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This post takes a high-level look at historical trends in Oregon’s Wood Products
industry in terms of employment, the industry’s share of the state economy, industry
wages and the geographic distribution of industry jobs across the state. (Download all
graphs in PDF format.) Given that there have been significant conversations in recent
months regarding federal timber payments and also a possible new forest plan
proposed by Oregon’s U.S. Representatives Peter DeFazio, Greg Walden and Kurt
Schrader, coupled with the fact that over the past few years I have worked to piece
together better historical data on Oregon’s economy, means this post is hopefully a . e
positive and informative contribution to the ongoing discussions on the subject. There Se(\]\o
are two important items that should be noted. First, the information below refers S

strictly to the Wood Products industry itself and not the overall economig-elus @XJ@

is leaves aside the impact on related industries such as pulp and, papgr.mlIs (d|ffeh2®'\
industry codes) or transportation (log trucks). Second ia @s is’ not abo

or land management decisions; rather it is zﬂﬁ t'what ha to the BLOGROLL

Wood Products industry in Oregon. In Jargon é-ép@ﬂ positive economics e Contact Information
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The first graph Ml Qrate pﬂf@g employees in the state that work in the Wood

Products industr . As with nearly all historical economic data the switch

from Standard IﬁQHaI Classification (SIC) to North American Industry Classification EMAIL SUBSCRIPTION

System (NAICS) creates discrepancies in the data when trying to make like

comparisons. The historical data, which is SIC 24 (Lumber and Wood Products) is Enter your email address to

shown in light blue while the current series for Wood Products Manufacturing (NAICS subscribe to this blog and

321) is shown in dark blue. The main difference between the historical series and the receive notifications of new

current series is under NAICS, Logging employment is separated into its own category posts by email.

(NAICS 11331). There are also minor differences regarding some specialty flooring
mills, wood cabinets and other misc manufacturing, labeled here as Adjustment. The
red line in the graph is the sum of Wood Products Manufacturing, Logging and these
other Adjustments. Even with these changes, there still remain some minor
discrepancies in the series which cannot be easily reconciled at this time without
examining individual firm data.
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Year-over-year employment growth in the industry is shown below alongside Total
Nonfarm Employment to illustrate the different patterns over both the business cycle

and longer, structural trends. The volatility within the industry prior to the mid-1980s is I OLDER POSTS
evident, as is the continued job loss since then.
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In fact, industry output, as measured by state GDP figures has remained at
approximately the same level since the mid-1970s in nominal terms (with some
business cycle fluctuations). However, as a share of the state’s total GDP, Wood
Products has declined due to growth in all other industries (high technology in
particular). The graph below shows Wood Products’ industry output as a share of total
Oregon GDP through 2009 (the latest year for which industry detail data is available).
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The amount of timber harvested in Oregon has risen and fallen substantially over the
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past 100 years as the graphs below show. Beginning in the Great Depression, the
harvest quadrupled over the following 15-20 years and then held steady through the
1970s. Clearly the federal land restrictions have played an important role as the
harvest on private lands has remained relatively steady, with data available from
1962. Today's level of harvest on federal lands is is approximately 15% of the 1960s
and 1970s’ level while the total amount of harvest is back to levels seen in the 1920s
and 1930s.
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It is this decline in harvesting of federal lands that led to the implementation of a
number of different federal funding programs to assist, mostly rural, counties, in
particular for schools and roads. Beginning in 1908, counties received 25% of sales of
commodities produced on Forest Service lands within the county. As the harvests
dropped following land restrictions, this funding source dried up. With the Secure Rural
Schools and Community Self-Determination Act of 2000, the federal government
increased funding for counties to make up for these lost commodity sales (portions of
which must be dedicated to roads and schools). These monies were set to expire in
2006, however they were extended one year in 2007 and then extended again for four
more years through FY 2011 at declining levels (this extension was incorporated into
the American Recovery and Reinvestment Act).
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Note: Headwaters Economics has studied county payments and land use issues
extensively and Mark Haggerty has published essays on the topic in newspapers
throughout the Northwest.

While local governments felt the effect of lower revenues from timber harvests,
workers similarly experienced a relative decline in their wages over the past 30 years.
In real terms, Wood Products employees averaged over $50,000 per year in the late
1970s, however due to slow wage growth through the late 1980s (wages growing
slower than inflation), real wages fell to slightly above $40,000 per year by the early
1990s and have held steady since. For industry employees this is an end result of a
number of factors at work within the industry. As mentioned previously, the industry
underwent a restructuring in the early 1980s which resulted in less workers needed to
produce the same output and productivity enhancements, along with automation and
standardization also contributing. Another factor at work is increased competition from
both within the U.S. (southeastern states) and Internationally (mainly, British
Columbia, Canada). All these factors, coupled with lost jobs have resulted in average
wages today that are on par with the statewide average.

Average Real Wages in Oregan [1976-2010} Industry Wages Relative to Oregon Average
E— e il ecducts e il Inisbias Aerage

w0000 | |
|
00
100%



http://oregoneconomicanalysis.files.wordpress.com/2012/01/woodproducts_timberharvest1.jpg
http://oregoneconomicanalysis.files.wordpress.com/2012/01/woodproducts_timberpayments.jpg
http://headwaterseconomics.org/tools/reforming-federal-land-payments-to-counties/

Finally, the industry has a clear geographic footprint in Oregon as the following maps
illustrate. Even while the number of total jobs has declined substantially in recent
decades, this pattern remains relatively unchanged. In particular, Douglas and Lane
counties have accounted for 25-30% of the statewide total for at least the past 30
years (during which time we have good county and industry data via the QCEW.)
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In summary, the Wood Products Industry in Oregon used to have 70,000+ jobs that
paid 30% more than state average, however due to economic cycles, increased
competition, increased productivity and decreased timber harvests on federal lands,
the industry now has approximately 25,000 jobs that pay the state average. This is
certainly an industry that has undergone immense change in the past 60 years ang
one that has importance to both our state’s past and future.

Future research is likely to incorporate more relgteg And(1§¥ées, howeverAl@
qualitative story will remain the same. For gxafddlel 1ooking af.Raped &nd Allied
Products, SIC 26 (this would_ineiydgepdlp\and paper)yegells tHat the industry
employed 5,000 workerg,n thq ate 1940s. TR (MAUStry continued to grow until the
1970s when it gghgpyed*T0,00Q wofR&ry hh Gfegon and then began a long downward
trend to this day when it@adaje anygI0ys 5,000 workers (NAICS 322). Broadening the
research to inclugg (Mis a¥d other support industries would strengthen the scope of the
project however, *hopefully, the above information provides a reasonable and
approachable summary of the industry in Oregon.
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Wood Products Productivity, an Update »
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Nice work, Josh.
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I am a small business with a unique to Oregon wood
product. There is oppprtunity for me to grow. Getting
broad brushed (“wood products = decline”) is not
helpful.

1 face the same challenge with workers compensation
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Weyerhauser and micro-business. It is a “sawmill” and
that is all they need to know.
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[...] Parts of rural Oregon are dying economically,
because Bill Clinton, bowing to green extremists, put the
interests of spotted owls ahead of the interests of
American timber workers — even though we now know
that spotted owls are suffering at the hands of a rival
owl species, not timber operators. Here's a chart that
illustrates the spotted owl casualty count. (And much
more can be learned about Oregon’s Spotted Owl
Recession here.) [...]
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