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EXECUTIVE SUMMARY

The “Food Processing Industry” (NAICS 311)
is one of the largest manufacturing sectors in the
United States. The Census Survey of
Manufactures, 2012 indicates the total value
of shipments from the food processing sector
totaled $738,515.0 million and accounted for
12.9 percent of the total value of shipments by
U.S. manufacturers in 2012. Value added in the
industry totaled $259,078.5 million in 2012.
Moreover, food processing establishments
accounted for 12.5 percent of total manufacturing
employment in the United States.

This study has been developed specifically for
use by manufacturers of food and related products
to show how a Nebraska plant location can help
them better respond to market conditions and
significantly improve their competitive position.
Nebraska provides substantial advantages for
both small and large food production facilities.
An attractive business climate, a well-educated
and productive labor force, reliable supplies of
low cost energy, ready access to raw materials
and intermediate processed inputs, and a location
central to the national consumer market are
among the leading advantages the state offers
manufacturers of food products.

Included in this study is an analysis of
geographically variable labor and energy costs.
The analysis makes cost comparisons among
states on the basis of a model manufacturing
plant. The model plant assumes employment of
50 production workers and the manufacture of
a product representative for the food products
industry as a whole. Sixteen states are examined
in the analysis. Besides Nebraska, these states
include those that currently have the largest

production in the industry as well as other states
near Nebraska with which it typically competes
for industrial location projects.

In the model plant analysis, estimated labor
related costs include the direct wages paid to
production workers and costs associated with
workers’ compensation insurance, unemployment
insurance, social security, and fringe benefits.
Compared to the average labor costs for the
15 alternative states, Nebraska is found to offer
an annual savings of $234,484 in labor related
costs, which is 9.0 percent less than the average
labor costs for the other states.

This study also concludes that a Nebraska
plant location offers a significant energy cost
advantage. Industrial electric rates for the
15 alternative states average 16.4 percent more
than the Nebraska rate and the average industrial
gas rate is 25.8 percent more. Combining these
advantages, Nebraska’s energy cost for the model
plant is 16.8 percent less than the average energy
cost for the 15 alternative locations.

Together, Nebraska’s annual labor and energy
costs for the model plant are $340,095, or
10.5 percent less than the average annual labor
and energy costs for the 15 alternative states.
Conversely, the average labor and energy costs in
the other 15 states are 11.7 percent more than the
Nebraska labor and energy costs.

Figure 1 (following page) provides a summary of
the labor and energy costs for the model plant in
Nebraska and for each of the 15 alternate plant
sites. These costs are shown on a per-production-
worker basis.



Figure 1

Labor and Energy Costs per Production Worker for
Food Processing Industry (NAICS 311)

$80,000

$70,000 -

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

$0

Calculated labor (wages, workers’ compensation insurance, unemployment
insurance, social security, and fringe benefits) and energy (electricity and natural
gas) costs for the food processing industry (NAICS 311).

Source: Table A-6.




PART A

THE Foobp PROCESSING INDUSTRY

I. Industry Characteristics and Trends

The “Food Processing Industry” (NAICS 311)
is one of the largest manufacturing sectors in the
United States. The Census of Manufactures, 2012
indicates the food processing sector accounted
for 12.9 percent of the total value of shipments
by U.S. manufacturers in 2012. Moreover,
food processing establishments accounted for
12.5 percent of total manufacturing employment
in the United States.

As the data shown in Table 1 indicate, the value of
shipments for the food processing industry in the
U.S. totaled $738,515.0 million in 2012. Value
added in the industry totaled $259,078.5 million,
with total employees numbering 1,400,000
and production workers numbering 1,094,500.
Capital expenditures for the food processing
industry totaled $17,143.9 million in 2012.

Data for the 1997-2012 review period provided in
Table 1 show there has been significant nominal
growth in value added, the value of shipments, and
capital expenditures, while industry employment
has declined slightly. Between 1997-2012, the
value of shipments by industry establishment
grew by 75.1 percent, industry value added
increased by 58.3 percent and annual capital
expenditures grew by 58.8 percent. During the
same period, the number of production workers
decreased by 1.6 percent and total employment
in the food processing industry decreased by
4.6 percent. Obviously, the growth in value added
and the value of shipments occurring during the
fifteen-year review period resulted from increases
in worker productivity.

Worker productivity in the food processing
industry has been enhanced by growth in capital
expenditures made by industry establishments.

Table 1

The Food Processing Industry (NAICS 311),
Characteristics and Trends, Selected Years, 1997-2012

Avg. Hourly
Total Production Value of Capital Earnings,
Employees  Workers Shipments Expenditures Prod. Wrkrs.
Year - - - - (Thousands) - - - - ----(Million$) - - - - $)
1997 1,467.0 1,112.3 163,675.3  421,737.0 10,799.2 11.27
2002 1,506.9 1,140.6 203,639.6  458,786.5 10,954.1 13.27
2006 1,416.9 1,089.6 233,406.9  536,939.2 12,656.0 14.92
2007 1,464.2 1,139.3 241,064.1  589,725.6 13,193.9 15.19
2008 1,437.2 1,114.5 246,598.3  649,905.6 15,677.6 15.42
2009 1,394.2 1,091.4 258,615.4  628,566.1 13,631.8 15.85
2010 1,363.8 1,076.4 259,174.4  649,338.8 14,020.5 16.44
2011 1,346.2 1,063.1 264,192.4  708,682.7 15,738.5 16.62
2012 1,400.0 1,094.5 259,078.5  738,515.0 17,143.9 16.85

Data for the food industry as defined by the 2007 definition for NAICS 311, Food Manufacturing.

Source: U.S. Bureau of the Census, Census of Manufactures, Geographic Series 1997, 2002, and
2007; Industry Series: Detailed Statistics by Industry for the United States, 2012; and

Annual Survey of Manufactures, 2009 and 2011.




During the 1997-2012 review period, annual
capital expenditures increased 58.8 percent, from
$10,799.2 million in 1997 to $17,143.9 million in
2012. With a 1.6 percent decrease in the number
of production workers during the same period,
the annual capital expenditures per worker by
food processing manufacturers increased by
61.3 percent, from $9,709 per production worker
in 1997 to $15,664 in 2012.

The growth in worker productivity has not
contributed to significant increases in payments
to workers during the review period, at least not
in real terms. As the data presented in Table 1
(previous page) show, average hourly wages
for production workers in the food processing
industry increased by 49.5 percent, from
$11.27 per hour in 1997 to $16.85 per hour in
2012. During the same period, the consumer
price index increased by 43.0 percent, resulting in
a much more modest increase in average hourly
earnings for industry production workers in real,
or inflation-adjusted terms. When average hourly
earnings are adjusted using the consumer price
index, the change in average hourly earnings
for the 1997-2012 period was an increase of
4.6 percent during the 15-year review period or
an annual increase of 0.3 percent per year.

I1. Industry Structure

As the reader will note, the “Food Processing
Industry” (NAICS 311) is subdivided into
nine 4-digit NAICS code classifications. And as a
subsequent table will indicate, these nine 4-digit
industry classifications are further divided into
additional 5-digit NAICS subgroups.

The data presented in Table 2 show the general
categories of products produced and sold by the
food processing industry. The table also provides
insights into the relative sizes of the industry
subgroups and the growth in industry shipments
among the primary (4-digit NAICS) industry
subgroups. The fastest growing industry subgroup
at the 4-digit NAICS level was “Grain and oilseed
milling” (NAICS 3112), for which industry
shipments grew by 113.2 percent between 2002
and 2012. The value of industry shipments for
“Animal food manufacturing” (NAICS 3111), the
second fastest growing industry subgroup, grew
by 108.3 percent between 2002 and 2012. For the
“Food Processing Industry” (NAICS 311) as a
whole, industry shipments grew by 61.0 percent
between 2002 and 2012.

Table 2

The Food Processing Industry (NAICS 311),
Value of Industry Shipments by Major Industry Subgroup, 2002, 2007, and 2012

Value of Shipments % Change | % of Total
NAICS Industry Subgroup 2002 | 2007 | 2012 2002-2012 2012
---(Million $) - - - (%) (%)
311 Food Processing Industry 458,786.5 589,725.6 738,515.0 61.0 100.0
3111 Animal Food Manufacturing 28,025.0 39,173.9 58,384.7 108.3 7.9
3112 Grain & Oilseed Milling 47,616.6 69,754.9 101,540.8 113.2 13.7
3113 Sugar & Confectionery Product Manufacturing 25,455.1 27,278.1 32,774.1 28.8 4.4
3114 Fruit & Vegetable Preserving & Specialty 53,667.9 60,704.8 69,215.7 29.0 9.4
Food Manufacturing
3115 Dairy Product Manufacturing 66,175.9 91,583.7 107,714.2 62.8 14.6
3116 Animal Slaughtering and Processing 122,920.6 160,062.5 199,303.8 62.1 27.0
3117 Seafood Product Preparation & Packaging 8,809.8 11,072.9 10,692.4 21.4 1.4
3118 Bakeries & Tortilla Manufacturing 49,068.0 55,486.8 64,441.4 31.3 8.7
3119 Other Food Manufacturing 57,047.8 74,608.0 94,4478 65.6 12.8

Source: U.S. Bureau of the Census, Census of Manufactures, Summary Series 2002 and 2007
and Industry Series: Detailed Statistics by Industry for the United States, 2012.




Other food processing industry subgroups
experiencing relatively faster growth in the value
of shipments between 2002 and 2012 included
“Other food manufacturing” (NAICS 3119),
with a 65.6 percent increase, followed by “Dairy
product manufacturing” (NAICS 3115), which
recorded a 62.8 percent increase, and followed
by “Animal slaughtering and processing”
(NAICS 3116), which experienced a 62.1 percent
increase.

The data in Table 2 and Figure 2 show the
relative importance of the food processing
industry subgroups, in terms of value of
shipments for each industry  subgroup.
“Animal  slaughtering and  processing”
(NAICS 3116) sector is the largest industry

subgroup, accounting for 27.0 percent of
total industry shipments in 2012. The second
largest sector, “Dairy product manufacturing”
(NAICS 3115) accounted for 14.6 percent
followed by “Grain and oilseed milling”
(NAICS 3112 - 13.7 percent), “Other food
manufacturing” (NAICS 3119 - 12.8 percent),
“Fruit and  vegetable preserving and
specialty food manufacturing” (NAICS 3114
- 9.4 percent), “Bakeries and tortilla
manufacturing” (NAICS 3118 - 8.7 percent),
“Animal food manufacturing” (NAICS 3111 -
7.9 percent), “Sugar and confectionery product
manufacturing” (NAICS 3113 - 4.4 percent), and
“Seafood product preparations and packaging”
(NAICS 3117 - 1.4 percent).

Figure 2

Value of Shipments by Industry Subgroup,
Food Processing Industry (NAICS 311), 2012

NAICS 3119
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NAICS 3111
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Total Industry 2012 Shipments - $738,515.0 Million

NAICS 3111 Animal food manufacturing
NAICS 3112 Grain & oilseed milling
NAICS 3113 Sugar & confectionery
product manufacturing
NAICS 3114 Fruit & vegetable preserving

& specialty food manufacturing

NAICS 3115 Dairy product manufacturing

Source: Table 2

NAICS 3116 Animal slaughtering & processing
NAICS 3117 Seafood product preparation &
packaging
NAICS 3118 Bakeries & tortilla
manufacturing
NAICS 3119 Other food manufacturing




The data presented in Table 3 provide further
detail for the industry subgroups that comprise
the food processing manufacturing industry.
Data showing the number of companies,
establishments, employees, production workers,
value added, value of shipments, and capital
expenditures are shown for the “Food Processing
Industry” (NAICS 311) as a whole for 2012 and
for the NAICS 4-digit and 5-digit subgroups
that make up the food manufacturing industry.
As previously shown, the “Animal slaughtering
and processing” sector (NAICS 3116) is the
largest industry subgroup in terms of industry
shipments. As the data presented in Table 3
(following page) show, it is also the largest food
industry sector in terms of employees, production
workers, value added, and capital expenditures.

It is also of interest to note that the largest 5-digit
NAICS subgroup is “Animal slaughtering and
processing” (NAICS 31161), which is identical
to the 4-digit NAICS 3116 sector.

The largest industry subgroup, in terms of
the number of companies and establishments,
is the “Bakeries and tortilla manufacturing”
(NAICS 3118) subgroup. This industry subgroup
accounts for 9,877 of the total 22,086 companies
in the food processing industry and 10,546 of
the total 25,575 industry establishments. Further
inspection of the data for this sector reveals that
the 5-digit sector, “Bread and bakery product
manufacturing” (NAICS 31181), account for
most of the companies and establishments in this
industry sector.

KYS Foods and Cayenne, LLC

In 1979, KaiYen Mai’s parents brought KYS Foods, which produces jerky to San Francisco.
Nine years ago, Mai, now owner, began looking for a new facility in five states but could not find
a building. Mai said she ultimately chose Scottsbluff, Nebraska, because it’s a small town, friendly,
and helpful as she stated, “We felt the community would be here for us when the move was over.”

Mai additionaly stated, “local incentives were important, as not all places have them.”

y




"Z102 ‘sa1e1s panun ay Joj Ansnpuj Ag sonsijels pajielaq :salias Ansnpu| ‘saanoenueyy 1o SNsusy ‘snsus) ayl Jo neaing 'S’ :824n0s

096°595 2ov'ceL'Te 1082.0'6 926°'LY 6.2'29 TIE'T 6LT'T Burinioegnuel poo4 48O |1V 66TTE
168°CLY 880'€92'61T ¥G7'G08'8 682'0¢C 60T'TE €0L 029 Bunnyoenuely buissaiq % Buluosess Y6T1E
TO¥'T0E L0€'€06'8 962'T59'9 19.'% LvT'L YT 44" Buninioenuely sreuaauod 7 dniks Butione|4 €61TE
0.E'v6¢ 060°'€G8°CT 128'706'Y 256'6 ¥6T'ST l4%4 viv Bunnoenuel es | % 89400 Z6TTE
10€989 9€6'G69'TE 0EE'0V0°LT TGL'VE 18V'EY 109 019 Burnioeynueln pood >oeus T6TTE
GE6'0CE'C  €C8'LiY'Y6 YIL'vLv'9Y 6.T'8TT  9TZ'6GT v12'e G48'C Burinioeinue pood 18y10 6TTE
09.'6¥T vES'V19'E €29'280'C 68T'VT ATAVAN 9€ GEE Burinioeynuel e||1o L €8T1€E
88¢€'8.G vEL'0TE VT 228'erL'TT €Ly STV'ES €L 99 Buninjoenue| BlSed 7 18980 ‘813000 Z81TE
600'GE0'T  9ET'9SY'9E 1€6'980°TC 96.°22T  7GG'/8T 60v'6 088‘8 Buninjoesnuey 1onpoid Aisxeq % pesig T8TTE
IGT'€9L'T  vOV'TYY'v9 28€'C16'7E 869'6.T  612'84¢ 9¥S'0T 1186 Burinioenueln ej|iio L % saliexeq 8T1¢E
€G2'T9C 8T¥'269°0T 989°220' 6e€'Le €90'€E S6S T0S Buibexoed 7 uoieredald 10npoid pooyess TLTTE
€G2'T9¢ 8T¥'269°0T 989°220'Y 6ee'Le €90'ce S6S T0S Buibexoed 79 uoieiedald 1oNpoid pooyess LTTE
EVE'ETL'S  BLL'€OE'66T  TV9'Gr9°CS 806'CTy  E€V0'L8Y 165'€ €50°€ Buissaooid 7 Bunieybnels jewiuy T9T1E
eve'ezL's  6LL'€0E'66T  T¥9'Gr9°CS 806'CTy  €V0'/8Y 165°€ €50°€ Buissaoo.d 7 Burisiybne|s fewiuy 9TTE
8/9°/4GT zl6'6ce'L 818'506'C LOEYT €2e'8T 88¢€ (4% Bunnoenue|A 18ssaQ UszoiH 7 Wesld 89| ¢STTE
8v/'€T9'C  0SC'¥8F'00T  6T.'80.L'82 16528 CE0'ETT 112'T 66/ Buninioeynue|n (uszouy 1deoxe) 1onpoid Alreg TSTTE
9ZV'TLL'C  2ee'vTL'I0T  LES'WTO'TE 70696 GGE'TET 66S'T Tt Buranyoeynuey 1onpoad Airea GTTE
¥82'69¢'T 6.5'560'6E 067°280'8T 91829 968'GL 200'T LEB Burkiq % Buipiold ‘Butuue) sjqelsboA 7 uni4 44443
80€'9€0'T  ¥PT'0CT'0E €L9TrT'eT 99€'GL 0€5'68 €69 0vS Burinioeynue|n pood uszoid I1E
26S'S0E'C  €CL'STC'69 €9T'0€2'TE Z8T'8ET  92¥'S9T G69'T LIE'T Burinoeinue pood Ayjerdads % Buinissaid a|qeIshion 79 NI Y11€
6€0°€EC ¥8.'700'8 99/°CTE'Y €961 TvT'6T 6EY Tey Burimoenueln A18U0N23JU0D 81B|000YIUON YETTE
GG0'6SY GT9'zeE'0T GE9'8Y8'E yIv'0T 06S'CT 74 594 Buninoesnuey Jebng TETTE
YIT'L6T'T  6CT'VLL'CE GEZ'0T6'VT 0€9'TS 18889 Lv8'T S0L'T Burinyoeinue 1Npo.ad A1suonasyuo) % sefing ETTE
G81'99¢ 687'€T8°0T 6G8'TS'S 0€Z'TT 8GE'ET €9 LE Burinoeinuely (8190 Isepealg (AN
0S5C€0'T  SSC'ETV'0L €G8'879'GT 2er'ot 6v9'€C e 66T Bunmoregnuel s|10 % sted a|qe1shiaA 7 yolers [4AN%>
G65'8.€ L60'7TE0C ¢10'816'S €EG'TT 9v8'GT 14014 LEC BuninioegnuelA 1N 7 Bulfjin noj4 TCTTE
0€9'2/L'T TY8'OVS'TOT  ¥2L'80T'LC G8T'6E €68'¢S 808 €Ly BunN pass|lo 79 ureds [ANRS
€9V'€20'T  859'78E'8S ZAA TR €6V'62 €96'CY 089'T €0T'T Burinioeynuelp pood [ewiuy TTTTE
€9V'€20'T  859'V8E'8S ¥Zr'veT'9T £6V'62 €96'EY 089'T €0T'T Burinioeynue pood [ewiuy TTTE
€T6'EYT'LT L66'VTS'8EL  905'8L0'6G¢ 8TS'¥60'T 6T0°00V'T G/G'Ge 980'¢¢ AdLSNANI ONISSTO0dd A0O04 T1€
..... ($ puesnoyl) - - - - - SIJOM  sedAojdwg  spuswiysiigeIsg saluedwo) uondriosa@ Adsnpuj El k)
saanipuadx3 syuawdiys pappv uononpoad 1\ 0 JaquinN J0 JaquinN SOIVN
[ended 10 anjeA anjeA

x¢T0z ‘sdnoabgns Ansnpuj pue 10129s Jolen Ag saaniipuadx3 [enide)d pue ‘pappy anjea
‘syuswidiys Jo anjeA ‘quswAojdw3 ‘syuswiysijgeis3 pue saluedwo) Jo Jaquunp
'(TT€ SOIVN) Aasnpu] Bulssadoad pood ay L

€ 9lgeL




I11. Industry Production and Location
Characteristics

The food processing industry encompasses
a very large and diverse industry. In 2012,
25,575 establishments were primarily engaged
in food processing, a decrease of 0.2 percent
from 2007 and 8.4 percent from 2002. From
2002 to 2007, establishments with fewer than
20 employees declined by 11.2 percent while
establishments with 20 or more employees
declined by only 1.6 percent. In the more recent
period 2007 to 2012, establishments with fewer
than 20 employees increased by 2.2 percent
while establishments with 20 or more employees
decreased by 4.8 percent.

The data presented in Table 4 compares selected
characteristics for the food processing industry
as a whole for 2002, 2007, and 2012. Over the
2002-2012 period, the number of employees
declined by 7.1 percent from 1,506,800 to
1,400,000, while production workers decreased
by 4.1 percent, from 1,140,700 in 2002 to
1,094,500.

The cost of materials (purchased inputs) increased
by 88.6 percent, from $255.3 billion in 2002
to $481.5 billion in 2012. Another important
factor contributing to the 61.2 percent increase
in the value of shipments or the value of output
produced by the food processing industry was
the value added by manufacture, which increased
by 27.3 percent, from $203.5 billion in 2002 to
$259.1 billion in 2012.

The Table 4 data, along with data from the Census
of Manufacturers, indicate that establishments in
the “Food Processing Industry” (NAICS 311)
are more labor intensive than manufacturing
establishments generally. In 2012, production
workers accounted for 78.2 percent of total
employment in the food processing industry,
compared to 69.3 percent for all manufacturing.

The importance of production workers relative
to total employment in the food processing
industry has also increased over time. The
number of production workers in the industry
decreased from 1,140,700 in 2002 to 1,094,500 in

Table 4

Production Characteristics for the Food Processing
Industry (NAICS 311) 2002, 2007, and 2012

Percent Change
2002 2007 2012 [ 2002-2007 | 2007-2012
Establishments
Number 27,915 25,616 25,575 -8.2 -0.2
With 20+ Employees 8,736 8,594 8,183 -1.6 -4.8
All Employees
Number [thousands] 1,506.8 1,464.2 1,400.0 -2.8 -4.4
Payroll [million $] 45,490.1 50,387.9 54,546.0 10.8 8.3
Production Workers
Number [thousands] 1,140.7 1,139.3 1,094.5 -0.1 -3.9
Hours [millions] 2,283.7 2,282.8 2,195.6 0.0 -3.8
Wages [million $] 30,284.3 34,674.9 36,995.3 145 6.7
Average Hourly Wage [$] 13.26 15.19 16.85 14.6 10.9
Value Added by Manufacture
[million $] 203,500.9 241,064.1 259,078.5 185 75
Cost of Materials
[million $] 255,344.3  351,493.5 481,481.2 37.7 37.0
Value of Shipments
[million $] 458,205.8 589,725.6 738,515.0 28.7 25.2
Cost of Purchased Fuels and Electric Energy
Electric Energy [million $] 3,554.7 4,855.8 5,398.4 36.6 11.2
Purchased Fuels [million $] 3,182.6 5,493.1 3,829.2 72.6 -30.3
Quantity of Purchased Electric Energy
[million kWh] 67,310.8 80,297.9 77,834.1 19.3 -3.1

Source: U.S. Bureau of the Census, Census of Manufactures, Summary Series 2002 and 2007,
and Industry Series: Detailed Statistics by Industry for the United States, 2012.

8




2012—a decrease of 4.1 percent. Total industry
employment declined by 7.1 percent for the same
period. Total production worker hours declined
by a slightly smaller rate, 3.9 percent, than total
production workers and total production worker
wages grew by 22.2 percent between 2002
and 2012. These data highlight the increasing
importance of reliable and productive sources of
labor for the food processing industry.

As previously noted, the total cost of materials
increased by 88.6 percent between 2002 and
2012. Energy inputs are an important production
input for which the cost has increased less
rapidly during the same time period. The cost of
purchased electricity increased by 51.9 percent,
while the cost of purchased fuels increased by
only 20.3 percent from 2002 to 2012.

Table 5 provides data for selected additional
production characteristics for the food processing
industry for 2012. The industry data presented
in Table 5 are for the “Food Processing

Industry” (NAICS 311) as a whole, the “Animal
slaughtering and  processing”  subsector
(NAICS 3116), and the balance of the industry,
excluding animal slaughtering & processing. As
the data indicate, there were 22,086 companies
and 25,575 industry establishments in the food
processing industry in 2012. Establishments in
the animal slaughtering and processing sector
totaled 3,591 in 2012, or 14.7 percent of the total
industry establishments. Further inspection of
the data indicates that the animal slaughtering
and processing sector had, on average, much
larger establishments than for the balance of the
industry.

Data showing the distribution of manufacturing
establishments by size is also of interest as one
compares the animal slaughtering and processing
sector to the balance of the food processing
industry. Food processing establishments with
20 or more employees accounted for 32.0 percent
of total industry establishments in 2012. For

Table 5

Establishment Characteristics for the Food Processing Industry (NAICS 311),
Animal Slaughtering and Processing Industry (NAICS 3116),
and Other Food Manufacturing, (NAICS 3119) 2012

NAICS 3116
NAICS 311 Animal NAICS 3119
Food Processing Slaughteringand  Other Food
Industry Processing Manufacturing

Number of Companies 22,086 3,053 19,033
Number of Establishments 25,575 3,591 21,984
Est. - with 20+ Employees 8,183 1,357 6,826
Est. - with 20+ Employees (% of Total) 32.0 37.8 31.0
Est. - with 100+ Employees 3,154 722 2,432
Est. - with 100+ Employees (% of Total) 12.3 20.1 11.1
Establishments per Company 1.16 1.18 1.16
Production Workers 1,094,518 413,908 680,610
Average Production Workers per Establishment 42.8 115.3 31.0
Value Added (Million $) 259,078.5 52,645.6 206,432.9
Per Establishment (Thousand $) 10,130.1 14,660.4 9,390.1
Per Production Worker ($) 236,705.6 127,191.5 303,305.7
Value of Shipments (Million $) 738,515.0 199,303.8 539,211.2
Per Establishment (Thousand $) 28,876.4 55,500.9 24,527.4
Per Production Worker ($) 674,739.9 481,517.1 792,247.0

Source: U.S. Bureau of the Census, Census of Manufactures, Industry Series: Detailed Statistics by

Industry for the United States, 2012.




the animal slaughtering and processing sector,
establishments with 20 or more employees
accounted for 37.8 percent of establishments,
while for the balance of the industry the
comparable statistic was 31.0 percent. The
differences between the animal slaughtering &
processing sector and the balance of the industry
are more pronounced when looking at the number
and share of establishments with 100 or more
employees. For the food processing industry
as a whole, 12.3 percent of the establishments
had 100 or more employees. This statistic
for the animal slaughtering and processing
manufacturing industry was 20.1 percent,
compared to only 11.1 percent of establishments
with 100 employees or more for the balance of
the industry.

The average establishment in the food processing
industry had 42.8 production workers in 2012.
Further review of the data in Table 5 indicate
establishments in the animal slaughtering
and processing sector were much larger,
with an average of 115.3 production workers
per establishment, which was 3.7 times the
average size of 31.0 production workers per
establishment for the balance of the industry.
Obviously, a few very large plants and many
small establishments characterize the meat
products manufacturing sector.

Companies in the food processing industry tend
to locate plants in areas that provide a balance
between access to material inputs and market

orientation. Over the past few years, however, the
location orientation has shifted somewhat, with
access to material inputs combined with access to
national markets gaining in importance, relative
to a location orientation to local and regional
markets.

The data in Table 6 show the transportation
characteristics of commodities produced by the
food processing industry. Data in Table 6 indicate
shipping distances for “Meat, poultry, fish,
seafood, and their preparations” and “Milled grain
products and preparation, and bakery products”
have increased while shipping distances for
“Animal feed, eggs, honey, and other products of
animal origin” and “Other prepared foodstuffs,
and fats and oils” have decreased. In 2012, the
average distance shipped for “animal feed, eggs,
honey, and other products of animal origin” was
slightly less than 400 miles and the average
shipping distances for the other three categories
ranged between 230 miles for “Other prepared
foodstuffs, and fats and oils” and 262 miles for
“Milled grain products and preparation, and
bakery products.”

To provide an indication of the geographic
dispersion of the food processing industry,
Table 7 (following page) presents 2011 data, the
most recent year these data are available for this
report, on employment, production workers, value
added by manufacturer, and value of shipments
for 16 selected states. As indicated in the table,
establishments located in the 16 states for which

Table 6

Shipment Characteristics for the Food Processing Industry (NAICS 311)
Related Commodities, Selected Commodities, 2007 and 2012

Value (Mil. $)

Commaodity Sector 2012
Animal Feed, Eggs, Honey, and Other

Products of Animal Origin 114147
Meat, _Poultry, Fl_sh, Seafood, and 302,021

Their Preparations
Milled Grain Products and

Preparations, and Bakery Products 164,323
Other Prgpared Foodstuffs, and Fats 597.043

and Qils

Tons (Thous.)| Ton-miles | Average Miles | % Change

2012 2012 (Mil.) | 2007 | 2012 | 2007-2012
223,393 57,800 494 383 -22.5
90,439 43,185 206 243 18.0
120,915 58,984 169 262 55.0
522,932 180,437 318 230 21.7

Source: U.S. Bureau of the Census, Census of Transportation, 2007 and 2012 Commodity Flow Survey.




data are presented contribute 64.8 percent of
total value added in the food processing industry.
Moreover, these states account for 65.5 percent
of total industry shipments and 60.2 percent of
total production workers in the food processing
industry.

Included among these states are Nebraska and
neighboring states that typically compete with
Nebraska for plant locations. Also included are
the leading states with the greatest concentrations
of food processing activity. The 16 states are
included in this study as alternative sites for plant
locations and are evaluated in Appendix A of this
report using the geographically variable labor
and energy costs.

In 2011, California, with total shipments by food

total industry shipments. In terms of the value of
shipments of food products, lllinois ranked third,
followed by Wisconsin, lowa, Pennsylvania, and
Ohio. Nebraska, with shipments of food products
totaling $26,678 million, ranked ninth among
the states and accounted for 3.8 percent of total
industry shipments.

The average hourly earnings of production
workers in the food processing industry shown
in Table 7 indicate Nebraska production workers
had average hourly earnings ($16.31) that were
1.8 percent lower than the U.S. average of $16.61,
and 8.4 percent less than the average of $17.80
for the other 15 selected states. In highlighting
Nebraska’s average hourly earnings, it is notable
that Nebraska has a higher concentration of its
food processing industry (and workers) in the

processing establishments of $71,271 million,
was the largest food processing state, accounting
for 10.0 percent of the total U.S. food product
shipments. Texas, with shipments of food
products totaling $43,304 million, ranked second
among the states and contributed 6.1 percent of the

“Animal slaughtering and processing” sector
(NAICS 3116). And, as wages in the meat
products manufacturing sector are generally
lower than in other food industry sectors, one
would expect Nebraska wages to be less than
other areas.

Table 7
Food Processing Industry (NAICS 311)
Production Workers, Average Wages, Value Added, and Value of Shipments
Selected States and the U.S., 2011

Production Average Hourly Value Value of % of U.S.
Employees Workers Earnings Added Shipments Value of
State (1,000) (1,000) $ ($1,000,000)  ($1,000,000) Shipments
Nebraska 34.2 28.0 16.31 6,517 26,678 3.8
California 149.0 113.7 17.44 28,215 71,271 10.0
Florida 24.2 18.2 18.39 5,453 12,620 1.8
Ilinois 70.5 54.1 18.07 16,077 42,315 6.0
Indiana 33.2 254 18.47 7,927 20,404 2.9
lowa 47.7 38.9 17.71 11,012 37,526 53
Michigan 24.6 19.3 18.72 7,340 15,224 2.1
Minnesota 46.4 37.1 17.02 8,436 26,828 3.8
Missouri 36.1 29.9 17.42 7,585 21,334 3.0
New Jersey 26.2 18.7 18.44 4,741 11,926 1.7
New York 42.1 31.9 17.22 7,073 18,497 2.6
Ohio 48.6 384 18.98 12,329 28,127 4.0
Pennsylvania 65.4 48.8 18.73 13,099 32,036 4.5
Tennessee 33.9 26.1 17.60 7,689 17,852 2.5
Texas 83.6 66.7 15.33 15,405 43,304 6.1
Wisconsin 63.0 50.5 17.39 12,622 39,324 55
Total Sel. States 828.7 645.7 N/A 171,521 465,264 65.5
Percent of U.S. 61.0 60.2 N/A 64.8 65.5 65.5
Total U.S. 1,359.0 1,072.8 16.61 264,501 710,366 100.0

N/A - Not Available.
Source: U.S. Bureau of the Census, Annual Survey of Manufactures, Geographic Area Statistics: 2011.
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IV. Capital Investment and Industry Outlook

Capital investment in the food processing
industry exceeded $17.1 billion in 2012. As the
data presented in Table 8 show, capital investment
totaled $17,143.9 million, a 29.9 percent increase
from 2002.

As data provided in Table 8 also indicate, the
growth and rate of capital investment in the food
products industry varied significantly among the
industry subgroups. The “Animal slaughtering
and processing (NAICS 3116) sector recorded
the greatest increase (82.4 percent) in capital
expenditures between 2002 and 2012, followed
by “Animal food manufacturing” (NAICS 3111
— 77.6 percent) and “Grain and oilseed milling”
(NAICS 3112 — 73.9 percent).

The “Fruit and vegetable preserving and specialty
food manufacturing” (NAICS 3114) and
“Bakeries and tortilla manufacturing” (NAICS
3118) subgroups experienced the smallest growth
in capital investment from 2002 to 2012.

The food processing industry in the United States
is expected to record stable employment and
moderate output growth trends over the long
term. As indicated by the data presented in Table 9
(next page), employment in the food processing
industry (NAICS 311) declined moderately
during the 2002-2012 period and is projected to
decline by an average rate of 0.2 percent per year
between 2012 and 2022. This projected decline is
less than an average annual decline of 2.4 percent

per year for all manufacturing employment
between 2002 and 2012 and a projected average
annual decline of 0.5 percent for the 2012-2022
period.

Real, constant-dollar, outputin the food processing
industry is projected to increase by 17.5 percent,
or by an average annual rate of 1.6 percent, in real,
inflation-adjusted terms between 2012 and 2022.
As the data presented in Table 9 indicate, this is
slightly less than the projected increase in output
for the total manufacturing sector (27.2 percent,
or an average annual rate of 2.4 percent) for the
2012-2022 projection period.

The long run outlook for the food processing
industry is very positive. Expanding global
markets and incomes will provide large and
growing markets for this industry. On balance, the
factors affecting individual companies producing
food products will depend to a great extent on their
ability to compete within their industry and in the
markets for their products. While many external
factors will influence the overall performance
of the industry, the outlook for the individual
companies that can control costs and respond to
emerging and changing market opportunities and
consumer tastes and behavior will be significantly
enhanced. Appendix A of this study discusses
how food processing establishments can better
respond to market conditions and significantly
improve their competitive positions with a
Nebraska plant location.

Table 8

Capital Expenditures in the Food Processing Industry (NAICS 311),
by Industry Subgroup, 2002, 2007, and 2012

2012 Cap. Exp.

Capital Expenditures % Change as Percent of
NAICS Industry Group [ 2002 | 2007 | 2012 | 2002-2007 | 2007-2012 | Value Added
----(Thousand $) - - - -
311 Food Manufacturing 10,936,876 13,193,895 17,143,913 20.6 29.9 6.62
3111  Animal Food Manufacturing 576,171 693,816 1,023,463 20.4 475 6.34
3112  Grain & Oilseed Milling 1,022,322 1,565,527 1,777,630 53.1 135 6.56
3113  Sugar & Confectionery Product Manufacturing 741,572 774,646 1,197,114 45 54.5 8.03
3114  Fruit & Vegetable Preservation & Specialty 1,831,645 1,635,954 2,305,592 -10.7 40.9 7.38
Food Manufacturing

3115  Dairy Product Manufacturing 1,735,787 1,871,167 2,771,426 7.8 48.1 8.77
3116  Animal Slaughtering and Processing 2,041,808 2,721,383 3,723,343 333 36.8 7.07
3117  Seafood Product Preperation & Packaging 202,464 299,444 261,253 47.9 -12.8 6.49
3118 Bakeries & Tortilla Manufacturing 1,369,400 1,521,823 1,763,157 11.1 15.9 5.05
3119  Other Food Manufacturing 1,415,707 2,110,135 2,320,935 49.1 10.0 4.99

Source: U.S. Bureau of the Census, Census of Manufactures, Geographic Series 2002 and Summary Series 2007, and
Industry Series: Detailed Statistics by Industry for the United States, 2012.
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Table 9

Employment and Output, Food Processing Sector by Industry Subgroup,
for All Manufacturing, 2002, 2012, and Projected 2022

Part A -- Employment
Thousands of Jobs Avg. Ann. Rate of Change
NAICS Industry Sector / Subgroup 2002 2012 2022 2002-2012 2012-2022
31-33  Manufacturing 15,258.7 11,918.9 11,369.4 -2.4 -0.5
311 Food Processing Industry 1,525.8 1,468.7 1,441.8 -0.4 -0.2
3111 Animal Food Manufacturing 51.2 53.3 48.3 0.4 -1.0
3112  Grain and Oilseed Milling 61.8 60.2 57.4 -0.3 -0.5
3113  Sugar and Confectionery Product 84.3 66.8 53.5 -2.3 -2.2
Manufacturing
3114  Fruitand Vegetable Preserving and 183.2 169.6 150.5 -0.8 -1.2
Specialty Food Manufacturing
3115 Dairy Product Manufacturing 136.8 135.8 129.6 -0.1 -0.5
3116  Animal Slaughtering and Processing 517.2 484.8 517.8 -0.6 0.7
3117  Seafood Product Preparation and 43.7 39.4 35.7 -1.0 -1.0
Packaging
3118 Bakeries and Tortilla Manufacturing 296.7 284.5 271.6 -0.4 -0.5
3119  Other Food Manufacturing 150.9 174.3 177.4 1.5 0.2
Part B -- Value of Output
Billions of Chain-Weighted
2005 Dollars® Avg. Ann. Rate of Change
NAICS Industry Sector / Subgroup 2002 2012 2022 2002-2012 2012-2022
31-33  Manufacturing 4,320.8 4,407.6 5,604.8 0.2 24
311 Food Processing Industry 498.3 489.7 575.2 -0.2 1.6
3111 Animal Food Manufacturing 28.2 20.4 24.9 -3.2 2.0
3112 Grain and Oilseed Milling 54.8 43.7 50.7 -2.3 15
3113  Sugar and Confectionery Product 27.2 38.4 45.1 3.5 1.6
Manufacturing
3114  Fruitand Vegetable Preserving and 56.0 57.8 67.3 0.3 1.5
Specialty Food Manufacturing
3115 Dairy Product Manufacturing 72.1 75.1 89.4 0.4 1.8
3116 Animal Slaughtering and Processing 142.2 151.5 177.9 0.6 1.6
3117 Seafood Product Preparation and 9.0 8.8 10.2 -0.2 1.6
Packaging
3118 Bakeries and Tortilla Manufacturing 48.9 49.1 57.2 0.0 15
3119  Other Food Manufacturing 60.0 48.4 56.8 -2.1 1.6

@ Output shown in billions of chain-weighted constant (2005) dollars.
Source: U.S. Bureau of Labor Statistics, Office of Occupational Statistics and Employment Projections, www.bls.gov/emp/
Employment and output projections for 2022 (2012).
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PArRT B

NEBRASKA ADVANTAGES FOR
MANUFACTURERS OF Foop PrRoODUCTS

The food processing industry appears to have both
a market orientation and a resource orientation
depending on the specific product produced, the
type of establishment, and the market area served.
Those establishments which appear to be oriented
to plant locations near markets they are serving
tend to be the smaller industry establishments
which may have identified local market
opportunities. Establishments which appear to
be more resource oriented in terms of their plant
locations tend to be the larger establishments,
which produce goods for national distribution
or serve significant regional markets. For the
industry as a whole, the location orientation tends
to favor a combination of resource availability
and market access.

I. Availability of Inputs in Nebraska

Agriculture and agribusiness represent an
important segment of the Nebraska economy
and provide the basic economic foundation for
continued expansion of the state’s economy.

Essential services available to the agricultural
sector and the processing, distribution, and
packaging for related food products have
provided much of the impetus for growth of the
Nebraska economy. The substantial availability
of agricultural and agriculturally related resources
represent a significant advantage for Nebraska’s
existing food processing sector and for new and
expanding food manufacturing establishments.

Table 10 provides data on Nebraska companies
engaged in various types of food processing
activity. The largest concentration of Nebraska
food industry establishments is found in
NAICS 31161, “Animal slaughtering and
processing,” followed by NAICS 31111, “Animal
food manufacturing.” As indicated by the data
provided in the table, 116 establishments in the
state slaughter and further process animal and
meat products. Moreover, this industry subgroup
employs the most workers, with 27 of these
establishments employing more than 100 workers,

Table 10

Nebraska Food Processing Establishments by Industry and Employment Size, 2010

[ Employment Size
Less Than 100-499 500-999 1,000 or
NAICS Industry Group Total 100 Emp. Emp. Emp. More Emp.
[ - (Number of Establishments) - - - - -
31111 Animal Food Manufacturing 56 52 4 0 0
31121 Flour Milling & Malt Manufacturing 12 11 0 0
31122 Starch & Vegetable Fats & Oils Manufacturing 9 6 3 0 0
31123 Breakfast Cereal Manufacturing 2 0 1 1 0
31131 Sugar Manufacturing 1 0 1 0 0
31132 Chocolate & Confectionery Manufacturing From 0 0 0 0 0
Cacao Beans

31133 Confectionery Manufacturing From Purchased Choco 0 0 0 0 0
31141 Frozen Food Manufacturing 4 3 1 0 0
31142 Fruit & Vegetable Canning, Pickling & Drying 3 3 0 0 0
31151 Dairy Product (except frozen) Manufacturing 11 8 3 0 0
31152 Ice Cream & Frozen Dessert Manufacturing 2 2 0 0 0
31161 Animal Slaughtering & Processing 116 89 13 6 8
31171 Seafood Product Preparation & Packaging 0 0 0 0 0
31181 Bread & Bakery Product Manufacturing 50 45 5 0 0
31182 Cookie, Cracker & Pasta Manufacturing 0 0 0 0 0
31183 Tortilla Manufacturing 3 2 1 0 0
31191 Snack Food Manufacturing 3 3 0 0 0
31192 Coffee & Tea Manufacturing 3 3 0 0 0
31194 Seasoning & Dressing Manufacturing 1 1 0 0 0
31199 All Other Food Manufacturing 10 7 2 1 0
311  Total Food Processing Industry 286 235 35 8 8

Source: U.S. Census Bureau County Business Patterns: 2012 .
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14 employing more than 500 workers, and
8 employing more than 1,000 workers.

A review of the types of existing food product
manufacturers reported in Table 10 (previous
page) reveals that many of the significant inputs
required by other food processing industry
establishments are currently available in
Nebraska. Major beef processors operate some
of the industry’s largest processing facilities in
Nebraska. A variety of additional food processors
will be able to take advantage of these significant
and important local inputs.

The significant concentration of major food
processors within Nebraska is related to
the substantial availability of agricultural
commodities produced in the state. Nebraska
provides substantial agricultural inputs for beef,
poultry, and dairy products processors. Moreover,
the food and feed grains and other crops in the state
represent an important agricultural resource both
for supporting the livestock, poultry, dairy, and
related products industry and as a raw materials
input for further processing by Nebraska’s food
products manufacturers.

Table 11 provides data on agricultural production
for selected crops (Part A) and livestock
commodities (Part B on next page) in Nebraska.
As these data illustrate, the state accounts for a
substantial share of total U.S. production for
these agricultural commaodities.

Nebraska ranks third in the production of corn
for grain with 1,583.8 million bushels in 2014.
As shown in Part A of Table 11, Nebraska’s corn
crop accounted for 11.0 percent of total U.S.
production. Sorghum for grain production in
Nebraska totaled 9.2 million bushels, accounting
for 2.3 percent of the total U.S. production.
Nebraska also produced significant amounts of
soybeans (7.3 percent of U.S. production), wheat
(3.5 percent of U.S. production), hay (3.6 percent
of U.S. production), and dry edible beans
(11.2 percent of U.S. production).

One of the most significant attributes of Nebraska,
in terms of agricultural output, is the production
of livestock and livestock products. As the data
provided in Part B of Table 11 show, 19.3 percent
of the nation’s cattle on feed as of January 1, 2014,
were in Nebraska, which ranked first among the

Table 11

Production of Selected Agricultural Commodities in Nebraska

Part A -- Selected Crops
Corn for Grain, 2014 Sorghum for Grain, 2014
Acres Harvested Production Acres Harvested Production
(1,000) (1,000 Bu.) (1,000) (1,000 Bu.)
Nebraska 8,750 1,583,750 120 9,240
% of U.S. 10.5 11.0 1.9 2.3
U.S. Total 83,097 14,407,420 6,174 407,951
Wheat, 2014 Soybeans, 2014
Acres Harvested Production Acres Harvested Production
(1,000) (1,000 Bu.) (1,000) (1,000 Bu.)
Nebraska 1,450 71,050 5,350 288,900
% of U.S. 3.1 35 6.4 7.3
U.S. Total 46,381 2,025,651 83,403 3,958,272
All Hay, 2013 Dry Edible Beans, 2013
Acres Harvested Production Acres Harvested Production
(1,000) (1,000 Tons) (1,000) (1,000 CWT)
Nebraska 2,500 4,935 117 2,750
% of U.S. 4.3 3.6 8.9 11.2
U.S. Total 58,257 135,946 1,311 24,486

Table continued on following page (including source notes).
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Table 11, continued

Part B -- Selected Livestock, Poultry, and Related Products
Cattle on Feed, Jan. 1, 2014 All Cattle & Calves, Jan. 1, 2014
Number Number
(1,000 Head) (1,000 Head)
Nebraska 2,450 6,150
% of U.S. 19.3 7.0
U.S. Total 12,695 87,730
Milk Cows, Jan. 1, 2014 Commercial Cattle Slaughter, 2013
Number Number Live Weight
(1,000 Head) (1,000 Head) (1,000 Pounds)
Nebraska 53 6,869 9,389,899
% of U.S. 0.6 21.2 22.1
U.S. Total 9,209 32,462 42,558,803
Hogs & Pigs, Dec. 1, 2013 Commercial Hog Slaughter, 2013
Number Number Live Weight
(1,000 Head) (1,000 Head) (1,000 Pounds)
Nebraska 3,050 7,596 2,076,000
% of U.S. 4.7 6.8 6.7
U.S. Total 64,775 112,077 30,964,311
Milk Produced, 2013 Chicken (Excl. Broilers), Dec. 1, 2013
Quantity Number Value
(Million Pounds) (Number Head) ($1,000)
Nebraska 1,165 11,420 41,112
% of U.S. 0.6 2.4 2.1
U.S. Total 201,218 469,738 2,004,264
Layers and Eggs, 2013
Avg. Number of
Layers Eggs
(1,000 Head) (Millions)
Nebraska 9,234 2,758
% of U.S. 2.7 2.9
U.S. Total 346,406 95,176

Source: U.S. Department of Agriculture, National Agricultural Statistics Service
(USDA, NASS), Agricultural Statistics, 2013, at www.nass.usda.gov/

states in terms of this measure. Nebraska also led
the nation in the commercial cattle slaughter in
2013, accounting for 22.1 percent of the total live
weight.

Other livestock and livestock products, of which
Nebraska produced significant quantities in
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2013, include hogs (6.7 percent of the U.S. total,
commercial slaughter), chickens (2.1 percent
of the U.S. total inventory, and 2.7 percent of
layers), and egg production (2.9 percent of the
total, U.S. eggs produced).


www.nass.usda.gov/

I1. Nebraska Location Resources

In addition to the significant availability
of raw materials and intermediate inputs,
Nebraska offers a wide range of other locational
advantages for food processors. In this section
of the study, Nebraska resources and location
attributes important to establishments in the food
processing industry are presented and discussed.
An evaluation of geographically variable labor
and energy costs for selected states is presented
in Appendix A, which follows this section, using
a model manufacturing establishment producing
a representative food product.

Nebraska lies near both the population and
the geographic centers of the United States
(Figure 3). The nation’s population center moved
across the Mississippi River for the first time
in 1980 and continues to shift westward. The
current population center is near Plano, Missouri,
and the geographic center is in Butte County,
South Dakota (the geographic center of the
48 contiguous states is Smith County, Kansas).
Within one day, goods shipped by truck from
Nebraska reach more than 25 percent of the U.S.
population; add a second day and the percentage
skyrockets to more than 90 percent.

In addition to being a prominent location for
national markets, Nebraska is well situated to
serve international markets, which are important

to many food products manufacturers. For
example, the Union Pacific’s main railroad line
in central Nebraska is the busiest freight corridor
in the world; many of the trains carry grain to
West Coast ports for shipment around the world.
Also, the state currently has operating Foreign
Trade Zones in Omaha (Zone No. 19, Grantee/
Operator: Dock Board of the city of Omaha/
Douglas Civic Center) and in Lincoln (Zone
No. 59, Grantee/Operator: Lincoln Chamber of
Commerce Foreign Trade Zone). Foreign trade
zones reduce or eliminate duties and excise taxes
by allowing “domestic activity involving foreign
items to take place as if it were outside of U.S.
Customs territory.”

Access to Markets - Transportation

Nebraska’s central location is especially
advantageous  for transportation  services.
The state’s communities are connected

by a good highway system that includes
8,539 miles of interstate, freeway, and arterial
roads. That system includes a 455-mile stretch of
Interstate 80, the most traveled east-west
transcontinental route of the interstate highway
system. North-south interstate highways that
add to Nebraska’s market include Interstate 29,
which passes along the state’s eastern border in
lowa, and Interstate 25, which passes in close
proximity to the state’s western border.

Figure 3

Truck Access to Regional and National Markets
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More than 13,500 licensed motor carriers with
worldwide connections are based in Nebraska
and serve businesses throughout North America.
Largely because of Nebraska’s good interstate
connections, the state is home to one of the
largest trucking companies in the country, Werner
Enterprises, is headquartered in Omaha.

The nation’s two largest rail companies—
BNSF Railway Company and Union Pacific
Railroad—provide rail service to many Nebraska
communities. Ten freight railroads operate more
than 3,200 miles of track throughout Nebraska.
No major city in the United States is more than
five days by rail from Nebraska. Amtrak provides
passenger service in Nebraska with stops in
five communities.

The Union Pacific (UP) maintains headquarters
in Omaha and is one of the largest railroads in
North America with 32,000 miles of track in the
western two-thirds of the country. UP operates
more than 1,000 miles of track in Nebraska.
The Harriman Dispatching Center in Omaha is
the most technologically advanced dispatching
facility in the country. Union Pacific’s Bailey
Yard in North Platte is the largest rail freight car
classification yard in the world. The yard covers
2,850 acres, switches 10,000 rail cars daily, and
has 315 miles of track. Union Pacific’s main
line in central Nebraska is the busiest rail freight
corridor in the world, with more than 145 trains
operating over the line every 24 hours.

BNSF Railway Company (BNSF) operates more
than 1,500 route miles of track in Nebraska, is
one of the state’s primary railroads transporting
two million carloads of freight in Nebraska each
year, and employs more than 4,000 people in the
state. BNSF has rail yards in Alliance, Lincoln,
McCook, and Omaha; intermodal and automotive
facilities in Omaha; and mechanical shops in
Alliance and Lincoln.

Commercial airline service is available in
nine Nebraska cities, providing direct service
to major hubs. Scheduled air freight service
is provided to five additional communities
with on-demand service available. A total of
81 public-use airports are located throughout the
state.
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With the Missouri River forming Nebraska’s
eastern border, the state is a western terminus
for barge traffic. Barges have access to both the
Gulf of Mexico via the Mississippi River and to
the Atlantic Ocean via the Great Lakes and the
St. Lawrence Seaway.

Low Cost Utilities

In providing a full range of reliable utilities
with many cost advantages, Nebraska offers
additional benefits to food processors. Nebraska’s
electric rates for typical industrial customers are
21.0 percent less than the U.S. average and are
among the lowest of the 48 contiguous states
(Figure 4, next page). This benefit is of particular
importance to the “Food processing” industry,
with its high level of electricity use relative
to total energy consumption. A statewide grid
system with regional interconnections assures
reliability of service and adequacy of supply.

One of the reasons for Nebraska’s low
electric rates is its close proximity to the vast
low-sulfur coal fields of eastern Wyoming. It
is also the only state in the nation with electric
service provided entirely by public power.
Nebraska’s two largest utilities, Nebraska Public
Power District (NPPD) and Omaha Public Power
District (OPPD), have under their control an
efficient and dependable “mix” of generating
systems to supply current and projected needs;
the mix includes coal, nuclear, hydro, wind, gas,
oil, and diesel sources.

Some major electric-generating facilities in
Nebraska are:

e 1,300-megawatt NPPD coal-fired
Gerald Gentleman Station near
Sutherland, Unit No. 1 on-line in
1979 and Unit No. 2 on-line in 1982

e 1,330-megawatt OPPD coal-fired
plant at Nebraska City, Unit No. 1
on-line in 1979 and Unit No. 2 online
in 2009

e 800-megawatt NPPD Cooper
Nuclear Station near Brownville,
on-line in 1974

e 486-megawatt OPPD Fort Calhoun
Nuclear Station, on-line in 1973



Figure 4

Electric Costs for Industrial Service, Winter 2014-Summer 2014

Average Monthly Bills
Billing Demand - 1,000 kW
Consumption - 400,000 MWh
Annual Average, Winter 2014 - Summer 2014

Less than $32,000
$32,001 - $35,000
$35,001 - $40,000
More than $40,001
U.S. Average $40,306

Source: Edison Electric Institute, “Typical Bills and Average Rates Report,” January 1, 2014 and
July 1, 2014. State averages are weighted using eight months of January 2014 data and four months
of July 2014 data. Nebraska data represent the average for Omaha Public Power District, Lincoln

Electric System, and Nebraska Public Power District using the same seasonal weighting.

NPPD owns and operates a 59 MW wind
generation facility near Ainsworth. NPPD has
long-term agreements to purchase 122 MW of
wind generated power from facilities located
near Bloomfield, 80 MW from a facility near
Petersburg, 75 MW from a facility located in
Custer County, Nebraska, and 75 MW from a
facility near Steele City.

Nebraska utilities also operate 12 hydroelectric
plants and receive a power allotment from the
Western Area Power Administration (WAPA)
hydroelectric facilities on the Missouri River.
The utilities operate with a reserve capacity that
protects users against voltage reductions and
brownouts. Furthermore, the utilities are members
of the Mid-Continent Area Power Pool (MAPP),
the Southwest Power Pool (SPP), and the Western
System Power Pool (WSPP).

Natural gas in Nebraska is also attractive
to industry for service, supply, and price. A
gas-producing state, Nebraska is close and
well connected by pipeline to the major gas fields
of the central and southern plains. The state’s
average cost of industrial gas is less than both the
regional and national averages.
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The pipelines of two major companies, Northern
Natural Gas and Kinder Morgan, provide an
ample supply of natural gas to most areas of
Nebraska. Depending on usage requirements,
natural gas is offered both on a “firm” and
“interruptible” basis.

High Quality Work Force

Any industry derives benefits from a productive
and well-educated labor force. Nebraska’s labor
force has a strong work ethic and technical
proficiency. Individuals with the foresight and
diligence to transform it into a world center
of agricultural production settled the state.
Their descendants maintain a work ethic and
mechanical aptitude that carry over into the
state’s manufacturing sector. Contributing to
Nebraska’s high labor productivity are very
low absenteeism and labor turnover rates.
Furthermore, Nebraska employers pay among
the lowest unemployment insurance and workers’
compensation costs in the nation.

Nebraska’s work force quality is also highly
rated by the state’s employers and by various
national comparisons. In 2012, 90.5 percent



of the state’s population 25 years of age and
older were high school graduates, compared to
86.4 percent nationally. In addition, the
2013 Nebraska public high school graduation
rate was 88.5 percent. One reason for the high
graduation rate is the state’s comparatively low
student-teacher ratio—13.36:1 in 2010-2011
compared to 15.97:1 for the nation. Finally,
Nebraska students consistently score above the
U.S. average on both standardized achievement
tests and college entrance exams. In 2013
Nebraska students averaged 21.5 on the ACT
college entrance test, compared to 20.9
nationally. Moreover, Nebraska’s average
composite  ACT score was achieved with
84 percent of graduates taking the exam,
compared to 54 percent of graduates nationwide.

Higher Education Resources and Research

Companies  within the food processing
industry can be major beneficiaries of flexible,
state-of-the-art education resources helping
assure a trained, technically skilled work force in
Nebraska.

UNIVERSITY OF NEBRASKA SYSTEM

The industry relies on the presence of quality
institutions of higher learning for research,
teaching, and a flow of skilled workers. The
University of Nebraska (NU) system, with
campuses in Lincoln, Omaha, and Kearney, has
the largest facilities among the state’s 20 colleges
and universities and offers advanced degrees
in most professional fields. It is a major center
for both basic and applied research and has
a combined student enrollment of more than
45,000.

Founded in 1869, the Lincoln campus of the
University of Nebraska is the state’s land-grant
university. Nebraska was the first university west
of the Mississippi to establish a graduate college
(in 1896); today, NU is one of the top 50 American
universities in the number of doctoral degrees
granted annually. The University of Nebraska
boasts 22 Rhodes scholars and 2 Nobel
laureates among its alumni. In 2015, U.S. News
& World Report recognized four University of
Nebraska-Lincoln online programs as some of
the top programs in the nation. These included
NU’s online graduate education, bachelor of
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science in applied science, master of engineering
management programs, and the master of
business administration. These programs are
among the more than 100 degree, certificate,
and endorsement online programs offered by
the four campuses of the University of Nebraska
system.

The Food Processing Center - University of
Nebraska-Lincoln (www.fpc.unl.edu) is a major
resource available to food manufactures. The Food
Processing Center understands that food is both a
science and a business but are also two different,
yet interconnected worlds. The Food Processing
Center at the University of Nebraska-Lincoln
provides technical support to the food industry
in product and process development as well
as business assistance to small companies and
entrepreneurs. Through a unique combination of
science, engineering, and business development
services that parallel the growing needs of the
industry, the Food Processing Center supports the
food industry by way of improving their market
and economic vitality.

The mission statement of the Food Processing
Center is to advance the value-added food
manufacturing industry by partnering on
technical and business development from idea
through ongoing market support. The Center’s
goals are to stimulate the development of new
food businesses, assist current manufacturers to
become more efficient, productive, and diverse.
The Food Processing Center assists new, as well
as existing food processors, through educational
programs  for  administrators, = managers,
and employees within the industry. Current
programs and services are provided to meet the
ever-changing challenges of the food industry,
with new, innovative services and workshops
continually added in order to meet these needs.
All services are provided on a strictly confidential
basis.

The Food Processing Center Team

The Food Processing Center team is made up of
food scientists and business professionals that
are wholly committed to providing services to
the food industry. Services are provided to food
processors ranging from micro-entrepreneur
start-ups to established Fortune 500 food
companies. The Food Processing Center’s team



has access to state-of-the-art pilot plants and
labs which allow them to provide outstanding
assistance within the following service areas:

* Applied Research & Engineering

e Labeling & Regulatory Compliance
e Laboratory Services

* Pilot Plants

e Product & Process Development

»  Professional Development Opportunities and
Education

» Sensory Analysis Laboratory
e Small Business Development Services

The Food Processing professional team works
in conjunction with the Food Science and
Technology faculty as well as faculty in other
departments within the University of Nebraska,
such as Agricultural Economics, Animal Science,
Agronomy and Horticulture, Plant Sciences, and
Biological Systems Engineering.

Applied Research & Engineering

This unit, known as ARE, serves as the bridge
between fundamental research and the food
industry. ARE utilizes and adapts the findings
of original scientific research to meet specific
industry needs. ARE helps businesses improve
efficiencies and sharpen their competitive edge.

Labeling & Requlatory Compliance

Understanding FDA and USDA labeling
regulations can be a daunting task for any
company. Labeling assistance and reviews are
provided to ensure that packaging is in compliance
with regulations.

Laboratory Services

From routine analysis to specialized research
projects, the Food Processing Center provides
rapid and accurate microbiological testing so
companies can make appropriate decisions
regarding the safety of their food products. These
comprehensive services allow companies to bring
safe products to the market and quickly address
food safety issues.
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Pilot Plants

The Food processing Center has extensive
equipment that can be used to produce samples
or to develop, scale-up, and test product formulas
and food ingredients. Utilizing the Center’s
equipment saves a company time and money in
bringing finished products to the marketplace.

Product & Process Development

The Food Processing Center provides innovative
formulation and process development for a wide
range of food and beverage products. Thisincludes
concept and prototype development, scale-up,
ingredient application, and line extensions.

Professional Development Opportunities

Providing the opportunity for employees to learn
new skillsand update their knowledge is critical for
any company to remain viable in the marketplace.
The Food Processing Center provides companies
with a variety of unique educational and training
opportunities so companies can continue to be
successful.

Sensory Analysis Laboratory

Sensory analysis studies allow companies to
better understand, determine, and target specific
markets. The Center designs and conducts studies
in their sensory facility to meet the objective of
each client.

Small Business Development Services

Launched in 1989, the National Food
Entrepreneur Program has helped thousands of
entrepreneurs nationwide realize their dream of
starting a food company. The program begins
with the one-day Recipe to Reality Seminar and
individualized consultation is provided through
Product to Profit.

OTHER STATE COLLEGES

In addition to the University of Nebraska system,
Nebraska operates a state college system with
campuses at Chadron, Peru, and Wayne. A variety
of private colleges and universities are also
located in Nebraska including Creighton
University in  Omaha, Nebraska Wesleyan
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Success Story: Apollo Foods
Friends & Sports Enthusiasts Launch Healthy Frozen Novelities

Apollo Food Group, LLC of Boston, MA, produces and markets healthy frozen Greek yogurt
novelties under the brand name Yasso™ —a variation of the Greek word yassou which means
hello.

Amanda Klane and Drew Herrington were standout high school athletes—Amanda in soccer
and Drew in track and field—and went on to compete collegiately at the Division | level. In July
of 2009, the duo teamed up to explore the idea of starting a food manufacturing business after
Amanda was introducted to frozen Greek yogurt while working as a food broker. Inspired by
the product, Amanda and Drew embarked on a journey to create a healthy, high protein frozen
novelty product utilizing Greek yogurt.

To help with the development of their product, they began looking for outside assistance. After
determining a private laboratory would be too expensive, they started exploring universities as
a more affordable solution. They came across the Food Processing Center at the University of
Nebraska-Lincoln and contacted Laurie Keeler, senior manager of Product Development, who
has a background in the dairy industry and wide-ranging experience with developing novel food
products.

Drew and Amanda worked with Laurie and her product develpment colleague, Julie Reiling, on
the creation of a frozen dairy novelty utilizing Greek yogurt. The goal was a scalable formulation
for mass production; one resulting in a high protein product containing less than 70 calories
per 75-gram serving. The final product, Yasso™, was a healthy frozen Greek yogurt delivering
6 grams of protein and only 70 calories per bar.

Additional product attributes include:

A good source of calcium

No corn syrup or artificial sugars
Kosher

No added sodium

Made from probiotic-rich Greek style yogurt o
e All natural

o Fat-free

e Gluten-free

e Made with rBST-free milk

The first order of Yasso™ Greek yogurt bars was delivered to retailers in March, 2011.
Today the bars are available in more than 30 different retail chains nationwide with a heavy
concentration on both coasts.

in Lincoln, and others located

courses, which provide a steady flow of

throughout the state (see Figure 5A, next page).

Another important facet of higher education in
Nebraska is the statewide community college
system that provides specialized training
programs for new and expanding industries.
As indicated in Figure 5B (next page), the
state has six community college areas, which
provide services in 25 cities across the state. The
colleges offer a full curricula of occupational
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skilled graduates to Nebraska industries. As
examples, Hastings and Milford Community
College campuses offer vocational/technical
training in more than 50 different one-year and
two-year programs. Training is accomplished
through the extensive use of hands-on activities
and is centered around practical application
of technical knowledge gained in lecture and
laboratory sessions.



Figure 5A

Location of Nebraska Area Colleges and Universities
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Figure 5B

Community Colleges in Nebraska
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Performance-Based Tax Incentives

In 2005 the Nebraska Legislature enacted the
Nebraska Advantage Tax Incentive Program
and amended the program in 2008 and 2010.
The Nebraska Advantage package replaced and
improved on Nebraska’s existing tax incentive
programs and created a business climate that
makes Nebraska the preferred location for
business start-ups and expansions. The Nebraska
Advantage rewards businesses that invest in the
state and hire Nebraskans. In this progressive,
pro-business climate, corporate income and sales
taxes are reduced or virtually eliminated. Further
information about the Nebraska Advantage is
summarized in this study and is available at
www.NebraskaAdvantage.biz.

The legislative components of the Nebraska
Advantage package include:

Nebraska Advantage Act (LB 312)

e Expanded incentives for six “tiers”
of investment and/or job creation

e Small business advantage

* Research and development
advantage

e Microenterprise tax credit advantage

e Rural development advantage

e State and local sales tax exemptions
of manufacturing machinery,
equipment, and related services

Qualified businesses for Tier One include
scientific testing research and development,
manufacturing, and targeted export services.
Qualified businesses for Tiers Two, Three,
Four, and Five include the above plus

data processing, telecommunications,
insurance, financial services, distribution,
storage, transportation, and headquarters

(administrative). All businesses other than
retail qualify for Super Tier Six. Retail sales of
tangible personal property to specified markets
can also qualify under Tiers Two through Six.

Nebraska Agricultural Innovation Advantage
(LB 90)
 Agriculture opportunities and
value-added partnership act
 Building entrepreneurial
communities act
« Ethanol production incentive cash
fund enhancement
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Other components in the Nebraska Advantage
package are:

Nebraska  Customized  Job _ Training
Advantage - Provides a flexible job training
program with grants from $500 to $4,000 per
job. Additional funds may be available for
new jobs created in rural or high poverty areas.
Companies can design their own training or a
statewide training team can assist with training
assessments, training plans, curriculum
development, and instruction.

Nebraska Research _and _Development
Advantage - Offers a refundable tax credit
for research and development activities
undertaken by a business entity. The credit is
equal to 15 percent of federal credit allowed
under Section 41 of the Internal Revenue Code
of 1986. The credit is increased to 35 percent
of the federal credit allowed under Section 41
if the business firm makes expenditures on the
campus of a Nebraska college or university or
a facility owned by a college or university in
Nebraska. An important feature—businesses
with little or no income may take advantage of
the tax credit by receiving a sales tax refund or
a refundable income tax credit.

Nebraska  Microenterprise  Tax  Credit
Advantage - Provides a 20 percent

refundable investment tax credit to micro
businesses on new investment in targeted
communities. Applicants may qualify for a
maximum $10,000 throughout the life of the
program. The credit is geared to companies
with five or fewer employees, including
start-ups. Credits are approved through
an application process with the Nebraska
Department of Revenue and evaluated
on expected local economic impacts. The
credits are earned on new expenditures for
wages, buildings, certain expenses, and
non-vehicle depreciable personal property.

Additional Tax Savings:
e Sales Tax Exemption On:
- Manufacturing equipment
- Manufacturing or processing
raw materials
- Common carrier vehicles
- Utilities used in manufacturing
e No Tangibles Tax
* No Inventory Tax



» Sales Tax Refund on Pollution
Control Equipment

* 100% Tax Exemption on Certain
Personal Property

In a tax policy incentive, Nebraska determines
the taxable income attributable to Nebraska
operations using a single factor, or “sales only,”
formula. This method for determining corporate
income tax allocation provides a significant
advantage to multi-state unitary firms that sell
products or services outside Nebraska. Nebraska
also provides a capital gains exemption. State
residents may elect, on a one-time basis, to
subtract from their income tax liability the gain
from the sale of capital stock of a corporation
acquired during Nebraska-based employment
with the corporation.

New Economic Development Initiatives

Nebraska has recently adopted several new
legislative initiatives and programs designed to
build Nebraska’s innovation economy and foster
new high-quality job opportunities. Additional
information on all these initiatives can be viewed
at www.neded.org.

Talent & Innovation Initiative (T12) - The
four-part T12 was developed to enhance
momentum in Nebraska’s fastest growing
industries, maintain Nebraska world class
workforce, and leverage private sector
innovation.

Nebraska Internship Program (InternNE),
LB 386, is a partnership with Nebraska
businesses to create new, paid internship
opportunities for college and university
students. The program provides matching
grants to create new internship opportunities
and are for 500 to 750 juniors and seniors
studying at four-year institutions or students
in their second year at a Nebraska community
college.

Grant awards will be made on a first-come,
first-serve basis to companies creating new
internship opportunities, which are capped at
ten per business. Internships will pay at least
minimum wage and range from 12-week
to year-long programs. Grant amounts are
lesser of 40 percent of reimbursable costs
or up to $3,500 in non-distressed areas, and
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lesser of 60 percent of reimbursable costs or
up to $5,000 in distressed areas.

Business _Innovation Act, LB 387, is
intended to help businesses develop new
technologies and leverage innovation to
enhance quality job opportunities in the state.
It will provide competitive matching grants
for research, development, and innovation
and will also help expand small business
and entrepreneurial outreach efforts. Eligible
grant activities may include: prototype
development, product commercialization,
applied research in the state, and support for
small business and microenterprise lending.

Site & Building Development Fund, LB 388,
makes state resources available to increase
industrial site and building availability and
support site ready projects. State funding
will be focused initially on land and
infrastructure development and building
rehabilitation, with 40 percent of funding
available to non-metro areas. Communities
will provide matching funds. This program
also makes funding available to assist with
demolition of dilapidated residential and
industrial buildings and offers direct support
to communities that lose a major employer.

Angel Investment Tax Credit, LB 389,
encourages investment in high-tech startup
enterprises in Nebraska by providing a
35-40 percent refundable state income
tax credit to qualified Nebraska investors
investing in qualified early-state companies.
Capped at $3,000,000 annually, the program
requires minimum investment of $25,000
for individuals and $50,000 for investment
funds. Eligible small businesses must have
fewer than 25 employees, with the majority
based in the state.

Other Development Assistance Programs

Building on traditional advantages, Nebraska
offers additional development  assistance
programs. Among those programs are the
following:

Tax Increment Financing (T1F) - An additional
incentive program of note is Nebraska’s Tax
Increment Financing. TIF is a method of
financing the public improvements associated




with a private development project in a
blighted area by using the projected increase
in property tax revenue that will result from
the private development.

Community Development Block Grants
(CDBG) - Eligible businesses may be able to
qualify for CDBG through local governments
so they may make improvements to the
public infrastructure serving the project
site. Performance based loans of up to
$1,000,000 may be awarded to qualifying
companies creating new investments and
jobs. Fifty-one percent of the new jobs
must be held by or made available to
low- or moderate-income persons. Other
federal requirements apply. The program is
administered by the Nebraska Department
of Economic Development. More details are
available at www.neded.org.

Industrial Revenue Bonds - All Nebraska
counties and municipalities, as well as the
Nebraska Development Finance Fund, are
authorized to issue industrial revenue bonds
to finance land, buildings, and equipment
for industrial projects. No general election is
required for an issue.

Other Financing Assistance - Supplementing
traditional sources, financing assistance isalso
available through the Nebraska Investment
Finance Authority, the Business Development
Corporation of Nebraska, and the local
development corporations. The Nebraska
Department of Economic Development also
administers development finance services,
with staff helping assemble government
financing with conventional financing to put
together the best comprehensive package.

Nebraska Process Loan Fund - Focuses on
making loans to qualifying small businesses.
The minimum loan is $50,000, with a
maximum of $2,000,000. Advantages with
this loan are interest rates ranging from
0 percent to 4 percent, payment deferrals, and
the ability to support loans that lack sufficient
collateral to qualify the loan(s) from a private
lender.

It is important to recognize the Nebraska
Advantage package replaces and significantly
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enhances Nebraska'’s previous performance-based
tax incentive programs. Those earlier incentives,
the first of which was passed by the Nebraska
Legislature in 1987, had a profound effect in
stimulating business investment, expansion, and
job creation. Nebraska’s previous tax incentive
programs contributed to substantial investment
and job creation, including total investment of
more than $23.5 billion and 121,000 jobs.

The combination of many factors, including
Nebraska’s attractive business climate, tax
incentives, labor productivity, and effective
job training programs as well as other
positive attributes, has resulted in Nebraska’s
manufacturing sector significantly outperforming
both that of the surrounding states and the U.S.
as a whole. Manufacturing employment in
Nebraska grew by 17.1 percent between 1990
and 2000. As the U.S. economy experienced
two major recessions between 2000 and 2011,
manufacturing employment in Nebraska declined
but outperformed the Plains Region and the
nation (Figure 6, next page). These data suggest
that companies with Nebraska manufacturing
plants benefit from location and other competitive
advantages associated with doing business in
Nebraska.

Quality of Life

For a potential newcomer to Nebraska, the state’s
livability is obviously also a consideration.
Nebraska ranks high in quality of life
studies. The state’s landscape is clean and
spacious, both in wurban and rural areas.
Residents blend Midwestern values with Western
enthusiasm for growth and change. This helps
create a high degree of citizen participation in

both  neighborhood and community-wide
activities.

The cost of living in non-metropolitan
Nebraska is consistently at or slightly
below the national average. Data

presented in Table 12 indicates on average, the
cost of living in Nebraska is 3.6 percent below the
U.S. average. Of particular interest is the
cost of housing, which in Nebraska averages
4.9 percent less than for the U.S. as a whole
for families renting a home and the cost of
utilities, which is 4.9 percent less than the U.S.
average.



Table 12

Cost of Living in Nebraska, Compared to the National Average,
As of October 1, 2014

All Income/

Items Consum- Transpor-  Health Monthly Home Payroll

Index @ ables tation ®  Services Rent©  value©@  Utilities Taxes

U.S. Average 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Nebraska 96.4 92.6 96.5 92.5 95.1 82.9 95.1 106.4
Omaha, NE 96.8 92.1 95.6 92.3 123.7 83.9 95.2 106.4
Lincoln, NE 102.1 95.9 96.6 94.1 111.1 98.8 95.1 106.4
Nonmetro NE @ 94.6 92.2 96.6 92.3 86.9 775 95.1 106.4

@ Cost of living values computed for a family of three with an annual income of $50,000.

®) Transportation costs assumes ownership of two cars valued at $14,312, which are driven a total of
20,000 miles annually.

©  Assumes a house of 1,613 square feet for both rental assumption and home value.

@ Nonmetro Nebraska data represent the average of 14 Nebraska cities outside of the Omaha and Lincoln
metropolitan areas. These cities include Beatrice, Columbus, Dakota City, Fremont, Grand Island, Hastings,
Kearney, McCook, Norfolk, North Platte, O'Neill, Scottsbluff, South Sioux City, and Valentine, Nebraska.

Source: Index values computed from cost-of-living data obtained from Economic Research Institute (ERI),
Relocation Assessor Database as of October 1, 2014.

Figure 6

Manufacturing Employment, Nebraska, Surrounding States,
and the U.S., 1990-2013, 1990=100
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Source: Bureau of Labor Statistics, www.bls.gov.
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CONCLUSIONS

This study concludes the food processing industry
is desirable for Nebraska and a Nebraska location
is desirable for the industry. The locational
advantages Nebraska offers appear well-suited to
food products manufacturers. They cover a wide
spectrum, ranging from an attractive business
climate to a high quality of life at a relatively
low cost, to the substantial raw materials and
intermediate inputs Nebraska provides for food
products manufacturers. But, as the study’s model
plant analysis demonstrates, in Appendix A,
the competitive advantages Nebraska offers in
important cost areas which vary geographically,
such as labor and energy costs, are particularly

noteworthy. The state’s well-educated and
productive labor force is a long-standing asset,
as are its very favorable electric and natural gas
rates.

Essentially, the analysis presented in this
study was based on state-to-state comparisons
applicable to the food products industry generally.
Individual manufacturers will therefore need
to further consider the locational requirements
of their manufacturing as well as the merits of
specific sites within states. Certainly in terms
of a general location situation for food products
manufacturers, Nebraska has much to offer.

Open Range Beef (ORB) began a new meat processing operation in Gordon, Nebraska, in December
2013. ORB purchased the plant from the city of Gordon, in northwest Nebraska in June 2013 and
immediately began remodeling the building’s refrigeration system, installing new SaniCrete floors,
walls, and upgrading and installing new processing equipment.

The 36,000-square-foot plant is furnished with the latest state-of-the-art equipment and 100 new
and experienced employees. According to Co-plant Principal Pat Shudak, the meat processing plant
is poised to process between 250 and 300 head of cattle per day. He also indicated that plans are
being made to expand the plant’s cooler space in the future and add 175 additional jobs.

“With cattle and agriculture being the two top leaders in revenue generation for the state of
Nebraska, it’s important that we try to maximize the opportunities that we have available,” said
Gordon City Manager Fred Hlava. “We feel very fortunate that the Open Range Beef investment
group looked at this mid-sized plant as a business opportunity and to our advantage, one that will
provide economic benefits for our community, region, and state.”
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The three organizations cooperating in the

preparation of this study can also assist

food products manufacturers in assessing

Economic Development Department
NEBRASKA PUBLIC POWER DISTRICT
PO Box 499

Columbus, Nebraska 68602-0499

(402) 563-5534

(800) 282-6773

Email: rjnelse@nppd.com
http://econdev.nppd.com

NEB

dvantage

Food Processing Center

UNIVERSITY OF NEBRASKA-LINCOLN
Institute of Agriculture and Natural Resources
143 Food Industry Complex

Lincoln, Nebraska 68583-0930

(402) 472-2832

Email: fpc@unl.edu

www.fpc.unl.edu
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advantages in Nebraska for a specific new
location or expansion project. To obtain this
assistance, write or call:

i

Nebraska Public Power District

Always there when you need us

Business Development Division

NEBRASKA DEPARTMENT OF
ECONOMIC DEVELOPMENT

PO Box 94666

Lincoln, Nebraska 68509-4666

(402) 471-6513

(800) 426-6505

Email: dan.curran@nebraska.gov

www.neded.org

Nebraska
. Engineering



APPENDIX A
LABOR AND ENERGY COST ANALYSIS

As shown in the previous sections, Nebraska
offers a wide range of locational advantages
for manufacturers of food and related products.
In this appendix, labor and energy production
cost factors that have geographic variability are
analyzed. Such analysis permits the identification
of the plant site providing the greatest advantage
relative to these important input factors.

In the analysis of geographically variable labor
and energy costs, the following procedures are
used:

1) Selection of alternative plant locations for
evaluation of the geographically variable
labor and energy costs.

2) Definition of a model manufacturing plant
for identifying labor and energy inputs and
costs.

3) Evaluation of labor-related costs associated
with each alternative plant location.

4) Evaluation of energy costs for
alternative plant location.

each

Alternative Plant Locations

Sixteen alternative plant locations were selected
for comparison in this analysis. The plant
locations essentially included two groups of
states: (1) states that currently have the largest
concentration of manufacturers of food products
and (2) neighboring states that typically compete
with Nebraska for industrial location projects.
The first group of states includes California,
Florida, IHllinois, Indiana, Michigan, Minnesota,
New Jersey, New York, Ohio, Pennsylvania,
Tennessee, Texas, and W.isconsin. The
second group of states includes lowa, Missouri,
and Nebraska. Combined, these two groups of
states account for 64.8 percent of the value added
by manufacture in the food processing industry
(see Table A-1).

The Model Plant

To facilitate the analysis of the comparative
labor and energy costs for the alternative states,
it is useful to define a model plant for which the
geographically variable costs can be quantified.

A-1

Table A-1

Alternative Locations for a Model Plant for
the Food Processing Industry (NAICS 311)

Percent of
Value Added by
State Manufacture ®
Nebraska 2.5
California 10.7
Florida 2.1
Illinois 6.1
Indiana 3.0
lowa 4.2
Michigan 2.8
Minnesota 3.2
Missouri 2.9
New Jersey 1.8
New York 2.7
Ohio 4.7
Pennsylvania 5.0
Tennessee 2.9
Texas 5.8
Wisconsin 4.8
Total Selected States™ 64.8

@ percent of the 2011 U.S. total value added by
manufacture for establishments in NAICS 311.

* Values do not sum due to rounding.
Source: U.S. Bureau of the Census, Annual Survey
of Manufactures, 2011.

The model plant is assumed to manufacture a
product representative of the “Food Processing
Industry” (NAICS 311) as a whole. To specify the
relevant labor and energy costs, information was
obtained from the Annual Survey of Manufactures,
2011, and the U.S. Energy Administration 2006
Manufacturing Energy Consumption Survey.

Table A-2 presents industry characteristics used
in developing the model plant, which is assumed
to employ 50 production workers. Estimated
production worker hours total 104,000 annually
or 2,080 hours per worker. Value added by
manufacture is estimated to be $12,327,600 and
the total annual output (value of shipments) is
estimated to be $33,108,000. Energy inputs are



Table A-2

Characteristics of a Model Plant for
the Food Processing Industry (NAICS 311)

Total Per Production
Model Plant Worker
Production Workers 50 ---
Value Added [dollars] @ 12,327,600 246,552
Total Output [dollars] ® 33,108,000 662,160
Energy Inputs [million BTUs] © 50,902 1,018

@ Estimated value added applies the 2011 value added per production worker for the
Food Processing Industry (NAICS 311) to the model plant (see Table 4).

® Estimated value of shipments derived by applying the 2011 value of shipments per
production worker to the model plant (see Table 4).

© Estimated by applying the 2011 ratio of energy inputs per production worker to

the model plant (see Table A-3).

Source: Calculated from data presented in Table A-3 and from the U.S. Bureau of the
Census, Annual Survey of Manufacturers, Geographic Area Statistics, 2011.

estimated at 50,902 million BTUs, with all energy
inputs supplied by electricity and natural gas.

Energy Used in the Model Plant

The assumption that the model plant is
representative of the industry as a whole leads to
the assumption that energy used in the plant also

It was further assumed all energy inputs for the
model plant are derived from electricity and
natural gas.

Part B of Table A-3 indicates the model plant,
employing 50 production workers, will have
annual energy inputs of 50,901.8 million BTUs.
Electric energy inputs are estimated to be

should be characteristic of industry use patterns.
Part A of Table A-3 presents data estimating
energy use for the industry in 2011. The estimated
energy use for the model plant was derived using
the ratio of energy inputs to industry value added.

14,405.2 million BTUs (4,221,910 kWhs), or
28.3 percent of the total energy inputs,
while natural gas inputs are estimated at
36,496.6 million BTUs, 71.7 percent of the total
energy requirements.

Table A-3

Energy Use in Food Processing Manufacturing Establishments

Part A
Estimated 2011 Industry Energy Inputs
Trillion BTUs Percent
Purchased Fuels and Electric Energy 1,092.1 100.0
Purchased Electric Energy 309.1 28.3
Purchased Fuels 783.1 71.7

Source: Energy use estimated from data from the U.S. Bureau of the Census, Annual
Survey of Manufactures, 2011 and U.S. Energy Information
Administration, 2006 Manufacturing Energy Consumption Survey.

Part B
Energy Inputs for the Food Processing Model Plant
Million BTUs Percent
Purchased Electricity 14,405.2 28.3
(4,221,910 kWhs)
Natural Gas 36,496.6 71.7
Total Energy Inputs 50,901.8 100.0

Source: Calculated from data in Table A-2 and Part A of this table.
A-2




Labor-Related Costs

Labor costs in the food products industry
are affected by several factors: wage rates,
productivity of workers, fringe benefits,
and unemployment insurance and workers’
compensation costs. Estimated labor-related
costs for a model, food processing plant operating
in Nebraska and in each of the 15 alternative
state locations are presented in Table A-4 and
Figure A-1 (next pages).

Table A-4 also includes data on wage rates for
the states identified as alternative plant locations.

FROM

THOUGHT

An analysis of state wage levels indicates
Nebraska’s food manufacturing production
workers have hourly earnings, which are
significantly less than the alternative plant sites.
For example, 2011 average hourly earnings for
Nebraska food processing workers ($16.31) are
8.3 percent less than the average hourly wage
rates for the other 15 states included as alternative
plant locations.

The Nebraska costs for unemployment insurance
and workers’ compensation are significantly less
than the other states. In the case of unemployment

The

Food

¥ Processing
. Center

eCreamery, Personalized Ice Cream Gifts

Becky App and Abby Jordan wanted to provide gift-givers a new personalized gift; something the receiver would
like and that would connect the gift to the receiver in a way only the giver could communicate.

The model for eCreamery.com materialized in 2006 when their investor, Mark Hasebroock, purchased an existing,
though somewhat dysfunctional, website that allowed users to create custom ice creams. Immediately, Abby and
Becky had the idea to move away from customized self-purchase and create a space that invited personalized

gifting.

To learn more about the intricacies of starting a food business Abby and Becky attended the Food Processing
Center’s seminar “From Recipe to Reality.” This nationally recognized workshop is specifically designed for food
entrepreneurs and provides an overview of the marketing, business, and technical apsects that need to be taken

into consideration.

The education they received from this course included information on federal and state regulations, packaging
requirements, distribution channels, and valuable contacts with industry experts. The pair subsequently worked
on recipe development, distribution (shipping), and revamping the website. The duo launched eCreamery.com

in mid-2007.

In 2011 Abby and Becky were approached by The Food Processing Center to take part in a new initiative pioneered
by Gallup, Inc. Over the past five years, Gallup has been adapting their globally validated behavioral economic
sciences/systems specifically to help entrepreneurs increase sales, profits, and ultimately, to sustainably grow
their businesses. The end product—the Entrepreneur Acceleration System (EAS)—uses one-on-one mentoring

to facilitate an entreprise’s growth strategy.

Since Recipe to Reality and the knowledge that The Food Processing Center has been able to give to eCreamery
.com, they have seen tremendous sales and growth. As people continue to learn ice cream gifts exist and the
public’s comfort level with shipping frozen foods increases, eCreamery.com is confident in the continued growth
of their company. Currently, as they look towards expansion they have begun researching ways to lower shipping
costs to their customers. Production and distribution capabilities on either coast are their latest move in order to

better serve the needs of their target audience.



2102 ‘Aewwng ereq aoueansu| JuswAiojdwaun ‘uonensiulwpy Bulureld] pue JuswAojdw3 ‘loge Jo wawiedaq 's'N
"TT0Z ‘sdaimoeinuelp Jo ASAINS [enuuy ‘snsuad ayl Jo neaing 'sS'N
'2T0Z laquiada ‘sansieIS Joge Jo neaing ‘Joge] Jo ugawedaq 'sS'N
"TT0Z Arenigad ‘0T0Z JeaA Jepusje) sbunjuey arey wniwald uolresuadwo) ,S1aydop UuoBalQ ‘sedlAIes ssaulsng 79 Jawnsuo) Jo uawiledaq uobalQ :$924n0S
‘1104Aed Jo 1uadlad Qg aq 01 pawnsse ale $1S09 11auad abull4 (p)
‘(sabem) 1j04Aed Jo 1ua2Jad G9°/ ale S1S00 A114N2aS |e1d0s Jakojdw3 (9)
*1T0Z ‘Arewiwns eyeq aoueansu| JuswAojdwaun wody elep Buisn ‘QddN ‘@jwa uay Aq parejnajed sanjeA (q)
"0T0Z JeaA Jepusjed sbunjuey arey wniwaid uonesuadwod ,S1a)J0p uobalQ :Wwod) suolredljisse|d Burinioeinuew [fe 1oy erep Buisn ‘QddN ‘@wa ua Ag parejnajed sanjeA (e)

9'.0T 670'T8T$ €2C'955'¢$  08G'cvs$ 85€'8ETS 008°L¢$ G88'8e$ 009'808'T$ 0§ 6€°LT$ UISUOISIM
76 TT9'8ET$-  €95'9€C'2c$  06C'8LY$ 796'T2T$ 005'9T$ 605'Ge$ 00€'v6S'T$ 0§ €e'qT$ sexa ]
€80T 9617'L6T$ 0,9'C/G2$  0CT'6¥S$ 9z0°'0vT$ 0ST'9T$ 7.6'9¢$ 007‘0€8'T$ 0§ 09'.T$ 98ss3UU |
6'GTT OvT'LLES v1€'CSL'2$  0LE'V8S$ v10'67T$ 05T'6¢$ 088'TV$ 006'L76'T$ 0s €L'8T$ eluenjAsuuad
9'9TT G/ '€6ES 616'89.'C¢  0.T'26S$ €00'TST$ 00S'LT$ IweveES 006°€L6'T$ 09 86'8T$ oiyo
8'90T £09°29T$ L11'1€5'2$  0L2'L€S$ v00'LETS 00T‘ze$ €05'0S$ 006'06.'T$ 0s T LTS JIOA MN
0'STT 920°'95¢€$ 00C'TELC$  O¥E'GLS$ CTL'OVTS 008‘8e$ 8v5°2S$ 008°LT6'T$ 0§ v7'81$ Aesiar maN
6'90T 180°€9T$ GGZ'8eG'c$  0TG'evS$ G6S'8ET$ 00T'sT$ 0G¢'6¢$ 00L'TT8T$ 0§ LTS LNOSSIN
€507 A1 TARS 925'T0S'2¢  0£0°'1eS$ ETV'GETS 050°6¢$ €€6'Ge$ 00T'0LL'TS 0§ 0'LT$ BJOS3UUIIN
L'STT GTC'CLES 68€'Lv.'C$  0L0'¥8S$ 8E6'8YTS$ 008°'ce$ 789'c€$ 006'976'T$ 0§ cL'8T$ ueBIydIN
2'60T 807'6TC$ 285'765'C$  0vG'2as$ 868°07T$ 0se'ves v66'vES 008'T¥8'T$ 0§ TL'.T$ eMo|
0°€TT L16°L0E$ TGT'€89'C$  0,29/S$ 6v6'97T$ 0S.°9T$ 28c'zes 006'0¢6'T$ 0§ Ly'8T$ euelpu]
INAN 9T¥'16¢$ 065'999'2¢  06.°€9S$ 99.°¢vT$ 055'9¢$ v8T'cS$ 00£'6.8'T$ 0§ L0'8T$ stout
0'€TT 6.£'80€$ €GG'€89°C$  08L°¢LS$ YIEOVTS 0S0°9T$ 608'7€$ 009°CT6'T$ 0§ 62'8T$ epuol4
7’801 G86'36T$ 6ST'V.S'C$  OvT'vvS$ 95/'8ET$ 00S've$ €96'C5$ 008'€T8'T$ 08 LTS eluioyed
0'00T 0$ vLT'SLE28  098'80S$ 6G.'6¢T$ 0SeTT$ G00'6¢$ 002'969'T$ 0§ T€9T$ B)SelgeN

BYSeAQaN  eysedqaN $150D @sHRuRg Andes ) BdueaNsU] ) BOUEINSU] |104Aed SENTIIYY aley uoIeI0T

(/) sere1S (-) sereS Joge] abuiao [e1oos  luswAojdwaun uonesusdwo) [elo| uonoanpoJad abepn Jueld

13410 13410 |e101 EIENTIYY joaaqunN  AjnoH

annelsy  aouaJayid

150D 150D

(TT€ SOIVN) Ansnpuj Buisssdodd pooH ayi 4o}
1Ue|d [9POIA B 10} S1S0D pale|ay-1oge] |[enuuy |e1ol

v-V 9lJeL

A-4



Figure A-1
Estimated Total Labor Costs* for a Model Plant for the
Food Processing Industry Alternative Plant Locations

Nebraska

California
Florida
1llinois
Indiana
lowa
Michigan
Minnesota
Missouri
New Jersey
New York
Ohio
Pennsylvania
Tennessee
Texas

Wisconsin

$1,000
(Labor Costs in Thousands of Dollars)

$1,500

$2,000 $2,500 $3,000

*Calculated labor costs include wages, workers’ compensation insurance, unemployment
insurance, social security, and fringe benefits.

Source: See Table A-4.

insurance contributions, the average cost per
employee for the 15 alternative states is estimated
at $472.00, more than double the Nebraska
cost of $227.00. Insurance rates for workers’
compensation average $2.08 per $100 of payroll
for the 15 alternative states, 21.8 percent more
than Nebraska’s rate of $1.71.

If located in Nebraska, the model plant has
a significant labor cost advantage over the
alternative locations. The Nebraska labor cost
advantage reaches as high as $393,745 in
annual savings when compared to Ohio. When
compared to the average labor costs for the
15 alternative locations, Nebraska’s annual labor
cost advantage is $234,484 or 9.0 percent lower.

Energy Costs

The availability and cost of energy are
increasingly important factors in the industrial
location process. Rates for industrial electricity
and natural gas for the alternative plant locations
are presented in Table A-5 (next page). For
both energy sources, Nebraska’s rates are

A-5

substantially less than the alternative locations.
The average electric rate for a 1,000 kW
billing demand with monthly usage of
400,000 kWhs for the 15 alternative plant sites is
$0.0852 per kWh or 16.4 percent more than the
Nebraska rate of $0.0732.

In the case of industrial rates for natural gas, the
average for the 15 other states is 25.8 percent
more than the Nebraska rate of $5.85 per million
BTUs.

Table A-5 and Figure A-2 (following
pages) provide an analysis of the energy
costs for the operation of the model plant.
The total energy costs for the alternative
locations include the cost for the assumed level
of electrical energy and natural gas inputs for the
operation of the plant.

Nebraska provides a significant energy cost
savings compared to the average of the alternative
plant locations. When considering the California
and New Jersey locations, energy costs are
more than 50 percent greater than the Nebraska



energy costs. In the case of the California plant Nebraska energy costs are 16.8 percent lower,
location, energy costs exceed the Nebraska costs translating into an average annual savings of
by 52.8 percent. When compared to the average $105,611.

total energy costs for the 15 alternative states,

Table A-5

Annual Energy Costs for a Model Plant for the Food Processing
Industry (NAICS 311)

Cost Cost

Difference Relative
Total Other Other

Plant Electricity Natural Gas Energy States (-) States (/)

Locations Rate® Cost Rate® Cost Cost Nebraska  Nebraska
Nebraska $0.0732 $309,044 $5.85 $213,505  $522,549 $0 100.0
California $0.1284  $542,093 $7.02 $256,206  $798,299  $275,750 152.8
Florida $0.0901 $380,394 $8.33 $304,017 $684,411  $161,862 131.0
Ilinois $0.0565  $238,538 $7.13 $260,221  $498,759 -$23,790 95.4
Indiana $0.0791 $333,953 $5.65 $206,206  $540,159 $17,610 103.4
lowa $0.0569 $240,227 $6.10 $222,629  $462,856 -$59,693 88.6
Michigan $0.0926  $390,949 $9.25 $337,594  $728,543  $205,994 1394
Minnesota $0.0776  $327,620 $5.58 $203,651  $531,271 $8,722 101.7
Missouri $0.0822 $347,041 $8.70 $317,520  $664,561  $142,012 127.2
New Jersey $0.1231 $519,717 $9.63 $351,462  $871,179  $348,630 166.7
New York $0.1013  $427,679 $8.55 $312,046  $739,725  $217,176 141.6
Ohio $0.0836  $352,952 $7.40 $270,075  $623,027  $100,478 119.2
Pennsylvania $0.0778  $328,465 $8.23 $300,367  $628,832  $106,283 120.3
Tennessee $0.0730  $308,199 $6.64 $242,337  $550,536 $27,987 105.4
Texas $0.0696  $293,845 $4.61 $168,249  $462,094 -$60,455 88.4
Wisconsin $0.0858  $362,240 $7.56 $275,914  $638,154  $115,605 122.1

@ Electric rate is cost per kWh using the average per kWh cost for 1,000 kW monthly demand with 400,000 kWh

of consumption. The model plant is assumed to use 4,221,910 kWh annually.

® Natural Gas rate is per million BTUs. The model plant is assumed to use 36,496.6 million BTUs annually.

Source: Natural Gas: U.S. Energy Information Agency, Natural Gas Industrial Price, 2010, www.eia.gov/dnav
/ng/ng_pri_sum_a_epg0_pin_dmcf_a.htm.Values converted from price per MCF to per mmBTUs by
dividing prices by 1.027. Electric: Edison Electric Institute, “Typical Bills and Average Rates Report,”
July 1, 2012 and January 1, 2012. State averages weighted using eight months of January 2012 data and
four months of July 2012 data. Nebraska data represent the average for Omaha Public Power District,
Lincoln Electric System, and Nebraska Public Power District using the same seasonal weighting.
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Figure A-2
Estimated Total Energy Costs* for a Model Plant for the
Food Processing Industry, Alternative Plant Locations
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(Energy Costs in Thousands of Dollars)

*Calculated energy costs include electricity and natural gas costs.
Source: See Table A-5.
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Labor and Energy Cost Summary

Combining the labor and energy cost findings,
the results of the model plant analysis are
summarized in Table A-6. As the table shows, the
comparative annual cost advantage associated
with the Nebraska location reaches a high of
$704,656 when compared to the New Jersey
site. When considering the average labor and
energy costs for the 15 alternative states, the cost
advantage of the Nebraska location is $340,095
annually, or 10.5 percent less than the average
costs for the other 15 plant sites considered.

Conversely, the average labor and energy costs for
the alternative states are 11.7 percent more than
the costs associated with a Nebraska location.
Inescapable from these results is the conclusion
that, in terms of major labor and energy input
costs, manufacturers of food products with
Nebraska facilities have a clear competitive
advantage over manufacturing establishments in
the industry not so fortunately located.

Table A-6

Summary of Labor and Energy Costs for a Model Plant for
the Food Processing Industry (NAICS 311)

Cost Cost

Difference Relative
Total Other Other

Plant Total Total Labor and States (-) States (/)

Locations Labor Cost Energy Cost Energy Cost Nebraska  Nebraska
Nebraska $2,375,174 $522,549 $2,897,723 0 100.0
California $2,574,159 $798,299 $3,372,458 474,735 116.4
Florida $2,683,553 $684,411 $3,367,964 470,241 116.2
Illinois $2,666,590 $498,759 $3,165,349 267,626 109.2
Indiana $2,683,151 $540,159 $3,223,310 325,587 111.2
lowa $2,594,582 $462,856 $3,057,438 159,715 105.5
Michigan $2,747,389 $728,543 $3,475,932 578,209 120.0
Minnesota $2,501,526 $531,271 $3,032,797 135,074 104.7
Missouri $2,538,255 $664,561 $3,202,816 305,093 1105
New Jersey $2,731,200 $871,179 $3,602,379 704,656 124.3
New York $2,537,777 $739,725 $3,277,502 379,779 113.1
Ohio $2,768,919 $623,027 $3,391,946 494,223 117.1
Pennsylvania $2,752,314 $628,832 $3,381,146 483,423 116.7
Tennessee $2,572,670 $550,536 $3,123,206 225,483 107.8
Texas $2,236,563 $462,094 $2,698,657 -199,066 93.1
Wisconsin $2,556,223 $638,154 $3,194,377 296,654 110.2

Source: Calculated from data presented in Tables A-4 and A-5.
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APPENDIX B

NEBRASKA INCENTIVES
The Nebraska Advantage consists of six “tiers” tax incentives generated by Tier 2, which includes
of investment and job creation activity. The the estimated investment and jobs created for the
following example spreadsheet illustrates the job model food processing manufacturer discussed in
creation and investment levels required and the Part B of this report.

NEBRASKA
Advantage

Nebraska Advantage - TIER 4
Minimum 100 New Jobs & $12 Million Investment
Potential Tax Credits and Refunds
Project Name

January 1, 2014

Compensation Credit - Percent of annual compensation (Medicare wages)
Assumptions are as follows -

Number of New Employees in Qualifying Year 1: 50 Projected
Average Annual Salary * : $33,925 Tax Credits
Initial payroll: $1,696,250 and Refunds
Annual Cost-of-Living Increase beginning Year 2 3%

Combined Local & County Property Tax Rate (Ex .019016): 0.01844700

® Wage credits earned after employer creates 100 fulltime qualified positions & makes $12 million investment

@ Only positions earning at least 60% of the Nebraska Average Wage are eligible to earn Compensation Credit

*** | ocal & County Property Tax Rates: http://www.revenue.state.ne.us/PAD/research/valuation.html

Employees Payroll Hourly Wage Comp % * Comp Credit

Year 1 50 $1,696,250 $16.31 4% $67,850

Year 2 50 $1,747,138 $16.80 4% $69,886

Year 3 50 $1,799,552 $17.30 4% $71,982

Year 4 50 $1,853,538 $17.82 4% $74,142

Year 5 50 $1,909,144 $18.36 4% $76,366

Year 6 50 $1,966,419 $18.91 5% $98,321 Compensation

Year 7 50 $2,025,411 $19.48 5% $101,271 Tax Credit
Total $12,997,451 TOTAL $559,816

* Use Table below to determine appropriate Compensation Percentage for each year.
NOTE: Compensation credit can be used against sales, income tax and employee withholding up to amount paid in.

2013
Neb Ave Wage 60% NAW 75% NAW 100% NAW 125% NAW
Annual $39,268.00 $23,561 $29,451 $39,268 $49,085
Hourly $18.88 $11.33 $14.16 $18.88 $23.60
Compensation Credit % 3% 4% 5% 6%

eb a average wage for 20 ed 014 to ate wage
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APPENDIX B - Continued

Il. Projected Investment

Initial assumptions about project investment are as follows *

A. Real Estate Calculation - Where Business Owns Real Estate
1. Purchase Price of Building; OR $ 2,000,000
2. Cost of Constructing a New Building $ -
Total Value of Purchased or Constructed Building(s) $ 2,000,000

B. Equipment Purchases - Where Business Owns Equipment
1. Purchase Price of Office and Other Equipment $ 400,000
2. Purchase Price of Used Equipment Brought Into Nebraska|
3. Purchase Price of Production Equipment $ 600,000
Total Value of Equipment Purchases $ 1,000,000

NEBRASKA ADVANTAGE - TIER 4

C. Real Estate Calculation - Where Business Leases Real Estate

1. Monthly Lease Payment:

2. Term of Lease in Months: 60

Investment Referenced by Term of Lease; OR $ -

Potential Real Estate Investment Realized Over Max. 10 Year Period $ -
D. Equipment Calculation - Where Business Leases Equipment

1. Monthly Lease Payment:

2. Term of Lease in Months: 60

Investment Referenced by Equipment Leasing $ -
E. Additional Real Estate and Equipment Purchases (7 years)

1. Cost of Purchasing or Improving Existing Building

2. Equipment Purchases subject to sales tax
3. Equipment Purchases not subject to sales tax

Value of Additional Investment Made Over 7 years $ -
| PROJECTED AMOUNT OF INVESTMENT | $ 3,000,000
@ Assumes that b uilding and equipment values are established prior to the application of any sales or use taxes
@ Utilize the original purchase price of used equipment brought into Nebraska to qualify investment tax credits
Ill. Sales Tax Refund

State Sales Tax Rate 5.5%
Local Sales Tax Rate * 1.5%
TOTAL SALES TAX RATE 7.0%
* Current Local Sales & Use Tax Rates can be found at http://www.revenue.ne.gov/question/sales.html
A. Building Construction: (calculates sales tax on materials assumed at 50% construction costs)
1. Initial Building Construction $ -
2. Additional Building Construction
50% Building Construction Costs Eligible for Sales Tax Credit $ - I
B. Equipment Purchases Subject to Sales Tax
1. Initial Office and Other Equipment $ 400,000
2. Additional Office and Other Equipment $ -
Equipment Purchases Eligible for Sales Tax Credits $ 400,000
ales Tax
Sales Tax Rate Applied to Eligible Investment | 7.0%| Refund
100% Estimated Sales Tax Refund = $28,000

IV. Investment Credit:

Percent of investment in qualified property during 6-7 year entitlement period. Includes all investment in building,

equipment and components. For leased space, investment is equal to annual lease rate times term of lease Investment
for up to 10 years. This credit may be applied to state corporate income or sales and use tax liabilities. Tax Credit
$ 3,000,000 X 10% = $300,000 $300,000

ESTIMATED TAX CREDITS AND REFUNDS $887,816
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