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Goals of study

Overview of Wisconsin’s pulp
and paper industry - and
placing in context of pulp and
paper industry nationwide

Other states that have
significant economic impacts in
paper industry

Statewide economic impact of
Wisconsin’s paper industry

Quantify size and number of
paper manufacturing companies
in the state

Overview of paper product
converting done in Wisconsin

Opportunities and challenges for
paper industry in Wisconsin

Employment growth and skKill
transfer opportunities

National/global trends in
markets for products
manufactured

Growth opportunities in current
paper industry as well as growth
opportunities if technologies can
be pivoted

Academic institutions support
paper industry whether via
research or via training

Current research and research
trends in paper industry

Patent activity in paper industry
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Sources of information for study

 American Forest & e County Business
Paper Association Patterns

 American Survey of  IMPLAN
Manufactures e Informal

 Bureau of Economic correspondence
Analysis  Face-to-face Interviews

* Bureau of Labor & + Media reports
Statistics . Survey

* Company reports - Telephone interviews
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RESULTS

WISCONSIN IN THE NATIONAL
CONTEXT




Industry shipments
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Paper manufacturing employment
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Wisconsin paper manufacturing employees in

context of national workforce

Wisconsin’s paper manufacturing industry employs:

0.7% of all pulp mill workers

16.7% of all paper mill workers

2.3% of all paperboard mill workers

4.7% of all paperboard container manufacturing

10.4% of all paper bag & coated & treated paper
manufacturing

4.8% of all stationery product manufacturing
10.4% of all sanitary paper product manufacturing

7.0% of all other converted paper product
manufacturing
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RESULTS

WISCONSIN TRENDS
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All paper manufacturing employees
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Pulp, paper and paperboard
mill employees
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Pulp, paper & paperboard mill
employment distribution
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Paper mill employment change
2015-2017
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Paperboard container
manufacturing employees
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Paperboard container manufacturing
employment change 2015-2017
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Paperboard container
manufacturing distribution
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Paper bag & coated & treated paper
manufacturing employment
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Paper bag & coated & treated paper
manufacturing distribution
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Stationery product manufacturing
employment
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Stationery product employment change
2015-2017
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Stationery product
manufacturing distribution
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Sanitary paper product

manufacturing employment
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Sanitary paper product
manufacturing distribution
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All other converted paper product
manufacturing

2,400
2,300
2,200
2,100
2,000
1,900 |
1,800 * . .
1,700 T

1,600 P AETT PRI areereent

1,500
2007 2009 2011 2013 2015 2017

‘s““ ';'h""‘c'. University of Wisconsin-Stevens Point

m College of Natural Resources



All other converted paper product
manufacturing distribution
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Average wages
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Average wages
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ECONOMIC CONTRIBUTIONS




Key findings

* Paper manufacturing 41 of Wisconsin’s
accounts for counties are home to

$18,163,914,173 SOme paper
output and manufacturing activity

30,262 jobs
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Indirect effect

An additional 35,000
Wisconsin jobs that are
there because of paper
manufacturing industry
with a total output of

$6,523,110,235

Top 5

1.

2.

Wholesale trade
(5,400 jobs)

Management of companies
(3,245 jobs)

Truck transportation
(2,097 jobs)

Commercial logging
(1,891 jobs)

Services to buildings
(1,335 jobs)
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Induced effect (30,591 jobs)

Top 5

1.
2.

3.

Hospitals

Full-service

restaurants ¢ $4,198,274,039
Limited-service output
restaurants

Real estate

Retail - general
merchandise
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Pulp and paper mills

* Direct effect * |ndirect effect (top 5)
— 10,477 jobs — Wholesale trade
— $8,083,582,224 output (2858 jobs)
e Indirect effect — Commercial logging
_ 18,652 jobs N(|1696j°b5) W
— Management o
— $3,569,985,793 output compagnies
* [Induced effect (1650 jobs)
— 13,889 jobs — Truck transportation
— $1,905,985,196 output (932 jobs)
— Services to buildings
(665 jobs)
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Paperboard mills

* Direct effect * |ndirect effect (top D)
— 717 jobs — Wholesale trade
— $592,066,582 output (233 jobs)

e Indirect effect — Commercial logging
. — I\jltasnigebrsrzent of
— $300,107,083 output companies

* Induced effect (101 jobs)
— 1,110 jobs — Services to buildings
— $152,346,379 output (91 jobs)

— Maintenance & repair
construction of non-
residential buildings

(81 jobs)

£°4'%) University of Wisconsin-Stevens Point
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Paperboard container production

* Direct effect * Indirect effect

— 7192 jobs — Wholesale trade

— $3,416,751,424 output (845 jobs)
* Indirect effect v (';"O?;‘Sagﬁgsnt of

— 6152 jobs (609 jobs)

— $1,041,406,489 output — Truck transportation
* Induced effect (446 jobs)

— 6051 jobs — Services to buildings

— $830,562,767 output — (267 jobs)

— Full service restaurants
(236 jobs)
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Paper bag & treated &
coated paper production

* Direct effect * Indirect effects
— 6120 jobs — Wholesale trade
— $2,831,164,572 output (676 jobs)
* Indirect effect - cMo?rr]]Sagﬁirggnt of
— 3803 jobs (411 jobs)
— $718,316,519 output — Truck transportation
* Induced effect (284 jobs)
— 4712 jobs — Services to buildings
— $646,773,096 output (267 jobs)
— Employment services
(141 jobs)

,s“"‘i""‘c@ University of Wisconsin-Stevens Point
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Stationery products

* Direct effect * Indirect effects
— 852 jobs — Wholesale trade
— $322,975,769 output (83 jobs)
* Indirect effect - (';"O?Qsagﬁgsnt of
— 497 jobs (64 jobs)
— $90,701,878 output — Truck transportation
* Induced effect (41 jobs)
— 586 jobs — Employment services
— $80,474,240 output (24 jobs)
— Services to buildings
(13 jobs)
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Sanitary paper products

* Direct effect * |Indirect effects
— 2911 jobs — Wholesale trade 543
— $2,265,419,563 Jobs

» Indirect effects A N ICREE

: companies 283

— SRRQI00s — Truck transportation
— $585,134,178 output 251

* Induced effects — Services to buildings
— 2826 jobs 122 jobs
— $387,858,652 — Other fabricated metal

manufacturing 94

5«\‘1’-‘% University of Wisconsin-Stevens Point
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All other converted paper products

* Direct effect * |Indirect effects
— 1955 jobs — Wholesale trade 154
— $625,112,538 Jobs
* |ndirect effects — Management of
_ companies 125
— 1119 jobs _
— Truck transportation 69
— $203,963,231 output _
— Transportation support
* Induced effects activities 57
— 1355 jobs — Employment services

— $186,011,090 38
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Wisconsin paper manufacturing
value-added
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Top 10 counties by value-added

Value added

Winnebago $997,080,681
Brown $920,730,285
Outagamie $487,377,155
Wood $384,511,243
Marathon $248,754,235
Milwaukee $189,925,445
Waupaca $99,652,445
Waukesha $98,173,752
Portage $94,762,196
Washington $94,682,543
ALL WISCONSIN $4,496,176,602
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Top 10 counties by contribution to
county Gross Regional Product

Wood 9.9
Winnebago 8.8
Price 7.9
Waupaca 5.6
Brown 5.1
Oneida 4.9
Marinette 4.2
Outagamie 4.2
Adams 3.9
Chippewa 3.6
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Top 10 counties by employment

Number of employees

Brown 6009
Winnebago 5287
Outagamie 3541
Wood 2064
Marathon 1759
Milwaukee 1531
Sheboygan 929
Washington 874
Waukesha 77l
Waupaca 751
ALL WISCONSIN 30262

_lrlinli\{ersltyiqf Wlscpnsln-§tevens Point
College of Natural Resources




Top 10 counties by contribution to
county employment

% Contribution

Winnebago 4.54%
Wood 4.18
Price 3.90
Adams 3.38
Brown 2.91
Waupaca 2.81
Outagamie 2.61
Lincoln 2.23
Marathon 1.98
Oneida 1.96

University of Wisconsin-Stevens Point
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An example of economic contribution
data: Chippewa County (1)

Summary Results I N

Impact type Employment Labor income Value-added Output

Direct effect 92 $9,867,281 $15,963,332 $699,658,447
Indirect effect 99.4 $5,333,351 $7,965,521 $15,270,393
Induced effect 64.7 $2,114,366 $3,932,331 $7,377,764
Total effect 256 $17,314,999 $27,861,184 $92,256,604

Analysis is for paper mills in Chippewa County.
Data in hand for all paper manufacturing subsectors (individually and collectively)
at the county level and for the entire State.
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An example of economic contribution
data: Chippewa County (2)

Detail Results By output

Description Indirect Induced Total
Wholesale trade $4,330,7896 $7385,193 $4,715,988
Truck transportation $1,326,327 $110,829 $1,437,156
Commercial logging $1,208,373 $38 $1208,411
Electric power transmission... $1,073,205 $67,841 $1,141,046
Rail transportation $1,039,479 $7,243 $1,046,722
Management of companies... $840,501 $32,883 $873,384
Maintenance and repair con... $737,090 $43,381 $780,470
Architectural, engineering, a... $419,387 $21,414 $440,801
Wood preservation $318,285 $999 $319,284
Waste management and re... $286,486 $22,799 $309,285
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QUALITATIVE FINDINGS
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Reported pay ranges

Production worker starting
pay $15.50-$18/hour

$20-$22/hour or more after
four to six months on the job

Experienced operators earn
$60,000-$70,000 per year
Process engineers starting
at $60,000-$70,000 per
year

f\‘:‘k University of Wisconsin-Stevens Point
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Forecast for employment growth

= Expect employee
numbers to stay flat
“pbut that’s a function of
acquisitions and moving
production to facilities
rather than a growing
market.”

= “15-25 percent turnover
expected in the next five
years because of
retirement...we expect
to replace, not expand.”

Source: Interviews; Surveys
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Recruitment

 “Manufacturing is obviously a huge part of
the economy in the U.S., but there is no
place we go where we don't hear that
companies are desperate for skilled workers.
A baby boomer retires every 10 seconds.” -

Carolyn Lee, executive director of the Washington-based Manufacturing
Institute, quoted in Star Tribune 2/26/19

g“"‘h}""é'& University of Wisconsin-Stevens Point
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Skills needed in
production workforce

Skill mentioned most often
was problem solving/critical

thinking
Also:

— “Basic mechanical skills
and manufacturing

SKILL

experience”

— “Solid, basic math skills”

— “We just need the basic LT
skills: wanting to work and LOADING ...
learn.”

“If someone wants to work in
manufacturing, we can give
them a career.”

Source: Interviews; Surveys
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Difficulties in recruiting employees

* “We have challenges getting people who can
pass a drug test.”

* “Not willing to work shifts and holidays.”

 “There are specific types of employees that are
more challenging for us to get, and that's the
skilled trades - electricians and pipefitters and
so forth. There aren't that many people who are
leaving high school to go into that and as a
consequence they are in short supply.”




Are you experiencing wage inflation?

* Most common response was that wages
are increasing roughly in line with cost
of living, i.e. 2-3 percent per year

 Several companies reported increasing
wages at significantly higher rates in
order to retain employees; two-year total
payroll increases at these companies
ranged from 7-13 percent

* Mills typically have multi-year union
contracts in place so payroll costs are
known and planned

e Converters vary union/non-union and
wage inflation is reported as more
variable company to company

Source: Interviews; Surveys
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Level of Industry Optimism Compared to One Year Ago

= More optimistic than oneyear ago
m Less optimistic than one year ago

= Optimism about the same compared to one year ago

* Less optimistic: “Economic growth seems less stable than at start of 2018”
* More optimistic: “Just the aversion to plastic products we're seeing today

is a reason to see some optimism, at least on the paper packaging end of things.”
* More optimistic: “I'm very optimistic because we finally turned the corner”

Source: Interviews; Surveys
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Level of Industry Optimism Compared to Five Years Ago

= More optimistic than five years ago m Lessoptimistic than five years ago

= About the same compared to five years ago

* More optimistic: “Five years ago, yeah, it was pretty bad back then.”
 More optimistic: “Five years ago, it was not clear how mills were going to
reposition themselves... Now it seems to be fairly well understood

directionally where they're headed.”
* About the same: “I think the trends are continuing trends.”

Source: Interviews; Surveys
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Capital Investment Projections
Next Three Years
Compared to Prior Three Years

= Higher capital investment projected = Lower capital investment projected = About the same going forward

Source: Interviews; Surveys
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Will the Paper Industry be Stronger in One Year?

0%

= Industry will be stronger in one year = Industry will be weaker in one year

= Industry strength will be about the same in one year m Don't know/No opinion offered

 “I'don't think it'll increase like it has the last two years,
but I'm optimistic and | think we'll be better off.”

* “It'll be smaller but it'll be stronger... there’s going to be some
more thinning of the herd.”

* "The strong will survive and some of the weak will not"

Source: Interviews; Surveys
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Will the Paper Industry be Stronger in Five
Years?

= Industry will be stronger in five years = Ind ustry will be weaker in five years

= Industry strength will be about the same in five years m Don't know/No opinion offered

* “The industry will continue to get stronger in the short term but pain
of further reductions in capacity will be required.”

* “Changing population demographics and continued digital impacts
mean the industry will continue to decline.”

Source: Interviews; Surveys
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Competitive disadvantages in
Wisconsin

Environmental regulations that in some
cases exceed federal standards/standards
iIn other U.S. regions

High labor/benefit costs
Transportation sometimes a challenge
Energy costs

University of Wisconsin-Stevens Point
College of Natural Resources



Competitive advantages in
Wisconsin

e Excellent workforce
* Good education system
* Geography
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Threats

* Continued digital displacement for
orinting/publishing papers

* Labor availability
* Perception that it's a dying industry
e Lots of competition for talent

* Technology substitution for basic products, e.g.
thermal/carbonless

* Demographics/slowing population growth

* Foreign competition




OPPORTUNITIES
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The Amazon effect

WISCONSIN
PUBLIC RADIO

Wisconsin and the World. nlp|r’

* Mills repositioning to
meet increased demand
for packaging
— Midwest Paper reborn

from former Appleton
Coated

A Fox Valley paper mill is back in action, complete with a sew same
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Printing and writing paper
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SPECIALTY PAPERS
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Specialty paper: labels
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Shelf markers by the billions
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Specialty paper: Food packaging
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Flexible packaging

Specialty paper

Image courtesy Verso
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Opportunities:
Is paper the new plastic?

Mazon"
aenreade Ons ne
»an I CyVeling new g

g Centeps reamlineg packs
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Food & Beverage  Pharmaceutical & Medical Device  Design & Concepts Machinery & /
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3 ways 'The Amazon Effect’ impacts protective packaging

By Rob Kaszubowski In Protective Packaging on October 17 2016

Acts of Faith

I'he latest Lent challenge for churches: Give up plastic
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THANK YOU FOR

YOUR ATTENTION

QUESTIONS?
COMMENTS?

|
WISCONSIN
PAPER COUNCIL

jJ Get in touch: Paul Fowler, WIST, UNSP
pfowler@uwsp.edu T. 715 346 3767

Ron Tschida, WIST, UWSP
rtschida@uwsp.edu T. 715 346 4266
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