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Abstract

Saturn Electronics and Engineering, Inc. is considering expanding a research, design
and manufacturing facifity in Coopersville, Michigan. This facility would design and
build electronic — hydraulic devises. The new facility would employ up to 125 people
by the end of 2009. We estimate that by 2013, this location will have generated a total
of 247 jobs in the state. Total state government revenues through 2013, net of MEGA
-costs and adjusted for inflation, would increase by $7.28 million (2004 dollars) due to
the expansion of the facility.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan of Saturn Electronics and Engineering, Inc. expanding a design and
manufacturing facility in Coopersville. Investment activity would take place between
2004 and 2008 with an investment of $18 to 20 million. The facility would employ an
additional 125 people and would be at full production by 2009.

The estimates of the benefits attributable to the project 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 2004 to 2013, are shown in the attached table. The MEGA incentive
package includes a tax credit to the company equal to 100 percent of the state income
tax rate on the payroll (gross wages) of employees hired at the facility for the period
2005 to 2013.

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 created from
two sources, increased purchases from Michigan suppliers and spending by people who
receive income due to the increased economic activity. In 2009, the first year of full
operations, an additional 282 jobs are generated in the state. The total number of jobs
(direct plus spin-off) for every direct job introduced constitutes the “employment
multiplier.” The employment multiplier for the expansion averages 1.59 over the period
2004 to 2013. Sectoral detail on the employment 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 Saturn Electronics and Engineering, Inc. were to locate in
Michigan under the incentive program, state personal income in 2009 would be higher
by $17.27 million (in current dollars) than it would be without the facility, and in 2013, it
would be $19.59 million higher. Adjusted for inflation, these numbers in 2004 dollars
would be $15.91 million in 2009 and $16.88 million in 2013.

The gain in economic activity results in higher government revenues. We estimate that
in 2010, the first year of full operations without investment activity, the facility would



generate $1.36 million in additional gross state revenue, and that the MEGA package
would provide a $253,000 incentive fo Saturn Electronics and Engineering, Inc. Thus,
the expanded Saturn Electronics and Engineering, Inc. facility would increase state
revenues in 2010 by $1.11 million, net of MEGA costs.

Over the period 2004 to 2013 state government revenue is projected to increase by
$9.81 million (in current dollars) due to the expanded Saturn Electronics and
Engineering, Inc. facility. The MEGA incentive package for the company is forecast to
cost $1.81 million over the period, resulting in a net increase in state govermnment
revenue of $8.00 million. Adjusted for inflation, the total net increase in state
government revenue from 2004 to 2013 would be $7.28 million in 2004 dollars. These
calculations do not include any revenue losses due to the property tax abatement or the
investment tax credit. If the costs of the abatement and the tax credit were included, the
net revenue gain to state government would be slightly less.

None of the 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.



Juslwsiege xey Aiedold 8u 10 IpaID BUOZ SOUBSSIBUSY BU) IPaID Xe | JUSWISSAU| SY} O} SND S8SSO| SNUSAS) JUSWILIBACH ajels Aue spnoul Jou op SSIBLSS 889y ]

182°1% 050°1$ | o¥O'LS | ¥20LS LO0'LS | 200°L$ | G08% 19G$ FASTo S 9zz$ ries 1800 YOI JO 19N SnuUaAay 8ie]g
1£9°) 052 eve 9ez 0€T ¥Zg BLL vel 68 9g 0 1509 ebepy
816'8 00€°) €82') 09Z'L Lez'L 0zl $86 LOL LEV z82 147 aNUBABY 8BS $80ID
028'sLLS | 988'0LS [999'0L$ |Gie'0LS | 886'GLS | FLE'GLS | 622218 | 66068 | €209'6s | voo'es | siz'T8 BLIODU] [BUOSIod
{(sJejjod 00z 40 spuesnoyy)
uone|juj Joj pejsnipy
£00'9% gLgLe [ Z8L1$ | e6pLLe | SOoLLS | Z80°L$ | 6S8% 566% £9e$ 0eZs A%4 1800 VYOI 0 I8N shusray sjelg
608"} 062 112 g9z €62 vz 164 Lt 88 LS 0 1800 ebeyy
z18'6 806'L Pov°L vyl 8ge’l 0ge’L 0501 ges LSY 182 viz snuaAsy 8)e)g SS0ID
lev'LZLS | 069'61% | 0L0'6LS | 0/€'8L$ | OVO'ZLS |0/2°218 | ovo'cls | zes'es | ese'ss |czzes | 2z SLIoOU| Jeuosiad
(spuesnoty| ) siejjoq] Jualng uj
ze €e Ge L8 A o¢ 9z Ll [ ST 3:Ilg)
6¥ LG €5 66 29 €5 ov X5 ¥Z 6L ss0IAIDg
£e 2% Ge L8 6¢ £¢ 6z Ll zZl oL apel| frejey
ril 81l €21 6Z! evl zz) 16 g9 VA4 ¥ Bunnoeinuepy-uoN
eel 124 Gel gel 6l GlLl £8 6¥ 0e zl Bupnioeynuepy
PA2 [AST4 862 692 z8z yAora viL il ¥ 99 wewAholdw3 ejo)
[ejo ) £102 zioz | 1102 0102 6002 8002 1002 9002 G002 | - #00Z JOjeoipu| [eds]4/0lWou00]

abe)oed aAjuadU| Y} YIIM ww_,,o:om JON - ueBIYoIN uo S)o8y3 [eISI{ pUR dJWoUodT
"ou] ‘Buiesurbug @ sojuoLd9|g Winjeg




