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Executive Summary

The University of Minnesotd dzf dzi K [ 02 @A GT { OK22ft Qa . dzZNBldz 2F . dzi
was askd to conductan economicimpact studyto show the importance dbrest products industrieto

Minnesota, Wisconsin, amathreestate regionln consultation with industry representativeBBER

identified twelve industry sectors most closely related to forestry adtisjtandmodeled three impact

scenarios teestimate the impacbf hypotheticalindustry declinesThe industries most closely studied

aretightly linked to wood and logs as raw material, or stumpaf® instancejn Part | of this study (as

reported in ths documentYi KS Lat[! b Y2RSf Ay RdxaddNSEodurtS OG 2 NJ awS 02\
a I y dzF I Oiichizidthg @anufacture of dented strand boargroduction.Part Ipresentslow,

medium and high impact changes analyzedtfierReconstituted Wood Products Manufacing sector

in the state of Minnesota

Impact analyses were completed through infuttput mathematical modelingvith IMPLAN data and
software! Modelsestimate employment, output, and value added measures in terms of total (direct,
indirect and inducejleconomicimpacts for thestates and counties of the study aredeeNB I A 2 y Q&
economic basés presentedn Part lllas a benchmark for comparison with there specific statavide
impact measuresf Part | and Part.IThis analysi also assesslimpact tostate, local and federaaxes

for all scenarios and study areaall prices correspond with the most recent data availalie most

recent IMPLAN data is for the year 20@6) tables report values in 2006 dollaEsnployment values
includefull and part time individuals as being employed.

The importance of forestry to the threstate region was modeled in IMPLAN.

C2NBAGNE {SOG2NRAQ LYLERNIIFIYyOS i

C2NBaiNeE { SO0 2 NH andWValméAditaf Total® fof LIt

Minnesota, Wisconsirandthe Counties of théJpper Peninsula of
Michigan,in 2006 Dollars

Employment 58,614
Output $21,899,315,00C
Value Added $6,525,735,00C

Source: IMPLAN

1 Minnesota IMPLAN Group, Inc., IMPLANeéygdata and software), 1725 Tower Drive West, Suite 140,
Stillwater, MN 55082vww.implan.com

Note: The 1976 National Forest Management Act required the USDA Forest Service to-gesatenanagement

plans. These plans required alternative land management options, each of which have potential resource outputs
(for instance timber) as well as soetoonomic effects on local communities resulting from the proposed resource
outputs. In 1988 the Agricultur&conomics Department of the University of Minnesota took responsibility for
providing IMPLAN software, data, and technical support for all non Forest Service users on a fee basis. Minnesota
IMPLAN Group, Inc. was founded in 1993 as an outgrowth of thk atghe University of Minnesota.


http://www.implan.com/

Thefollowing tablesummarizathe findings ofPart | ofthis study. It is important to notevalues in the
following summarytablesand in other tables of this repodan be consideredegative numbersThe
tables report the loss of jobs, output dalavalue added dollarsand tax dollar$o the economy.

0KS AYLI OG 2y aAayySazial 2
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wSO2yadAiGdziSR 222R t
three levels of impacts:

SummaryPossibleEconomic Impacts of Lost Jobs in Retitted Wood Product ManufacturingOSB)
in Minnesota in 2006 Dollars

Total Total TotalValue Total Tax

Employment Output Added Impact
Low Impact (150 jobs lost) 355 $96,355,219 $49,573,246 $10,058,412
Medium Impact (300 jobs lost) 884 $263,293,815  $112,536,959 $23,701,154
High Impact (570 jobs lost) 1,515 $433,178,330  $201,146,143 $41,634,406

This impact study also included targeted impacts modeled for Paper and Paperboard Mills in Wisconsin,
reported as Part Ind the threestate region as Ralll. Thesehree reports areavailable at
www.d.umn.edu/lsbe/departments/bber/bber projects.phip pdf format.

y



http://www.d.umn.edu/lsbe/departments/bber/bber_projects.php

The Economic Impact of Declines in Reconstituted Wood Products
Manufacturing(OSB)n Minnesota, 2006

PROJECT DESCRIPTION

To show the importance of the forest products industry to the region, and to estimate the iropaicée
economichase ofthe State of Minnesota from changes in forestry sectols Wniversity of Minnesota
5dzf dziK [ 02@AG1T {OK22f Q& . dzNB| dzawadaskedtodzandugt$his a
study. Impact analysewere completed through inpubutput mathematicaimodeling to estimate
employment, output, and value added measures in terms of total (direct, indirect and induceagtsn
Three levels of impactiemonstrating economic impact for potential manufacturing facility closargs
reported. Analyses also assedimpacts tostate, local and federdahxes.(Tax modeling input
informationis provided by themodelfor this analysig.All pricescorrespond with the most recent data
available.

Methodology

BBER evaluated input data for use in IMPLAN softiidre. . 9 wQ4&a Y S K 2 R@ldécthd@and
preparingfor use, industry sector, firrmnd NAICS codevel data, including employment as wellsedes
and/or total expenditures fothe impact year

BBERIecked outputs forconsistency with known data (fanstance .employment in affected sectors).
BBERdjusied model relationshipsvhere appropriate.Impactsinclude estimated employment, output
and value addedneasuresf the economic activity for firatevel activity in the specified geographic
area. The research teameviewed draft findings withindustry sector representative(sjVhere
necessary,he impact model waserunandfinal findingswere draftedinto this report format.

Study Area

The study areof this project included the State of Minnesdf@artl). Two additional reports are fahe
State of WisconsifPart Il) andthe Region, including Minnesota, Wisconsin, andfifteen counties of
the Upper Peninsula of MichiggRart 111)

Impact Procedures and Input Assumptions

There are two component® the IMPLAN system, the software and databases. The databases prov
all information tocreate regional IMPLAN models. The software performs the calculations and prov
an interface for the user to make final demand changasnprehensive and detailathta coverage of
the IMPLAN study areas by county, dhd ability to incorporate usesupplieddata at each stage of the
model building procesgqrovides a high degree of flexibility both in termisggographic coverage and
modelformulation, in this cas definition of theregionstudy areas, and the definition of specific mode
for operations.
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IMPLAN data files use federal government data sources including:
US Bureau of Economic Analysis Benchmark I/0O Accounts of the US
US Bureau of Economic AnalySistput Estimates
US Bureau of Economic Analysis REIS Program
US Bureau of Labor Statistics County Employment and Wages (CEW) Program
US Bureau of Labor Statistics Consumer Expenditure Survey
US Census Bureau County Business Patterns
US Census Bureau Depa@l Census and Population Surveys
US Census Bureau Economic Censuses and Surveys
US Department of Agriculture Crop and Livestock Statistics

IMPLAN data files consist of the following components: employment, industry output, value added,
institutional dermrands, national structural matrices and intieistitutional transfers.

Impacts for models in these analyses use the most recent IMPLAN data available which is for the year
2006. Economic impacts are made up of direct, indirect, and induced impacts. Towifgl cautions are
suggested assumptions for accepting the impact model:

IMPLAN inpubutput is a production based model

Local or export based purchases that represent transfers from other potential local purchases
are not counted.

The numbers (from U.®epartment of Commerce secondary data) treat both full and part time

individuals as being employed.

Assumptions need to be made concerning the nature of the local economy before impacts can
be interpreted.

The IMPLAN model was constructed for the yearad®@ost recent data available).

The impact measures and effects for the following tables use these definitions:
Measures
e Gross Output represents the value of local production required to sustain activities.
e Value Added is a measure of the impacting indié® Q& O2y i NAodziAz2zy G2 GKS
includes wages, rents, interest and profits.
¢ Employment estimates are in terms of jobs, not in terms oftfaie equivalent employees.
Hence, these may be temporary, pdirne or shortterm jobs.

Effects

¢ Direct¢ Initial new spending in the study area resulting from the project

¢ Indirect¢ The additional inteindustry spending from the direct impact

¢ Inducedc The impact of additional household expenditure resulting from the direct and indirect
impact.
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Type SAM Multipliers Complete -[RPC:

Impacts... | Beports... |

States/Counties [ncluded: Fopulation: Area [Square Milez):

Minnesota, State A 11,035,760 150,351
YWizconsin, State —
bichigan, Alger County
kichigan, Baraga County T.164, 7R3 432
kichigan, Chippewa County
bichigan, Delta County —
kichigan, Dickinzon County 4 R22900 438 495

Michigan, Gogebic County : .
el et s ek Cauris Year of Data; T otal Personal Income:

kdichigan, lron County [l 2006 F401 138,500,000

E mployment: Murnber of Industries:

Houzeholds: Income per Houszehold:

Figure 1. Basic information from the IMPLAN software model for thil study region oMinnesota,
Wisconsin and Upper Peninsula of Michigan.

INPUTS TO THE MOBEL

BBER modet the Minnesotarelated IMPLAN industry sector Reconstitlité@/ood Products
Manufacturing as follows:

Alow, medium and higltevelof impactwas modeledAfter studying the industry structure difie state,

and weighing possible prospects for employment decline, the following job loss events were determined

to be significant and industrpased.For OSB in Minnesagtand A Y ONB | & SR LANR Rdd@iiLAdAIA (L3S 1
worker adjustmenwas made to reflect the technological differenaplantsbuilt after 2001.Plant

closures as of 2006 are included in tm®deldata;to representpossiblechanges in the study area
economyhypothetical closings rather than actual events were modeled.

1) Low Impact

150 jobs lost irReconstituted Wood Producidanufacturingin Minnesota
2) Medium Impact

300 jobs lost irReconstituted Wood Pructs Manufacturingn Minnesota
3) High Impact

570 jobs lost irReconstituted Wood Productdanufacturingin Minnesota



Industries

tKS SO2y2YAO o6FasS 2F GKS NB3IA2Yy Aa NBLNBaASyGSR
Impact sectorsindustry sectors identified fothis study as representinéprestryincludethe followinglist

of industries.The industrie®f this listare shown here with theilNorth American Industrial Classification
(NAICPandU.S. Bureau of Economic Analy8&A) coels.

IMPLAN BEA Sector Description NAICS
15 113A00 Forest nurseries, forest products, and timber trac 1131 1132
14 113300 Logging 1133
112 321113 Sawmills 321113
113 321114 Wood preservation 321114
114 321219 Reconstituted wood product manufeturing 321219
115 32121A Veneer and plywood manufacturing 321211 321212
116 32121B Engineered wood member and truss mfg 321213 321214
120 321920 Wood container and pallet manufacturing 32192
124 322110 Pulp mills 32211
125 3221A0 Paper and papdoard mills 32212 32213
126 322210 Paperboard container manufacturing 32221
262 333210 Sawmill and woodworking machinery 33321

Readers who are interested in a detailed view of these sectors within the context pf the @condy
are encouraged tgee the @pendix to this report for a table of @09 study aredMPLANnNndustry
sectors ranked by industry output. The ranked list shakes relative importance of théorestry sectors
chosen for this impact study

ThelMPLANNdustrysectorchosen fran these forestry sector® modelthe impact of mill closingand
employment declingor more exactlyto show industrflinkage tostumpage. In this report (Part )he
industry setor so identifiedfor tracking the impact of a decline in the manufactafeoriented strand
board iséReconstituted wood product manufacturirig

IMPLAN  BEA NAICS
114 321219 Reconstituted wood product manufacturing 321219

A fuller desription and definition of this industrig provided here, in terms of the NAICS dfassion of
industry production:

%



NAICS 321219 Reconstituted Wood Product Manufacturing
This U.S. industry comprises establishments primarily engaged in manufacturing reconstituted wood

sheets and boards.

Board, particle

Chipboard (l.e., particle ceywood chip face)

Compression modified wood
Densified wood

Fiberboard

Flakeboard

Hardboard

Insulation board, cellular fiber
Lath, fiber,

Recent events

MDF (medium density fiberboard)

Medium density fiberboard (MDF)

Oriented strandboardReconstitutel Wood Products
Reconstituted Wood Productsriented strandboard)
Particleboard

Reconstituted wood panels

Reconstituted wood sheets and boards
Strandboard, oriented

Waferboard

Changes in théOSBndustry have been dramatic necent years. Althoughybno means exhaustively
complete the following listis offered as a representative sampbdé eventsof interestduring 2006 and

2007.
Date: Event: Source:
Mar Ainsworth pricing lawsuit Ainsworth, Potlatch Face Pritawsuit Duluth NewsTribune
May Transportation costs Freight Rail Business is Rolling; But State  Wisconsin State Journal
Paper Companies and Utilities are Unhapp (Madison)
© with Rising Rates and Declining Service
2
Sep Logging job loss Fallen Timber; Minesotas Loggers feel the Star Tribune (Minneapolis)
pain as the once booming housing industry
cuts back and demand for wood follows sui
Sep Ainsworth job loss Ainsworth closes Cook and Grand Rapids Duluth NewsTribune, Star
Mills Tribune (Minneapolis),
Watertown Daily News
(New York)
Oct Deerwood MN plant closes Weyerhaeusecloses Deerwood MN Plant  http://uk.reuters.cont
http://www.prnewswire.com/
Oct Curtailments at Bemidji Ainsworth Announces Curtailmerdas Cook  Market Wire
and Bemidji OSB Mills
Nov DEED Industry Analysis The Timber Industry: Minnesotas "Perfect Minnesota Department of
Storm" Employment and Economic
Development
Mar Ainsworth Gand Rapidsmill ~ Termination letters sent to arkers are just  Duluth NewsTribune
closure a legal formality, Ainsworth says
Feb Ainsworth doubles loss Ainsworth Lumber Co. this week reported ¢ Duluth NewsTribune
5 Qeslos§ of $216.5 [nillion for 2907,,alm95t
8 SEII Oufé R2dz0tS UKS



http://uk.reuters.com/

BASIGMPORTANCE OF FORESTRY TUINMESOTACONOMY

¢CKS oFaAO F2NBadNE asoilSnawas hoddldt 83ihe ngact ofialSotegs O2 v 2 Y &
related sectors on Minnesotd hese sectors were reviewed by industry representatives before economic
modeling beganTheindustrysectorsused to representorestry overall in the economic base inclatle

FOREST NURSERIES, FOREST PRODUCTS, AND TIMBER TRACTS
LOGGING

SAWMILLS

WOOD PRESERVATION

RECONSTITUTED WOOD PRODUCT MANUFACTURING
VENEER AND PLYWOOD WVAACTURING

ENGINEERED WOOD MEMBER AND TRUSS MFG
WOOD CONTAINER AND PALLET MANUFACTURING
PULP MILLS

PAPER AND PAPERBOARD MILLS

PAPERBOARD CONTAINER MANUFACTURING
SAWMILL AND WOODWORKING MACHINERY

a A yy S F¥ardstry Séctor Baseline Measures2006 Dollas

IMPLAN Value

Code IndustrySector Description Output* Employment Added*
14 Logging $554 2,430 $123
15 Forest nurseriesforest products $130 229 $19
112 Sawmills $109 451 $25
113 Wood preservation $77 271 $17
114 Reconstituted wood product mfg $600 1,415 $323
115 Veneer and plywood mfg $30 162 $8
116 Engineered wood member and truss mfgc $410 2,259 $192
120 Wood container and pallet mfg $143 1,265 $52
124 Pulp mills Not sig. Not sig. Not sig.
125 Paper and paperboard mills $1,900 3,183 $590
126 Paperboard container mfg $1,335 4,230 $359
262 Sawmill and woodworking machinery $71 369 $28
Totals for Forestry sectors $5,357 16,264 $1,736

*millions of dollars



IMPACT FINDINGS

Targeted Impacts Oriented Strand Board
Wood Products Manufattring in Minnesota

The importance of the industry sectB®econstituted Wood Products Manufacturiiog the State of

Minnesota, as compared to Wisconsin and the UP of Michigan, is represented in the following chart. The
value of production from this séar in 200G six hundred million dollars was more than the output

from the UP of Michigan and Wisconsin combined.

Minnesota, Wisconsin, and UP of Michigan

Reconstituted Wood Product Mfg.
Output in millions of 2006 Dollars

= MN
mWI
uUpP

BBER waasked to answer the question 2 KI & ¢g2dzZ R 6S (0KS AYLJ
Minnesota of possible plant closings in the Reconstituted Wood Products
MFydzFlF QG dzZNAyYy3I aSO0G2NXKE

Important Note:
Changes tdReconstituted Wood Products Manufacturingre Values in the following tables
modeled to show the economic consequences in the econofny | can be consideredegative
the Stateof Minnesotafrom changes in thigxdustrysector. numbers The tables report the
Modeling assumptions/ere derived from discussionsitW industry | |oss of jobs, output dollars
representatives in which three meaningthresholdswere value added dollarsand tax
determined.Low, medium and high impact simulations were dollarsto the economyof the
agreed upon as 1) the hypothetical closingagdlant employing 150| study area

workers 2) the closing ofne largeplantor two small plats for a
total of 300employees and 3) acombination of two plantf$or a decline o670employees.BBER also
adjusted the model to reflect differences in technology among possible plah&soutput per worker, or
LX Fyd STFTAOASyOe elhigh effizientyn P& &ficientyplar@sza oulrefitly present
in the Minnesota industry sector.



LowImpact

¢KS a[ 26 L YLI Ojobs lostib RandbsiitStegt Wdod @pducts Manufactuimlinnesota.
The following tables show the indirect, mced and total effets of losing these jobs in this specific
sectorofthe 8 I 1 SQa TalidpadsYirlddthe loss of state, federal and corporate taxes

Summary of Effect®econstituted Wood Produc{sl50Jobg

Direct Indirect Induced Total
Employment 150 100 105 355
Output $63,627,20- $20,744,15. $11,983,86! $96,355,21!
Value Added $34,274,36! $8,374,02¢ $6,924,85¢ $49,573,241

Tax Impact from 2006 MReconstituted Wood Produc{sl50Jobg

Enterprises (Corporations) $16,230
Fedenl Government NoiDefense $6,632,807
State/Local Government NelBducation $3,409,376
Total $10,058,412

Medium Impact

¢ KS d&aaSRAdzY L Y20D6bs$ st iRREchastiitedWobdProducts Manufacturiimg
Minnesota The following tables shovhe indirect, induced and total effects of losing these jobs ia th
specific sectoofthe $i F 1 SQa SO2y2Yeé d

Summary of Effects: 2006 MN Reconstituted Wood Prodd@89 Job3g

Direct Indirect Induced Total
Employment 300 330 254 884
Output $165,34168C $68,811,100  $29,141,03; $263,293,81!
Value Added $68,548,72 $27,148,67 $16,839,56:. $112,536,95

Tax Impact of 2006 MN
Reconstituted Wood Produc{s300Job3

Enterprises (Corporations) $38,851

Federal Government Nebefense $15,344,918

Sate/Local Government NoEducation $8,317,385

Total $23,701,154



HighImpact

¢CKS a1l A3K LYLI OG¢ NEStdnshudes Wdod Product MaBuaotdringMigriedbta. A y
The following tables show the indirect, induced and total dfaxf losng these jobs in this sectorf the
9iFiSQa SoO02y2vyeo

Summary of Effects: 2006 MN Reconstituted Wood Prodgs# Job3

Direct Indirect Induced Total
Employment 570 505 440 1,515
Output $277,966,30. $104,752,01:  $50,459,99; $433,178,33
Value Aded $130,242,56! $41,744,97.  $29,158,61. $201,146,14.

Tax Impact of 2006 MN
Reconstituted Wood Produc{s570Job3

Enterprises (Corporations) $67,756
Federal Government Nebefense $27,185,560
State/Local NofEducation $14,381,091
Total $41,634,406



jobslost

Reconstituted Wood Products
Low, Medium and High Impact in Output and Value Added for MN, 20

570
@
(@]
% 300
.'5, m Output
® Value Added
150
$0 $200,000,000 $400,000,000 $600,000,000 $800,000,000
2006 dollars
Reconstituted Wood Products
Low, Medium and High Impact on Taxes in MN, 200!
570
300
m Federal
= State/Local
150

$0 $10,000,000 $20,000,000 $30,000,000 $40,000,000 $50,000,000

tax dollars
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