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EXECUTIVE SUMMARY

he North Star Bluescope facility, which is located just south of Interstate 90/80

about 35 miles west of Toledo in Fulton County, Ohio, is a high-tech steel

producer, making hot rolled bands for end use in various industries including
automotive, construction, agriculture and general manufacturing applications. Built in
1995, the facility currently employs 399 full-time and part-time employees with an
annual payroll of $45.9 million. Since it became the sole owner of the business in 2015,
BlueScope Steel, a publicly held company headquartered in Australia, has made
significant improvements to its processes and upgraded machinery and equipment to
enhance productivity, quality and safety at the plant. This possible expansion will be the
first major investment that significantly increases production capacities at the plant and
square footage of the facilities. The purpose of this report is to document and
communicate the regional and statewide economic and fiscal importance of the North
Star Bluescope plant to Fulton County, the surrounding region, and the state of Ohio.

The analysis in this report is based on data provided by North Star Bluescope detailing
its spending on various production inputs and the volume and value of production
output during calendar year 2018. The North Star Bluescope plant currently employs
399 people, and had a gross payroll of $45.9million in fiscal year 2018. North Star
Bluescope sold nearly $1.5 billion worth of steel during the 2018 fiscal year. The
expansion would add capacity to increase sales by $525 million, employing an additional
91 people with wages, bonuses, profit sharing, and fringe benefits totaling $11.7 million.

The spending data and employee residence information provided by North Star
Bluescope indicate that the plant operates in a well-integrated six county region
encompassing Defiance, Fulton, Henry, Lucas, Williams, and Wood counties in
northwest Ohio. While North Star Bluescope spent about $100 million on goods and
services in the six-county region, only a quarter of that occurred in Fulton County.



Similarly, while 87 percent of employees live in one of the six counties, only 32 percent
reside in Fulton County. It is clear that the plant’s impact is felt throughout the region
rather than concentrated in Fulton County. And since 65 percent of North Star
Bluescope’s spending with Ohio vendors occurs beyond the six-county region, the plant
also has a significant impact on the rest of Ohio. | therefore analyze the effect of this
expansion on the economy of Fulton County, the other five counties in the region, and
the entire state of Ohio.

Based upon North Star Bluescope’s own estimates supplemented by information on
steel and ferroalloy manufacturing plants already operating within Ohio, about 79
percent of the value of the steel manufactured at the plant will be accounted for by the
value of intermediate goods. From this information, we also estimate that North Star
Bluescope purchases from Fulton County vendors are about 1.7 percent of the value of
their sales, approximately $25 million. For the six-county region the corresponding
figures are 6.7 percent and $100 million, and for the entire state of Ohio 19.3 percent
and $287 million. For the expansion, we assumed that this purchase pattern and the
distribution of spending on particular types of goods and services would remain the
same.

Based on this and other regional economic data, and using a customized industry input-
output model to estimate the economic impacts of the North Star Bluescope plant, it is
my opinion to a reasonable degree of economic certainty that the proposed expansion
of the plant’s total net annual economic impact in Ohio would be approximately 700
jobs and $49 million in labor income. Impacted businesses would have annual output
(sales) totaling $678 million and value added of $169 million. When discussing economic
development value added is a more relevant measure than output, which is just a
summation of all sales. Value added includes just the portion of the value of a firm’s
sales that is due to the work performed by the firm, stripping out the cost of
intermediate goods and services. It eliminates the double counting that occurs with
output when supplier firms are included with their customers among impacted
businesses. For this reason, state GDP is the sum of all the value added at each of a
state’s businesses rather than their sales.

Of the statewide impact, about 325 jobs and $24 million in labor income would be
concentrated in the six-county region including and surrounding Fulton County in the
northwest corner of the state. Impacted businesses in the region would have annual
output (sales) totaling $567 million and value added of $119 million. Fulton County itself
would see an increase of 121 jobs, $13 million in labor income, $530 million in output,
and $101 million in value added (including the expansion). Further, it is my opinion to a
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reasonable degree of economic certainty that, due to the expanded operations of the
North Star Bluescope plant and the household income associated with the additional
jobs, state and local governments in Ohio would receive about $6.6 million more in tax
revenues annually than under current conditions. Of that total, about $236,000 would
be in the form of local income and sales tax receipts in Fulton County.

The construction and equipping of the expanded facilities will also have a short-term
impact on the regional economy, boosting jobs and revenues for a two-year period. The
results here are more speculative, since the exact number of contractors that will work
on the project, where they reside, how much they will be paid, and which vendors will
be supplying the capital equipment are unknown. However, using reasonable
assumptions concerning the number of workers and their pay, | estimate that the six-
county region could see a two-year boost of around 340 jobs with nearly $20 million in
annual labor income just from the construction of the new plant facilities. Equipping the
new plant with machinery, computers, vehicles, furniture, and fixtures would, at a bare
minimum, result in a short-term increase of about 135 jobs with $7 million in labor
income in the region, over 80 percent of that within Fulton County. Nearly all of that
impact would be the result of activity in wholesaling and truck transportation rather
than the purchase of capital goods. It is possible that the capital equipment investment
impact across the state will be much higher depending on the locations of the eventual
vendors.

The above estimates are for the economic and fiscal categories most easily quantified.
Although difficult to quantify, it is also my opinion that there are other, positive
economic impacts related to the expansion of the plant. For example, the area real
estate market is linked to the payrolls at such facilities, but it is very difficult to sort out
all the factors that contribute to housing values and commercial properties. Real estate
markets are impacted over decades by complex interactions among many factors,
including retirements, migration, mortgages, second incomes, second careers, children,
as well as any industrial changes in the marketplace. Social indicators, like
unemployment and crime, are also likely related to the North Star Bluescope plant’s
employment levels, as are public costs for unemployment benefits, retraining, and social
services. And the finances of local school districts are linked to the North Star Bluescope
plant’s operations. North Star Bluescope pays property taxes annually, and employees
pay property taxes on their homes as well.

In the remainder of the report, | describe the methods used in this study, provide the
detailed economic and fiscal estimates, and also highlight the relative importance of
manufacturing industries to Fulton County.
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METHODOLOGY

Because the steel produced by the North Star Bluescope plant expansion will be sold in
national and international markets, it will bring new dollars into the regional and state
economy — as opposed to simply absorbing local dollars, as is the case for most retail
and service operations. In this sense, the operation of the North Star Bluescope plant
has large and predictable economic and fiscal impacts in Ohio. | now turn to a discussion
of the methods used to measure the regional economic and fiscal impacts. First, |
explain how | defined the regional economic footprint for purposes of this impact study.
Then, | discuss in some detail the input-output model used to measure the statewide
impacts.

Location and Economic Footprint

The North Star Bluescope plant is located in Fulton County, Ohio, in the village of Delta,
within York township, just south of Interstate 90/80 and 35 miles west of Toledo. The
table below shows the current distribution of employee residence by county along. The
far right column shows aggregated purchase data, provided by North Star Bluescope for
calendar year 2018, for selected counties. Because North Star Bluescope is a large
employer requiring skilled workers in a county with just 42,000 people (and the closest
neighboring county has only 27,000 people) it must pull from a fairly wide commuting
shed. Less than 32 percent of its employees live in Fulton County. Aside from the two
Michigan counties, it is clear that the plant draws from all six of the counties in the
northwest corner of Ohio, with the plant being located nearly in their center. The
purchase data also shows a clear pattern of regionalization covering the entire six-
county region. North Star Bluescope purchased more than $287 million in goods and
services from Ohio vendors in 2018. About 35 percent ($100 million) of all those Ohio
purchases occured in the six northwest counties, while only one of the contiguous
counties to the south and east of this region had more than $120,000 in purchases in
2018.

It is, therefore, very likely that much of the spin-off activity resulting from the household
spending of North Star Bluescope employees does not impact Fulton County, but that
most of it is captured within the six-county region. Additionally, while the dollar values
of the business-to-business spending by North Star Bluescope are high enough to
generate significant spin-off activity in Fulton County and the surrounding counties,
because 65 percent of the goods and services purchased in Ohio go to businesses in
other parts of the state North Star Bluescope has a siginificant impact beyond the six-
county region. Therefore, | utilize economic models of Fulton County, the five
surrounding counties, and one of the State of Ohio to derive the overall impacts.
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North Star Bluescope Employee Residence by
County and Purchases for Select Counties

State - County Employees Percent Purchases

OH - Fulton 126 31.6%  $25,681,072
OH - Lucas 126 31.6%  $57,706,501
OH - Henry 37 9.3% $1,030,471
OH - Wood 32 8.0%  $11,357,621
OH - Williams 16 4.0% $917,077
OH - Defiance 9 2.3% $3,398,768
Six-county region 346 86.7% $100,091,510
OH - Ottawa 4 1.0%

OH - Geauga 1 0.3%

OH - Cuyahoga 1 0.3%

Ohio Total 352 88.2% $287,648,467
MI - Lenawee 26 6.5%

Ml - Monroe 17 4.3%

Ml - Oakland 1 0.3%

Ml - Branch 1 0.3%

Ml - Hillsdale 1 0.3%

Michigan Total 46 11.5%

IN - Steuben 1 0.3%

Total 399

Note: Employees as of February, 2019, and purchases
for calendar year 2018.

Input-Output Model of Ohio

To evaluate the economic and fiscal impacts of the North Star Bluescope plant, | used
standard regional economic impact methods. | obtained detailed economic data for
each of the six counties and the State of Ohio, and used them to build IMPLAN input-
output models of the region.! The model is able to simulate the effects of changes in
economic activity for any of 536 regional industries. It also can predict detailed inter-
industry purchases and household spending related to industrial changes. Such region-
specific models have the advantage that they take into account those industrial supplies
and retail items likely available in the region, and thus provide more precise economic
impact estimates than one that assumes everything is available in the region. The more
that local industries can support the plant operation and the employees’ household

1 Asbest | can tell, IMPLAN is one of the most widely used regional input-output modeling systems in
the world. It has been used for thousands of impact studies. It was developed by economists at the
University of Minnesota, and is sold by IMPLAN, Inc. See implan.com for documentation.
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demands, the greater the regional economic multipliers, and hence the greater the
predicted regional economic impact.

The North Star Bluescope plant is usually classified into North American Industrial
Classification System (NAICS) code 331221, Rolled Steel Shape Manufacturing, but the
manufacturing process at the plant incorporates elements utilized in the further
upstream sector 331110, Iron and Steel Mills and Ferroalloy Manufacturing. Their
official definitions are as follows:

(331221) This U.S. industry comprises establishments primarily engaged in rolling or
drawing shapes (except wire), such as plate, sheet, strip, rod, and bar, from
purchased steel.

(331110) This industry comprises establishments primarily engaged in one or more of
the following: (1) direct reduction of iron ore; (2) manufacturing pig iron in molten or
solid form; (3) converting pig iron into steel; (4) making steel; (5) making steel and
manufacturing shapes (e.g., bar, plate, rod, sheet, strip, wire); (6) making steel and
forming pipe and tube; and (7) manufacturing electrometallurgical ferroalloys.
Ferroalloys add critical elements, such as silicon and manganese for carbon steel and
chromium, vanadium, tungsten, titanium, and molybdenum for low- and high-alloy
metals. Ferroalloys include iron-rich alloys and more pure forms of elements added
during the steel manufacturing process that alter or improve the characteristics of
the metal being made.

https://www.census.gov/eos/www/naics/index.html

At the heart of regional input-output models are industrial production functions, which
are recipes for producing the products of an industry, what is needed and relatively how
much is spent on each input. These are combined with estimates of how much of the
supply needs of an industry can be provided by other regional industries. The models
use federal data on the presence of industries in the local economy to predict how much
of an industry’s inputs can be supplied locally versus that which must be imported from
other regional economies. Fortunately, the purchase data from North Star Bluescope
was categorized in enough detail so that | could combine it with IMPLAN’s default
industry production functions for the two relevant NAICS sectors to produce a
customized production function for the plant. The geographic detail of the purchase
data also allowed me to specify the percentage of each input that could be obtained
locally.
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Rather than just specifying the number of jobs in Fulton County due to the expansion
and the anticipated increase in sales and running a multi-region analysis in IMPLAN
(which models the interactions among businesses and households in different regions,
in this case the six counties and the rest of Ohio), the analysis was divided into parts for
two reasons. First, the commuting pattern associated with the plant is quite different
from the default in IMPLAN (or in the Census Bureau county level data). Second, steel
plants require some very expensive inputs that are purchased in bulk from specific
suppliers located in specific places. Getting the geographic locations and high dollar
values together correctly matters. For these reasons we modeled the household
spending of the new employees in the counties they reside in, assuming their residential
distribution mirrors that of current employees. We also created unique industry
spending patterns for each of the six counties and the rest of Ohio reflecting the
calendar year purchase data provided by North Star Bluescope. In this way the results
below represent a fairly accurate representation of a scaling up of current plant
operations.

ECONOMIC IMPACTS

Based on that method, the IMPLAN model uses annual economic data to provide
reasonable estimates of statewide effects on sales, jobs, and payrolls for export-based
expansions or contractions of any of 536 industries in Ohio. In the table below, |
summarize the results of the IMPLAN simulations | ran on the six customized county
models and the regional model containing the remaining 82 Ohio counties. The table is
divided into sections covering the estimated impacts within each of the six northwest
Ohio counties, the rest of Ohio, and the Ohio statewide totals. Fulton County, where the
direct impact (the expansion) occurs, is listed first. The impacts in the other regions can
be considered the spin-off activity to the rest of the state resulting from the expansion.
A discussion of the relevant economic terms follows the table.
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Estimated Local, Regional, and Statewide Impact North Star Bluescope Plant Expansion

Impact Type Employment Labor Income Value Added Output
Fulton County
Direct Effect 91.0 $11,730,000 $98,549,985 $525,000,023
Indirect Effect 10.8 $666,280 $1,233,471 $3,673,735
Induced Effect 19.1 $610,595 $1,204,686 $2,220,273
Total Effect 120.9 $13,006,875 $100,988,142 $530,894,031
Defiance County
Indirect Effect 10.2 $433,885 $727,314 $1,401,197
Induced Effect 3.8 $134,671 $243,358 $433,768
Total Effect 14.0 $568,557 $970,672 $1,834,965
Henry County
Indirect Effect 3.1 $140,783 $207,790 $436,570
Induced Effect 4.7 $147,415 $315,714 $577,355
Total Effect 7.8 $288,198 $523,503 $1,013,926
Lucas County
Indirect Effect 88.8 $5,161,670 $7,972,160 $19,508,515
Induced Effect 50.6 $2,314,495 $4,074,648 $6,775,794
Total Effect 139.4 $7,476,166 $12,046,808 $26,284,308
Williams County
Indirect Effect 1.5 $52,761 $101,712 $393,746
Induced Effect 2.3 $80,567 $154,417 $283,894
Total Effect 3.8 $133,327 $256,129 $677,641
Wood County
Indirect Effect 27.8 $1,973,890 $2,893,994 $5,164,408
Induced Effect 12.8 $475,511 $920,293 $1,613,317
Total Effect 40.7 $2,449,401 $3,814,287 $6,777,725
Rest of Ohio
Indirect Effect 244.0 $19,124,206 $39,761,862 $92,738,883
Induced Effect 128.2 $5,948,953 $10,665,539 $18,153,078
Total Effect 372.3 $25,073,159 $50,427,402 $110,891,960
Statewide Totals
Direct Effect 91 $11,730,000 $98,549,985 $525,000,023
Indirect Effect 386.2 $27,553,475 $52,898,302 $123,317,054
Induced Effect 221.6 $9,712,208 $17,578,656 $30,057,479
Total Effect 698.8 $48,995,683 $169,026,943 $678,374,556
Implied Multiplier 7.68 4.18 1.72 1.29

Source: IMPLAN version 3.1 input-output models of Defiance, Fulton, Henry, Lucas, Williams, and
Wood counties and a region consisting of the remaining 82 Ohio counties. 2017 IMPLAN economic
data. Valuesin 2021 dollars. Results presented are sums of all household and industry spending
analyses.

For each of several impact types (Employment, Labor Income, Value Added and Qutput),
the IMPLAN model begins with a direct effect — here, a plant expansion. The direct
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effect would be a change at the plant, an additional 91 employees earning $11.7 million
in compensation producing $525 million worth of steel. Labor income includes fringe
benefits (both privately provided, such as health insurance or retirement fund matches,
and government provided, such as Social Security and Medicare payments) as well as
proprietor income (e.g. self-employment and unincorporated small businesses). Value
added refers to the value of the product that is not tied to the prices of the purchased
inputs. It is the difference between the sales value of the steel products and the value of
all the purchased inputs, so it is the additional value gained during the production
process. Since an input of one industry is the output of an industry upstream in the
production process, focusing on value added avoids double counting. State level GDP,
for example, is just the sum of the value added at all businesses in the state (not the
sum of their output/sales). Given a Direct Effect, the IMPLAN model calculates an
Indirect Effect, Induced Effect, Total Effect, and an economic Multiplier.

The Indirect Effect in the table refers to the linkages between the exporting industry
(steel) and its industrial vendors (raw materials, transportation, electricity, tools,
computers, insurance, etc.). When the exporting industry expands or contracts, it raises
or lowers its purchases from its vendors, thus changing their employment and payrolls.
Of course, the vendors also purchase goods and services from each other, so that the
total indirect effect includes all the inter-industry linkages.

The Induced Effect refers to the impact of the new sales in the exporting industry (steel)
on the local economy through the rounds of re-spending of the additional household
income caused by the operation of the plant. Regional sales of cars, groceries, building
supplies, banking services, and so on are all sensitive to growth in disposable income, as
are donations to nonprofit groups, churches, and charities. The induced effect includes
the household spending of all households affected directly and by the indirect linkages
(the employees benefiting from the indirect effects). The Total Effect is the sum of the
Direct, Indirect and Induced Effects.

The table clearly shows that the expansion of the North Star Bluescope plant would
have considerable impact both locally, regionally, and statewide. Within Fulton County
we estimate that about 121 total jobs would be supported by the expansion of the plant
(including the extra jobs at the plant). Those jobs infuse the local economy with an
additional $13 million in labor income. Those figures represent roughly 0.4 and 1
percent of current jobs and labor income in Fulton County, so the impacts are
noticeable. Those jobs would be associated with approximately $101 million in value
added, about 4.6% of current value added in Fulton County. Roughly 11 jobs and
$670,000 of income would be due to business-to-business spending, both between
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North Star Bluescope and its suppliers within Fulton County and between those
suppliers themselves. An additional 19 jobs and $610,000 of income would be due to
the household spending of North Star Bluescope employees and those households
affected by the added business-to-business spending within the county (induced effects
tend to result in lower average income per job because much of the employment is in
lower paying retail and personal service industries).

Beyond Fulton County, we can see that the expansion would have effects in each of the
other five counties in northwest Ohio, ranging from just 4 jobs and income of $133,000
in Williams County to 140 jobs and $7.5 million in labor income in Lucas County. In each
case, that results from both the spending done by North Star Bluescope in the county
(indirect effect), and the household spending of its new employees who live in other
counties and the spending of households benefiting from North Star Bluescope’s use of
local vendors (induced effect). Beyond the six-county region, North Star Bluescope’s
reach is wide enough that the expansion would support 370 jobs throughout the rest of
Ohio, with labor income totaling $25 million.

In sum, the North Star Bluescope plant expansion would likely benefit the state of Ohio
by supporting an additional 608 jobs in additional to the 91 jobs at the plant itself. Those
jobs would add about $37 million in labor income to state households. With the affected
businesses adding around $70.5 million to the state GDP. Including the plant, the
expansion would support about $169 million of Ohio’s GDP.

A few things about the multiplier line in the table are worth mentioning. The IMPLAN
Multipliers allow a reasonable prediction of the total statewide economic impact of a
change such as the Direct Effect. For example, looking at the Employment column of
the table, the estimated job multiplier for the North Star Bluescope expansion in Ohio is
7.68, meaning that for every job at North Star Bluescope, another 6.68 jobs are created
elsewhere in Ohio. Similarly, the multiplier for Labor Income for Ohio in the table is
4.18, meaning that for every dollar of income created at North Star Bluescope another
$3.18 in income is created in other Ohio industries. The Output Multiplier for Ohio, 1.29
as shown in the table, measures the total statewide revenues of companies divided by
the direct North Star Bluescope revenues of $525 million. The Output Multiplier of 1.29
means that companies in Ohio see an additional $0.29 in sales when North Star
Bluescope sales rise by one dollar. Finally, the Value Added Multiplier estimates the
sales dollars that ‘stick’ to Ohio. Value added refers to the portion of total sales that is
accounted for by regional companies and which stimulate the regional economy.? The

2 For an insightful example of value added, consider the purchase of a new car at a Toledo area
dealership. If a resident spent $25,000 on a new Ford Escape, most of the dollars would flow
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Value Added Multiplier of 1.72 means that companies in Ohio add $0.72 in value to the
Ohio economy for every $1 added by the North Star Bluescope plant expansion. The
distinction between Output and Value Added is important in regional economic studies
since much of what goes into the total value of a product is intermediate goods and
services purchased from vendors outside the region, and thus local economic activity
can affect many regions.

The employment multiplier is so large because a large volume of steel can be produced
with relatively few employees (compared to other industries) and about 80 percent of
its value is in the inputs. Per employee, a steel plant is purchasing a very high value of
intermediate goods and services. So, there are a lot of jobs created in industries where
the value of the goods and services per employee is much less than it is for steel. This
results in a high employment multiplier and much lower output multiplier. The income
multiplier is significantly lower than the job multiplier because steel plant jobs pay much
better than most of the jobs benefiting from their impact.

Taxes and Fiscal Impacts

To reasonably estimate the fiscal impacts of an industrial expansion or contraction in a
region, analysts must rely on company records and local sources of data. | turn now to a
discussion of the types of taxes and how | link fiscal impacts to economic impacts. My
estimates are summarized in the next table. The entries in the first three lines of the
table, referring to company direct tax payments made to local and state governments
for property taxes, sales taxes, commercial activity taxes, and energy taxes, are based
on information provided by North Star Bluescope. It is assumed that the sales,
commercial activity, and energy taxes paid after the expansion is complete will be in
proportion to the added output of steel, so that the additional tax payments resulting
from the expansion are just the percentage increase in output multiplied by the
payments made in 2018.

The property tax figure is speculative. Currently, the North Star Bluescope plant is
assessed at $22.8 million. The estimate in the table assumes that the expansion will be
valued at $50 million. The taxable value would be 35 percent of that, at a rate of 75
cents per $100 of value, just above the current rate across all jurisdictions.

immediately to the manufacturer of the car, built in Louisville with top management in Detroit. Only a
few thousand dollars in dealer prep work and commissions would be captured in the Toledo
economy. So, in economic parlance, the value of output (sales) would be $25,000, and value added
might be only $3,000.
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The impacts on governments are much greater than these direct payments, since
employees end up paying an array of state and local income and sales taxes. These
estimated tax revenues are related both to the direct North Star Bluescope wages and
salaries and to the indirect and induced labor income statewide, as predicted by our
IMPLAN models. | estimate that the total annual fiscal impact in Ohio will be $6.6
million, as summarized in the table, with the methods of estimating the last four lines
discussed below.

Estimated Annual Fiscal Impacts of North Star Bluescope Plant Expansion

Local property taxes paid directly by company $1,312,500

State of Ohio electricity taxes paid directly by company $882,820.31

State of Ohio sales and commerecial activity taxes paid directly by company $1,296,798.69
State of Ohio individual income taxes linked to payrolls $905,263

State of Ohio sales taxes linked to payrolls $1,239,886

City and Village income taxes linked to payrolls $661,180

Local sales taxes linked to payrolls $294,374

Total State and Local Taxes $6,592,822

Note: Of the city and village income taxes, $148,191 is collected in Fulton County. Of the local
sales taxes, $87,958 is collected in Fulton County.

Because | used six county models and a model for the rest of the state, | can estimate
the sales and income tax revenues linked to the North Star Bluescope expansion at both
the state and local levels. Employees pay state and local sales taxes when they spend
their wages in the local economy, and are also liable for state and local income taxes in
Ohio.

In addition, all of the fiscal impacts in these lines are calculated based on three
categories of impact. There is a fiscal impact due to the direct, indirect and induced
effect that occurs in Fulton County, and there is a combined indirect and induced effect
that occurs in businesses and households spread throughout the other five counties in
the region and the rest of Ohio.

Ohio State Sales and Income Tax

By comparing the ratio of tax receipts to regional labor income, | calculate ‘effective’ tax
rates and use those to estimate the amount of Ohio income and sales taxes linked to
North Star Bluescope expansion payroll and impacts throughout the state. Labor income
data by county comes from the US Bureau of Economic Analysis while the tax receipt
data is compiled from multiple tax research reports released annually by the Ohio
Department of Taxation. | used a three-year average effective rate over the period
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2015-17 (the last three years for which all data is complete). The results are shown in
the table below.

For each of the six counties in the northwest Ohio region, we apply the appropriate
effective rate to the labor income effect in the county. We apply the statewide effective
rates to the labor income effect that is spread out over the rest of the state. Calculated
this way, | estimate that state government revenues attributable to the North Star
Bluescope expansion will be $905,000 in income taxes and $1.24 million in sales taxes.

Effective Tax Rates, as a Percentage of Labor Income, Three-Year Average (2015-17)

State Individual Municipal

Income Tax State Sales Tax income tax Local Sales Tax
Defiance County, OH 1.78% 3.39% 1.12% 0.59%
Fulton County, OH 1.84% 2.59% 1.03% 0.68%
Henry County, OH 1.95% 2.29% 0.86% 0.60%
Lucas County, OH 1.53% 2.69% 1.55% 0.69%
Williams County, OH 1.46% 2.18% 1.23% 0.57%
Wood County, OH 1.91% 2.82% 1.26% 0.49%
State of Ohio 1.94% 2.41% 1.42% 0.55%

Sources: Labor income data from US Bureau of Economic Analysis, tax data from Ohio State
Department of Taxation.

Local Income and Sales Taxes

Note that employees of the North Star Bluescope plant not only pay state income and
sales taxes, they also pay local income and sales taxes. The annual impact of these
payments can be reasonably estimated, too, and are significant.

Seven municipalities in Fulton County levy a local income tax, with total tax revenues of
$11.9 million in 2016. This tax applies to the wages, salaries and most other income of
city and village workers. | assume that North Star Bluescope workers pay the 1.5 percent
village of Delta tax rate. | do not know the distribution of the other jobs in Fulton
County impacted by North Star Bluescope, nor the distribution among taxing
jurisdictions of the jobs in other counties, or how much of the associated incomes are
subject to local income taxes, but it is reasonable to assume they mirror the overall
geographic distribution of jobs in each county. We can therefore divide the total local
income tax revenues collected in each county by the labor income in the county to
arrive at effective tax rates. Similarly, for the payroll associated with the indirect and
induced effects beyond the six-county region, we use the statewide average effective
rate for municipal income taxes of 1.42 percent. Thus, | estimate that North Star
Bluescope expansion employees and those of other impacted companies in Fulton
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County and beyond are responsible for about $661,000 of local income tax revenue. Of
that, about $148,000 would be collected in Fulton County.

Beyond the state government receipts from the 5.75 percent state sales tax, local
governments in Ohio collected $2.1 billion in sales taxes in 2017. Fulton County levies a
1.5 percent sales tax, resulting in $7.9 million in collections during 2017. We apply the
effective rate of 0.68 percent in the table above to the direct and spinoff effects within
Fulton County, and the appropriate effective rates to the spinoff effects occurring in the
other five counties in the region and the rest of the state. Applying these rates to the
appropriate total labor income effect, | estimate that $294,000 in local sales taxes would
be generated as a result of the North Star Bluescope plant expansion. Of that, about
$88,000 would be collected in Fulton County.

Although harder to measure, additional tax impacts are also likely. For example,
corporations around the region are liable for state commercial activity taxes, and there
are many such businesses linked to the North Star Bluescope operations.
Unemployment insurance taxes, insurance premiums taxes, building permit fees, motor
vehicle sales taxes, and many other business tax categories are all affected by the
operations of the plant. Employees also pay gasoline taxes and property taxes, and
there are positive effects on the regional real estate market.

CONSTRUCTION IMPACTS

There are short-term impacts arising from the construction and equipping of the new
facilities, as well. The project is budgeted for $233 million in direct construction
spending and $208 for capital equipment purchases. | modeled the construction and
capital equipment purchases separately, with the results presented in the following
table.

The construction schedule is currently two years, so the model assumes half of the total
spending in each year (5116.5 million). North Star Bluescope anticipates about 500
contractors will work on the site at some point during the construction period.
Assuming that each will spend about 40 percent of the two-year period (about 9-10
months) working on their part of the project, they expect an average of about 200
contractors on-site on any given day. Assuming an average annual wage of $60,000 and
benefits typical of the sector, the expansion construction will add about $14.2 million in
labor income to the region each year for the two years of construction. This level of
activity can be expected to support an additional $19 million in sales (output) regionally,
helping to employ a further 145 people in jobs with $5.6 million of labor income (wages
plus benefits). Altogether, the two-year construction phase can be expected to
temporarily boost employment in the region by 345 jobs and increase incomes by nearly
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$20 million. Though centered in Fulton County, the construction impacts in the table
should be seen as regional impacts in the six-county northwest Ohio area.

Estimated Impact of the North Star Bluescope Expansion
Construction and Capital Equipment Investment

Impact Type Employment LaborIncome Value Added Output

Construction

Direct Effect 200 $14,241,158 $14,241,158 $116,500,000
Indirect Effect 63.7 $3,034,129 $5,084,006 $9,690,546
Induced Effect 81.7 $2,605,508 $5,043,561 $9,403,532

Total Effect 345.4 $19,880,795 $24,368,725 $135,594,078
Capital Equipment

Direct Effect 76.2 $4,651,032 $8,308,620 $14,083,857
Indirect Effect 335 $1,541,914 $2,591,261 $4,655,309
Induced Effect 28.6 $1,016,101 $1,943,155 $3,487,615

Total Effect 138.3 $7,209,048 $12,843,035 $22,226,784

Source: IMPLAN version 3.1 input-output models of Defiance, Fulton, Henry,
Lucas, Williams, and Wood counties and a region consisting of the remaining
82 Ohio counties. 2017 IMPLAN economic data. Valuesin 2020dollars.

We modeled the $208 million in capital equipment spending using IMPLAN’s equipment,
furniture, and fixtures investment spending profile for the primary metal industries. We
centered the spending in Fulton County and conducted a multi-region analysis with the
other five counties in the region and the model for the rest of the state. The results in
the table reflect the statewide impacts, though the direct effect is entirely within Fulton
County. The capital equipment impact should be seen as an absolute floor for the
possible economic impact of equipping the North Star Bluescope expansion. We can see
in the results that IMPLAN expects that just $14 million of the $208 million in spending
needed to equip the expansion will occur in Fulton County. A detailed examination of
the results (not shown) reveals that nearly all of that $14 million goes towards
wholesale trade and truck transportation, the middlemen rather than the equipment
itself. The indirect and induced impacts in the table are the result of that limited activity.

Unfortunately, since a list of vendors for the capital equipment has not yet been
decided upon, we cannot do any better at modeling this part of the expansion. If North
Star Bluescope were to choose equipment and machinery vendors located within Ohio
the resulting impacts would have to be modeled separately. The 138 jobs, $7.2 million in
labor income, and $22.2 million in output is the absolute lowest impact, however.
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NOTE ON MANUFACTURING’S IMPORTANCE IN THE FULTON COUNTY AREA

While not the primary focus of this report, it is useful to highlight the relative
concentration of manufacturing in the Fulton County area economy. Fulton County
supported 9,530 manufacturing jobs in 2001, was down to just 5,810 by 2011, but
rebounded to have 7,240 manufacturing jobs in 2017. That was 35.1 percent of all jobs
in all industries in the county in 2001, and about 50.8 percent of total labor
compensation (due to the high average annual pay of manufacturing jobs) in the county.
Now manufacturing jobs account for 29 percent of all jobs and 44 percent of labor
compensation in Fulton County. | organized data on jobs and compensation by industry
over the past ten years, and summarized it in the table below. Compared to the state of
Ohio and the nation as a whole, manufacturing employment and compensation in
Fulton County has done very well. While manufacturing’s share of employment has
dropped statewide and nationwide it has actually increased in Fulton County. Fulton
County remains heavily dependent on manufacturing.

Manufacturing's Economic Importance in Fulton County
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Manufacturing's Share of All Jobs
Fulton County, OH 28.8% 25.0% 24.6% 24.6% 25.0% 25.5% 25.7% 27.1% 284% 29.0%
State of Ohio 11.3%  10.2% 10.0% 10.2% 10.3% 10.4%  10.4% 10.4% 10.3% 10.3%
United States 7.8% 7.2% 7.0% 7.0% 7.0% 7.0% 6.9% 6.9% 6.8% 6.8%
Manufacturing's Share of Total Labor Compensation
Fulton County, OH 455% 40.1% 40.7% 41.6% 413% 412% 41.7% 429% 43.7% 44.0%
State of Ohio  17.6% 15.7% 15.7% 16.1% 15.9% 157% 159% 15.8% 155% 15.4%

United States 11.6% 10.8% 10.7% 10.7% 10.7% 10.6%  10.5% 10.4% 10.2% 10.2%
Source: US Bureau of Economic Analysis

Fulton County’s manufacturing base suffered losses in the 1980s, but has remained
fairly steady since that time in contrast to much of the nation. Because it is so
dependent on manufacturing, Fulton County tends to be hit harder during recessionary
times than the rest of Ohio or the nation as a whole. We can see this in the figure below.
Fulton County’s unemployment rate was well above that of Ohio and the nation during
the early 1990s and was above both again from 2003 through 2011, with the years 2009
and 2010 being far above the national average rate. The Great Recession of 2008-09
triggered a fall in manufacturing employment, but the county has rebounded with its
manufacturing base and the area’s unemployment rate has generally been even with
the state and national rates during the recovery (see figure).
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Unemployment Rates
Fulton County, State of Ohio, United States
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