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Abstract

Siemens Automotive Corporation is considering leasing a newly constructed 250,000 square-
foot building in Auburn Hills, Michigan to house its vehicle and application engineering
facility. The building would be located on its current North American headquarters campus,

' and would include a state-of-the-art research and development testing facility. The new facility

would employ an additional 800 people by 2005{ We estimate that by 2015, this expansion will
have generated a total of 1,231 jobs in the state. Total state government revenues through
2015, net of MEGA costs and adjusted for inflation, would increase by $76;502,000 (2001
dollars) due to the expansion of Siemens Automotive Corporation.

The purpose of this étudy is to estimate the potential économic and fiscal benefits to
Michigan of Siemens Automotive Corporation leasing a newly constructed 250,000 squaré-foot
building in Aubumn Hills, Michigan to house its vehicle and application engineering facility (SIC
3714). The building would be located on its current North American headquarters campus, and
would include a state-of-the-art research and development testing facility. Investment activity
would take place between 2001 and 2005, with an investment of $68.51 million. The facility
would employ an additional 800 people by 2005.

The estimates of the benefits include the total number of jobs created in Michigan (by
major industry, including spin-off jobs), and the éss’ociated personal income and state
government revenue. Benefits net of the MEGA incentive package, from 2003 to 2015, are
shown in fhe attached table. The MEGA incentive package includes a tax credit to the company
for the period 2003 to 2015 equal to 75 percent of the state income tax rate on the payroll (gross
wages) of employees hired at the facility as result of the project.

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 activity is expected to generate a total of 77

jobs in 2003; almost all of these jobs are temporary. In 2005, the first year of full operations, an
additional 1,638 jobs are generated in the state. We estimate that by 2015, this expansion will
have generated a total of 1,231 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 1.7 over the period 2005 to 2015.
Sectoral detail on the employment gains is also shown in the table.

Personal income is showh 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 Siemens Automotive Corporation were to expand in Michigan under the incentive
program, state personal income in 2005 would be higher by $120 million (in current dollars)
than it would be without the facility, and in 2015 it would be $165.6 million higher. Adjusted
for inflation, these numbers in 2001 dollars would be $94.5 million in 2005 and $105.2 million
in 2015.

The gain in economic activity results in higher state government revenues. We estimate
that in 2005, the first year of full operations, the facility would generate $9,600,000 in additional
gross state government revenue, and that the MEGA package would provide a'$1,691,000
incentive to Siemens Automotive Corporation. Thus, the Siemens Automotive Corporation
facility expansion would increase state government revenues in 2005 by $7,909,000, net of
MEGA incentive costs. |

Over the period 2003 to 2015, gross state government revenue is projected to increase by
$132,512,000 (in current dollars) due to the expansion of Siemens Automotive Corporation. The
MEGA incentive package for Siemens Automotive Corporation is forecast to cost $23,333,000
over the period, resulting in a net increase in state government revenue of $109,179,000.
Adjusted for inflation, the total net increase in state government revenue from 2003 to 2015
would be $76,502,000 in 2001 dollars. These calculations do not include any revenue losses due
to the property tax abatement. If the costs of the tax 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.



"JUSWIDIE(R XE) htomoa oy} 3O JIPAID) XBJ, TUSWISOAU] 3y} 03 anp S9SS0] ONUSAAL JUSWIWISA0S 918}s AUR 9pU{oUl JOU OP SIIBUINSS 989 T

Z0S'9L 088°9 96v°9 1709 so1'c  |TTel 1500 YOFN JO 19U SNUBAJL 3IT}T

S0E91 yES' L8¢1 1E€°T 189 81 1509 VOIIN
L08°T6  |V1V'8 €88°L  |8sS'L  |9v8C |POS'I onURADI 37R}S SS015
380°09T°T [891°S01 |E¥S'86  |TLY'¥6 8L0'8y |L6L81 , QUIOVUT [BUOSIA]
" :(sTRy[OP 100T JO SPUESNOT)
uoneyul 10 paIsupy
6L1601  |€€8°01  |0T¥6 606°L T6LE  [ToP'1 #1500 YOI JO 10U oNUSAI ]85
€EE'ET SI¥'C 710 169°1 918 70T 1500 YOI
Z1szel  |svTiEl  [Ter 1T |009°6 809y |¥99°1 ONUSARI 3183S SS0ID
00v'9S9‘T  {009°691  [006°T¥T  |000°0ZT 009°LS |008°0¢ SWIOJUT [BUOSId]
:(SpuERSNOY}) SIB[[OP JUALIND U]
— 68 30T 9T SI1 -|{p0I 2_YPO
— Lyl LLY €ee 191 8¥ §001AI3S
— S61 €0z . |65C 971 6¢ ope1] 11e1y
— 1§37 88¥ 3¢8 0% 161 FunmoRIMUBIIUON
— 008 008 008 00¥ 001 JuumgoenueN
— 1€7°1 887°1 8€9°1 708 16T juswikordurg Te10L
S107-€00T | S10T 0102 $00T $00Z | €007 107D1pU] [EOSL]/OIOU0OYH

[EJOL

_ _ aSexord FAIIUIU] A} IIIM SIJIUAH 1IN
_ 10138307 ANIEY ueneIodIo) 2ANOWRNY SULWIALG 21} JO UBSIYOIAL Ue SIOJFH [8S1 pue JNUOU0dY

-




