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Executive Summary

The University of Minnesotd dzf dzi K [ 02 @A GT { OK22ft Qa . dzZNBldz 2F . dzi
was askd to conduct an economic impact study show the importance dbrest products industrieto

Minnesota, Wisconsin, and a threstate region. In consultation with industry representatives, BBER

identified twelve industry sectors most closely related to forgsictivities, and modeled three impact

scenarios teestimate the impacof hypothetical industry declines. The industries most closely studied

aretightly linked to wood and logs as raw material, or stumpgafg instance, in Part 1l of this study (as

repori SR Ay (GKAA& R20dzYSyido GKS Lat[!b Y2RSt AyRdzaldNE
presents low, medium and high impact changes analyzed for the Paper and paperboard mils sector in the

state of Wisconsin.

Impact analyses were completed throumiput-output mathematical modelingvith IMPLAN data and
software! Modelsestimate employment, output, and value added measures in terms of total (direct,
indirect and induced@conomicimpacts for thestates and counties of the study ared& S NB IA 2y Q&
economic basés presented in Part Il as a benchmark for comparison with the more specifiendtige

impact measures of Part | and ParfTlhis analysi also assess impacts to state, local and federal taxes

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

recent IMPLAN data is for the year 2006) and tables report values in 2006 dollars. Employment values
includefull and part time individuals as being employed.

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

C2NBaiGNR {SOG2NEQ LYLERNIFYyOS i

C2NBaidNE { SO0 2 NH andValnéNditkxd Total® fof LIt

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

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

Source: IMPLAN

1 Minnesota IMPLAN Group, Inc., IMPLAN System (data 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) awell as soci@conomic effects on local communities resulting from the proposed resource
outputs. In 1988 the Agricultural Economics Department of the University of Minnesota took responsibility for
providing IMPLAN software, data, and technical supfmrall non Forest Service users on a fee basis. Minnesota
IMPLAN Group, Inc. was founded in 1993 as an outgrowth of the work at the University of Minnesota.


http://www.implan.com/

Thefollowing table summarizes the findings of Part Il of this stutlys important to note alues in the
following summarytablesand in other tables Bthis reportcan be consideredegative numbersThe
tables report the loss of jobs, output dalavalue added dollarsand tax dollar$o the economy.

To answer the questiofi 2 K| i ¢ 2 dzf R 0 \®iscankiBf pdsafbldiplénil clogings in tiRape
and paperboard millk ¢ . 9wQa Lat[!Db Y2RStAy3I LINPOARSR GKS F2ff

Summary: Possible Economic Impacts of Lost Jd®apar and Paperboard Mills
Wisconsinin 2006 Dollars

Total Total Total Value Total Tax
Employment Output Added Impact
Low Impaci(325 jobs lost) 1,162 $300,231,102 $111,329,95 $27,669,366
Medium Impact(525 jobs lost) 1,877 $484,988,728 $179,840,69 $44,696,670
High Impac(850 jobs lost) 3,040 $785,219,813 $291,170,65 $72,366,036

Thisimpact study also included targeted impacts modeled for Reconstituted vpoadiucts
manufacturing in Minnesota, reported as Part |, and the thsese region as Part lll. These three
reports are available atww.d.umn.edu/Isbe/departments/bber/bber_projects.php pdf format.

y


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

The Economic Impact of Declsnm Paper and Paperboard Milts
Wisconsin, 2006

PROJECT DESCRIPTION

To show the importance of the forest products industry to the region, and to estimate the impact on the
economic base of the State Wfiscon# from changes in forestry sectors, the University of Minnesota

5dzf dzi K [ F602@A 04T {OK22f Qa . dz2NB| dawaddsked tdzZoidycbtiisi | y R
study. Impact analyses were completed through irputput mathematical modeling to estimat

employment, output, and value added measures in terms of total (direct, indirect and induceagtisn

Three levels of impactiemonstrating economic impact for potential manufacturing facility closings are
reported. Analyses also assesdmpacts to stée, local and federal taxe§Tax modeling input

information is provided by the model for this analysisll prices correspond with the most recent data
available.

Methodology

BBER evaluated input data for use in IMPLAN softtafe.S . . 9 wQa ned&lédcaliectnt and e A
preparingfor use, industry sector, firrmnd NAICS codevel data, including employment as wellsses
and/or total expenditures for all impact years.

BBERisoran IMPLAN models for all relevant years, checked outputs forstensly with known data

(for instanceemployment in affected sectorsBBERdjusted model relationships where appropriate.
Impacts include estimated employment, output and value added measures of the economic activity for
firm-level activity in the speddd geographic areaThe research team reviewed draft findings with
industry sector representative(s)Vhere necessaryhe impact model was rerun and final findings were
drafted into this report format.

Study Area

The study area of this project includéte State olWisconsin (Part II). Two additional reports aretfor
State ofMinnesota (Part [)andthe Region, including Minnesota, Wisconsin, and the fifteemnties of
the Upper Peninsula of MichiggRart I11)

Impact Procedures and Input Assumpti®

There are two components to the IMPLAN system, the software and databases. The databases provide
all information to create regional IMPLAN models. The software performs the calculations and provides
an interface for the user to make final demand changesmprehensive and detailed data coverage of

the IMPLAN study areas by county, and the ability to incorporate-siggplied data at each stage of the
model building process, provides a high degree of flexibility both in terms of geographic coverage and
model formulation, in this case definition of the region study areas, and the definition of specific models
for operations.

9 (



IMPLAN data files use federal government data sources including:
US Bureau of Economic Analysis Benchmark I/0O Accounts of the US
USBureau of Economic Analysis Output 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 Busineste et
US Census Bureau Decennial 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 outgué added,
institutional demands, national structural matrices and iniestitutional 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, indiraet] induced impacts. The following 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.S. Department 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 wasnstructed for the year 2006 (most 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 ValueAddedisamed dzNB 2F (GKS AYLI OlAy3a AyRdzaiNEBQa O2yi
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 stort-term jobs.

Effects:

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

¢ Indirect¢ The additional inteindustry spending from the direct impact

¢ Inducedg The impact of additional household expenditure resulting from the diaect indirect
impact.



Edit.. |

...........................................

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:

Figurel. Basic information from the IMPLAN software model for the total study region of Minnesota,
Wisconsin and Upper Peninsula of Michigan.

INPUTS TO THE MOBEL
BBER modeled thé/isconsirrelated IMPIAN industry sectoPaper and Paperboard Millas follows:

Alow, medium and high level of impact was modeled. After studying the industry structtine sfate,

and weighing possible prospects for employment decline, the following job loss eventsietermined

to be significant and industigased. Plant closures as of 200 included in the model dat#g

represent possible changes in the study area economy hypothetical closings rather than actual events
were modeled.

1) Low Impact

325 jobs lostn Paperand Papébpoard Millsin Wisconsin
2) Medium Impact

525 jobs lost ilPaper and Paperboard Millsn Wisconsin
3) High Impact

850 jobs lost ilPaperand Papéeboard Millsin Wisconsin



Industries

The economic base of the region is represented inGh@ | 4 St Ay S¢ @It dzSa 2F GKS adl
Impact sectors. Industry sectors identified for this study as representing forestry include the following list

of industries. The industries of this list are shown here with their North American Industisifiglation

(NAICS) and U.S. Bureau of Economic Analysis (BEA) codes.

IMPLAN  BEA NAICS
15 113A00 Forest nurseries, forest products, and timber tracts 1131 1132
14 113300 Logging 1133
112 321113 Sawmills 321113
113 321114 Wood preservation 321114
114 321219 Reconstituted wood product manufacturing 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 paperboard mills 32212 32213
126 322210 Paperboard container manufacturing 32221
262 333210 Sawmill and woodworking machinery 33321

i A

Readers who are interested in a detailed view of these sectors withidtRe/ 4 SEG 2 F G KS { G G &
are encouraged to see the appendix to this report for a table of all 509 study area IMPLAN industry

sectors ranked by industry output, showing the relative importance of the forestry sectors chosen for

this impact study.

The IMPLAN industry sector chosen from these forestry sectors to model the impact of mill closings and
employment decline, or more exactly, to show industry linkage to stumpage. In this reporti) Haet

industry sector so identified for tracking the fiact of a decline in the manufacturebd LISNJ A & &t | LIS
and paperboard mili® ¢

IMPLAN  BEA NAICS
125 3221A0 Paper and paperboard mills 32212 32213

A fuller description and defindn of thisindustryis provided here, in terms of the NAICS classiion of
industry production:



NAICS 322121 Paper (except Newsprint) Mills

This U.S. industry comprises establishments primarily engaged in manufacturing paper (except newsprint
and uncoated groundwood paper) from pulp. These establishments may mauatdamt purchase pulp.

In addition, the establishments may also convert the paper they make.

Absorbent paper stock laminated or treated, made

Asphalt paper made in paper mills Paper mills (except newsprint, uncoated groundwood
Bond paper made in paper mills paper mills)

Book paper, coated, made in paper mills Paper stock for conversion into paper products (e.g., bag
Bristols paper stock and sack stock, envelop

Buildirg paper stock Paper towels made in paper mills

Cigarette paper made in paper mills Paper, asphalt, made in paper mills

Construction paper, school and art, made in paper mills Pup and paper (except groundwood, newsprint) combined
Cotton fiber paper stock

Diapers, disposable, made in paper mills Pulp mills producing paper (except groundwood,
Facial tissues made in paper mills newsprint)

Felts, asphalt, made in paper mills Sanitary napkins and tampons made in paper mills
Glasine wrapping paper made in paper mills Sanitary paper products (except newsprint, uncoated
Groundwood paper, coated, laminated, or treated in paper groundwood) made in paper mil

mills Sanitarypaper stock

Groundwood paper, coated, made in paper mills Sanitary products made in paper mills

Kraft paper stock Saturated felts made in paper mills

Looseleaf fillers and paper made in paper mills Sheathing paper (except newsprint, uncoated
Napkins, table, made in paper mills groundwood) made in paper mills

Office paper (e.g., computer printer, photocopy, plain Tablets (e.g., memo, note, writing) made in paper mills
paper) made in paper mill Tar paper, building and roofinade in paper mills
Paper (except newsprint, uncoated groundwood) Tissue paper stock

Paper (except newsprint, uncoated groundwood) products Toilet paper made in paper mills

made in paper mills Towels, paper, made in paper mills

Paper (except newsprint, uncoated groundwoodjaied, Writing paper made in paper mills

NAICS 322122 Newsprint Mills

This U.S. industry comprises establishments primarily engaged in manufactaviisgrint and uncoated
groundwood paper from pulp. These establishments may manufacture or purchase pulp. In addition, the
establishments may also convert the paper they make.

Groundwood paper, newsprint, made in paper mills Pulp and newsprint combined

Newsprint mills Pulp mills and groundwood paper, uncoated and
Newsprintpaper, untreated,

Paper mills, newsprint Pulp mills producing newsprint paper

Paper mills, uncoated groundwood Uncoated groundwod paper mills

Paper, newsprint and uncoated groundwood,

NAICS 322130 Paperboard Mills

This industry comprises establishments primarily engaged in manufacturing paperboard from pulp.
These establishments may manufacture or purchase pulp. In addition, the establishments may also
convert the paperbard they make.

Bristols board stock Folding boxboard stock

Cardboard stock Kraft liner board

Chipboard (i.e., paperboard) stock Leatherboard (i.e., paperboard based) made in papar
Coated board made in paperboard mills mills

Container board stock Milk carton board made in paperboard mills



Paperboard (e.g., can/drum stock, container board,

corrugating medium, folding ca

Paperboard coating, laminating, or treating in paperboard

mills
Paperboard mills
Paperboard products (e.g., comars) made in

Recent events

paperboard mills

Pulp and paperboard combined

Setup boxboard stock
Wet machine board mills

Pulp mills producing paperboard

Changes in thpaperindustry have been dramatic in recent years. Although by no means exhaystivel

complete, the following list is offered as a representative sample of events of interest during 2006 and

2007.
Date: Event: Source:
Feb Neenah mill closure Paper Company will Close Neenah Plant ~ Wisconsin State Journal
(Madison) MilwaukeeJounal
Sentinel
Feb Park Falls Supplier Issue Park Falls Paper Mill Reopens Amid Disput Wisconsin State Journal
(supplier issue) (Madison)
Mar  Ainsworth pricing lawsuit Ainsworth, Potlatch Face Price Lawsuit Duluth NewsTribune
Mar Park Falls mill close Ohio Company to Close Paper Mill (Park  Wisconsin State Journal
Falls) (Madison), The Capital Times
(Madison)
May  Transportation costs Freight Rail Business is Rolling; But State  Wisconsin State Journal
Paper Companies and Utilities are Unhapp (Madison)
with Rising Rates and DecligiService
Jun Park Falls mill reopening Investors to rewve Park Falls mills; $4 millioi Wisconsin State Journal
in state loans offered to reopen paper plant (Madison) Milwaukee Journal
Sentinel
Sep Logging job loss Fdlen Timber; Minnesotas Loggers feel the Star Tribune (Minneapolis)
© pain as the once booming housing industry
8 cuts back and demand for wood follows sul
N
Mar Wausau diversification Wausau Paper adds to lines; State mills to Milwaukee Journal Sentinel
handle new products
Jun WI energy ad objectives Doyle pushes energy plan; He seeks paper Milwaukee Journal Sentinel
industries support for incentives, Paper
council objectives
Sep Stora Enso sale Stora Eng to sell part of business; N&age Wisconsin State Journal
to buy North America paper operation (Madison)
Dec Domtar mill closure Domtar to close Brt Edwardgpaper mill in La Crosse Tribune
2008 Wisconsin Rapids Tribune
~ | Dec NewPage mill closure NewRagec closing Niagra mill in July 2008 Green Bay Press Gazette
o
o
N




BASIC IMPORTANCE OF FORESTRY WISG{ENSINCONOMY

¢KS o0laA0 FT2NBadNER asSoidz2Nna
related sectors oWisconsin These sectors were reviewed by indusepresentatives before economic
modeling began. The industry sectors used to represent forestry overall in the economic base included:

AYLI Ol

2y

FOREST NURSERIES, FOREST PRODUCTS, AND TIMBER TRACTS

LOGGING

SAWMILLS

WOOD PRESERVATION

RECONSTITUTED WOOD PRODUCT MANURING
VENEER AND PLYWOOD MANUFACTURING
ENGINEERED WOOD MEMBER AND TRUSS MFG
WOOD CONTAINER AND PALLET MANUFACTURING
PULP MILLS

PAPER AND PAPERBOARD MILLS
PAPERBOARD CONTAINER MANUFACTURING
SAWMILL AND WOODWORKING MACHINERY

Wisconsi@ & C 2 NI Bashlibe Me&@ds AnMRD06 Dollars

iKS SO2y2vYe

IMPLAN Value
Code Industry Sector Description Output* Employment Added*
14 Logging $934 4,263 $185
15 Forest nurseriesforest products $86 108 $30
112 Sawmills $726 2,935 $180
113 Wood preservation $95 335 $21
114 Reconstituted wood product mfg $230 654 $121
115 Veneer and plywood mfg $370 2,121 $87
116 Engineered wood member and truss mfg $269 1,588 $120
120 Wood container and pallet mfg $283 2,626 $96
124 Pulp mills $15 23 $3
125 Paper and paperboard mills $9,211 15,993 $2,689
126 Paperboard container mfg $1,801 5,816 $462
262 Sawmill and woodworking machinery $35 193 $12
Totals for Forestry sectors $14,054 36,655 $4,005

*millions of dollars



IMPACT FINDINGS
Targeted Impacts Paper andPaperboad Mills in Wisconsin

The importance of the industry sectBaper and Paperboard Miller the State of Wisconsin, as
compared to Minnesota and the UP of Michigan, is represented in the following chart. The value of
production from this sector in 20@6almost ten billion dollars was almost three timethe output from
this industry in Minnesota and the UP of Michigaombined.

Minnesota, Wisconsin, and UP of Michigan

Paper and Paperboard Mills,
Output in millions of 2006 Dollars

= MN
Wi
uUP

BBER was asked to answer the questiod K| 0 ¢2dz2 R 0SS (KS
Wisconsin of possible plant closings in the Paper
and Paperbodl R aAff & &S00 2 NXEl imporant Note:

Values in the following tables

Changes tdPaper and paperboard milgere modeled to show the | can be consideredegative
economic consequences in the econoofithe State ofisconsin | numbers The tables report the
from changes in this industry sectdodeling assumptions/ere loss of jobs, output dollars
derived from discussions with industry repeegatives in which value added dollarsand tax
three meaningful thresholds were determinedow, medium and | dollarsto the economyof the
high impact simulations were agreed upon as 1) the hypothetical Study area

closing of a plant employirge5workers, 2) the closing @fplant

or plantsfor a total of525employees, an®) a combination plant closurdsr a decline of 850
employees.

AY LJ






