Inc. facility expansion would generate an additional $5,019,000 in revenue to state government in
2011, net of MEGA incentive costs.

Over the period 1997-2018, gross state government revenue is projected to increase by
$79,600,000 (in current dollars) due to the expansion of N-K Manufacturing Technologies, Inc.
The MEGA incentive package for N-K Manufacturing Technologies, Inc. is forecast to cost
$9,862,000 over the period, resulting in a net increase in state goveérnment revenue of
$69,738,000. Adjusted for inflation, the total net increase in state government revenue from 1997
to 2018 would be $38,532,000 in 1997 dollars. These calculations dd not include any revenue
losses due to the property tax abatement. If the cost of the abatement were included, the net
Tevenue gain to state goverﬁment 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.



Juawereqe xe} Aredoid oy} 03 9np $35SO] SNUAAAI JUSWIUISA0S 911S AUg SPN[OUT JOT OP SSIEUIISS ISOY Ly

7€5°8¢€ cre'e  |180°€  |L8LT  [88TT £€0°T  |E8Y 91¥ 60¥ 04 1500 VEYHIAL JO 19U SNUAARI IEIS
9799 06¥ v6¥ €6V 8TV Rat Il 6 0 o 1500 VOHIN
eci'sy  |eos‘s  |sLse  |osTe  |9ILT | LVTL |V6S 80 601 00¥ | QMUAADI 31E)S SSO1D
gor'p0s  l6ES‘Ly  |069PY  |666°0F [TS6EE ¢gc’sl L |zseo [orl's  |000°S aWOoUY [BUOSIS]
:(SIRJJOP L661 JO SPuRSHOY))
: uonegul 1oj paisnipy
8€L°69 c16'9  |Lo1'e  lelo‘s  |Lgor  |0sSTT |L09 S6Y 147 00b 1500 VOHIA JO Jou SnU9AAI 91B1g
7986 6L8 €18 SZL 119 997 121 L6 0 0 | 1500 YOI
009°6L z6L'L  loze‘o  |pbL's  {8¥9F 19181  |8TL 768 37474 00¥ SNUSADI 21835 §501D
00066 |00b°L6 {00598 0OSTL [001°8S ooLzz loo1'6  [oo¥‘L  |009°Ss  |000°S awiooul [RUOSISd
:(Spuesnov}) SIB[JOp JUSHIND UJ
— v61 ¢81 6L1 161 ¥9 14 97 0z (43 _YO
- 112 1461 661 991 L9 0€ 97 (é 0T §901A1S
— z01 66 101 8 6¢ 61 91 €1 AR opeI], ey
— LOS 18% 6LY 0¥ 0L1 LL 39 S 9 SULINOBJNUBIION,
— ovs ovs €S 8ht €7T SI1 96 9L 89 SuLIngoe OuRA
—  |wor l1zo't  |zTo'l  |0S8 £6€ 761 bo1 1€1 7€l swAordury [eo],
8107-L661 | 810T S10T 1107 0107 $002 0002 6661 3661 LG6T J03e01pu] [BISLY/OTUIOUOYH

[#10],

aSurord FANUIUL Y} YNA SPJIUIY N
uoisuedxyy Aypoey -ouj ‘sarSojouyda], Sunjoenuey 3-N 31 Jo weSIOIA U0 S3RYF [EIS1Y pue JUIOUOI




