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Abstract

Stryke Corporation, is considering expanding its corporate headquarters in Kalamazoo,
Michigan, to include construction of a 75,000-sq.-fi. building. The Jacility would employ an
additional 100 people by 2014. We estimate that by 2025, this expansion will have generated a
total of 165 jobs in the state. Total state government revenues through 2025, net of MEGA
costs and adjusted for inflation, would increase by $135, 734,000 (2005 dollars) due to the
expansion of Stryker, Inc.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan if Stryker Corporation expands its corporate headquarters in Kalamazoo, Michigan,
including construction of a 75,000-sq.-ft. building (SIC 3841). Investment activity would take
place between 2005 and 2007, with an investment of $21.4 million. The facility would employ
an additional 100 people by 2014.

The estimates of the bencfits 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 2005 to 2025, are
shown in the attached table. The MEGA incentive package includes a tax credit to the company
for the period 2006 to 2025 equal to 100 percent of the state income tax rate on the payroll (gross
wages) of employees hired at the facility as a 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 investment activity is expected to generate a total of 121
jobs in 2005 and 128 jobs in 2006; almost all of these jobs are temporary. In 2014, the first year
of full operations, an additional 180 jobs are generated in the state. We estimate that by 2025,
this expansion will have generated a total of 165 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 2014 to
2025. 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 Stryker, Inc., were to expand its operations in Michigan under the incentive program,

state personal income in 2014 would be higher by $21 million (in current dollars) than it would



be without the expansion, and in 2025 it would be $30.1 million higher. Adjusted for inflation,
these numbers in 2005 dollars would be $15.4 million in 2014 and $17.8 million in 2025.

The gain in economic activity results in higher state government revenues. We estimate
that in 2014, the first year of full operations, the expanded facility would generate $1,615,000 in
additional gross state government revenue, and that the MEGA package would provide a
$402,000 incentive to Stryker, Inc. Thus, the Stryker Corporation expansion would increase state
government revenues in 2014 by $1,213,000, net of MEGA incentive costs.

Over the period 2005 to 2025, gross state government revenue is projected to increase by
$30,768,000 (in current dollars) due to the expansion of Stryker Corporation. The MEGA
incentive package for Stryker, Inc., is forecast to cost $8,442,000 over the period, resulting in a
net increase in state government revenue of $22,326,000. Adjusted for inflation, the total net
increase in state government revenue from 2005 to 2025 would be $15,734,000 in 2005 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.




TP XE L, JUSUNSIAT] Y1 10 11par) Xe ] Apadold oy 0} 20p $ISS0] ANUSASI JUSWLISACT 8je1s AUe IpNauy JOU Op SSIBWISS 385Y ],

PEL'ST Ci6 606 P68 688 518 LIL (48 PES 0sy LLE 0cTe _ LES 9Fy #1802 YOHA JO 19U oTlaARE A)B3g
118°s (894 443 £0t F6T {8¢ 65T 474 viz 891 oLl 12913 99 0 B0 VAW
SPSIT ELE'T | TLTT | L6T°T | €811 | 860°T | 9.6 o8 8L 819 91§ 1444 £09 9rv SMUIAL J1BIS 801D
¥91°082 8Y8LT | ZTS'OT | S9S'CT | SBE'ST | T8T'VI | 68971 | 866°01 | 1226 | 13+0°8 | 0c9 | 91s's | evs’e | o08's SWOAUL [BUCSIa]
(STEY[OP §00T JO spuesnoyy)
UGOR[IUI 107 passnulpy
9TETT §SS°T | TeE'T | ivTT | €171 | 0801 | 1T6 9L 979 HIAY 91y L¥E £09 Sby 1800 VOHN JO 13U anuaAdl Aje)8
P8 094 123 oy [Atid ELE [A%) 767 162 g6l £l vl vL 0 1802 VDI
89L°0€ SEET [ ov6'l | 699°T | s19°T | esv1 | €5zt | w01 | L8 c1L 69¢ 854 LL9 by ANUIASI I1BIS SSOID)
001°00¥ 001°0€ | 00E'ST | 00L°1T | 000°TZ | 006°8T | 00£°9T | 0OL°CE | 00¥°1T | 00€'6 | 00¥L | 000°9 | 0088 | 008°s SUWIOSU [BUOSIa]
: :(SpUESTION;) SIB[[OP JULLIND U]
- £l ¥l 91 61 81 91 ¥1 [4! 6 6 L £o &8 =BG
— 4 ¥T 0¢ zt [43 6T 94 [44 61 4! I 9t 0z S9IAIRG
— LT 9¢ 87 6¢C LT ¢C 1T g1 9 4 01 81 A 2peln [re1ey
- £9 125 tL 08 LL 0L 09 [43 134 ge 8T Lel 811 BULINIOBINURTILON]
- 001 001 001 001 £o £8 £L £9 1% £y €L 1 t SuLImogynuE
- cot ¥91 L1 081 041 £cl £tl ST 96 8L 19 [41! 121 wawAcyduws felo]
§C0T-500T | sToT 0ToT ST0Z 102 | €102 AR [102 0102 600C | 800C | L00T | 2007 1§ §00T 101E0TpU] [BOSLI/MIOTU0H

[B30]

a5ENor ] ADUIIU] AY) YIIA S)JoUsY JON
uopsuedxy e “auy ‘1oAng 313 Jo ueSIydIIAl U0 1937 [eISL] PUB IWOUOIY




