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Introduction

Potatoes are a staple in the diet of
most Americans. Whether fried, scalloped,
baked or mashed, potatoes can be found
on almost every dinner table in the
country. The average American consumes
110.3 pounds of potatoes in a year, an
amount that exceeds tomato consumption
by 20 pounds. Wisconsin helps the nation
meet its desire for this food. According to
the Wisconsin Department of Agriculture,
Trade and Consumer Protection,
Wisconsin is the nation’s third-largest
grower of potatoes, producing 2.4 billion
pounds of potatoes in 2010. Wisconsin’s
production of potatoes is concentrated in
the central sands region, which is located
in the Wisconsin River watershed. At
the center of this production is Portage
County, Wisconsin’s top potato-producing
county. The high yields in this region are
attributed to the sandy soil, which allows
for an earlier planting season. Other
counties in the region are also significant
state potato producers, including
Waushara, Langlade and Adams counties.
Statewide, the value of potato production
totals an estimated $310 million.

In 2014, the Fiscal and Economic
Research Center (FERC) at the University
of Wisconsin-Whitewater sought to
establish the role of potato production
in Wisconsin’s agricultural output and
overall economic welfare. We gathered data
from government agencies and growers
associations, including the United States
Department of Agriculture (USDA) and
the National Agricultural Statistics Service
(NASS). Our analysis helps quantify the
extent that Wisconsin is a significant
player in the United States potato industry
and demonstrates the importance of this
industry to the overall success of the state.



The Economic
Multiplier

The Economic Impact of the Potato
]ndustry on Wisconsins Economy

To determine the economic
impact of the potato industry on
Wisconsin, we used the 2013
IMPLAN economic modeling system.
This system produces an economic
multiplier, which is a quantitative
measure of economic impact that
recognizes that all levels of economies
are interconnected networks of
interdependent activity. When one
part of the economy changes, the rest
of the economy will be influenced by
that change. This will typically result
in a greater total impact than was
caused by the original injection of
capital into the economy.

Only a fraction of the money
spent by growers and processers of the
potato industry will likely remain in
the local economy, as a portion of those
funds will “leak” out through taxes or
through spending outside of the local
economy. For example, people who
work within the industry could live
outside the state. Insurance dollars paid
by the employers and employees might
go to a company in a different state.
The harvesting equipment could have
been assembled by people from outside
the community, or was designed
and fabricated in a state other than
Wisconsin. Fach of these scenarios,
and many others, allows for money to
“leak” out of the economy and to have
effects on other areas. The multiplier
effect compensates for this “leak.”



IMPLAN Analysis

To calculate the impact of
expenditures by the potato industry, we
used an IMPLAN input/output (I/0O)
model. An IMPLAN model is capable
of determining the overall economic
impact that initial spending has on the
local economy. The IMPLAN model
uses data gathered in surveys and
estimates to determine to what extent
different spending categories affect
the local economy in terms of initial
effect, direct effect, indirect effect and
induced effect. This input/output (I/0O)
model provides a means to capture
and measure these effects. It uses the
following three effects to measure
economic impact:

Direct effect — this refers to
production change associated with a
change in demand for the good itself.
It is the initial impact to the economy,
which is exogenous to the model. In
the case of the potato industry, this
includes the spending brought about
by the potato industry.

Indirect effect — this refers to
the secondary impact caused by
changing input needs of directly
affected industries (e.g., additional
input purchases to produce additional
output). It concerns inter-industry
transactions, as the potato industry has
a demand for locally sourced materials
needed to produce its product. The
success of the potato industry affects all
of its suppliers.

Induced effect — this is caused by
changes in household spending due to
the additional employment generated
by direct and indirect effects. The
induced effect measures the effects
of the changes in household income,
as individuals working in the potato
industry and the industry’s suppliers
spend money at restaurants, grocery
stores and shops.



Economic Impact

We measured the economic impact
of the potato industry using industry
sales figures, job creation totals and
employment income data. Our analysis
indicates that as a direct result of the
potato industry, 1,414.60 jobs were
created, which provided $56,427,345
dollars in wages and benefits for a
total direct effect on the economy of
$175,202,024. One of the unique at-
tributes of potato’s impact on Wiscon-
sin’s economy s its vertical integration.
Because all of the potato industry’s pro-
duction steps take place in Wisconsin,
most of the industry’s output remains
in Wisconsin, minimizing “leaks.”

Impact Type Employment Labor Income Output
Induced Effect 1,181.90 $182,407,425 $310,992,001
Indirect Effect 989.2 $34,286,157 $113,565,191

Direct Effect 1,414.60 $56,427,345 $175,202,024

Total Effect 3,585.70 $273,120,927 $599,759,216




Conclusion

The potato industry has a
combined impact (including direct,
indirect and induced) of $599,759,216
on Wisconsin’s economy. This
impact led directly to the creation
of 3,585.70 jobs. A large portion of
the money generated by the potato
industry remains in the state, which
explains the impressive income and
output multipliers. Some money
does ultimately flow outside the state
as residents purchase items that do
not originate in Wisconsin, but the
impact of the potato industry on the
economy of Wisconsin in general, and
specifically on Portage and Waushara
counties, is significant.

The potato sales multiplier equals
3.42 ($599,759,216/$175,202,024),
which suggests that for every dollar of
sales generated by the potato industry,
an additional 2.42 dollars of economic
activity will be generated in Wisconsin.

The potato industry
employment multiplier equals 2.53
(3,585.70/1,414.60), which implies
that for every job created by the
industry, an additional 1.53 jobs will
be created.

Finally, the income multiplier
created by the potato industry is
4.85 ($273,120,927/$56,427,345),
implying that for every dollar of labor
income earned by employees who
work in the industry, an additional
3.85 dollars of income is earned in
Wisconsin.

In 2012, Wisconsin collected
$19,369,599 in tax revenue as a result
of the potato industry. The taxes
collected from the industry come from
personal and corporate income taxes,
sales taxes and property taxes. The
property taxes total $5,313,099. The
personal income taxes collected from
potato industry employees amount
to $6,777,431. The output of the
industry is taxed via the sales tax. Of
the total output, the state of Wisconsin
collects $4,085,705. Some of the
inputs and products are tax exempt, or
this figure would be greater. There are
a wide variety of fees and taxes (both
personal and corporate) that contribute
to federal and state budgets that are
not included in this analysis.



Map of Wisconsin Potato Production



