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Summary of Findings and Recommendations

I ntroduction

In December of 1996, Louisana Governor Murphy J. “Mike’ Foster, by Executive
Order, established a Forest Products Industry Development Task Force to identify
opportunities for, and barriers to, growth and development in the value-added forest products
indudry in the State of Louisana. By fostering growth of existing companies, aswell as
encouraging corporate recruitment, the gods of the Task Force are to maximize the vaue of
Louisana sforest resources and to provide economic and employment opportunities for it's
ctizens.

The Task Force, jointly overseen by the Department of Agriculture and Forestry and
the Louisana Department of Economic Development is comprised of representatives from
industry, associations, government and academia. Task Force members were designated by
Kevin Rellly, Secretary of the Department of Economic Development and Bob Odom,
Commissioner, Department of Agriculture and Forestry.

This report isthe culmination of five months of effort by the Task Force. It containsan
overview of the wood productsindustry in Louisiana, adiscussion of current problems and
specific recommendations to improve industry competitiveness.

** Note that page numbers in parentheses indicate where each section is discussed in
Volume II: Full Report of Findings, Recommendations and Supporting Materials.**

Summary of Findings

P Saesin regions with abundant forest resources are devel oping approaches to stabilize rurd
economies and maximize economic contribution. Further development of the secondary
wood products industry in Louisiana can create employment opportunities and increase the
vaue of the state’ s forest resources. (pages 43-47)

P Research has shown that the secondary wood products industry in Louisiana has sgnificant
potentia for expansion and development. Louisianaranks low in adding vaue to its wood
product resources and in other productivity indicators relative to neighboring states with
smilar resource bases and industry structures. For example, for every dollar of output from
savmills, Louisiana creates an additiond $0.97 of value added. Thisis over 50 percent
lower than the average of $1.97 of value added for seven southern states. This indicates
that Louisana has potentia to add more value given its resource base and employee
productivity. (page 40)



P Asan example of potentia jobs creation, using Department of Commerce statistics, if the
household furniture sector in Louisiana could increase added vaue from the current $12.3
million leve to the average of the five lowest vdue-adding states in the South (Florida,
Alabama, Texas, Arkansas, Louisiand), or $235.2 million, Louisiana could support an
industry of an additional 5,735 new jobs. (page 41)

P The current educationd system in Louisana provides little in the way of work force training
and development appropriate for the needs of the state’ s value added forest products
industries. While there are programs under development in select locations for the pulp and
paper industry, largely developed by the industry for implementation in the technica college
system, there remains amgjor gap in the skills needed by today’ s forest products industry
sectors. (pages 5-13)

P A comprehensive promotiona and marketing program to increase the awareness, utilization
and gpplications for vaue-added wood products does not currently exist in Louisana.
(pages 14-21)

P Inorder for any successful effort to move forward, a state-level forest products sector
economic development initiative is necessary. Thisiinitiative must have strong government
leadership, interagency cooperation, adequate program funding and strong industry support.
State government at the legidative and executive levels must be committed to an industry
development program. (pages 43-47)

P The necessary infragtructure to facilitate secondary or vaue-added industry development is
in place. The foundation of the Task Force' s recommendationsis to utilize and enhance
what aready exigts. The key dement isimproved coordination and cooperation to achieve
goals and objectives. (pages 2-4)

Summary of Recommendations

The Governor’s Forest Industry Development Task Force (the Task Force) respectfully
submits the following recommendations to enhance secondary wood products industry
development in Louidana

L ouisana Wood Products Coor dinating Council (LWPCC) (pages 2-4)

A LouisanaWood Products Coordinating Council (LWPCC) should be formed to improve
and promote competitiveness of Louisianas secondary solid wood products industry.

The LWPCC would be comprised of mgority representation from industry. In addition,
academic and government members would represent anumber of agencies including the



Louisana Department of Agriculture and Forestry, the Louisiana Department of Economic
Development, the Louisiana Forest Products Laboratory in the Louisiana State University
Agricultural Center, the Louisana Furnishings Industry Association, the Governor’s Office
of Rurd Economic Development, the Louisiana Cooperative Extensgon Service and the
Louisiana Forestry Association.

Only industry representatives of the LWPCC would be voting members. Government and
academic representatives would be non-voting members.

A LWPCC chairperson from the secondary solid wood products industry would be
appointed by the Governor for atwo-year term.

Primary LWPCC clients would be companies in the secondary solid wood products
industry.

The LWPCC would be charged with the prioritization of projects and activities that support
secondary wood products industry development.

The LWPCC would provide oversight for three primary development areas, each of which
would be coordinated by existing agencies asfollows:

Employee and Management Training and Development: Louisiana Furnishings
Industry Association

Promoation and Market Development: Louisiana Department of Agriculture and
Forestry and the L ouisiana Department of Economic Development

Information and Research Support: The Louisiana Forest Products Laboratory at
the Louigana State Universty Agriculturd Center

Each of the coordinating agencies may have a particular expertise (i.e., the Louisana Forest
Products Laboratory in Research), but that should not be construed to mean that agency
would be the only one doing work in this area

The LWPCC would be charged with developing operating bylaws and a schedule of
meseting times and locations.

LWPCC funding would be established through new public funds dedicated to devel opment
of the secondary solid wood productsindustry. These funds would be channeled through
the Louisana Department of Economic Development and/or the Louisiana Department of
Agriculture and Forestry.

The LWPCC would require and review proposals for projects and services provided to
clients and approve or disgpprove the alocation of funds.



There would be no need for administrative funds for this council or any members on the
council, therefore, al funds need to be dlocated to specific projects. Each project would
require anticipated results to be clearly identified and the unit doing the work to be held
accountable.

Funding

$500,000 in new public funds would be appropriated annudly for five years for secondary
solid wood products industry development. Given a potentia increasein 5,735 new jobsin
the household furniture industry aone (if Louisiana can add vaue a the leve of the next four
lowest Southern states), this equates to a program cost of $436/job. ($2,500,000 over five
years divided by 5,735 new jobs).

These new public funds would be used to leverage additiond funding through outside grants
and contracts and industry support.

It is recommended that each coordinating agency develop afive-year strategic plan for ther
respective areas. The plan would include specific program eements, timetables for
implementation, benchmarks of success and progress and budgets. The strategic plans
would be reviewed and approved by the Coordinating Council.

For aframe of reference, Table 1 shows funding levels for wood products industry
development programs or projectsin various states. The higher numbers are part of
comprehensve legidated programs while lower figures are typicaly for discreet research
projects or sudies. In addition, thereisabrief description of effortsin the three most
progressive states, Kentucky, Oregon and Pennsylvania.

Tablel. Wood Products Industry Development Programs by State

State Funding Level

Arkansas $ 2,500,000
Oregon $ 2,250,000
Kentucky $ 1,000,000
Pennsylvania (Annual) $ 200,000
Georgia $ 200,000
Michigan $ 150,000
South Carolina $ 67,000
Tennessee $ 46,500
Total| $ 6,413,500

Average| $ 801,688




Kentucky: Along with other sate agencies and representatives from the forest products
industry, along range expansion and development plan was created in 1990 to be implemented
over afive year period. House Bill 417 crested the East Kentucky Economic Development and
Jobs Cresation Corporation. The corporation is budgeted $1 Million targeting wood industry
development activities for the five year period.

Oregon: An effort to stimulate forest sector development was the establishment in 1991 of the
Oregon Wood Products Competitiveness Corporation (WPCC). The WPCC was originaly
funded through the State Legidature at $2.25 Million but since 1993 became a private sector
program with funding supplied by participating wood products industry companies, grants and
contracts and fees for services. The WPCC’'smission isto assist the state' s secondary forest
products industry to become “the finest, most competitive vaue added producer in the world.”

Pennsylvania: With the support of the Governor and State Legidature, Pennsylvaniainitiated a
multifaceted aggressive hardwood initiative in early 1989 to eevate the economic yield of the
state' sforest productsindustry. This program was funded a $200,000 annualy. As aresult of
the hardwood initiative, Pennsylvania has secured severd mgor new hardwood companies and
increased employment at existing companies. In addition, millions of dollarsin state financid

ass stance has been provided to existing companies within the indudtry.

Major Areas of Programmatic Emphasis
Employee and Management Training and Development (pages 5-13)

The current educationd system in Louisiana provides little in the way of work force
training and development for the state€’' s vaue-added forest productsindustries. While there are
programs under development in sdect |locations for the pulp and paper industry, largely
developed by the industry for implementation in the technica college system, thereremainsa
major gap in the skills needed by today’ s forest vaue-added wood products industry sectors.

In order to reach as many owner/managers as possible, educationa and training
sarvices should be offered utilizing many media including seminars and workshops, computer
alded long distance learning, technica videos and others. In addition, outside expertise may
provide specidized machine and process training.

The establishment of comprehendve curriculainto a production management/operations
indtitute utilizing modular home study methods as well as programs of study at a*“center” would
aso serve as excellent recruitment incentives to attract new industry to the state. Such
programs would place Louisiana on par with other southern sates’ offerings to wood industry
companies. This program could be used in concert with such existing incentive programs as
Quick Start, the stat€' s current new or expanding company training offering.
Recommendations




The Louisana Furnishings Industry Association would be charged with coordinating
the development of a management and employee training programs tar geting the
secondary wood productsindustry.

1. Utilizeafacility located at the England Air Park in Alexandria as the cornerstone center of a
secondary wood products industry training and development program. The facility, located
in centrd Louidana, includes a building partidly equipped with woodworking machinery,
dust collection system, compressed air system, classrooms and adminigtrative aress. In
addition, dormitory facilities are available to house students in private rooms, food service,
recrestion, private police security, warehousing and many other amenities cregte aready
made dte that provides the flexibility and adaptability needed. England Air Park authorities
indicate that the facility could be further equipped and the building remodeled to provide
floor layout specifications to the lessors specifications. Also located on Site and available
through other resident organizations are classroom with full distance learning capabilities
including interactive compressed video and two way satellite capabilities. Complete state of
the art conference facilities round out the total package avalable a thisste. The dteis
idedly equipped to lower the start up cogts of such atraining facility and is centraly located
in the gate. This Site may be most appropriate for relative short-term training programs
sructured in modules which in total would last no longer than eight to ten weeks aswdl as
other short-term event specific and management training programs.

2. Themgority of Louisiana secondary forest products companies are located in two magjor
aress of the sate: 1) Baton Rouge and points east and; 2) concentrated around the Caddo-
Bosser parish areas. Because of these concentrations other training programs should be
considered which take advantage of the population dengtiesin the Baton Rouge-New
Orleans-Forida Parishes regions and Shreveport- Bosser metropolitan areas. Recognizing
this, investmentsin training programsin these areas may best take the form of a center
which is able to provide machine intensve training opportunities for a number of classroom
ingtruction Stes within the region.  Students would receive classroom ingtruction on various
types of machinery or processes at their respective schools and come to the center on
rotating schedules to receive hands-on machinetraining. It is recommended that two
training centers be established, one in each of these locations to be coordinated with the
School-To-Work program.

Promotion and M arketing (pages 14-21)

The goal of a promotional program for secondary wood productsindustry development
isto increase the awar eness, utilization and applicationsfor L ouisana value-added
wood products. The Louisana Department of Agricultureand Forestry (LDAF) and

L ouisana Department of Economic Development (LADED) would jointly be thelead
agencies to coor dinate the promotion and market development of the L ouisana
secondary wood productsindustry.



Such efforts may include but are not limited to advertising, reports, brochures, trade
missions, market studies and other activities designed to make customers and potentia
customers of Louisiana secondary wood products more aware of the availability and qudity of
such secondary wood products.

Specific recommended activities are:

1. Deveop anindudry interactive data base that will include extensive company data, trade

leads, buyer and sdller matchmaking capabilities and joint venture opportunities.

Maintain direct contact with other associations important to industry development marketing

program activities.

Deveop, publish and digtribute promationd literature for direct mail ditribution.

Develop ad copy for publication in trade magazines stressing Louisana finished products.

Promote vaue-added wood products through domestic and foreign trade shows.

Deveop and publish an industry newdetter for Louisanawith US and foreign digtribution.

(Trandated as appropriate)

7. Plan and conduct seminars for furniture industry decision-makers to provide an educationa

overview of vaue-added wood product benefits in furniture manufacturing.

Develop and produce a video on value-added industry in Louisana.

9. Collect and didtribute information regarding value-added wood products. Including pertinent
market data, trends, markets, statistics and research.

10. Incorporate incomplete existing programs and develop new approaches and programs to
meet the export objectives.

11. Conduct research to promote and better utilize value-added wood products in export
markets.

12. Develop a hardcopy and Internet catalog of Louisiana furniture and other vaue-added
wood product manufacturers.

13. Develop a public rdations & advertisng campaign directed towards the use of value-added
wood products such as furniture, flooring, paneling, moulding and millwork.

14. Organize & conduct trade missons.

15. Provide funding to help sponsor Louisiana company participetion at trade shows.

N
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Information and Resear ch Support (pages 23-24)

I nfor mation maintenance and resear ch support arerequired to support all areas. The
L ouisana Forest Products Laboratory would take the lead role in coordinating the
collection and maintenance of research and information about the L ouisiana secondary
wood productsindustry including, but isnot limited to, industry information, industry
markets, compliance and safety issues, workman’s compensation issues and the
industry work force.

10



Specific activities that contribute to the research effort may include but are not limited to:

Surveys of firms, workers, customers and others with information relevant to the secondary
wood products indudtry.

A periodic census of secondary wood products producers.

Publications and reports on the relative competitiveness of Louisanas secondary wood
products industry.

Computerized databases of market, product, production and other relevant information.
Domedtic and international market devel opment research.

Research on regulaory issues facing the indudtry in the areas of environmenta and safety
compliance including the cogts for environmenta regulation and monitoring compared to
neighboring states.

Research on industry- specific workman's compensation issues.

Summary
The State of Louisianaiswell pogtioned with an exigting infrastructure of expertise to
execute a vaue-added wood products industry initiative. The recommendations of the Task

Force draw upon this expertise to craft a development program that has a significant probability
of success.
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I ntroduction

Research has shown that the secondary wood products industry in Louisana has
sgnificant potentid for expanson and development. Relative to neighboring states with smilar
resource bases and industry structures, Louisanaranks low with regard to many productivity
indicators and in the State' s adding of vaue to its wood product resources.

In December of 1996, Louisiana Governor Murphy J. “Mike” Foster, by Executive
Order, established a Forest Products Industry Development Task Force to identify
opportunities for, and barriers to, growth and development in the value-added forest products
indugtry in the State of Louisana By fogtering growth of existing companies, aswell as
encouraging corporate recruitment, the goals of the Task Force are to maximize the vaue of
Louisana sforest resources and to provide economic and employment opportunitiesfor it's
citizens

The Task Force, jointly overseen by the Department of Agriculture and Forestry and
the Louisiana Department of Economic Development is comprised of representatives from
industry, associations, government and academia. Task Force members were designated by
Kevin Rellly, Secretary of the Department of Economic Development and Bob Odom,
Commissioner, Department of Agriculture and Forestry.

This report isthe culmination of five months of effort by the Task Force. It containsan
overview of thewood products industry in Louisana, adiscussion of current problems and
gpecific recommendations to improve industry competitiveness.

Following are some key terms referred to in this document. It isimportant to note that
the focus of this effort is on the secondary or value-added solid wood products sector in
Louisana. It does not include primary wood products nor does it include pulp and paper
products.

Manufacturing: means the physical transformation of a product from one form to another while
adding vaue.

Louigana firm: means firmsthat are located within Louisana and conduct manufacturing
operationswithin Louisana

Primary wood products. means logs, cants and commodity grades of lumber as recognized by
the Southern Forest Products Association and commodity grades of plywood, waferboard,
oriented strand board and similar building panels as defined by the American Plywood
Association.




Secondary wood products: means intermediate components or finished products with a
minimum 50 percent solid or recongtituted wood based on volume or vaue, but not including
primary wood products. “ Secondary wood products’ isthe result of the physical dteration of
the wood input by a change in the dimension or shape, the chemica compostion, the physica
appearance or other physical properties of the wood input.

This report and recommendetions covers the following aress.

1. Recommended action plan to advance value-added wood products industry devel opment.

2. Productivity and vaue-added comparisons between Louisiana and other wood products
competing states.

3. A discussion of criteriafor successful vaue-added wood  products industry growth and

development.

An overview of the forest resource in Louisiana

A discussion of the solid wood forest products industry in Louisiana.

6. Other issuesthat impact the industry.

o &



Task Force Recommendations

The Governor’s Forest Industry Development Task Force (the Task Force) has
developed the following recommendations to enhance secondary wood products industry
development in Louisana

Establishment of a Coordinating Council

The Task Force recommends that a coordinating entity called the Louisana\Wood
Products Coordinating Council (LWPCC) be established to improve competitiveness of
Louisianas secondary wood products industry. The LWPCC would be comprised of
representatives from industry, government and academiaincluding the Louisiana Department of
Agriculture and Forestry, the Louisiana Department of Economic Development, the Louisana
Forest Products Laboratory in the Louisana State University Agricultura Center, the Louisana
Furnishings Industry Association, the Governor’s Office of Rural Economic Devel opment,
Louisana Cooperative Extenson Service, Louisana Forestry Association and utilities and/or
other service companies.

The primary misson of the LWPCC would be to facilitate communication and coordination in
furthering industry development.

The LWPCC will be charged with 1) identifying and addressing the needs of existing
and potentia firms in the secondary wood products industry and 2) facilitating cooperation
among existing agencies and programs to promote industry development. The LWPCC,
working in conjunction with lead agencies would coordinate devel opment of a comprehensive
strategy for addressing competitiveness.

In addition to council meetings, the LWPCC would sponsor meetings, focus groups,
conferences and other forums to bring representatives of the industry together to discuss
common problems, exchange information and develop cooperative means for improving
production, technology, marketing, work force training or other issues of concern.

Major Areasof Programmatic Emphass

The LWPCC would be coordinate three primary components, each of which would be
coordinated by an existing agency. A full discussion of recommendations for each areacan be
found in the next section.

Employee and Management Training and Development: L ouisana
Furnishings Industry Association

Promotion and Market Development: Louisana Department of Agriculture
and Forestry and L ouisana Department of Economic Development
Information and Research Support: Louisana Forest Products Laboratory
at the L ouisana State University Agricultural Center



In addition to these areas of emphas's, the Task Force has identified a number of issues
that have broader impact on industry in Louisiana beyond the scope of the secondary wood
products sector. These additiond issues and concerns are discussed in the next section of the

report.

Each of the three mgor program areas of emphasis, Employee and Management
Training and Development, Promotion and Marketing and Research are discussed in depthin
the following sections.

Employee and M anagement Training and Development

The Louisana Furnishings Industry Association (LFA) would be charged with
coordinating the development of a management and employee training programs targeting the
secondary wood products industry. A summary of LFIA programs and capabilities can be
found at the end of this section.

An Assessment of Louisiana’s Current Wood Products Value Added Training and
Development Programs

The current educationd system in Louisana provideslittle in the way of work force
training and development appropriate for the needs of the state’' s value added forest products
industries. While there are programs under development in select locations for the pulp and
paper industry, largely developed by the industry for implementation in the technica college
system, there remains amgjor gap in the skills needed by today’ s forest products industry
sectors.

1. Many high schools have abandoned woodworking programs.
2. High school courses that remain face anumber of problems:
a lack of centralized source for ingtructor guidance
d. antiquated textbooks
¢. minimd, old shop equipment
d. lack of project materias
3. High school courses present little or no information on career opportunities.
4. Few trade schoolsin the state offer viable carpentry or furniture building programs.
5. A survey of in-date furniture builders indicates thet very few had attended high school
or trade schooal training programs.

1. Many high schools have abandoned woodworking programs. Increasing drop out rates and
decreasing average test scores suggests that we have been devel oping a student population with
adecreasing potentia for successin career paths requiring college or higher levels of education.

Curricula preparing students for non-professond careers, including carpentry and furniture



building, have not responded to the potential demand for trade schoal training. Instead courses
in woodworking and furniture building have regressed at both the high school and trade school
levels

The growing need for non-professond training would be more gpparent if more
sudents failed to meet entrance requirements at the college levd. Instead, students are
accepted with the requirement that they successfully complete remedia coursesin mathematics
and English. The numbers of such remedia courses have swelled. Many students take these
same courses severd times before mastering the material. Others never do.

A perggting stigma continues to be atached to the perception of pursuing a non
professond career path.  Students retain the belief that successful completion of a college
curriculum is a panacea for a successful and financidly rewarding adult career.

2. High school courses that remain face a number of problems:
a Indructors have no centralized or regional source of guidance.

Ingtructors at the few remaining high schools that offer woodworking courses fed very
isolated. Thereisno one ese on the faculty working in their subject area. Further,
these ingtructors often can not locate a cohort a another school in their area. They also
function without any centralized regiond or statewide office or person they canturn to
for indructiond guidance.

b. Text books are antiquated.

Textbooks are out of date. Although many methods and techniques have not changed,
the text, examples and tooling references often are decades out of date. Instructor guides and
assstance manuds are nonexistent.

¢. Minima, old shop equipment is the norm.

The remaining high school woodworking shops typicaly have only the most basic items
of equipment. That equipment is usualy very old. It often isin need of repair which could make
it dangerous to operate and unrdiable. Instructors are constantly seeking used equipment that
someoneiswilling to donate. Such machinery istypicaly not in working condition. Further time
is spent by the ingtructors trying to locate outdated replacement parts.

d. Lack of project materids

Funds for the purchase of materials for class projects are among the lowest priorities at
most schools the till offer awoodworking course. Students frequently must spend their own
money to purchase lumber and hardware for the project of their choice.

The materids that are available will generdly include plywood rather than hardwoods.



Project sdlection is further impaired by the lack of quality materids. Classes often
are reduced to building bookcases and shelving for other classrooms.
3. High school courses present little or no information on career opportunities.

Since there are no statewide guidelines, there is no assurance that the remaining high
school woodworking courses will offer any developed materid or ingruction informing students
of career opportunitiesin our state's secondary wood products industry.

The ungpoken impression that students receive is that there must not be much
opportunity based on the apparent low instructiond priority suggested by the outdated
textbooks, mafunctioning machinery and nonexistent quality project materids. Conversdly, the
students attend other prioritized classes with modern texts and computers.

4. Few trade schoolsin the state offer viable carpentry or furniture building courses.

The number of state trade schools offering woodworking curriculums has dso
regressed. The programs that continue are sometimes a shadow of the high quality programs
that were once offered.

5. A survey of in-state furniture builders indicates that very few had attended high school or
trade school training programs.

A number of Louisiana Furnishings Industry Association furniture building members
were questioned regarding training they had received to prepare them for the smadl businesses
they now operate. With few exceptions, these membersindicate that they had neither high
school or trade school classes. Their typical source of education was arelétive, an introductory
leve job at awoodworking shop followed by sdf taught adherence to methods and techniques
collected from woodworking magazines and trade journds.

Inlight of these factsit is amazing to find that our state has 600- 700 small woodworking
companies, some of which have grown over the years to employ well over a hundred
employees. Thisindusiry seemsto be developing in spite of, rather than because of the
attention it has received to date. One must wonder what might it be, or could it become should
it receive the focus of any concerted economic development effort.

Severd atempts have been made to develop programs; to date these efforts have
largely failed to develop any programs which have continued beyond the first class. Lacking a
high profile industria and political presence, these efforts have been unsustainable. In fact, much
of the equipment and staff associated with these programs are no longer available. Many of the
programs were construction industry-oriented and with the demise of the construction indusiry
in the mid- 1980s much of the equipment was sold off and staff reassigned.

In addition, with a primarily construction orientation, there is reason to question whether
the structure of previous training programs would have been adequate for val ue added wood
processing and manufacturing operations. Further, with competition for scare educationa



resources from other higher profile industry segments such as petro-chemica and gaming, the
opportunity for value added wood industry educationa programs may smply have been
overlooked. Regardless of the reasons for the current state of value added wood industry
training programsin Louisiana, in order for Louisiana s vaue added wood products companies
to be able to be competitive in the marketplace gppropriate training of the work force must
become a priority.

However, based on primary and secondary forest products industry hiring intention
surveys conducted by the Louisiana Forest Product Laboratory (LFPL) (VIosky et a. 1995)
the number of new employees forecasted over the next 2-4 years totals nearly 4,000 positions.
Given this employment demand, as estimated by survey respondents, the need to develop and
sudtain training programs for the forest products industry isimmediate and critica.

Trainingin Other States

The emphasis on training for value added forest products industries as a primary tool of
enhanced industry competitivenessis demonstrated by severd states. In anationd survey of
gtate’ swith forest products industry development programs conducted by the L ouisiana Forest
Products Laboratory (LFPL) (VIosky et a, 1995), |abor training was one of the top three
issuesin virtudly every date participating in the survey.

Thelevel of commitment varies from state to state with most states undertaking
sgnificant programs for industry improvement. For example, Oregon has dedicated
apoproximately $1million for value added forest products industry labor training to dleviate
unemployment and enhance that state’' s value added forest products industries competitiveness.
Fox Vdley Junior College in Michigan has developed an extensive wood products training
curriculum as have schools in Mississppi, Kentucky, North Caroling, Virginia, and Pennsylvania
to name but afew. The Architecturd Woodworking Ingtitute, a nationd professond
architectura association, is currently reworking its gpprenticeship program in response to its
members needs for updated |abor training programs in order to remain competitive.

Training Dimensons

While the need for trained new employees has been demonstrated, other training areas
must aso be addressed. For example, many Louisiana wood products company executives
report a need for skills upgrade of existing employees. With the advent of computersin the
workplace, ever increasing environmenta and labor regulation as well the growing diversity of
the workforce many of Louisana s small vaue added wood products companies find it near
impossible to remain abreast of these rapidly changing workplace issues. Further, because of
the structure and complexity of Louisiana s educationa system there seemsto be a great ded of
confusion about how to get the training needed at the time needed in the place needed. In
essence, existing educationd systems have been unable, because of structure and regulation, to
mest the needs of thisindustry.



Many companies report the need for speciadized equipment or processtraining. Again,
the current educationa system has been unable to provide the flexibility and diversty of training.
In many cases, this may be the result of lack of knowledge about where to locate or outsource a
particular expertise, or perhaps, because of alack of communication between education and
indugtry.

Again the emphasis should be placed on how to deliver gppropriate multi-dimensiond
educationa and training services to the value added wood products industry.  This training must
aso be able to service the needs of avariety of sectors from which new trainees may be drawn.
For example, out-of-school unemployed youth represent one possible pool of trainable labor,
high school students involved in school to work programs another, adults changing careers yet
another, adults coming into the work force for the first time still another. These groups have
different needs and require varying training schedules or needs as well as facility support.

In addition, current owner/managers have indicated a need for management and
marketing skills aswell astechnicd training in computers and other technology intensive ills.
Such training may require distance learning and other innovetive techniques which require
sgnificant coordination between existing agencies in order to effectively ddiver the service.

Add to this the need for specidized and advanced machinery training opportunities for
exiging employees and the need for avery flexible, yet industry specific, training program
becomes very apparent. While the requirements of much of the training needs to be industry
specific, there are various agencies in secondary and post secondary education capable of
providing technica support for curriculum development and in some cases technology and
fadilitiesfor service delivery. The difficulty remainsin the coordination of programs and
program elements.

While the need for flexible and innovative methods of educationd service ddivery is
imperetive, in generd, the broad nature of the basic skills training required for new hiresfdls
within the ream of relaively inexpensive and generdized equipment. Research conducted by
Drs. Harding, Vlosky and Gazo at LFPL, LSU Baton Rouge indicates thet virtudly al
secondary vaue added forest products companies in Louisana utilize the same twenty to thirty
bas c machines with alimited number of additiona specidized machines used in specific
ingtances. Thisindicates that most of the state’ s value added wood industry sectors could
eadily be served from alimited number of training centers.  Consequently the funds needed to
dart an adequate training program would be smal when compared to the requirements of other
capitd intensive industry sectors.

In order to reach as many owner/managers as possible, educationd and training
services may be offered through various media including seminars and workshops, computer
aded long distance learning, and technica videos, to nameafew. In addition, outsourcing of
experts to provide specidized machine and process training can aso be utilized.



The establishment of comprehensive curricula into a production management/operations
indtitute utilizing modular home study methods, as well as programs of study & a*center”, would
a0 serve as excdlent recruitment incentives to attract new indudtry to the state. Such
programs would place the state on par with other Southern states' offerings to wood industry
companies. This program could be used in concert with such exigting incentive programs as
Quick Start, the gate' s current new or expanding company training offering.

Recommendations

The Louisana Furnishings Industry Association be charged with coordinating the
development of a management and employee training programs targeting the secondary wood
products industry.

The following recommendations are made under the current status of the educational
sydemin Louisana. However, because there may be significant changes in the near future to
the structure of Louisand s educationd infrastiructure in an effort to reduce redundancies and
inefficiencies in that system, these recommendations must be considered as tentative. Even with
the foregoing cavest, the need to focus a sustainable educationd effort on existing labor,
owner/managers and potentia new industry employees remains critica and immediate. Figure 1
shows the proposed structure for a vaue-added wood products industry training program. The
main point isthat it would be comprehensive and would draw upon the expertise and support
that currently exigsin the State.

Figurel. Training and Development Structure
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Task Force members visited afacility located at the England Air Park in Alexandria.
Thefadility, located in centra Louisiang, indludes a building partidly equipped with
woodworking machinery, dust collection system, compressed air system, classrooms and
adminigrative areas. In addition, dormitory facilities are available to house sudentsin private
rooms. Food service, recreation, private police security, warehousing and many other amenities
cregte aready made Site that provides the flexibility and adaptability needed. England Air Park
authoritiesindicate that the facility could be further equipped and the building remodeled to meet
the required specifications.

Also located on Ste and available through other resdent organizations are classroom
with full distance learning capatiilities, including interactive compressed video and two way
satellite cgpahilities. Complete sate of the art conference facilities round out the total package
avalable at thisgte. The dteisidedly equipped to lower the start up costs of such atraining
facility and is centraly located in the Seate.

This particular location may offer an especidly dtractive training/education incentive to
out- of- state wood products companies consdering locating in Louisiana, especidly those
locating north of Interstate 10. This Steis gppropriate for short-term training programs
gructured in modules which, in tota, would last no longer than eight to ten weeks aswell as
other short-term event specific training programs.

However, of concern is the preponderance of Louisiana secondary forest products
companies located in two mgjor areas of the state. Because of these concentrations, other
training programs should be considered to serve secondary wood products companiesin the
Baton Rouge-New Orleans-Horida Parishes region and Shreveport-Bossier metropolitan area.
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These industry concentrations occur because of very short product distribution channels
for Louisana secondary wood products. Recognizing these influences, one center whichisable
to provide machine intensive training opportunities could serve anumber of classroom
ingruction sites within each region. Students would receive classroom instruction on various
types of machinery or processes at their respective schools and come to the center on rotating
schedules to receive hands-on machine training.

Industry groups or industry concentrations which lend themsalves to easy access and
communication to serve asintern or apprenticeship Sites, aswell loca placement opportunities
for new employees after completion of along-term training program such as “school to work”
or other distributive educational student programs, may be the most appropriate Strategy for
these Sites.

Given the current structure of Louisiana s educationd system, a dichotomous structure
such as proposed here offers maximum flexibility and access to many resources at aminimal
start-up and operating cost. The key isthe ability of the system to provide a cornucopia of
training programs by developing a network of resources available to accomplish avery complex
mission of training and coordination. The proposed program provides an opportunity for al
aspects of Louisand s educationa system to be focused on a broad base of industry training
needs. This system could serve asamodd for future training and development efforts as other
industry development opportunities are discovered.

The totd program creates an educationd vaue which greatly exceeds the cost to
implement the program. While a complete proforma has not been developed for this proposa,
thefact of the inherent flexibility and adaptability of the proposed programs through the
application of network concepts and modular curriculum structures indicates that the value to
the State of Louisianain the establishment of such a program would be immense.
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An Overview of the Louisiana Furnishings Industry Association

The LF A currently offers:

5,000 sguare foot Ponchatoula showroom open 7 days aweek for sales, display and
references

Member store featuring member’s lumber and supplies available only to other members at
priceswell below retall

Lake Charles showroom (opening Fal *96)

Louisana Furnishings and Art Showcase & Trade Show held in conjunction with the New
OrleansHome & Garden Show every March. Over 100,000 attendees, designers,
decorators and dealers see and buy member’s products. Members save $400 off the
Home & Garden Show promoter’ s standard booth prices

Full color member product catalog available a showroom and on the Internet

Monthly newdetter

Educationd seminars held throughout the state

Grant funds from federd, State and private sources to help fund various members services
Member grant application assstance and/or grant administration

Publicity of members and their productsin al mediawithin and outside the State

Monthly meetings

Interaction with statewide designer and decorator community

Interaction with local and state government offices and departments to encourage support
for Louisiana Forest Products and Furnishing Indusiries

Coordination and networking with members to exchange ideas and to do cooperdtive
production to meet contract quantity, deadline or specia needs specifications

Benefit and sarvices that will soon be available:

Additiond showrooms. Loceationsin Ruston, Natchitoches and Sidell are currently being
evauated

Statewide credit card charging and fund verification to facilitate member sales
Statewide and showroom financing on high vaue purchases

Lay-a-way purchase plans

Supplementa hedth insurance

Workmen's Compensation insurance

Hedlth insurance

Generd liability insurance

Business vehicle insurance

Business property and equipment insurance

Woodworking classes for members and non-members

Labor training courses

Booth fee subsidy for members participating in out-of- state trade shows
Additiona products available through member store
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Promotion and Marketing

The second area of emphasisis promotion and marketing of the secondary indugtry in
locdl, regiond, naiond and international markets. Following isabrief overview of how
Louisiana secondary producers currently market their products, a discussion of the marketing
and promotion eements that would lend themsdves to industry promotion, and alist of
recommended activities.

The Louisiana Department of Agriculture and Forestry and the L ouisiana Department of
Economic Development would jointly be charged with coordinating the devel opment of
promotion and market devel opment programs targeting the secondary wood products industry.
A summary of these agency programs and capabilities can be found at the end of this section.

Distribution Channelsand M arkets Served

Almogt two-thirds of 1995 L ouisiana secondary manufacturer sales were made directly
to customers or end-users (Figure 1). Given the smdl sze of most companies, and the fact that
only 2% of respondents have a budget dedicated for marketing activities, it is no surprise that
such alarge percentage of sdes are made directly to customers. Thisis consstent with a 1994
Louisana Forest Products Laboratory study which found that nearly 65 percent of Louisiana
secondary wood products producers market their products within a 250 mile radius, avery
limited market. Beyond direct sdes, the remaining ditribution channels, in order of importance
are digtribution intermediaries, retailers and home building contractors.

Figurel.
Distribution Channels

Percent of 1995 Sales
(n=143)

Direct to Customers
64‘2%

Furniture Galleries
1.9%

Other 2.8%

Home Building Contractors

) 8.9%
Distribution Intermediaries Retailers

11.1% 11.1%
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Looking at market scope another way, avast mgjority of companies market their
products in Louisiana, with very few occurrences of respondent companies sdling productsin
internationa markets (Figure 2). Asis expected, larger companies tend to have a greater
market reach into other U.S. states and into export markets. A comprehensive industry
promotion initiative can help expand Louisana forest product sales to both Louisiana and non
Louisiana customers.

Figure 2.

Markets for Louisiana Secondary
Wood Products Producers

Percent of 1995 Sales
(n=147)

In Louisiana 79.0%

Out-of US 1.0%
Out-of-State 20.0%

In addition to company Sze factors, respondents were asked if there were any other
factorsthet led them to sell their products to customers outside of Louisiana. Conscious
decisons are being madein thisarea. The desire to soread risk and diversfy markets
geographically was the number one cited reason. Economics aso play arole. The ability to
recalve higher prices from out- of- state customers was acknowledged by some respondents. To
alesser extent, insufficient in-state demand and ease of doing business out- of-state were cited.

Promotion

Word-of-mouth was the only promotiona method cited by study respondents with a
ranking above 3.0 on a 5-point scale of importance (Figure 3). Thisis consstent with studies
conducted on the secondary wood products industry in Louisiana and the hardwood dimension
industry that found that word- of-mouth was the most cited promotiona method (VIosky et d.
1994; Vlosky 1996). A comprehensive set of promationd activities including tradeshows,
direct mail and eectronic media hold promise to increase awareness for Louisiana products.
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Figure3.

Methods of Promotion

Mean Levels of Importance
(n=150)

Word of mouth
Distributor support
Sales representatives
Tradeshows
Catalogs

Direct Mail

Magazine ads

Trade magazines
Newspaper ads
Radio

Scale: 1=Very Unimportant to 5=Very Important

Industry Promotion-An Overview
Introduction

Industry promotion is only one aspect of the entire industry development Strategy and
must be integrated with other components in order to achieve strategic goas. Modern marketing
cdlsfor more than developing good products, pricing them attractively, and making them
accessible to target customers. Companies in the Louisana vaue-added forest products
industry must dso communicate with their present and potentid customers.

The Promotion Mix

The promotion mix gppropriate for industry development consists of three mgjor tools:

Advertisng:
Any paid form of nonpersonal presentation and promotion of ideas, goods, or services by an
identified sponsor.

Direct Marketing:
Use of mail, telephone, and other nonpersona contact tools to communicate with or solicit a
response from specific customers and prospects.
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Public Relaions & Publicity:
A variety of programs designed to promote and/or protect a company'simage or its individua
products.

Potential Communication/Promotion Tools
Print and broadcast ads
Brochures
Informationa Booklets
Directories
Reprints of articles
Audio-visud maerids
Symbols and logos
Trade Show Exhibits
Speeches
Seminars
Industry Reports
Sponsorships
Publications
Community relations

Promotional Media and Activities

Although the message is vita to promotiona success, an equaly important factor isthe
medium through which it is presented. One decison is whether to use trade publications, direct
mail, eectronic mediaor al three. Sdection of particular mediaaso involves budgetary

congderations.

Direct Maill Promotion

Direct mail ddivers the promotion message first-hand to selected individuas. Possble
mailing pieces range from aletter to alengthy brochure. Direct mail can accomplish dl of the
mgor promotion functions, but its red contribution isin delivering the message to aprecisdy
defined set of prospects. Direct mail is commonly used for industry image promotion, product
and service promotion, and specid marketing or industry devel opment needs.

Direct mail is aviable promotion medium when potentid targeted customers or business
partners can be clearly identified and easily reached through the mail. It can be awasteful
medium if the progpect ligts are S0 generd in nature that it is difficult or impossbleto find a
common denominator among the prospects.
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Exhibits and Trade Shows

Mogt industries stage a business show or exhibition annually to display new advances
developments in the industry. Some recently published figuresindicate that total attendance a
8,000 trade shows approximated 31.5 million, that 91,000 firms displayed their merchandise to
potentia buyers, and that firms were reported to have spent $7 billion in order to exhibit.
Generdly, sdlers present their products and servicesin booths visited by interested industry
members.

A trade-show exhibit offers a unique opportunity to publicize asgnificant contribution to
technology or to demonstrate new and old products. An effective sdlling message can be
delivered to ardaively large and interested audience a one time.

Catalogs

Suppliers of products can develop cata ogs describing their products and potential
gpplicationsto likely buyers. Catalogs are an efficient way companies to generate sdes.
Catal ogs can be a powerful promotiond device; if properly distributed, can be on the shelves of
every important potentia buyer or client in theindustry. Catalogs are aform of direct
marketing. They generaly contain enough information for the reader to make a purchase. In
effect, agood cataog is like having a sdesperson in the buyer's office a dl times. In addition,
the cataog will supplement Persond sdlling by providing information between sdes cals. Some
business marketers find that catalogs may in fact subgtitute for a salesperson or arepin
peripheral market aress.

Summary

Managing the promotion program begins with the determination of promotion
objectives, which must be written and which must be directed to a pecific audience. Once
objectives are specified, funds must be allocated to promotion efforts.

Promotion messages are created with the understanding that the potentid client or
customer’ s perceptua process will influence receptivity to the message. The most effective
apped is onethat projects product benefits sought by the targeted buying influentid.

Promotion media are selected on the basis of their circulation and effectiveness, that is,
how well their audience matches the desired audience of buying influentids. Direct mail places
advertisements in the hands of precisaly defined audiences. Findly, promation effectiveness
must be evaluated againgt the communication objectives established for the promotion
campaign. Recognition, awareness, attitudes, and intention to buy are typica measures of
busi ness-to- business promotion performance.
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Recommendations

The god of apromotiona program for forest products industry development isto
increase the awareness, utilization, and applications for Louisana vaue-added wood products.
Jointly, the Louisana Department of Agriculture and Forestry and the L ouisiana Department of
Economic Development would coordinate the promotion and market development of Louisana
secondary wood products.  Such efforts may include but are not limited to advertising, reports,
brochures, trade missions, market studies and other activities designed to make customers and
potential customers of Louisiana secondary wood products more aware of the availability and
quality of such secondary wood products. Efforts could aso include promoting specia qualities
and properties of secondary wood products in contrast to competitive products manufactured
from nonrenewabl e resources.

Specific recommended activities are:

1. Deveop anindustry data base that will include extensive company deta, trade leads, buyer

and sdller matchmaking capabilities and joint venture opportunities.

Maintain direct contact with other associations important to industry development marketing

program activities.

Deveop and publish promotiond literature for direct mail distribution.

Develop ad copy for publication in trade magazines stressing Louisiana finished products.

Promote vaue-added wood products through domestic and foreign trade shows.

Deveop and publish an industry newdetter for Louisanawith US and foreign digtribution.

(Trandated as appropriate)

7. Plan and conduct seminars for furniture industry decision-makers to provide an educationa

overview of value-added wood product’ s benefits in furniture manufacturing.

Develop and produce a video on value-added industry in Louisana.

9. Collect and digtribute information regarding value-added wood products. Including pertinent
market data, trends, markets, statistics and research.

10. Incorporate incomplete existing programs and devel op new approaches and programs to
meet the export objectives.

11. Conduct research in promotion and greater utilization of vaue-added wood productsin
export markets. Consultants may gathers, analyzes and prepares market information as
requested by SIC category.

12. Develop acatdog of Louisiana furniture and other value-added wood product
manufacturers.

13. Develop a public reations & advertisng campaign directed towards the use of value-added
wood products for interior gpplications, including furniture, flooring, paneling, moulding,
millwork.

14. Organize & conducted trade missons.

N
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©
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15. Funding to sponsor companies at trade shows (offset costs).

L ouisana Department of Agriculture and Forestry

The following is adescription of the Louisana Department of Agriculture and Forestry’s
respongbilities and activities and how they relate to the concerns and needs of the Governor’s
Forest Industry Development Task Force.

The Louisiana Department of Agriculture and Forestry was created in accordance with the
provisons of Article IV, Section 10 of the Condtitution of Louisana The commissioner of
agriculture and forestry heads the department and exercises al functions of the state relating to
the promotion, protection, and advancement of agriculture and forestry, except research and
educationa functions expresdy alocated by the condtitution or by law to other state agencies.
Seven offices operate within the department: the Executive Office; the Office of Agricultural and
Environmental Sciences; the Office of Agro-Consumer Services, the Office of Anima Hedth
Sarvices; the Office of Forestry; the Office of Management and Finance; the Office of
Marketing; and the Office of Soil and Water.

The Office of Forestry and the Office of Marketing conduct programs and activities reating to
the interests expressed by the Governor’ s Forest Industry Development Task Force. The Office
of Forestry’s mission isto protect, conserve and replenish the forest natural resources of the
date. The misson of the Office of Marketing is to promote the development and growth of
markets for Louisana agricultural and forestry products and to devel op the channels of
distribution through which these products are sold.

Activitiesinclude general market promotion, product directories, promotiona brochures, trade
shows, sdes missons, reverse trade missons, industrid recruitment, business start-up and
indudirid expangon assstance, financing, technical and marketing information, legidative
representation and assistance, governmental assistance and policy needs, coordination, and any
other needs relative to agri-forestry industries, the Commissioner and the department.
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L ouisiana Department of Economic Development

The Louisana Department of Economic Development (DED) is the state agency charged with
promoting, protecting, and enhancing the economic interests of al Louisanians. To accomplish
itsmisson DED utilizes awide array of programs and incentives. These include marketing,
advertisng, specid promotions, financia and managerid assstance, plus the various tax
incentives enacted by the legidature. Mgor operating entities that may affect the wood products
industry are described below.

Office of the Secretary

Small Business Bonding Assistance Commission

This commisson adminigters the Louisana Smal Business Bonding Assstance program. The
program provides guaranty bonds to small business contractors who have been accredited
through the Louisiana Contractor Accreditation Indtitute.

Office of Commerce and Industry

Financial Incentives Division

The Financid Incentives Division is responsible for the adminigrative handling of the economic
development incentives of the state. Programs include: the Industrid Ad Vaorem Tax
Exemption, Enterprise Zones, Restoration Tax Abatement, Industry Assistance, Corporate Jobs
Tax Credit, Industria and other programs.

National Marketing Division

The Nationa Marketing Divison markets Louisana s advantages as a business and indudtria
location to executives throughout the other contiguous 47 states. The divison dso helps
Louisiana entrepreneur, businesses and industries start up and expand by providing business
owners with information on tax incentives and sources of technica and financia assstance from
both governmenta and private sectors. It can also serve as aliaison between the business
community, Sate agencies and loca economic development alies. In addition the Divison can
open doors for Louisiana companies to network with one another to achieve cost savings and to
obtain access to new technology, training, and matchmaker (Buy Louisiana) opportunities.

International Trade Division

The Internationa Trade Divison provides guidance to Louisanafirmsinterested in exporting
goods or services oversess.
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Office of Policy And Research

The Office of Policy and Research supports Departmentd activities through research and
information resources. It is responsible for conducting target industry studies; monitoring
economic trends, issues and opportunities; identifying innovative approaches to economic
development; anadyzing Louisand s economic development infrastructure; and providing
targeted research for specific recruitment proposals.

L ouisana Economic Development Corporation

Thisisthe investment review board for financia assistance programs administered by the
Department. It alows for comprehensive assistance to be offered to new and small Louisana

businesses. Programs administered by the Corporation are intended to stimulate the creation of
venture cgpital and other forms of innovative financing in order to facilitate the development of

smdl busnesses.
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I nformation and Resear ch

Research is an umbrella requirement that would support dl areas of emphasis. The
Louisana Forest Products Laboratory (LFPL) would take the lead role in developing and
maintaining information and coordinating research regarding the L ouisiana secondary wood
products industry. An overview of the LFPL can be found at the end of this section.

Areas of emphasis may include genera industry information, industry markets,
compliance and safety issues and workman's compensation issues. Specific activities that
contribute to this effort may include but are not limited to:

Surveys of firms, workers, customers and others with information relevant to the secondary

wood products industry.

A periodic census of secondary wood products producers.

Publications and reports on the relative competitiveness of Louisianas secondary wood
products industry.

Computerized data bases of market, product, production and other relevant information.
Domedtic and international market development research

Research on regulaory issues facing the industry in the areas of environmental compliance,

safety, etc.
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L ouisana Forest Products L aboratory

LSU Agricultural Experiment Station
L SU Agricultural Center
Baton Rouge, Louisiana

Background

The Louisiana Forest Products Laboratory (LFPL) was established in June 1992
through Legidative dlocation of sate fundsto the LSU Agriculturd Center in responseto a
need to help increase the manufacturing of value added forest products.

LFPL Framework

All except one member of the LSU faculty and staff on 100% research gppointments.
Louisana Tech' s faculty has split gppointments between teaching and research. To fulfill
LFPL’s misson, however, research must be combined with outreach effortsin cooperation with
the LSU Agriculturd Center’s Cooperative Extension Service and with educationd activities
associated with graduate students. The framework, therefore, includes al three areas of
research, outreach and education.

Mission Statement

The Louisana Forest Products L aboratory was created to enhance the wise use of our
forest resources by helping Louisiana forest products industries expand production of value-
added products become more competitive in the marketplace and increase employmert
opportunities.

CURRENT PROGRAM AREAS

Program Area: ENVIRONMENTAL & SAFETY PROGRAM
Provide information that will enhance worker productivity and safety, and mill efficiency while
minimizing detrimental environmenta effects

Program Area: MARKETING AND ECONOMIC DEVELOPMENT

Conduct marketing and economic development research in the forest products industry in
Louisanato identify opportunities for sustainable industry growth, increased rurd employment
and enhancing the vaue of the State's forest resources.

Program Area: PROCESSING TECHNOLOGIES

Conduct research in forest products processing to improve raw material qudity, product
performance characterigtics, and production efficiency and capability for the value-added wood
pand indudry in Louisana
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Program Area: RECYCLING AND RESIDUE USE TECHNIQUES

Program Area: WOOD PRODUCTS TRADE

Enhance the trade of wood products domestically and internationaly through increasing the
knowledge of wood product properties and how their markets can be enhanced through
processing techniques.

Program Area: WOOD QUALITY INFLUENCES ON WOOD PRODUCTS
MANUFACTURING PROCESSES

Provide information on the quality of Louisanaswood resource that will foster a better

understanding of wood as araw materia for awide range of manufacturing processes,

encourage efficient and competitive use of wood within the Sate, and maximize the sustainability

and productivity of our foredts.

LOUISIANA FOREST PRODUCTS LABORATORY
CURRENT & COMPLETED PROJECTS

MARKETING AND ECONOMIC DEVELOPMENT

A Market-Based Strategy for Louisiana Secondary Wood Products Industry Devel opment
and Growth. (R. P. Vlosky, N. P. Chance)

A Market-Based Analysis of Secondary Wood Products Industry Growth and

Deve opment Opportunitiesin Louisana. (R.P. Vlosky)

Environmental Wood Products Certification: Implications for Corporate Strategy.

(R. P. Vlosky, L. K. Ozanne, D. T. Wilson)

Promoting Wood Products on the Internet. (R.P. VIosky, R. Gazo)

Home Page Development for Louisana Forest Products School of Laboratory, School of
Forestry, Wildlife, & Fisheries (R. Gazo)

A Market Based Strategy for Secondary Wood Products Industry Economic Growth and
Development. (R. P. Vlosky)

Internet Forest Products Marketing. (R. P. Vlosky)

Implications of Timber Certification in Centrd America & Impacts on Sustainable
Management of the Tropical Rain Forest  (R. P. Vlosky, J. Aguirre, L. Ozanne)
Digributor- Supplier Partnership Relationships. (R. P. Vlosky, E. Wilson, D. Wilson)
Macon Ridge: Strategy for Louisiana Secondary Wood Products Industry Development
and Growth. (R. P. Vlosky, P. Chance)

PROCESSING TECHNOLOGIES

Increasing lumber value & qudlity through qudity drying. (Q. Wu)
Sdecting panel materids by furniture and cabinet manufacturersin Louisana (Q. Wu)
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Dimensiond stability and durability of oriented strand board. (Q. Wu)
Workshop assistance, lumber drying. (Q. Wu& W.R. Smith)  On-going
Cypress Lumber Stain. (W.R. Smith, Q. Wu)

SECONDARY WOOD PROCESSING

WOOD - Modeling Program For Furniture Production. (R. Gazo, C. F. de Hoop, R.
Beadey)

Workshop Assistance, Plant Layout & Technicd Issues. (W.R. Smith, R. Gazo, L.
Hannaman)

Plant Andysis and Incentive Programs. (R. Gazo, T. Ray, W. R. Smith)
Opportunities for Horizontd Divergfication in Manufacturing Vaue-added Wood
Products. (R. Gazo, R. P. Vlosky)

LAM - Labor and Materid Tracking. (R. Gazo, R. P. Vlosky)

Increasing Productivity in Cabinet Shops. (R. Gazo)

Small Cabinet Shop Facts. Face-Framevs. Frameless Cabinets. (R. Gazo)
Benefits of Sorting Lumber by Grade Prior to Rough Mill Processing. (R. Gazo)

RECYCLING AND RESIDUE USE TECHNIQUES

An Investigation of Wood/Plastic Composites From Recycled Solid Waste. (E.T. Choong,
C.Y.Hse)

An Information Database on Biomass Energy Development in Louisiana( W. R. Smith, C.
F. deHoop)

Recycling of Utility Polesfor Useful Engineered Wood Products. (E.T. Choong, C.Y. Hse
An Invedtigation of Rice Husk as a Supplemental Raw Materid for Manufacture of \Wood
Composite Products. (E.T. Choong, C.Y. Hse)

WOOD PRODUCTS TRADE

Timber Supply in the Lower Mississippi Vdley (C.F. deHoop, W.R. Smith, M.E. McDill)
Consortium for Research on Renewable Industrid Materias (W. R. Smith)

Hardwood Lumber Market Perceptions with Respect to Origin (W.R. Smith)

Wood Export Database Development (W.R. Smith)

Develop Internationa Trade Consortium for Southern States.(W. R. Smith)
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Additional |ssues

The Task Force concluded that, in addition to the core components of the industry
development structure and emphasis, there are a number of areas of concern that affect industry
competitiveness. Although the Louisana Wood Products Competitiveness Corporation would
not be alead entity on these issues, it would serve as an industry voice to offer input. Following
are discussons of the most pressing issuesidentified by the indudtry.

Accessto Capital/L oan Programs

Background I nformation

A plethora of loan programs are available to Louisana businesses through a multitude of
federd, state and locdl agencies. These organizations include the SBA, Louisiana Economic
Development Corporation, Louisiana Department of Agriculture, Rurd and Community
Development (formerly Farmers Home Adminigtration), Rurd Utilities Service (RUS), the
Louisiana Venture Capital Network and the various local and regiona Revolving Loan Fundsin
the State.

At firgt glance, it would appear that the abundance of these loan programs would insure
that they would serve virtualy any Louisana company that needed accessto financing. In
redity, thisis not the case, particularly asit affects the mgority of companies currently involved
in secondary wood processing. In the mgjority of cases, these companies are smal with
relaively few employees, under capitaized, located in rurd areas, and unaware of the financing
programs that are offered through the agencies listed above. These companies often lack a
knowledge of business planning and credit establishment kills.

Recommendations

Update and distribute information on existing loan programs.

Identify potential programs for capital access and lending to the secondary wood products
indudtry.

Support joint workshops with industry and lenders on how to secure business loans.
Support identifying opportunities and support for the industry from Smdl Business
Development Centers and other business devel opment entities.

Concluson
Many of Louisiana s smal wood processing companies produce specidized, high-

qudity, craftsmanship products that with specid help in anumber of areas, not just financing,
could generate hundreds, if not, thousands of new jobs using Louisiana' s own forest products.
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Tax Incentivesfor Industry Development

Background Information

Three recently released studies on Louisiana s business taxing structure show that
Louisiana businesses pay more on severa mgjor taxes than their counterparts in other Southern
States. The studies were conducted by the Public Affairs Research Council and the Select
Council on Revenue and Expenditures (SECURE) and the L ouisiana Association of Business
and Industry (LABI).

These reports look at the taxes that most effect the higher tax burden in Louisang,
including the Corporate Income, Franchise, SalesUse taxes, aswell asthe Inventory Tax
Credit programs, comparing Louisiana policies with seected Southern States, including our
three neighbors -- Mississippi, Arkansas, and Texas.

Louisiana Corporate Income Tax

An andysis of the per capita cost of Louisana s Corporate Income and Franchise
Taxes shows that the State€' s businesses pay nearly 50% more than the US average and nearly
75% of the Southern Average. (Source: “A Report on Louisiana’s Tax Structure” by Dir.
James A. Richardson, Alumni Professor of Economics at Louisiana State University, prepared
for SECURE, February 1995.) The following chart was developed by the Louisana
Association of Business and Industry based on Dr. Richardson’ s findings and gppearsin
LABI’srecently released “ Tax Report.”

A comparison of the Corporate Income Tax rate of selected southern states follows:

Alabama Arkansas Georgia Louisiana Mississippi South Carolina Tennessee TEXAS
5% NI 1-6.5% NI 6% NI 4-8% NI 3-5% NI 5% NI 6% NI None

(NI = Net Income)

While the State' s Enterprise Zone or Corporate Jobs Tax Credit Programs do much to
offset the sate' s high taxing rates, other Southern states also offer Corporate Tax reduction
incentives. For example, Arkansas offers a credit againgt the corporate income tax of the
average wage of anew worker times 100 if the businessiis participating in the enterprise zone
program, or times 200 if the businessis located in a high unemployment county; Missssppi
offersincome tax credits from $500 to $2,000 for each new job crested by anew or expanding
business. (Source: Area Development Magazine Online, State Financia Incentives Programs.)

The tax credit for aviation and aerospace industries under the Enterprise Zone Program
iscurrently $5,000. Theincreasein dlowable credit was enacted to promote employment in
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those particular industries. To promote employment in the vaue-added wood products industry
aso, the tax credit under the Enterprise Zone Program should be increased to $5,000 for each
net new job.

Franchise Taxes

Louisanaisthe only Southern sate that includes long-term debt in its Franchise Tax
base. This practice particularly hurts financialy unstable businesses, and amdl, family-owned or
closaly held companies, the type of businesses that compose the vast mgority of the secondary

wood processing companies in Louisiana.

Recommendations

Himinating long-term debt from consideration in the State’ s Franchise Tax would
appear to be a solution toward making Louisiana more competitive with other Southern States
when it comes to attracting new businesses. However, due to budget restrains total elimination
of long-term debt may not be practical at thistime. At the same time, in order to jump Sart the
secondary wood processing industry, the possibility of diminating long-term debt in franchise
taxes for a certain period (five to 10 years) for companies with net worth of less than $250,000
should be considered.

Inventory Tax Credit

Thanks to alaw passed in 1991 that phased in an inventory tax credit program over five
years, Louisana alows manufacturers, distributors and retailers to receive a credit againgt the
gtate corporate and franchise taxes for ad vaorem inventory taxes paid to local governments.
While this hel ps reduce the burden of the corporate and franchise taxes, it till must be paid
which can be atruly burdensome proposition for financialy unstable and family owned
businesses.

Recommendations

Monitor and contest any efforts that may be organized in the Louisana Legidature to
overturn the Inventory Tax Credit law. Thislaw does nothing more than put Louisanaon an
even ked with most of our Southern neighbors. For example:

Texas alows locd municipaities and counties to designate areas within ther jurisdiction
as reinvestment zones. Companies located in these zones may qudlify for property tax
abatements for amaximum of ten years. Additiondly, Texas Fregport Law is much more
flexible than Louisana, alowing loca governing bodies the option to exempt persond
property consisting of goods, wares, merchandise, and petroleum products if the property
is detained for assembling, storing, manufacturing, processing or fabricating.  (Under
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Louisana s Fregport Law, goods are only exempt if they remainin their origind
packaging.)*

In Alabama dl stocks of goods, wares, and merchandise are exempt from property
taxation. Manufactured articles are exempt for 12 months after production. *

In South Caralina no inventories or intangible properties are taxed at ether the state or
locd leved. *

* Source: Area Development Magazine Online, State Financia Incentives Programs.
Sales and Use Taxes

Louisanais one of only three (3) statesin the nation that fully taxes manufacturing
machinery and equipment. Combined with the State sales tax of 4%, the sales tax paid on these
items can range up to 8.5%, depending upon loca saestaxes.

The following table (next page) is modified from atable included in the recently released
LABI Tax Report, and shows Louisand s uncompetitive position in thisarea. Source cited for
the information is the Public Affairs Research Council of Louisana, Inc. (PAR) Andyss,
Corporate Tax Burden in the Southern States: A Comparison, December 1994,

State Sales Tax on Initial Purchase
Alabama Lower rate applies (2.7%)
Arkansas Exempted

Florida Exempted

Georgia Exempted

Louisgana Fully Taxed
Misssspp’'s Lower rate applies (1.5%)
No. Carolina's Lower rate applies (1.0%)
Oklahoma Exempted

So. Carolina Exempted

Tennessee Exempted

Texas Exempted

Recommendations. Work with Louisana Legidatorsin an effort to greetly reduce, if exemption
isnot possble, the amount of sales taxes paid for new machinery and equipment.

Other State Business I ncentive Programs:
There are two little known State Business Incentive Programs, the Tax Equdization and

the Industry Assstance Programs, that offer existing structures that might be modified to apply
to the Secondary Wood Processing Industry. Both programs should be closely examined for
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possible implementation in order to help develop the industry, especidly during the next fiveto
ten-year period. These two programs are described in the Louisiana Business and Industry
Incentives Handout, Revised 10/22/96.
Tax Equalization:
New manufacturing establishments, new corporate headquarters, or new warehousing and
distribution establishments which are congdering sitesin other states because of tax rates
lower than those in Louisana, may be digible for tax equaization.

At theinvitation of the Gover nor, such corporate establishments locating in Louisiana
may enter into afive-year contract to have the total state and local taxes imposed upon
such edtablishments reduced to the levelsimposed by other states. The contract may be
renewed for an additiond five years.

The exemption is caculated annudly after dl other tax incentive for specific sitesare
applied. The exemption amount is gpplied firg to state ses and use taxes on machinery
and equipment, followed by the corporation franchise tax, state corporation income tax
and state sdles or use taxes paid on al other procurements.

Industry Assistance Program:

Provides exemption or reduction of taxes to encourage exigting manufacturing indugtries to
maintain, and thereby retain exigting jobs. Approval of these Incentives must be
made by the Governor, the L egidative Budget Committee, and the Board of
Commerceand Industry. Exemptions may be granted for corporate income taxes,
corporation franchise taxes, state sales/use taxes, or other taxes normaly applied to
businessesin the state. The total amount of exemption may not exceed 4% of the
franchise tax, income tax or state sales/use taxes collected during the prior fiscd year.
Applications must be made to the Office of Commerce and industry.
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WORKERS COMPENSATION |SSUE
FACTS

1. Louisiana has the highest average total claim cost - $18,878.00 per claim.

Return-to-work daysin Louisana- 72 days - second highest in the nation.

3. Congtruction workersin Louisianatook 137 days to return to work, the median
timeis 92 days. (Source: NCCl)

N

BACKGROUND:

Beginning in the mid 1980's legidation has been directed at cost containment, change of system
(crestion of Office of Worker’s Compensation) to an earnings-based compensation system
(Horida, asamodd) and imination of the Worker’s Compensation “Risk Pool”. High clam
cogts resulted in many insurance companies unwilling to write Worker’s Compensation
coverage for Louisana employers (creation of Louisana Worker’s Compensation
Corporation).

Problems: High cost of coverage and claims(s). In spite of legidative efforts, creation of
Office of Worker’s Compensation and the ingtitution of an adminigrative system of dispute
resolution, Louisiana Worker’s Compensation costs are higher than costsin 45 other ates.
Insurance andyst advise that L ouisana experiences a higher cost per clam and longer lengths of
disability than the nationd average (NCCI).

MEDICAL COSTS:

Medica costs have increased, dthough somewhat limited by Office of Worker's
Compensation’s Fee Schedule. Asfeesincreased for services rendered by Health Care
Providers, it is reflected in Office of Worker’s Compensation’ s determination of “reasonable
and cusomary charges’. Risng medica costs are consuming an increasingly higher percentage
of Worker’s Compensation payments and escalating aready high Worker’s Compensation
insurance rates. Where it once was considered thet the attorneys and the judicid system were
driving Worker’ s Compensation costs upward, it is now a consensus that medical providers are
“fueling” the escdating costs of Worker’s Compensation. From 1983 to 1991 medical
payments as a percentage of total payments rose from 38.4% to 47.4% or 9% while the
Indemnity percent declined 9% (NCCI).

Much of the medical legidation rules and procedures developed by Office of Worker’'s
Compensation have resulted in additiond costs or have been neutrdized by the courts.

The medica section of Office of Worker’s Compensation and its mission arein need of review
and an oversght system established. Basic problems are the cost of medica care, excessve
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length of trestment and liberd interpretation of Louisana’ s Worker’s Compensation Statute by
thejudiciary.

Problem: Judicial interpretation and application of Statute.

Legidatively, local digtrict courts were removed from Worker's Compensation and court of first
jurisdiction established with the Office of Worker’s Compensation with an apped right to
Appdlant courts and the Louisiana Supreme Court (court’s option).

The purpose of establishing an Adminigtrative Adjudication System wes:
1) To decrease cogt of litigation,
2) To expedite dispute resolution and
3) To provide an informd forum for dispute resolution via mediation.

Insurers, employers or claimants need not be represented by legal counsel at mediation
hearings. However, attorneys are involved in al aspects of these proceedings.

Office of Worker’s Compensation’s mediation has not produced the desired results. Generdly,
attorneys use mediation to conduct discovery and serve the suit (OWC-1008) upon the
defendant.

Office of Worker's Compensation’s Administrative Adjudication System hasfailed to provide
expedited hearings and resolution of disputes at any significant lega cost savings.

Adminigrative Law Judge' s (ALJ) interpretations of key statutory provisions lack consistence
between didricts. ALJ srulings are as liberd asthe Didrict Judgesthey replaced. Their liberd
interpretation of Worker's Compensation Statute is exceeded only by the imaginative rulings
from some Appellant Courts, notably the Third Circuit Court. These judgments and reasons for
same disregard existing Statutes to the extent of creating new Worker’s Compensation Law. In
the past few years much legidation in the area of Worker’s Compensation was to overturn and

repair judicid rulings.

Office of Worker's Compensation has established employment qualifications for ALJs and has
performance evauation criteria. The deviations from both reflect Louisand s politics and the
previous adminigration. AL Js are afforded the protection of Civil Service.

Louisiana s Worker’ s Compensation Statute contains fraud provisons and Office of Worker's
Compensation has afraud unit. Fraudulent claims are as prevalent asever and sedldomisa
fraudulent claimant prosecuted. Loca didtrict attorneys are reluctant to prosecute.

Problem: Legislation.
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Louisanda s current Statute is basically aworkable set of laws. Much of the recent legidation
has been to overturn court decisions and attempt to restore the integrity of the Statute as drafted
by the Louisana Legidature.

Future legidation should be targeted toward the reinforcement of the Office of Worker's
Compensation, medica cost containment and uniformity in adjudication. Some changes can be
made by rule and do not require legidation.

The Legidaure should make clear to the judiciary system that the legidative intent of reforms
should be respected and observed.

SUMMARY OF PROBLEMS:

1) High medica cogt of clams as reflected by the number of logt-timeinjuries, length
of treatment and weeks of disability paid in Louisana, as compared to other states.

2) Lack of adminigtrative performance by the Office of Worker’s Compensation.

3) Excessve time delay in adjudication and delayed issuance of judgments.

4) Liberd interpretation of Statute by the judiciary.

5) Higher labor costs as aresult of Worker's Compensation is definitely deterrent to
business development, especialy abor intense industries.

RECOMMENDATIONS:

1) Adminigtration’ s review of Off. W.C. structure and performance.
2) Establish and enforce performance criteriafor ALJs.
3) Legidation which establishes aform of employer/insurer choice of treating
physicians and medica provider and limit “provider shopping”. (Management Care)
4) Edgtablish medica protocols for treatment and a system of medica oversight.
(Management Care)

Regulatory Compliance

The Task Force identified safety, environmental and other regulatory issues as having
sgnificant impacts on the secondary wood products industry. It is recommended that research
be conducted on regulatory issues facing the industry in the areas of environmental compliance,
safety, etc. This research would entail fee and fine comparisons with other states and
identification of ways to facilitate information exchange between L ouisiana companies and
regulatory agencies. In addition, the LWPCC would update and distribute information on
exigting regulatory issues and support joint workshops with industry and reguleatory entity.



A Comparison of Solid Wood Forest Products Industry
Value-Added and Productivity Indicators

Before a discussion of comparative vaue-added and productivity indicators, it is
important to get a sense of the relative Szes of the forest bases of Louisanardative to
neighboring states. As seen in Figure 1, Louisiana has about fourteen million acres of
timberland, about 15 percert below the average of the states shown (16.24 million acres). The
point isthat Louisiana has a comparable timber base to the states indicated.

Figure 1.
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In terms of harvests or removals, Louisana ranks in the upper strata of the sates listed
with an annua harvest in 1992 of about 669 million cubic feet (figure 2). Mogt of the softwood
resource is used for primary wood product production (lumber, plywood, etc.) or is chipped for
use in pulp and paper manufacturing.

Figure 2.
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With regard to hardwood removals, Louisanaranks dightly below the average of the
dates listed in Figure 3 (301 million cubic feet). It isthe hardwood resource that is most often
used in the production of secondary or value-added solid wood products (furniture, cabinets,
etc.).

Figure 3.
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If total removals are viewed in terms of total timberland base, Figure 4 indicates that
Louiganais a the top of the list with 69 million cubic feet harvested for every million acres of
timber land. A note of caution needs to be made at this point. Figure 4 does not reflect the
amount of timber land available for timber production but merely serves to compare Louisana
to other states with regard to total harvest rlative to the totd timber base.

Figure 4.
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Secondary Wood Products

Preceding adiscusson of comparative vaue-added indicators, the way wood products
are defined needs to be addressed. The following section describes how wood products are
classfied and then indicates the relative importance of various vaue-added products in the
United States.

The Sandard Industrial Classification System

Most government data and much of the privately collected data on USindustries and
markets is organized according to the Standard Industria Classification (SIC) system. The SIC
system divides economic activity into eleven divisons, each of which contains mgor industry
groups classfied by atwo-digit number. For example, one of the eleven divisons represents
manufacturing indudtries with two-digit codes ranging from 20 to 39. The two manufacturing
groups SIC24 and SIC25, representing solid wood products, are presented in Table 1. The
other magor wood product group, SIC26: Paper and Allied Products, is not considered in this

report.

Within each two-digit group, industry subgroups are further defined by three- and four-
digit codes. SIC coding extends to seven digits for specific products. For example, SIC 243
refersto “millwork, plywood, and structura members, not elsewhere classfied,” SIC 2431
refers gpecificaly to millwork, and SIC 24311 refers to wood window units. Each business
edablishment a a single physica location is assgned a four-digit code according to the principa
product produced sold, or exchanged in that facility.

The four-digit industries are often regrouped by andysts according to the nature of raw
materid used (cants or logs versus lumber or plywood) or the extent of value-added activity
reflected in the find product (Ilumber or plywood versus awindow unit or a piece of furniture).
Theterm “primary industry” refersto processing centers that convert raw materids such aslogs
or cants into lumber, plywood, or smilar products. In contrast, the term “ secondary” or
“remanufacturing” industry refers to establishments that convert lumber, plywood, or other
output from primary industries into products such as moldings, windows, furniture, etc.

Many of theindugtriesin Table 1 are commonly considered to comprise the secondary
industry. The secondary industries comprise adiverse group. Some produce industrid products
such as component parts that are used by other secondary industries while others produce
finished consumer goods such as furniture.

Census of Manufactures

Economic censuses, known as the Census of Manufactures, are conducted by the US
Department of Commerce, Bureau of the Census. They are the mgor source of facts about the
structure and functioning of the US economy. They provide vauable data on measures of the
well being of the economy, to aid government in formulating policies, and for sudying trendsin
industries and markets. Since 1967, economic censuses have been conducted as an integrated
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program every five years. Prior to 1967, individua industry censuses were taken separately at
varying intervas. In each of the four years between the Census of Manufactures, an Annud
Survey of Manufacturesis conducted, gathering the same information as the Census but from a
sample of establishments.

Using Census data for andlyzing forest product industries has certain limitations. The
Census places an establishment into afour-digit SIC class according to its principa product. As
a consequence, Census data may under-represent the full scope of activity in an industry. Table
4 shows secondary forest products industry value of shipments by SIC code in 1990.

Table 1. SIC Industries Concer ning Forest Products

SIC Industry Group 24: Lumber and Wood Products

2411 Logging
2421 Sawmills and planing mills, generd

2426 Hardwood dimension and flooring mills

2429 Specid product sawmiills, n.e.c.

2431 Millwork

2434 Wood kitchen cabinets

2435 Hardwood veneer and plywood

2436 Softwood veneer and plywood

2439 Structural wood members, n.e.c.

2441 Nailed and lock comer wood boxes and shook
2448 Wood pdlets and skids

2449 Wood containers, n.e.c.

2451 Mobile homes

2452 Prefabricated wood buildings and components
2491 Wood preserving

2493 Recongtituted wood products

2499 Wood products, n.e.c.

Industry Group 25: Furniture and Fixtures

2511 Wood household furniture, except uphol stered

2512 Wood household furniture, upholstered

2514 Metd household furniture

2515 Mattresses, Foundations and Convertible Beds

2517 Wood televison, radio, phonograph and sewing machine cabinets
2519 Wood furniture, n.e.c.

2521 Wood office furniture

2522 Office furniture, except wood

2531 Public building and rdated furniture

2541 Wood office and store fixtures, partitions, shelving and lockers
2542 Office and gtore fixtures, partitions, shelving and lockers, except wood
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2591 Drapery hardware and window blinds and shades
2599 Furniture and fixtures. n.ec.

Table 2 and Figure 5 indicate the relative importance in terms of value of shipments for

secondary wood products in the United States in 1990.

Table 2. Secondary Forest products Industry Value of Shipments, 1990.

Vdue of Industry Percentage
SIC Shipments of Tota
Code  Description (million $) Shipments
2426 Hardwood dimension and flooring 1,800.5 31%
2431 Millwork 9,524.7 16.2%
2434 Wood kitchen cabinets 4,610.0 7.8%
2439 Structura wood members, n.e.c. 2,028.4 3.4%
2441 Nailed wood boxes and shook 431.3 0.7%
2448 Wood pallets and skids 1.948.6 3.3%
2449 Wood containers, n.e.c. 470.2 0.8%
2491 Wood preserving 2,642.7 4.5%
2499 Wood products, n.e.c. 3,871.8 6.6%
2511 Wood household furniture 8,302.9 14.1%
2512 Upholstered household furniture 5,815.3 9.9%
2417 Wood televison and radio cabinets 246.9 0.4%
2521 Wood office furniture 1,998.8 3.4%
2531 Public building and rdated furniture  3,112.4 5.3%
2541 Wood partitions and fixtures 3,147.2 5.3%
2599 Furniture and fixtures, n.ec.  2.547.3 4.3%
Total 58,970 100.0%
Figureb.
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Source: Department of Commerce, Annuad Survey of Manufactures.

One way to compare a gtate€’ s performance in adding vaue in the solid wood products
indugtry isto compare the vaue of output to the value-added from downstream SIC indudtries.
Using Department of Commerce data (1992) Figure 6 shows one such indicator of

performance. As shown, for every dollar of output from the SIC 2421 category, Louisana's

other SIC 2400 industries (less sawmills) plus SIC 2500 industries create an additiona $0.97 of
vaue added. Thisislow rdative to Sx of the eight states shown. Thisindicates that Louisana
has potential to add more value given its resource base and employee productivity. It needsto

be pointed out that thisis but one measure of performance. Other indicators include vaue-

added per employee, vaue-added rdative to industry size and vaue-added per capital

investment.

Figure®.

40



Value-Added $/$1 of Primary Production
(Less Logs & Sawmills)
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One example of the impact of creating an industry that adds vaue, isthe effect on
employment. Taking the household furniture as an example, in 1992 L ouisana added about
$12.3 million in vaue in this sector. As seen in Figure 7, this was the lowest rlative to the
sates listed.

Figure7.
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Figure 8 looks at value-added in the household furniture indusiry in terms of vaue-
added per employee. Taking the andlysis one step further, using Department of Commerce
datidtics, if thisone sector in Louisana could add vaue to the level of the average of the next
four lowest states (Florida, Alabama, Texas, Arkansas as seen in Figure 7), or $235.2 Million,
it could support an industry of an additional 5,735 new jobs.
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Figure8.
Value-Added Per Employee
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In summary, the adding of vaue in the wood products industry through further
processing of raw and semi-finished materias can have a significant impact on the economy of
Louigana. Not only isthere the potentid to add new jobs, but there aso the immediate and
downstream positive impacts on the economy.
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Criteriafor Secondary Wood Products Industry Growth and
Development*

Key Points

Numerous states have a commitment to secondary wood products industry economic
development.

Deveopment and expansion of the value-added industry is the number one ranked strategy.
To support this strategy, the top three programmatic goasin ranked order are to:

- Increase Employment
- Attract and Expand Vaue-Added Industry
- Support Rura Economic Development.

The most important component for programmatic success is having an adequate forest
resource base to sustain development efforts. Thisis closdly followed by:

- The need for strong government leadership

- The need to have favorable state economic conditions
- Interagency cooperation

- The need to have the program adequately funded

- Strong industry support.

State economic development agencies are most often the impetus for development
programs followed by state government at the legidative and executive levels.

State Forestry Departments take the lead role in most industry program initiatives and rank
second only to State Legidatures and the U.S. Forest Servicein an advisory role.

I ntroduction

Economic development of the secondary forest products indusiry isahigh priority in
many areas of the United States. While policies and strategies differ between regions, the
common denominator seems to be focusing on region: or state-gpecific opportunities based on
unique condraints or parameters. Recent thinking cdls for greater locd input in program
development aswell asincreased loca control of implementation and greater coordination
among agencies to improve efficiency of operation of the programs being planned or
implemented.

1
From: Vlosky, R.P., N. Paul Chance. 1996. “An Analysis of State Level Economic Development Programs
Targeting the Wood Products Industry.” Forest Products Journal. Vol. 46. No. 9. pp. 23-29.



For those states that have developed secondary wood products initiatives, development
of an exigting secondary vaue-added wood products sector has the highest priority (33 percent
of responses) of development efforts followed by attracting new secondary industry (23
percent), developing the exigting primary industry (23 percent) and attracting new primary
industry (20 percent). The mgority of programs target market development for wood products
indugtries, economic development in rurd areas and enhanced utilization efforts.

A milieu of agencies and other entities are involved in wood sector economic
development efforts. While state economic development agencies are most often the impetus
for development programs, sate government at the legidative and executive leves initiated
programsin many states. Beyond initiating development activities, a number of entities are
involved in program development. State forestry oriented agencies have the highest frequency
of leading program efforts while universties are mogt often found in aplanning role. Many
entities play an advisory role including, in ranked order of responses, private industry, private
land owners, the United States Forest Service and state forestry agencies, to name afew.

Figure 1 illugtrates the goa's of established secondary industry development programs.
The figure depicts mean responses of ranked attributes which were answered using the
fallowing 5-point scae indicating varying levels of importance: 1=Very Unimportant to 5=Very
Important. All criteriarate greater than 3.0 (neutrd), suggesting that dl of the godslisted are
important. The differences are in relaive response magnitude. The top Six categories (4.0 and
above) support the notion that development programs in the forest products sector focus on
rural economic development and growth. The tactics to accomplish thisinclude attracting new
industry and concurrently increasing employment as well as focusng marketing efforts on both
domestic and export opportunities.

Figure 1.
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Goals of Secondary Wood Products Development Policies and Programs
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In the study, respondents indicated methods employed to develop existing wood
product industries and to attract new industry to their sates. Existing industry market
development (Figure 2) centers on market promotion and research. Publication of industry
directories ranks highest followed by market research to explore export market opportunities,
attendance at trade shows and product information dissemination through other venues.

Figure 2.
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Methods to Promote an Existing Secondary
Wood Products Industry
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In contrast, effortsto attract new industria growth and development centers on “selling
the state”’ to potentid participants (Figure 3). In addition to digtributing promotiona information
about the state, specific data on potentia development Sites and generd business climate
information is disseminated. Offering tax incentives for investment was dso cited as an
important method to attract new industry.

Figure3.

Methods to Attract New Secondary
Wood Products Industries
(Number of Responses)

Distribute information about the state
Report available development sites
Report state business climate

Offer tax incentives

Report labor conditions

Distribute timber resource data
Conduct technical studies

Conduct market studies

Regulatory reform

! : ! : !
0 5 10 15

Number of Responses

47



Respondents were asked to evaluate factors that lead to successin establishing
development programs. Figure 4 shows mean responses for ranked attributes usng a 5-point
scaleindicating varying levels of importance: 1=Very Unimportant to 5=Very Important.
Respondents believe that the most important attribute is having an adequate forest resource
base to sustain development efforts. Thisis closaly followed by the need for strong government
leadership, the need to have favorable state economic conditions and interagency cooperation.
The remaining success factors, al receiving arank gresater than 3.0, include the need to have the
program adequately funded, strong industry support and the need for demand for current or
potential products that result from industry development.

Figure4.

Success Factors in Establishing State-Level
Secondary Wood Product Development Programs

Forest resource base

Strong government leadership
State economic conditions
Interagency cooperation
Adequate funding

Strong industry support

Global demand
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SUmmary

While nationally, some studies indicate that natura resource based economic
development isrisky and of limited potentid, states are successfully targeting rura development
of the wood products industry sector. States in regions with abundant forest resources are
developing new gpproaches to stabilize rurad economies and maximize economic contribution.
By combining public sector infrastructure resources and private sector capabilities, vaue added
forest resource based programs are emerging as stimuli for employment growth. However,
defining and implementing effective wood products industry economic development programs at
the state level are daunting tasks complicated by amyriad of factors. In this sudy, development
agency respondents identify program goas and objectives as wdl as methods to actudize
drategic program plans. Specific attributes that contribute to program success as well as those
that have hindered development may serve asinput in development efforts.
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Overview of Louisiana Forest Resour ces?

Louisana s forest products industry depends on the forest resource base of the state for
its exigence. This resource base has been through severa cycles of harvest and regeneration
sncethe origina native forests were firg cut over in the early part of this century. Recently, the
dtate’ s forest inventories reached a peak, and pine inventories appear now to be dedlining.
Hardwood inventories were dtill increasing at the time of the last Sate inventory, but hardwood
removals aso appear to be catching up with growth. The purpose of this section, excerpted
from the Fourth Forest report (McDill 1997) isto review the current status of the forest
resource base and present some projections of what may happen to the state' s timber
inventories in the next decade and a hdlf.

The primary source for information on the inventories of any satein the U.S. isthe
U.SD.A. Forest Service' s Forest Inventory and Analysis (FIA) research unit. Projections to
the year 2030 were also included in the Fourth Forest report. Those projections were drawn
from amgor South-wide anadysis (USDA Forest Service 1988). Historic and projected area of
timberland in Louisana by forest type— 1984 to 2010. (Areasin 1984 and 1991 are from
FIA inventories; other areas are projections. Projections up to 1995 use historical removals
data from severance taxes.)

Findly, on amore conditiona bass, new projections have been made up to the year
2010 to identify potential problems and to aid in determining what can or should be doneto
bring about the most desirable forest Situation possible for Louisanain the future.
Higtorical Trendsin Forest Areaand Timber Volume

Areaby Forest Type

The state’' s timberland acreage declined by 645,000 acres (4.4%) between 1974 and
1984, but declined by only 90,000 acres (0.6%) between 1984 and 1991. There were severa
sgnificant changes between 1974 and 1984: the areasin natura |oblolly/shortleaf, oak-pine, and
oak-gum-cypress declined by more than 10%, while the areas in planted loblolly/shortleaf and
oak-hickory increased by 10% and 25%, respectively. The most significant changes between
1984 and 1991 were the increase in the areain the planted loblolly/shortlesf pine type and the
decreases in the area of both natural longleaf/dash pine and naturd loblolly/shortleaf pine.

2
From McDill, Marc. 1997. Chapter 2, Louisiana Fourth Forest. Louisiana Department of Agriculture and

Forestry Report. In Press.; Chance, N. Paul and Richard P. VIosky. 1995. “Louisiana s Forests and Forest
Products Industries.” Working Paper #11. Louisiana Forest Products Laboratory. L ouisiana State University
Agricultural Center. Baton Rouge, LA. October.
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Over the 17 years between 1974 and 1991, the timberland base declined by 735,000
acres, or 5.1%. The area of planted loblolly/ shortleaf pine nearly doubled, from 837,000 acres
to 1,593,000 acres. However, during this period the areain the natural longleaf/dash pine
forest type declined by 148,000 acres, or 34%, and the area of natura oblolly/shortleaf pine
declined by 713,000 acres, or 22%. Overdl, the areain pine types decreased by 99,000 acres
between 1974 and 1991.

Volume by Major Species Group

Thetota inventory volume of pine, cypress, and hardwood timber in Louisana
increased by 2.6 billion cubic feet, or 15.4%, between 1974 and 1984. It then declined by
0.41 billion cubic feet (-2.1%) between 1984 and 1991. Pine inventories, which had increased
by almost 20 percent between 1974 and 1984, declined by 10.6 percent between 1984 and
1991. Hardwood and cypress inventories continued to build up between 1984 and 1991, but
the increases in those species groups were not enough to offset the decline in the pine
inventories. For al species groups, however, inventories were higher in 1991 than they werein
1974.

Projections

Forest Type Acreage.

Trends from the calibration period (1984-1991) tend to continue into the projection to
the year 2010. The area of planted loblolly/shortleaf pine is projected to continue to increase,
while the areas in the naturd |oblolly/shortleaf pine and naturd longleaf/dash pine forest types
are projected to continue to decrease. The areasin the other forest types are projected to
reman relatively sable.

Pine Inventory, Growth and Removas

Pine growth rates increased from about 5.0% in 1984 to 8.3% in 1991. The most
griking trend is the projected decline in the inventory of pine. The inventory is projected to
decrease from 9.4 billion cubic feet in 1984 to 5.5 hillion cubic feet in 2010—a decline of over
40 percent. This happensin spite of a projected decline in the pine removals rate, as the model
shifts removals away from the increasingly scarce pine resource to the reatively more abundant
hardwood resource. The declinein the pine inventory also occurs in spite of the increasing pine
growth rates mentioned earlier. Thisincrease in the pine growth rate is due to theincreasing
proportion of the pine areathat isin planted types.

Hardwood Inventory, Growth and Removas

In spite of higtorica increases in the hardwood inventory volume, the hardwood
inventory is projected to pesk around 1995 at alevel of about 9.02 billion cubic feet and then
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begin agradua decline. By 2010, the hardwood inventory is projected to decline to 8.5 hillion
cubic fest—a decline of 5.7 percent from the projected pesk in 1995. Unlike pine, the
projected growth rate for hardwoods isfairly stable.

Cypress Inventory, Growth and Removals

Cypressinventories are projected to leve off at alittle over 1.5 hillion cubic feet.
Cypress removas are projected to increase gradually, while growth is projected to remain fairly
stable.

Summary

Pine inventories went up consstently between the 1954 and the 1984 surveys. A
modest decline showed up in the 1991 survey, but compared with higtorica pine inventories, the
Stuation il did not look too bad. However, if our projections are accurate, much of the
inventory build-up that has occurred with pine could be logt in the next 20 years. Thisisin spite
of the modeled addition of over amillion new acres of planted pine (in addition to the
replacement of existing plantations when they are harvested), and, one might argue, fairly
conservative removals estimates. These projections do little to assuage the concerns that
aready exigt about the future of Louisands pine resource.

The hardwood inventory declined substantially between 1935 and 1964, but it has been
building up dowly since 1964. Hardwood inventories are now dightly higher than pine
inventories, and—in contrast to pine inventories—hardwood inventories are projected to remain
fairly stable over the projection period. It isnot likely that hardwood inventories in the state will
again reach the level observed in 1935, however. In addition, aqudity anaysis would
undoubtedly indicate that the more recent hardwood inventory isin smaler diameter classes and
of poorer quality than in the earlier years. Cypressis dill areatively smadl proportion of totd
timber inventories, but has shown adow, steady increase which isnot likely to bereversed in
the near future.
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Overview of the Solid Wood Products Industry in Louisiana®

Primary Industry-Key Points

The primary industry is defined as those industry sectors in which the principle raw materia
remains basicaly unprocessed and/or is used as the principle raw materia input for other
products or value adding processes.

The primary solid wood products industry in Louisiana consists of about 80 companies.
The mgjority of these companies (approximately 45%) produce softwood products. 30%
produce hardwood products and just over 24% produce products from both hardwoods
and softwoods.

The importance of this forest industry sector to Louisana s economy cannot be overstated.
For example, nearly 50% of the primary forest products companiesin Louisana had sales
of $10 million or more in 1993.

When extrapolated to the statewide industry, this segment will hire 1,940 new employeesin
Louisana by 1999 if adequately trained employees can be found.

Secondary Industry-Key Points

The secondary forest products industry is defined as that forest products sector which
utilizes the output from the primary forest products industry as well as output from other
industries to create further value added forest products.

The Louisiana secondary forest products industry is comprised of gpproximately 650
companies.

Over 75% of these companies have 10 or fewer employees.

This segment of the industry will also add over 1,900 new employees by 1999 contingent
upon adequately trained candidates. The potentia for jobs cregtion in the existing primary
and secondary forest products industries is Sgnificant.

The secondary forest products industry is estimated to have just over $648 million in annual
sdes.

The secondary forest products sector in Lousiana has sgnificant potentid for indudtria
growth, particularly in supporting rurd economic development. Future development of this
industry sector may well be able to utilize the exigting industry base aswell as recruitment of
companiesto the Sate.

3 From: Vlosky, R.P. 1995. “An Overview of the Louisiana Primary Solid Wood Products Industry”. Working
Paper #2. Louisiana Forest Products Laboratory. Louisiana Agricultural Center. Louisiana State University.
Baton Rouge, LA; Vlosky, R.P. Paul Chance and O. Victor Harding. 1994. “ An Overview of the Louisiana
Secondary Wood Products Industry”. Working Paper #1. Louisiana Forest Products Laboratory. Louisiana
Agricultural Center. Louisiana State University. Baton Rouge, LA; Vlosky, R.P., N. Paul Chance and JoAnn
Doucet. 1996. “The Louisiana Solid Wood Products Industry.” Report to US Forest Service,
Southern Experiment Station, New Orleans, Louisiana.
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Overview of Louisana’'s Solid Wood Products Industry

Louisana s forests represent an important resource for the state, both in terms of
income to landowners and as inputs to the forest products industry. The harvest of timber,
which is Louisiana s number one agriculturd crop both in terms of gross income and vaue-
added processing, supports a solid wood forest products industry that consists of amost 730
separate primary and secondary manufacturing establishments. The forest productsindustry in
Louisanais strongly interrelated with many other industries which sell raw materidsto or
purchase output from the forest productsindustry. Accordingly, changesin the forest products
industry would have far-reaching effects throughout the stat€' s economy.

Totd 1995 sadles by Louisanas primary industry (lumber, plywood and other semi-
processed products) is estimated to be $1.85 billion while 1995 sales for the secondary forest
products industry is about $648 million. Combined, the solid wood industry in Louisanais
estimated to employ 13,200 people.

The potentia for jobs creation and resource utilization in thisindustry sector is Sgnificant.
However, to atain this potential, awide variety of issues must be addressed. For example,
existing consumer market trends, location decision criteria, raw materias availability and
gpplicability, labor force skills and training requirements, target market identification, recruitment
and retention strategies, comparative advantages and specific production segments should dl be
consdered before undertaking a Srategic development initiative.

This study reveds a number of issues that warrant further investigation including: 1)
identify characteristics of wood products industriesin other Sates that have smilar resource
profiles, 2) investigate reasons why out-of- state suppliers are used and what percentage of in-
date supply originates elsewhere and ; 3) investigate plaugibility of the development of buying or
manufacturing cooperatives that could create purchasing and sdesymarketing leverage through
increased economies of scale for Louisiana producers or suppliers.

M ethodology

Using adirectories of Louisanawood products industries compiled by the Louisana
Forest Products Laboratory (Vlosky and Doucet 1995), a census survey of dl known
companies was conducted in the Spring of 1996. Starting with alist of 713 secondary
companies and 80 primary companies, phone calls were made to every company to verify
company data base information. The end result was arevised list of 650 secondary and 80
primary firms. The surveys were conducted using structured mail questionnaires in accordance
with the Tota Design Method (Dillman 1978). This procedure consisted of a pre-natification
postcard, an initid survey mailing, a post mailing reminder and a second survey mailing. The
overal response rate for the study was 30% (153/525 for secondary producers and 25/75 for
primary producers).



The Louisiana Primary Solid Wood Products Industry
Sales and Employment

The 25 study respondents in Louisanas primary industry (lumber, plywood and other
semi- processed products) represent atotal of $616 million in gross salesin 1995 and 1,698
employees. Extragpolating respondent data to the entire state primary industry resultsin
estimates of 1995 gross sales of $1.85 billion and 5,405 employees.

Rdative to the secondary industry, primary companies tend to be large in terms of sdes
and employee levels. Asshown in Figure 1, over athird of respondent companies hed annud
sdesin 1995 of $10 million or more with just over 17 percent having saes exceeding $100
million. Average annud sdes for respondents was $24.6 million.

Figure 1. Sales in 1995
Percent of Companies By Sales Category

(n=25 respondent companies)

$1 Million-$4.9 Million
30.4%

Less than $100 Thousand
4.3%

$5 Million-$9.9 Million
26.1%

Greater than $100 Million
17.4%

$10 Million-$49.9 Million
21.7%

Respondent geographic digtribution by parish isshown in Table 1. Winn parish
represents the grestest presence of primary wood products companies with $130 million in totd
1995 sales (21% of respondent sales) and 288 employees (17% of total respondent
employees)
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Table1l. Primary Industry Geographic Distribution By Parish

SALES (1995) EMPLOYEES (1995)

PARISH $MILLION TOTAL
WINN $ 130.00 288
BIENVILLE $ 107.50 218
ALLEN $ 103.00 218
DESOTO $ 100.00 200
CALCASIEU $ 37.50 213
RAPIDES $ 37.50 81
RED RIVER $ 33.00 68
WASHINGTON $ 30.00 88
BEAUREGARD $ 10.50 101
BOSSIER $ 7.50 18
LASALLE $ 7.50 88
AVOYELLES $ 3.00 38
NATCHITOCHES $ 3.00 18
SABINE $ 3.00 18
ST. HELENA $ 3.00 38
TANGIPAHOA $ 0.05 5

TOTAL:[$ 616.05 1,608

In terms of employment, atota of 1,698 employees are represented by respondents.
Once again, in contrast to secondary companies, primary respondents tend to be larger with
nearly 50 percent of respondent companies having 50 or more employeesin 1995 (Figure 2).

Four companies (17.4% of respondents) had 200 or more employees. Respondents indicated

that they planned to add atotal of 161 employeesin 1996 and an additiona 92 employeesin

the subsequent five-year period from 1997-2005.
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Figure 2. .

Employment in 1995

Percent of Companies By Employment Category
(n=23 respondent companies)

10-24 employees
26.1%

25-49 employees

17.4% Less than 10 employees

8.7%

200 or more employees

50-74 employees
17.4%

13.0%

150-199 employees

75-99 employees
4.3%

13.0%
Raw Material Inputsand Products Produced

Nearly haf of the respondents produce only softwood products, just over 14 percent
produce only hardwood and over athird produce both softwood and hardwood products

(Figure 3).

Figure 3. Softwood or Hardwood Producer
(n=21 respondent companies)

Softwood only
47.6%

Hardwood only
14.3%

Both softwood & hardwood
38.1%

In terms of raw materia inputs, atota of 771.7 million board feet (MMBF) of logs was

used by respondentsin 1995. Although just over 50 percent of respondents manufacture

hardwood products to some degree, the volumes are very small compared to softwood species.
Specificdly, hardwood logs account for only 3.5% of respondent log usage in 1995. This point

is highlighted in Figure 4 which shows that by species, pine accounts for the greatest share of

raw materia inputs by volume followed by hardwood species. Red ok is the mgor hardwood

species followed by white oak, gum, hickory and ash.
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Figure 4.  Species Used as Raw Materials Inputs in 1995

Total Volume Reflected By Respondents
(Thousand Board Feet)

Pine 410,429

Red Oak [ 9,505

White Oak 4,601

Gum [-3,081

Hickory 1,300

Ash 1,100

' | ' | ' | ' | '
0 100,000 200,000 300,000 400,000 500,000

Lumber is the number one product manufactured by primary producers followed by
lesser products such as treated products, chips and pulpwood. (Figure 5). The production of
both softwood and hardwood lumber productsis important to the growth and devel opment of
the secondary vaue-added wood products industry. Later in this report, the importance of the
primary indugtry in this context is discussed further.

Figure 5. Major Products Produced by

Louisiana Primary Wood Products Manufacturers
(Number of Responses)

Lumber

Treated Products
Chips

Pulpwood
Timbers & Cants
Plywood
Particleboard

Laminated Beams

25
Marketing and Distribution
Seventeen percent of respondents (21 companies) indicated that they had a specific

marketing budget alocation from their general budget and that they spent an average of 8.75
percent of operating revenue on marketing in 1995.
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Although this study did not identify customer base characterigtics, information regarding
market scope and channels of distribution were collected. Previous studies indicate that value
can be added to Louisiana s timber resource base by developing a secondary industry based on
Louisiana primary solid wood product raw materias (Vlosky and Chance 1996). The
discussion on the secondary sector later in this report shows that secondary producers purchase
asgnificant percentage of raw materias from out- of-state suppliers. In addition, primary
producer respondents indicated that they sold nearly half of their production to out- of-state
customers (Figure 6).

Figure 6.

Markets for Louisiana Primary Wood Products Producers
Percent of 1995 Sales
(n=25)

In Louisiana
42.2%

Out-of US
9.6%

Out-of-State
to Other States

48.2%

It was important to find out why primary solid wood product companies sell their
products to customers outside of Louisiana. Compared to neighboring Southern states with
amilar secondary forest product industry profiles, Louisanahas alow level of vaue-added per
dollar of vaue of shipment by the sawmill industry (Table 2). Vaue-added, an important
indicator of industry hesalth and successis defined as “ameasure of manufacturing activity
derived by subtracting the costs of materids, supplies, containers, fuel, purchased eectricity and
contract work from the value of shipments for the products manufactured”. Thus, vaue-added
equas vaue of shipments minus production inputs and represents the amount available for
wages, sdaries and profitsin an industry.

Vdue-added is a better indicator of industry activity than vaue of shipments because
vaue-added excludes the costs of inputs of other industries (Jacob et d. 1987). The low vaue-
added ratio means that Louisanais shipping most of its sawmill products away to other states,
not adding much of any vaue to the lumber products that stay in the state, and buying secondary
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wood products from out-of-state producers. Even if the state would set amodest god of
achieving ardio of the average of Louisana s neighboring states, the state could have a

secondary wood manufacturing industry thet is sgnificantly larger than that which exists today.

Table 2. Value-added by the Secondary Wood M anufacturing Industry Per
Dollar of Value of Shipment by the Sawmill Industry

State Value-Added
Arkansas $ 0.94
Louisana 0.97
Missssippi 1.20
Alabama 1.24
Tennessee 2.05
Texas 3.53
Horida 3.84
Indiana 3.90
N. Carolina 4.27

As shown in Figure 7, company sizeis directly related to the percent of production
shipped outside the borders of Louisana. As companies develop more extensive production
capabilities, loca demand becomes saturated which, in turn, requires market diversification.
Small companiesin this study (less than $100,000 in gross sdesin 1995) shipped dl of ther
production to Louisana customers.
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Figure 7.
Markets for Louisiana Primary Wood Products Producers
Percent to Each Market by Sales Category in 1995
1995 Gross Annual Sales
(n=22 respondent companies)

Less than $100 Thousand

$1 Million-$4.9 Million

$5 Million-$9.9 Million

$10 Million-$49.9 Million

Greater than $100 Million

0% 20% 40% 60% 80% 100%

L In Louisiana @ To Other States M Export

Regardless of company size, respondents indicate that local demand for their products
isindeed saturated and that ability to get higher pricesis an additiona reason to market to out-
of-gtate customers.

Figure 8. Reasons for Selling Products to
Out-Of-State Customers

Louisiana customers can not accept
all the volume we produce

To diversify markets

We can get higher prices elsewhere

Louisiana customers prefer grades
or products we do not produce

Customers outside Louisiana are
easier to do business with

0 2 4 6 8 10 12 14 16
Number of Responses
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With regard to distribution channds used by primary industry respondents, amost equa
percentages of production (by gross sales dollars) are shipped directly to non-retall cusomers
(27.9%) and through wholesdle distribution (26.8%) (Figure 9). Lesser percentages are
shipped to stocking distributors (17.8%) and retailers (13.9%). Export accountsfor 3.1
percent of gross sales volume in 1995.

Figure 9. Distribution Channels
For Louisiana Primary Wood Products Producers
Percent of 1995 Sales (n=25)

Direct to customers 27.9%
Wholesalers 26.8%

Mill Sales 5.2%

Export 3.1%
Contractors 5.2%

Retailers 13.9%

Distributors 17.8%

As opposed to the secondary industry which promotes products primarily through
word- of-mouth, the most important method of promoting products for primary wood products
respondents is through the use of company sales representatives (Figure 10). Word-of-mouth
is second in importance with distribution intermediary support and direct mail the remaining
techniques rated above 3.0 (neutrd) in importance on a 5-point rating scale (1=very
unimportant to 3=neither unimportant nor important to 5=very important).
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Figure 10. Methods of Promotion

Mean Levels of Importance
(n=21)

Sales representatives
Word-of-mouth
Distributor support
Direct mail
Tradeshows

Trade magazines
Magazine ads
Newspaper ads
Catalogs

Radio advertising

0 1 2 3 4 5

Scale: 1=Very Unimportant to 5=Very Important
Company Success Factors and | mpedimentsto Success

Using 5-point scaed questions indicating level of importance (1=very unimportant to
5=very important), study respondents were asked to rank factors that contribute to the success
of their business as well as those factors that impede success in the marketplace. Asseenin
Figure 11, the four most important and equally ranked success criteria for respondent
companies (4.5/5.0) are company reputation, product quality and customer service. After the
next factor, product availability, the importance of long-term relationships to company success
indicates that an understanding of the customer base and development of along-term orientetion
can be asgnificant factor in building or maintaining market share.

Computer based technology and information systems, which are becoming an

increasingly important area of competitive advantage, ranked lagt. Thisindicates that the
primary wood products industry may be lagging other industries in technology adoption.
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Figure 11. Company Success Factors

Levels of Importance
(n=22 companies)

Company Reputation 4.5
Product Quality 4.5
High level of customer service 4.5
Fast response to customer inquiries 4.5
Product availability J4.4
Long-term customer relationships J4.3
Fair prices J4.3
Knowledgable salespersons §4.3
Access to markets P4
Flexible delivery $3.9
Marketing skills §3.9
Distribution capabilities )36
Computer capabilities F—————————— ||3-4| L
0 1 2 3 4 5 6

(Scale: 1=very unimportant to 5=very important)

On the other side of the equation, respondents were asked to evaluate factors that are a
hindrance to their success (Figure 12). The foremost impediment is acquition of quaity raw
materid followed closdy by development of consstent raw materia supply. These factors might
be mitigated if primary producers focus on the factors that they themsdves identified as
contributors to success, particularly those that are relationship oriented. However, in this case,
rather than these factors being applied to relationships with customers, the emphasis on
relationships is with raw materid suppliers.

The success and impediment responses can help existing companies improve their core
capabilities and market position aswdl as identify important issues for individuasthat are
consdering entering the primary wood products industry.



Figure 12. Impediments to Company Success
Level of Agreement
(n=22 companies)

Getting quality raw materials Fro e —) 4.7
Getting consistent raw materials Fo e —) 4.5
Volitile pricing o — 4.1
Regional competition ) 3.7
Ways to promote our products fo 3.5
In-state competition F e —) 3.4
Not enough capacity f 3.1
Overseas competition —— N
Delivery problems — X
Lack of adequate machinery 2.9
Insufficient processing capabilities ﬁzj o

0 1 2 3 4 5 6
(Scale: 1=strongly disagree to 5=strongly agree)

Industry L ocation Decision Factors

As part of the primary industry structure andlys's, information about factors that
encourage or deter industry location was sought. Nineteen factors that influence hardwood
wood components industry expansion for existing companies or location decision criteria for

companies conddering immigration were andyzed. Five-point scaled questions indicating level

of importance (1=very unimportant to 5=very important) were used. Asseenin figure 13,
proximity to an adequate and sustainable raw materid supply is deemed most important by
study respondents. Subsequent factors, in order of importance are labor issues (productivity
and workmen’ s compensation costs) access to capitd, the availability of a skilled labor pool
and tax issues.
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Figure 13.

Factors Influencing Expansion or Building New Facilities
Level of Importance
(n=21 companies)

Proximity to raw materials ——U 4.7
Workman's compensation ——U 4.6
Productivity of labor — s
Access to capital 143
Skilled labor SUpply o 4.2
State taxes o ——] 42
Local taXES [ —D 42
Access to national markets ——U 4.1
LabOr COSIS o — 42
Bank financing = 4.1
Community industrial climate ) 4.0
Construction costs 1) 3.7
Access to regional markets —_U 3.6
Rl SEIVICE o35
Unskilled labor supply —3a
Access to local markets —_U 3.3
Room for expansion — s
Public training assistance o) 3-1
Unionization o 2.9

0 1 2 3 4 5 6

(Scale: 1=very unimportant to 5=very important

Information Needs of the Primary Industry

Thefind question posed to respondents dedlt with their need for information and
training for different facets of their business operations (Table 3). Thisinformation can be used
to tailor training programs, workshops and development of technica publications to the specific
needs of the industry. The foremost information need isin the area of wood moisture
relationship, acritical factor in wood product qudity particularly in lumber manufacturing (39%
of respondents). One-third of respondents desire information in wood drying, domestic market
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opportunities and ways to reduce cost through improvements in business operation efficiency
and how to navigate government regulations.

Least important were areas typicaly associated with the secondary vaue-added
industry such as wood identification, gluing, finishing and generd wood properties.

Table 3. Information Desired by Primary Wood Product Manufacturer Respondents

Number Percent
of Respondents | of Total Respondents
WOOD MOISTURE RELATIONSHIPS 7 39%
WOOD DRYING 33%
DOMESTIC MARKETS 33%
COST REDUCTION 33%
GOVERNMENT REGULATIONS 33%
LUMBER GRADING 28%
LOG GRADING 28%
QUALITY CONTROL 28%
MARKETING 28%
EXPORTING/IMPORTING 28%
PRODUCT IMPROVEMENT 22%
INTERNATIONAL MARKETING 17%

COMPUTER EDUCATION 17%

STRATEGIC PLANNING 17%

WOOD MACHINING 17%

SECURING FINANCING 17%

PLANT LAYOUT 11%

WOOD IDENTIFICATION 6%

WOOD GLUING 6%

WOOQOD FINISHING 6%

WOOD PROPERTIES 6%

EQUIPMENT USAGE 6%

WOOD PRESERVATION - HOME USE 6%

RIRPr(FRPIPIRPIRP[FPINIWWWWW|[OT|M|OT|OT|(0T|O) O[O [O

PUBLIC UTILITY LAWS 6%

Summary

The Louisana primary solid wood products industry is comprised of gpproximately 80
companies that produce primarily grade lumber. The geographic scope of the industry markets
is digpersed with accompanying long and complex distribution channels. Most companies are
production oriented and do not rely on marketing techniques as part of their business dtrategy.
Company respondents identified a number of factors that both contribute to, and are
impediments to growth and development of the primary wood products industry in Louisiana,
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Further research might examine ways that in-state secondary wood products
manufacturers might purchase more output from Louisana primary producers, thereby
increasing the vaue-added contribution to the resource. An example could be an investigation
of the plausibility of developing secondary producer buying and manufacturing cooperatives that
could creste purchasing and sales’marketing leverage through economies of scale.
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The Louisiana Secondary Solid Wood Products I ndustry

Sales and Employment

The 153 study respondents in Louisanas secondary vaue-added industry (semi-
processed and finished wood products) represent atota of $189.5 million in grosssaesin
1995 and 2,365 employees. Extrapolating respondent data to the entire State secondary
industry (525 companies) results in estimates of 1995 gross sdes of $648 million and 8,115
employees. Rdative to the primary industry, secondary companies tend to be smal in terms of
sdes and employee levels. As shown in Figure 1, over fifty percent of respondent companies
had annua salesin 1995 of less than $250,000 with just over 5 percent having sales of $5
million or more. Average annud sdes for respondents was $1.2 million.

Figure 1. Sales in 1995
Percent of Companies By Sales Category

(n=145 respondent companies)

$50-$99 Thousand

$100-$249 Thousand
22.8%

Less than $50 Thousand
17.9%

Greater than $10 Million
3.4%

$5-$9.9 Million

$250-$499 Thousand 21%

11.7%

$1-$4.9 Million

17.9%
$500-$999 Thousand

13.8%

Respondent geographic, sdes and employment data by parish are shown in Tables 1
(sorted by parish) and Table 1b (sorted by 1995 sdlesrevenue). The greatest presence of
secondary wood products companiesisin parishes that have metropolitan centers. Thisis
indicative of the industry in the United States whereby finished and semi-finished product
manufacturing istypicaly located close to consumers as opposed to raw materia or primary
manufacturers which are generdly located closer to the resource base. Accordingly, East Baton
Rouge parish represents the greatest sales volume with $25.7 million (13.6% of tota respondent
sdes) followed by Ouachita, Lafayette, Jefferson, Iberia and Orleans parishes.
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In terms of employment, atotal of 2,365 employees are represented by respondents.
Once again, in contrast to primary companies, respondents tend to be smdl with nearly two-
thirds of respondent companies having less than 10 employeesin 1995 (Figure 2). Only nine
companies (6% of respondents) had 50 or more employees. Sixty-four respondents indicated
that they planned to add atotal of 226 employeesin 1997 and 67 respondents said they would
add an additiond 361 employees by the year 2000. Extrapolating for the entire Louisana
secondary industry, the total employment increases would be 786 new employeesin 1997 and
1,255 additional new employees by the end of the decade.

Figure 2. Employment in 1995

Percent of Companies By Employment Category
(n=151 respondent companies)

5 or less employees
53.6%

150 or more employee 0.7%
100-149 employees 1.3%
75-99 employees 1.3%
50-74 employees 2.6%
6-9 employees
12.6% 25-49 employees
10.6%

10-24 employees
17.2%

When planned employment additions are viewed in terms of company size, Figure 3
shows that additions are fairly evenly digtributed across companies of al sizes with the exception
of those companieslarger than $5 million in sdes. When viewed in terms of company size by
number of exigting employees, Figure 4 shows that most employee additions are planned by
companies that currently employ less than 50 employees with the greatest number of companies
in the smdlest employee group (5 or less employecs).
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Figure3. Planned Employment Additions

Employee Additions

Number of Companies By Sales Category
(n=145 respondent companies)

16
14 - 13 " 1 13 13
12- 1n 11
10 — 9
B 8
8
B 6
6 —
B 4
4 - 3
B 2 2
°F ul B
0 B 0
Company Sales_Category
Less than $50K $100K- $250K $500K- $1-$4.9 $5-$9.9 [Greater than
$50K -$99K $249K -$499K $999K Million Million  |$10 Million
Add in
[}
1997 L 7 8 13 6 11 13 0 3
Add 1998
-2000 0 11 4 12 9 12 13 2 2
Total 18 12 25 15 23 26 2 5

Figure 4. Planned Employment Additions
Number of Companies By Employee Category
(n=145 respondent companies)

5 or less [ NNGG_G_GE |62
6-9 employees 18
10-24 employees (I |25
25-49 employees 15
50-74 employees @ |5
75-99 employees B
100-149 employees 3 . . . . . .
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Species Used and Products Produced

Louisiana secondary wood products manufacturers use awide variety of
species that originate from many states and countries. Asseenin Table 2, from atota of 54.5
million board feet of raw materias used in 1995 by respondents, Southern pine and red oak
account for nearly 70 percent of the species mix by volume (47.8% and 20.4% , respectively).

The suspicion that a significant percentage of raw materias for the secondary wood
products industry is sourced from out-of- state suppliers was confirmed in 1994 in astudy by
Vlosky et d. (1994). They found that for al species used by Louisana secondary companiesin
1992, 26.7 percent overall (by vaue) was supplied by out- of-state vendors. However, thisbe a
consarvative esimate because, dthough a supplier isin Louisana, it may play an digtribution
intermediary role for raw materials produced elsawhere.

74



Table 2.  Species Used in 1995

Average
Total Percent Volume by
Volume of Total Company
Species (MBF) Volume (MBF)
SOUTHERN PINE 26,027 47.788% 465
RED OAK 11,157 20.485% 149
WHITE OAK 2,424 4.450% 52
CYPRESS 1,788 3.284% 30
POPLAR 1,631 2.995% 25
SPRUCE 1,411 2.590% 353
CANADIAN BLACK SPRUCE 1,325 2.433% 1,325
COTTONWOOD 1,287 2.363% 644
HACKBERRY 1,075 1.974% 154
WHITE PINE 1,069 1.962% 71
GUM 1,002 1.840% 1,002
ASH 731 1.342% 17
MAPLE 532 0.976% 9
RECYCLED ANTIQUE HEART PINE 500 0.918% 500
MIXED HARDWOODS 474 0.870% 158
MAHOGANY 408 0.750% 8
DOUGLAS-FIR 321 0.589% 54
WESTERN RED CEDAR 281 0.516% 56
CHERRY 204 0.374% 7
BLACK GUM 185 0.340% 185
REDWOOD 173 0.318% 87
WALNUT 150 0.275% 5
RECYCLED ANTIQUE HEART CYPRESS 136 0.250% 136
RADIATA PINE 50 0.092% 50
HICKORY 32 0.059% 4
SPANISH RED CEDAR 27 0.049% 5
BUTTERNUT 21 0.039% 11
BASSWOOD 11 0.020% 6
SALVAGE PINE 10 0.018% 10
ALDER 5 0.009% 3
EASTERN RED CEDAR 5 0.009% 3
ELM 5 0.009% 5
PONDEROSA PINE 2 0.004% 2
BEECH 1 0.002% 1
CANARY WOOD 1 0.002% 1
LINDENWOOD 1 0.002% 1
PECAN 1 0.002% 1
PERUVIAN WALNUT 1 0.002% 1
TOTAL: 54,462
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Products Produced

Secondary industry respondents produced a diversity of productsin 1995. Most
companies do not have anarrow product line but rather manufacture 2-5 different products.
Across the industry, the main products produced by respondents, in ranked order by number of
responses, are cabinets, furniture, millwork, door, pallets and moulding (Figure 5).

Figure 5. Major Products Produced by
Louisiana Secondary Wood Products Manufacturers
(Number of Responses)

Cabinets
Furniture
Millwork
Doors
Pallets

Moulding 14

0 20 40 60 80 100

Distribution Channelsand M arkets Served

Although the study did not identify specific customer base characteridics, information
regarding channels of distribution and market scope were collected.

As seen in Figure 6, dmost two-thirds of 1995 secondary manufacturer sleswere
made directly to customers or end-users. Given the smal sze of most companies, and the fact
that only 2% of respondents have a budget dedicated for marketing activities, it is no surprise
that such alarge percentage of sdes are made directly to cusomers. Thisis condstent with a
1994 study by Vlosky et d. which found thet nearly 65 percent of Louisiana secondary wood
products producers market their products within a 250 mile radius, avery limited market.
Beyond direct sdes, the remaining digtribution channdls, in order of importance are distribution
intermediaries, retaillers and home building contractors. Further, as seenin Figure 7, the larger
the respondent company, the less reliance there is on direct saes.
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Figure 6. Distribution Channels

Percent of 1995 Sales
(n=143)

Direct to Customers

64.2%

Furniture Galleries
1.9%

Other 2.8%

Home Building Contractors

_ 8.9%
Distribution Intermediaries Retailers

11.1% 11.1%

Figure 7. Distribution Channels

Percent of 1995 Sales by Sales Category
(n=143)

Less than $50K | [ ]
$50K-$99K | L I
$100K-$249K F [T |

$250K-$499K [ I I I

$500K-$999K E [T 1T 1
$1-$4.9 Million | | | I
$5-$9.9 Million F | I I

Greater than $10 Million F | |

0% 20% 40% 60% 80% 100%

[ ] Direct [ ] Distribution [] Retail
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Looking a market scope another way, avast mgority of companies market their
products in Louisiana, with very few occurrences of respondent companies sdlling productsin
internationa markets (Figure 8). Figure 9 provides a further breakdown into markets by sales
class. Asisexpected, larger companiestend to have a greater market reach into other U.S.
states and into export markets.

Figure 8.

Markets for Louisiana Secondary Wood Products Producers

Percent of 1995 Sales
(n=147)

In Louisiana 79.0%

Out-of US 1.0%

Out-of-State 20.0%
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Figure 9.

Markets for Louisiana Secondary Wood Products Producers
Percent to Each Market by Sales Category in 1995
(n=145 respondent companies)

Less than $50K -
$50K-$99K [
$100K-$249K -
$250K-$499K -
$500K-$999K |-

$1-$4.9 Million

$5-$9.9 Million |

Greater than $10 Million |-

. | . | | |
0% 20% 40% 60% 80% 100%

[] In Louisiana E To Other States Export

In addition to company size factors, respondents were asked if there were any other
factors that led them to sell their products to customers outside of Louisiana. Figure 10 shows
that there are some conscious decisions being made in thisarea. The desire to spread risk and
diversfy markets geographically was the number one cited reason. Economics dso play arole
with the ability to receive higher prices from out-of-state customers for some respondents. To a
lessr extentt, insufficient in-state demand and ease of doing business, were cited.
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Figure 10. Reasons for Selling Products to
Out-Of-State Customers

30

To diversify markets

Can get higher prices
from out-of-state customers

Louisiana customers can not
accept all the volume we
produce

11

Customers ouside the state
are easier to work with

Louisiana customers prefer
products we do not produce

0 S 10 15 20 25 30 35
Number of Responses

Promotion

Word-of-mouth was the only promotiona method cited by study respondents with a
ranking above 3.0 on a 5-point scae of importance (Figure 11). Thisis consstent with studies
conducted on the secondary wood products industry in Louisana and the hardwood dimension
industry that found that word-of-mouth was the most cited promotiona method (Vlosky et dl.
1994; Vlosky 1996).
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Figure 11. Methods of Promotion

Mean Levels of Importance
(n=150)

Word of mouth
Distributor support
Sales representatives
Tradeshows
Catalogs

Direct Mail

Magazine ads

Trade magazines
Newspaper ads
Radio

Scale: 1=Very Unimportant to 5=Very Important
Company Success Factors and |mpedimentsto Success

Using 5-point scaed questions indicating level of importance (1=very unimportant to
5=very important), study respondents were asked to rank factors that contribute to the success
of their business as well as those factors that impede success in the marketplace. Asseenin
Figure 12, the most important success criterion for respondent companies (4.9/5.0) is company
reputation. Thisis followed by product qudity, developing long-term relationships with
customers and having fair pricing.

Asisthe case with primary producers, having computer based technology and
information systemsranked last.  In addition, close to the bottom of the list is marketing skills
which confirms the lack of financid commitment to market expanson and product promotion
beyond word- of-mouth.
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Figure 12. Comp

any Success Factors

Levels of Importance

(n=150 companies)

Company Reputation F J4.9
Product Quality £ J4.8
Long-term customer relationships J4.8
High level of customer service | J4.6
Fast response to inquiries | J4.4
Product availability F Pa.4
Flexible delivery E J4.2
Knowledgable salespersons J4.1
Access to markets £ J 3.6
Distribution capabilities —
Marketing skills = 3.2
Computer capabilities F———————— ||2-8 o
0 1 2 3 4 5

(Scale: 1=very unimportant to 5=very important)

Respondents were asked to eval uate factors that are a hindrance to their success
(Figure 13). Theforemost impediment is acquigtion of qudity raw meterid followed closdy by
development of consistent raw materid supply. Volatile pricing from raw materid suppliersis
another concern as wdll as finding ways to promote products beyond the currently constrained

reach.

Figure 13.

Getting quality raw materials
Getting consistent raw materials
Volatile pricing

Finding ways to promotion products
Not enough capacity

Competition from in state suppliers
Competition from regional suppliers
Insufficient processing capabilities
Lack of adequate machinery
Delivery problems

(Scale:

Impediments to Company Success

Level of Agreement
(n=150 companies)

——a e
—4.4
— 1.0
J3.7

J3.5

e ————ka
(—3.0

0 1 2 3 4 5
1=strongly disagree to 5=strongly agree)
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The success and impediment responses can help existing companies improve their core
cagpabilities and market postion as wel asidentify important issues for individuas who are
consdering entering the secondary wood products industry.

Industry L ocation Decision Factors

As part of the secondary industry structure analys's, information about factors that
encourage or deter industry location was sought. Nineteen factors that influence hardwood
wood components industry expansion by existing companies or location decision criteriafor
companies conddering immigration were andyzed. Five-point scaled questionsindicating level
of importance (1=very unimportant to 5=very important) were used. Asseenin figure 14,
workmen’ s compensation costs are of greatest concern to secondary producers. Subsequent
factors such as accessing capital, genera labor costs, raw materia supply needs and tax issues
al received high scores.
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Figure 14.

Factors Influencing Expansion or Building New Facilities
Level of Importance
(n=150 companies)

Workman's Compensation ﬁ42
Access to capital = | 4.1
Labor costs = J)4.0

Skilled labor supply = 4.0
State taxes [— 4.0
Local taxes = 4.0
Construction costs [= 4.0
Productivity of labor = 3.9
Bank financing = 3.7
Access to local markets — <}
Room for expansion = 3.5
Proximity to raw materials = 3.5
Community industrial climate = 3.4
Access to regional markets [— 3.2
Unskilled labor supply = 3.2
Public training assistance = 3.0

Access to national markets = ” 3.0
Unionization = |]2.2

0 1 2 3 4 5

(Scale: 1=very unimportant to 5=very important

Equipment Use and Purchase Plans

An indicator of industry growth, in addition to increases in employment and sdes, isthe
planned purchases of equipment. This isaso anindicator of modernization which contributes to
increased productivity, lowered costs and an increase in competitiveness. As seen in Figure 15,
73 secondary companies plan to purchase new equipment in 1997. In generd, these planned
purchases are evenly distributed across company size class asindicated by annud sdes. The
exception is with the largest respondent companies (greater than $5 million in annual sdles)
where only five companies are purchasing equipment in 1997.



Figure 15.

Planned Equipment Purchases in 1997
Number of Companies By Sales
(n=145 respondent companies)

Less than $50 Thousand
$50K-$99K
$100K-$249K
$250K-$499K
$500K-$999K

$1-$4.9 Million

$5-$9.9 Million

Greater than $10 Million

15

16

Table 3 shows the types of equipment respondents said they used in their facilitiesin
1995. The number of responses are indicated and are sorted by frequency.
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Table 3. Equipment Usagein 1996
Number of responses by equipment type

TABLE SAW 1325 CARVING TOOLS 1
BAND SAW 1197| CASE CLAMPS 1
ROUTER 116 | CHAIN 1
DRILL PRESS 113 | CHIPPER 1
PLANER 113| CHOP SAW 1
CROSSCUT SAW 11288 CIRCLE MOLDER 1
SHAPER A CIRCLE SAW 1
JOINTER 915| CLAMPING TABLES 1
LATHE 58[1| CUSTOM MADE 1
MOULDER 50[F| CUSTOM MOLDING MACHINE 1
STRAIGHT LINE RIP SAW 47| DOOR CLAMPS 1
SCROLL SAW 4215 DOOR PREP MACHINE 1
PANEL SAW 415 DOWEL MACHINE 1
EDGE BANDER 31{7| DOWEL SANDER 1
GANG RIP SAW 28| EDGE FOILER 1
DUPLICATING LATHE 12f8| EDGER 1
DOUBLE END TRIM SAW 11| EMBOSSERS 1
RADIO FREQUENCY DRYER 11| FACE FRAME MACHINE 1
DRY KILN 107 | FRAME NAILER 1
BELT SANDER 8 |FRAME SAW 1
SANDERS 81| HOLLOW MORTISE CHISELER 1
CNC ROUTER 6] | HORIZONTAL BAND SAW 1
MORTISING MACHINE 6/|HY DRAULIC PRESS 1
GRINDERS AN|LAMINATING PRESS 1
NOTCHER A LINE BORER 1
RESAW AN MULTISPINDLE DRILL 1
TENONER AINAILER 1
BORING MACHINE 3 |OTHER GLUE DRYER 1
DRUM SANDER 3| PALLET NAILING MACHINE 1
MITRE SAWS 3 |PLATE JOINTER 1
AIR COMPRESSOR 2l|PLATER 1
CUT-OFF SAW 2 |POINTING SAW 1
EDGE SANDER 2| SHARPENING MACHINE 1
NAIL GUNS 28| SPECIAL JGS 1
PALLET DISMANTLER 21| SPINDLE SANDER 1
PRESSES 21| SPRAY BOOTHS 1
AIR GUN 1| SPRAY EQUIPMENT 1
ARCH SHAPER 1| VERTICAL LINE BORER 1
BLOWER SYSTEM 1| WELDING MACHINE 1

CARRIAGE 1




Information Needs of the Secondary Industry

The final question posed to respondents dedt with their need for information and
training for different facets of their business operations (Table 4). Thisinformation can be used
to tailor training programs, workshops and development of technica publications to the specific
needs of theindustry. The foremost information need isin the area of wood moisture
relationship, acritica factor in wood product qudity particularly in lumber manufacturing (39%
of respondents). One-third of respondents desire information in wood drying, domestic market
opportunities and ways to reduce cost through improvements in business operation efficiency
and how to navigate government regulations. Least important were areas typicaly associated
with the secondary value-added industry such as wood identification, gluing, finishing and
general wood properties.
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Table4. Information Desired by Respondents

Number Per cent
of Respondents of Total Respondents
WOOD FINISHING 56 37%
LUMBER GRADING 55 37%
WOOD GLUING 54 36%
COST REDUCTION 47 31%

WOOD/MOISTURE RELATIONSHIPS 29%

WOQOD IDENTIFICATION 28%

GOVERNMENT REGULATIONS 27%

43
42
EQUIPMENT USAGE 40 27%
40
35

PRODUCT IMPROVEMENT 23%

PLANT LAYOUT 33 22%
COMPUTER EDUCATION 32 21%
SECURING FINANCIAL ASSISTANCE 32 21%
WOOD MACHINING 29 19%
MARKETING 28 19%
WOOD PROPERTIES 27 18%
DOMESTIC MARKETS 27 18%
INTERNATIONAL MARKETS 22 15%
STRATEGIC PLANNING 22 15%
QUALITY CONTROL 21 14%
WOOD DRYING 21 14%
EXPORTING/IMPORTING 20 13%
LOG GRADING 9 6%
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Conclusions

There is sgnificant potentia to further develop the L ouisiana secondary wood products
industry. The product mix of the companieslocated in the State is quite varied, generdly of
excdlent quality and readily accepted in markets outside Louisana. The secondary industry
produces a variety of products including architectura millwork, furniture, cabinets, doors,
flooring products and pallets. While severa primary manufacturers distribute nationaly and
internationdly, secondary producers currently market their productsin a much narrower

geographic area.

The mgjority of the secondary forest products companies are characterized as very
amdl (average annud sdes of $1.2 million), utilizing rdaively unsophisticated and standardized
manufacturing processes and equipment. However, most of these companies are viable
businesses and are able to compete in the markets they serve. Many successful companies
thrive by exploiting specidty niches.

There are opportunities for significant industry growth if anumber of obstacles and
issues are addressed. Examples are: 1) the need for industry management and employee
training; 2) cods of workman's compensation insurance; 3) corporate tax and incentive issues,
4) alack of comprehensive and coordinated market development and promotion and; 5) the
need for further information and research support.

Regardless of obstacles, development opportunities for the State of Lousanaexist
through industry development and value-added forest products manufacturing. The state iswell
positioned with an exigting infrastructure of expertise to execute a vaue-added wood products
indugtry initiative. The recommendations of the Task Force draw upon this expertise to craft a
development program that has a significant probability of success.
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