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Executive Summary

The University of Minnesotd dzf dzi K [ I 62 @A G1T { O &l Zdordic Redeb®h(BRER T
was askd to conductan economicimpact studyto show the importance dbrest products industrieto
Minnesota, Wisconsin, amathreestate regionln consultation with industry representativeBBER
identified twelve industy sectors most closely related to forestry activities, amabeled three impact
scenarios teestimate the impacbf hypotheticalindustry declinesThe industries most closely studied
aretightly linked to wood and Igs as raw material, or stumpage.

Impact analyses were completed through inpoitput mathematical modelingvith IMPLAN data and
software! Modelsestimate employment, output, and value added measures in terms of total (direct,
indirect and inducedgconomicimpacts for thestates and countiesf the study areasThis analysi also
assessed impacts tostate, local and federdaxesfor all scenarios and study areaAll prices correspond
with the most recent data availabknd tables report values in 2006 dollaEsnployment values include
full and part time individuals as being employed.

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

C2NBAGNE {SOG2NRAQ LYLERNIIFyYyOS i

C2NBaiNE { SOl 2 NH andVaméAditaf Total® iy 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

It is important to notevalues in the followingummarytablesand in gher tables of this reportan be
consideredhegative numbers The tables report the loss of jobs, output dadlavalue added dollarsand
tax dollarsto the economy.

To answer the questiod 2 K| (i ¢ 2 dzf R 0 tBe thie Sateeqibddbf PassibRpjant closings
in the Reconstituted Wood Products Manufacturangd Paper and Paperboard MiflectosK € . 9 wQ a
IMPLAN modeling provided the following three levels of impacts:

1 MinnesotalMPLAN 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 8ecorieate S5year management

plans. These plans required alternative land management options, each of which have potential resource outputs
(for instance timber) as well as sogoonomic 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 support for all non Forest Service users on a fee basis. Minnesota

IMPLAN Group, Inc. was foundedl®93 as an outgrowth of the work at the University of Minnesota.


http://www.implan.com/

SummaryPossibleeconomic Impacts of Lost JobsRieconstituted Wood Productdanufacturing and
Paper and Paperboard Mills sectamsa three-state region in 2006Dollars

Total Total Total Value

Employment Output Added
Low Impact{150 jobs lost) 354 $91,398,887 $47,461,450
Medium Impact {325 jobs lost) 1,295 $331,104,134 $126,594,017
High Impact-g51 jobs lost) 2,779 $712,618,521 $303,918,944

This summary table is constituted from more detailed measures and effect, as follows:

Detailof EffectsLow Impact2006 MN, UP, WI Reconstituted Wood Prodi{€t$0 Job}

Dired Indirect Induced Total
Employment 150 99 106 354
Output $61,214,676 $18,575,028 $11,609,182 $91,398,887
Value Added $32,808,222 $7,956,486 $6,696,741 $47,461,450

Detailof Impacts:Medium ImpactMeasures and Effects, 2006 MN, UP, WI
Paper and Papéeoard(-325 Job}

Direct Indirect Induced Total
Employment 325 539 431 1,295
Output $188,857,408 $94,807,759 $47,438,959 $331,104,134
Value Added $56,017,480 $43,211,444 $27,365,092 $126,594,017

Detailof Effects: 2006 MN, UP, WI High Imp&=camstituted Wood ProductsandPaper and
Paperboard-851 Jobk

Direct Indirect Induced Total
Employment 851 1034 894 2,779
Output $429,294,176  $184,958,693 $98,365,644  $712,618,521
Value Added $164,157,344 $83,019,523 $56,742,079  $303,918,944

Thisimpact study also included targeted impacts modeledReconstituted wood products
manufacturing (OSB) in Minnesota (Part 1), &agber andPaperboard Mills in WisconsiR4rt 1),
available atwww.d.umn.edu/Isbe/departments/bber/bber_projects.phip pdf format.

y
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The Regional View: OSB and Paper Manufacturing in Minnesota,
Wisconsin, and the Counties of the Upper Peninsula of Michigan

PROJECT DESCRIPTION

To show thémportance of the forest products industry to the region, and to estimate the impathe
economichase of ahree-state regionfrom changes in forestry sectorshet University of Minnesota

5dzf dziK [ 02@AiGT {OK22f Q& . dahWiBBERyaRaEkedtodzdntugtéhisa | y R
study. Impact analysewere completed through inpubutput mathematical modeling 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, as well as benchmark comparisons from modeth@&conomic base. Analyses also asedss
impacts tostate, local and federdahxes.(Tax modeling input informatiois provided by themodelfor

this analysig.All pricescorrespond with the most recent data available.

Methodology

9 (

BBER evaluated input data for use in IMPLAN softaf€S . . 9wQ3&a Y S KofleRiggfagdd & Ay Of

preparingfor use, industry sector,rfin and NAICS codevel data, including employment as wellsedes
and/or total expenditures for all impact years.

BBERIecked outputs forconsistency with known data (for instaneamployment 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 teamerviewed draft findings withindustry sector representative(sjvhere
necessary,he impact model waserunandfinal findingswere draftedinto this report format.

Study Area

The study ara of this project included the State of Minnesdtaart 1) the State of WisconsifPart 11)
and the Region, including Minnesota, Wissin, and the fifteen counties of the Upper Peninsula of
Michigan (Part Il1).

Impact Procedures and Input Assumptions

There are two components to tH&PLAN system, the software and databases. The databases provide
all information tocreate regional IMPAN models. The software performs the calculations and provides
an interface for the user to make final demand chan@&smprehensive and detailed data coverage of
the IMPLAN study areas by county, dhd ability to incorporate usesupplieddata at each tage of the
model building procesgqrovides a high degree of flexibility both in termisggographic coverage and
modelformulation, in this case definition of thegionstudy areas, and the definition of specific models
for construction andperations.

IMPLAN data files use federal government data sources including:

1



US Bureau of Economic Analysis Benchmark 1/0 Accounts of the US

US Bureau of Economic Analysis Output Estimates

US Bureau of Economic Analysis REIS Program

US Bureau of Labor Statistics GiyuEmployment and Wages (CEW) Program
US Bureau of Labor Statistics Consumer Expenditure Survey

US Census Bureau County Business Patterns

US Census Bureau Decennial Census and Population Surveys

US Census Bureau Economic Censuses and Surveys

US Departmenof Agriculture Crop and Livestock Statistics

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

Impacts for models in #se 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. 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 empjed.

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

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

The impact measures and effects for the following tables hesé definitions:
Measures:

Gross Output represents the value of local production required to sustain activities.

£ £dzS8 ' RRSR Aa | YSIFadaNB 2F (GKS AYLI OGAy3 AYyRdz
includes wages, rents, interest and profits.

Empbyment estimates are in terms of jobs, not in terms of-file equivalent employees.

Hence, these may be temporary, pdirhe or shortterm jobs.

Effects:

Directc Initial new spending in the study area resulting from the project

Indirect¢ The additioml inter-industry 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:

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

Industries

¢tKS SO2y2YAO0 o6lasS 2F (GKS NB3IA2Yy Aa NBLNBaSyaSR
Impact sectors. Forestry sectors identified fois study as represeting the forestry sectorgicludethe
following industriesThe industries areshown here with theilNorth American Industrial Classification
(NAICPandU.S. Bureau of Economic Analy8i&A) codes.

IMPLAN  BEA NAICS
15 113A00 Forest nurseries, foré¢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

Readers who are interested in a detailed view of these sectors within the context of the complete
economy are encouraged to see the@endix to this report for a table of &09study aredMPLAN
industry sectors ranked by industry output, showing the relative importance ofdtestry sectors
chosen for this impact studyffwoIMPLANnNdustrysectors were chosen from these forestry secttars
modelthe impact of mill closinggand employment decliner more exactlyto show industnjinkage to

Ay

stumpage. The two industry sectorso identifiedareéw S O2 y a i A i dzi SR 622 R LINE RdzO{
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IMPLAN BEA NAICS
114 321219 Reconstituted wood product manufacturing 321219
125 3221A0 Paper and paperboard mills 32212 32213

A fuller description and definition of these industries is provided here, in terms of the NAICS
classification of industry production:

NAICS 321219 Reconstituted Wood Product Manufacturifigis U.Sindustry comprises establishments
primarily engaged in manufacturing reconstituted wood sheets and boards.

Board, particle MDF (medium density fiberboard)

Chipboard (l.e., particle core, wood chip face) Medium density fiberboard (MDF)

Compression modified wood Oriented strandboardReconstituted Wood Produgts
Densified wood Reconstituted Wood Productsriented strandboard)
Fiberboard Particleboard

Flakeboard Reconstitted wood panels

Hardbaard Reconstituted wood sheets and boards

Insulation board, cellular fiber Strandboard, oriented

Lath, fiber, Waferboard

NAICS 322121 Paper (except Newsprint) Milleis U.S. industry comprises establishments primarily
engaged in manufacturing paper (except newsprint and uncogtedndwood paper) from pulp. These
establishments may manufacture or purchase pulp. In addition, the establishments may also convert the
paper they make.

Absorbent paper stock

Asphalt paper made in paper mills

Bond paper made in paper mills

Book pape, coated, made in paper mills

Bristols paper stock

Building paper stock

Cigarette paper made in paper mills

Construction paper, school and art, made in paper mills

Cotton fiber paper stock

Diapers, disposable, made in paper mills

Facial tissuemade in paper mills

Felts, asphalt, made in paper mills

Glassine wrapping paper made in paper mills

Groundwood paper, coated, laminated, or treated in paper mills

Groundwood paper, coated, made in paper mills

Kraft paper stock

Looseleaf fillers andaper made in paper mills

Napkins, table, made in paper mills

Office paper (e.g., computer printer, photocopy, plain paper) made in paper mill
Paper (except newsprint, uncoated groundwood)

Paper (except newsprint, uncoated groundwood) products magaper mills
Paper (except newsprint, uncoated groundwood), coated, laminated or treated, made
Paper mills (except newsprint, uncoated groundwood paper mills)

Paper stock for conversion into paper products (e.g., bag and sack stock, envelop
Paper towe$ made in paper mills

Paper, asphalt, made in paper mills

Pulp and paper (except groundwood, newsprint) combined

4



Pulp mills producing paper (except groundwood, newsprint)

Sanitary napkins and tampons made in paper mills

Sanitary paper products (exdepewsprint, uncoated groundwood) made in paper mil
Sanitary paper stock

Sanitary products made in paper mills

Saturated felts made in paper mills

Sheathing paper (except newsprint, uncoated groundwood) made in paper mills
Tablets (e.g., memo, notejriting) made in paper mills

Tar paper, building and roofing, made in paper mills

Tissue paper stock

Toilet paper made in paper mills

Towels, paper, made in paper mills

Writing paper made in paper mills

NAICS 322122 Newsprint Mills

This U.S. industrcomprises establishments primarily engaged in manufacturing newsprint 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 papemewsprint, made in paper mills
Newsprint mills

Newsprint paper,

Paper mills, newsprint

Paper mills, uncoated groundwood

Paper, newsprint and uncoated groundwood,

Pulp and newsprint combined

Pulp mills and groundwood paper, uncoated and untreated
Pulp mills producing newsprint paper

Uncoated groundwood paper mills

NAICS 322130 Paperboard Mills

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

Bristols board stock

Cardboard stock

Chipboard (i.e., paperboard) stock

Coated board made in paperboard mills

Container board stock

Folding boxboard stock

Kraft liner bard

Leatherboard (i.e., paperboard based) made in paperboard mills
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 paperboaitism
Paperboard mills

Paperboard products (e.g., containers) made in paperboard mills
Pulp and paperboard combined

Pulp mills producing paperboard

Setup boxboard stock

Wet machine board mills



BASIC IMPORTANCE OF FORESTRY REGKENAECONOMY

¢CKS o0FaA0 F2NBauNER aSOG2NRa AYLIOG 2y GKS SO2y2vYe
forestry-related sectors on the two states of Minnesota and Wisconsin as well as on the counties of the

Upper Peninsula of Michigaihese sectors were reawed by industry representatives before economic

modeling beganTheindustrysectorsused to represent forestry overall in the economic base include

FOREST NURSERIES, FOREST PRODUCTS, AND TIMBER TRACTS
LOGGING

SAWMILLS

WOOD PRESERVATION

RECONSTITUTED®@D PRODUCT MANUFACTURING
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

Three measuesof economic impact for the forestry sectafsmployment, output, and value added)
havethe followingtotal impact (including directnter-industry and householdelated spending) on the
three-state regionin 2006 output dollars

Summary: Baseline @ 6 N2 { SOG2NARQ hdzi Lddzi = 9 YLIX 3
MN, WI and UP, 2006

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

The followinggraph and table summarizmselineoutput, employment, and valuaddedmeasures for
eachindustrycontributing to the forestrysectorsas defined for this studyetailedfor each state,
including Minnesota, Wisconsin, and the Upper Peninsula of Michigeimportance of Paper and
Paperboard Mills for Wisconsin, and of Reconstituted WBombuct Manufacturing for Minnesota is
highlighted in the accompanying graph.



Minnesota, Wisconsin, and UP of Michigan Forestry Sectors' Outpui
Millions of 2006 Dollars

Paper and paperboard mill
Paperboard container mfg

Logging

Sawmills

Reconstituted wood product mfg
Engineered wood member and truss m
Veneer and plywood mfc = Wi

Wood container and pallet mfg UP
Forest nurseriedorest products
Wood preservation

Pulp mills

Sawmill and woodworking machiner

B MN

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000

Figure2. Minnesota, Wisconsin, and UP of Michigan Forestry Sector Baseline Mea3utestin 2006 Dollars



Minnesota, Wisconsin, and UP of Migan Forestry Sector Baseline Measures, in 2006 Dollars

IMPLAN

Code Industry Output* Employment Value Added*
MN WI UP MN Wi UP MN Wi UP

14 Logging $554 $934 $216 2,430 4,263 871 $123 $185 $59

15 Forest nurseriesforest products $130 $86 $21 229 108 34 $19 $30 $4

112 Sawmills $109 $726 $235 451 2,935 929 $25 $180 $61

113 Wood preservation $77 $95 $1 271 335 3 $17 $21 $0

114 Reconstituted wood product mfg $600 $230 $221 1,415 654 507 $323 $121 $119

115 Veneer and plywood mfg $30 $370 $62 162 2,12 346 $8 $87 $16

116 Engineered wood memberuss mfg $410 $269 $12 2,259 1,588 72 $192 $120 $5

120 Wood container and pallet mfg $143 $283 $5 1,265 2,626 47 $52 $96 $2

124  Pulp mills Not sig. $15 $123| Not sig. 23 185| Not sig. $3 $28

125 Paper and papdoard mills $1,900 $9,211 $1,586 3,183 15,993 2,672 $590 $2,689 $487

126 Paperboard container mfg $1,335 $1,801 $2 4,230 5,816 9 $359 $462 $1

262 Sawmill and woodworking machinery $71 $35 $4 369 193 21 $28 $12 $1

Totals for Forestry sectors $5,357 $14,054 $2,488 16,264 36,655 5,696 $1,736 $4,005 $785

*millions of dollars



IMPACT FINDINGS

Targeted impacts The Regional View: OSB and Paper Manufacturing
Declinesin Minnesota, Wisconsin, and the Counties of the Upper
Peninsula of Michigan

The thee states in the study area represent a natural forested landscape. The most comprehensive

larger region for study follows the natural resource and was defasadl counties of Minnesota,
Wisconsin and fifteen counties of the Upper Peninsula of Michigan.

Figure3. State of Minnesota, State of Wisconsin, and Counties of the Upper Peninsula of Michigan.
Forest areas by county inthethréel I § S NBIA 2y d 6{ 2dzNOSY {SS Ga5A&GNRO
C2NBald ¢eL)sSé¢ i 666y ONARDPFAPTSRDAzZADP O

BBERwmmarized the impact of all forestry industry sectors in this region, but concentrated on the two
sectors whose recent changes have been most significant for the states of Minnesota (Reconstituted
Wood Products Manufacturingr Part | of this studyand Wsconsin (Paper and Paperboard Mits
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