Final Performance Report

1. Outline of the Issue, problem, or need for the project:  The Michigan Department of Agriculture and the food processing sector needed to determine the economic impact of food processing in Michigan.  While there was a belief that the food processing industry was large and growing, evidence needed to be provided.

2. How was the issue or problem addressed:  Data was derived from the U.S. Economic Census and the Michigan Economic Development Corporation to obtain output levels and employment levels for food processing industries in Michigan.   IMPLAN, a standard economic impact software program, was used to generate the total economic impact and the impact on employment for the state as a whole.  This includes both indirect and induced impacts as well as the direct impact of food processing.  The impact of potential additional food processing activities were analyzed as were barriers to expanded food processing

3. How was the goal achieved:  Through the use of data gathering and application of the software.  The results were analyzed and written up in a report.  A brief questionnaire was sent via e-mail to processors in order to assess the barriers to expanded food processing.

4. Results, conclusions and lessons:    The following are the findings of the study.

The total economic impact of food processing in Michigan is estimated to be $25 billion and 134,000 jobs.  These impacts include direct, indirect and induced economic activity.   Table 1 shows the summary of the impacts.

[image: image1.emf]Table 1:  Summary of Economic and Employment 

Impact of Food Processing

Within Sector Total

Economic Impact ($ billions) 14.657 24.971

Impact on Employment 40,828133,980


Sources:  U.S. Census Bureau, IMPLAN, MEDC

The economic impact data is based on the 2007 Economic Census and represents the most recent data available.  As such it is likely an underestimate of the current (2010) economic impact of the food processing sector.  Nonetheless, the sector has shown fairly strong growth between 2002 and 2007 expanding by 19.8 percent in terms of direct (within sector) impact.  This represents a compound annual growth rate of 3.7%.

The Michigan Economic Development Corporation (MEDC) provided 2007 employment counts for this sector using their in-house database of Michigan employment from Economic Modeling Specialists Inc.  The MEDC data suggests that employment in food processing industries remained stable or slightly increased over the period.

This study also analyzes the economic potential of various food processing activities in order to examine the growth potential of the sector.  Examples considered include a dry milk power plant, a small-scale artisanal cheese manufacturer, a $20 million fruit juice facility, a small-scale fruit processor, a value-added product expansion in sugar processing, a large-scale expansion in beef processing, and a small-scale vegetable processing expansion.  Total economic impact varies from $125,000 for the artisanal cheese facility to $459 million for the dry milk powder facility.  Total impact on employment varies from 1 for the artisanal cheese manufacturer to 2,288 for the beef plant expansion.
Among the barriers mentioned by industry participants to expanded food processing are:

· Levels of taxation especially income tax, property tax and the Michigan Business Tax.

· Regulations covering wastewater disposal and the classification of food processing byproducts.
5.  The project is completed.  A report has been prepared and the results will be presented at a food processing summit.

6. The report will be published online on Oct. 20 the date of the food processing summit.  It will be found at the Michigan State University Product Center website as well as the Michigan Department of Agriculture website.

7. Contact information

Bill Knudson
84 Agriculture Hall

Michigan State University
East Lansing, MI 48824

(517) 355-2176

knudsonw@msu.edu
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