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Exceutive Sumimary

The prinsry fores products inlusiry is vital o 3 lismesets's evunomy, 1% well ax o the health ol
nanagemienl of Tuabs public sl private feeests, Fhe industry prasites jobs aod counanic activiey ahat
beowfit communities statewide, by espectally roval communitivs o oocthem Minnesote, Commercial
trner haovest is alsa cvicies w reniizmg many wilddifo habitse and oter 1evoeational beoe G on lliv
anal private forests, ond helps prevent e Loss of private farestlane 1 ofer ses by providing revene ko
Tarecivwenne s,

The value of produce output frem Mirresela = primaty foercsh mdvstry more thon doubled Beeeeeen e
1 and 19905, The sifualion i 2006 stnds i1 stark conteast. Instead of mew jobs, there ace joh lossyes
Iram machine shut dewns. mall closings and disinvestrents fle. ndustry anvesticeeats podng fo ether
stales il countries). Comributing factors include vorentely high slurnpage cosls sl slumping hoosing
mrkels, o e,

Thw: Forest Procucrs industry Task Force, origioally convened in 20035, was feconveped Ly the €lrvermot
tey ther Bl ol 2000, The Tagk Force identaficd oane issues and 21 near-tem bucanirnendations' o bhelp
resolve these ssoes and inercise the competittveness of Minnesota™s Tonet mdusiry. Many saunties, the
R andd 1he SDA Furest Service have ulready responded 1o this critics] sduation by takeeg vaaiows
administeative actions {see Appendix 2, p. 0h), The Task Firge stronely wrges the Govermoor, however, o
prarsue the addnional wlreimismtive aud legislitive actions recommended o this Pl (siee ™ eir-Lern

U eartem resurmneisSibens Ukl wde mdnongsimes e aod lepislalive acoaks Uzt st 1d be 1ahen brotveen Recember 206
it vl of Lie 2007 Minze ot lesaislaninge susszen,
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Revenmmendittions, po 5951 e st ULl s et e actens are telpted 1 the wasel ol Bher
availainlay wral prce s,

BSccuie ol nhe ouesd 1o Fovus oo ammmedinte smbmnistrati e sctioes and the Timited dme avniahile fioo i
el herations, the Task Foree didd rior des .|_1:'|;;|r| I.;'ml: -1 ['-"L"il||||'|-3I'-']'I'::|-;|||C|:":'I‘.*'-.: Ao resin, the 1ask Foree
T uests At Tl Cies eroos pevamvetie the sroup beresn Janwaey aal May K7 <000 canidentf g
ok Bemp-ten secmonmerulisions L addices primary Barest products mlustry campeiinveness. Ferther,
the Tark Foreg reguests thas e Cievemor veane a il low-up leant made upr af lapd-lev el decasdon

ke Be oy o cempelensive strieey e jmplaneet 2ot neu- ol Lot Lemam regoe i vesda oz,

Backaround and Statewment of Need

The primary forest produocts industey e vieal te Mo’y cctniney and Torest lwallia The imlusiey
winploves eever 22000 prople in thy state, mand Jdirectly and jukeect]s SULPPH S Ly el s of
additonal jobs e iadesdey is eepecially rapaatant g roral 3nnesata, whore brigabein ponad poobvs aee
I sHTae Lo Local cosrioniees.

By ecause rorest manapement s Lrgely acvamplisluad deoagh commivreial tinher hasvest, 1 Tores
sty prhiays = vtal rale o reslizing many wigdlite buhitat and otlwe vavireommental wud recreativnl
henctivs o oue site's pubbic amd private brests, and seduced Fosses 1o mseers and disedse. [y fecen
vudrs, farest idsicies, connty fand depactments and the DNE have placod myer crophusis oo lorest
cerlilication, resulting inover sis mndluon acies of centitied forcstlaind in Minnesota acod benplher quittiny:
carviromiental sleaardshup abfthese Bods. Te additéon, tiskber enrkets provithal by bealthy industry
mastre a8 leadyy ling-temm samee o tinber sale ineoimne o private Srestaed cwners, therehy reduciog
b temiplation o pursue moere Immediate revenmes rom ihe paccelizaion, sade and es eotual conversion
af thear Liols.

The vadue o product vatpul from Moot 's primsey ferest incdustry more than doubled between the
19700 arul Tk, foneGatrreents in i mgdususe brouzht eew fobs amd adi#ions econamee ACTIvity That
Penefited northem eommunities ax well as 1he Twis Cities,

Do situcitson in 20060 starals in stark contrasl. Leonomic challenges have heen confivating Mimesota's
forest prachugts industey i woves. Instenid of new jobs, ther ars Joly losses rom machioe shoe downs,
il elesstings and dEsagvestients Ge. industoye yvestmenls pring o other stales and comntres),
Foxiremely hegh siempage costs. mcreasiag enerpy costs, gl ransponation coses, mereasing logging
wotx (samie of which Bave been aecepted as a result of vilutitary puidelines and ceritivation programs).
clhallenpang glebal compaitiim far puper manufacuning, deereasing demand lor wand prodacts as
resule ab sbommng housing mackeds anl histotwal Bigh capital imvestmaent meeds see o few af these
chillegypees.

Crunng the bulk of e [980< and 19902, Mionesis wis largely insulated Gom marker relaed
production gartailments becaose of Lo raw meterial costs and new staie of e an productiem Eacilinivs,
This is no lenger the case. Paper, lamber, ctpgineercd wissd and logiog capacity bave all hevo
temputard y iled or permatently last this devade. As the logging work force ages and mote opealons we
out oF busioess, the Gsue of declining Jopying infrastiecture has beeome dcate,

~ Long-tesim eesimmne nefations treiede adanwstralve and begislative actsie that stould be takeo Gellewing e ewd of tae
20007 anesord lesishuive sesso,
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Boene ol g Bichors contributing 1w lhese Josses, see? as the decline o il retinme FarsiLs 1N rearkest and
b o Gacturing comsts I odher conbnics, e bl dinnesota s contpol, Ouher Faiglors, 1 luliog
Hmbursapply tand heree cwstp reg and 1ail compatitivencs. siate and gounty lorest manigment
dlecisions, and stste wb bocai tax pelivics, e be directly conteodlol by Minncsatans.

[ order B baave an ceamamically vilnant forest produs tendusley that adlows public and provue Lind
Mg s the pporbacity o achivve desived fuure combitions for thet foreses as well s Jahs aned
LLANHTERS LHThuaty 1 rural Mamsesotn Hoese tactors that can be indloeng e or deadt with i W omeson
et b sieluresses],

Governor’s Charpe to Task Force

Respemding fu the current ssuation, Govemor Pawlenty recomvencd e Tash Foree an the
Cornptitveness of Minnesa's Primary Foresiee #roducts Gncduntey, w e I haul arigina |y lacred i
200G, e prescores] the Task Furce with g twe- fidd char e,

*  Dhevelop near arud losg-term recommuoerdations o retain and neewse the competiliveness of
Rinnesota’s fares irulusicy.

& Mecommencliliamns and waleonale for reeomanelatinn s wommaoiceed in Wt L 1he G crner
by December 15, 21005,

Bssues

The Task Force ileatifivd the following pine issues Bt shostld e alilressed b iear-lenn aclions, A
tenuk dssue, energy. reyuiees fong-tenn eather thar tean-teom action, and thos is nol addres sed in this
sl

lssne A: Woud and fiber ovailebilin and price
I The system used by public gpencies o price trber does neg work w el during ripidiy decreasing
imarkets. Imponit resals inchode the fulloning:
al Pevple are holding contracts 1hey cammat affard 10 cxecute,
by Stumpage prices i reeceotly offered pullic amency contraces duo mst re oot eumrent mack ol
RERMITITEIIEY
3 Pablic ageneics do e supphy the macked with 0 sufficient amomt and Ualily o wepodd. lembing 10
Inereased prices,
3. Timbur sales mcthods vongrleved by puhlic aeecies tend to wtate SOUITITHIEE PELCEs.
4. There is a barge amount of mataee fienher vnlable on non-industrial prevate forcstand Lhan is not
b miule availalve lor saby,

Issue B: Mainicnance of working forestland base

I Blocks of paivate Bwesiland are being parceliecd ol are gnder development pressane, leading o
reduced appartunitivs for tmber produciion aad other hen g fis.

2. Trovate dorest landownees [ack adequae sducation. resources and weentives 1o marnage thoeir Tangd,

Issue C: Tarestland productivin/health

L. Public agency ibmber maagement decisions use hest valable data, which mnay he atdated,
insuflisiene ar incomect,

2. There 15 o geoeral Lk of inyvestoment in silvicelral activitics,

Ao There s general back af investment io lerest todeling pricctices foe plunning 1hat weould enhanee
predluctivity,



4. Public ageacivs may men e i Laral Lo caprare prow th and mineioe man ality, o in st fo
wompeting stk cholder inerests, bodpets ind missions,

[ssue IV Professional capacity (loggers, resoures ma A rs)

I The vurent irmber morket comditoons will Jewl to e less of lageers cmwed e raaleasaris bk

2. Public ageccivs and provate emitjes erriploy e s 13civat number o Tiresiers g resogree
ik oo Nieher sale paeparietian and silvicolieral PIaLlices.

Lsswe E: Transportation {teacks weights and captive rail)
L Cantizaed high tansportation costs in Minmesoen thath ik and sl pn Minneso busineses 4
connperilive disacdsaintace.

[ssue F: Pormitting and environmenial Fes few

. Caamprsoed toovther states ane colinto s, the enviecmments] review arl PRI I Prcessey (1L
Mimpwssota are costly, unpreslicible. incensistent wirl estabbished v irneerdd praclices and Lk o
L b g conpley

Lssme Le: Tuxation

L. Stk sales tax ey neods to better CTICE U8 TRV N i sl it ] eoagenent,

2o St propoty ax peltey dowes nent mleguane) v waaringe and iy dizeourige timber hareesing or
Teeestland geengivn,

3o Tax dncentives are nweded Sor medeomizing plant and lusgrgrienyt anfauzlruciury

lssue M2 Wesearch

Lo There s a bk of adeyuenye research infemmation about wecd fiber pocing, soalvsis of imber
markets, value-added maoolacienog. biomass cierey viabelity, planning nusdels and 1he value of
feresd management in Minneses,

Issues 1 Fuhlic attention know ledyee
I There is minimal paebbic supram for fhe ferest prodacis mcdustry Fue 1 a greneral lisunderstndiog
ant Paek ab kel edpe about the importance, ssaes, noeds aml contributioes of 1he inelusery.

Near-Term Recommendations

$ased oo the intommatien presented in this repent and 1t alehiberaivns over ihe past oo monihs, 1he
Cavemar™s Tasck Forec oo Minnesota™s PAmary Forest Prirlogts Industry makes the following near-lemm
recommendations’ t addess the issues the Task Farge has iwlentified. The ageney o drganizations that
slould be agsigned cesponsibelity Tor the action are noted in parcatheses afler vach recoarrbendation, The
Tecetimendalions are ot rnked. aed the arder in wiick they are disted does not iy prievicy.

Wood und Fiber Availabilin: and Price

Admitnisiretive Actfons

L. Strongly urge the counmties o olber 850 000 conds {or sate {versas gpprosionale] y FO0,000 crds
otfered en 20031 an gl baxis e to sell otk ts vear's und st veae's planned sales { Oty
[roarad sy,

. Siar e rl."l.:'l'llt'lll:l.'1ll!|illllll|'§ imclwde Jl!n““]ﬁlrﬂ“'l-'l: arnd Irl:”]:”h't achivos il vlyakld b 1eken el I]‘C‘L‘I.'I!Ib'['r 2,
el L e oof iy 2007 Adsresae [g1zlative seasun,

£



-

Larest the ONTE amd sboaigei urpe e cvmzrics omd Matsmal Fieesis be re-scll B g0 Te-onlfer
returmud sales as guickly o possble srd pon coun ther gs prarl ol e current yese's mber sale plan
LI R, connty basiurals, LESEIA Fonesa Ser joe).

Parect DNE by maintain its dimber syles progriee al panmed lesels, oo contin e aftericge wnsall
wonn| el e nasrket aned secelerane the haes et of brpbs pashe. Jow vobume sionds (137 4,

Ldirect thae PR v coruluet an initial analvag of whethee smd Tow oee mil o cozds s wood oy he
affervd Tor sl from DT timburlands oo anmuoal boses w hile minlening necded refurestative oo
dogentinueus ousgs, eliver results of he prelimina ey analvsis omd 3 plan Tor achbesing aningrensed
Birmbr hareesl gl fo the Gevermse e Mareh L, 2887 s il the inlormaios can it cned
mifluency {he ageney hndgeting process (1IN

strangly uree Matanal Forests wosell bodh this sears ad Lt st s sules Speerfically, ueey the
Sapuriar Sativreal Forgst s sell 15 Feual Year 2HE Lacgzet 451 s mnllaom Doare] tet dmmba ) smd ¢he
23 cnm i e salues Sreim Fincad ¥ war 2006 Dor 2 bl of 13 mmbf duringe the cormenl Fiseal
e Strengly arge e Chippewa Natiomal Farest toosell jts Fiseal Year 7007 tpel ol 5% il
the: 2.3 mmnhd ine wnsald sales frosm Fiscal ¥ ear 2006 foe o ol o Z2.5 el during the current
Fiseal Year, Steongly urge both Nativnal Forests 1o appicssively naove fo selling the annuat
Allowahle Sibe Quamity in b Forcst P s {superivr datonal Farest - 102 manht; Clupgpesa
Matiwnal Forest 37 reenbt) by FY 2006 (55135 Foresl Sumepce).

Darect MVE and cneonrage coenty and federal lanil Mg Lo ummedilely g offering more
il frr saly at DL Ueonamic cotal o agers. This shoadd De dene to dhe extent that o dows ned
proeclude Fxacnded Rotaion Forestey (ERTF) projections uiilined o kil s in thoe freeeec
Fmvivonwenral Ipcet Stetement o Foress Mancgement aned Timber Foarvesang {1o04) (DMK,
counly beands. DS Forcst Soeevice),

A Public foges managers shauld wiilize rotation ages that rellect the GPRLEITILE eonnomic
rulatien inge bor theie nermal makagement activities (¥R, county boardz, TSRA Forest
Saviceh

. The UDNR should ismnedisely set an upper lumit of 30% lor wxtended rotaion
presenplicons uliliving normal reation ages within 1k Sustainahle Forest Rosource
sanagzement Plans. Coumies shoulil not allovate seres 1o exreraled rottion PEosCT HEs
(NE, county boands).

Legisialive Aok

V.

Propese Lt 3800.000 be apprapristed to the 1% and $ 5660008 10 e ceninhe® a1 1he oext aod
subsequent blenmiyms to fully implement contingmgs i Lobary programs on g H-year cvele on stale
andd comnty Jaruls. Fundds should be apprapriated fe countios Tresed on laow Ny neres af lad ane
anleeamistered (1251, conny baards).

Pripose that 3 millivne be sppropriated o the next and Brure bramiums for private fnrest
Lindamvaner ussisianee amd infomuaon proprims adminisiensd by the Division of Furestey. Tlesc
Tumls should be vsed both o encourage mamagoment actions sad for cost shie expenlitures (LR ).



Yo Propese tat Tumls he appreprioted for the Forest Besceanch Advaaery Camipmiee {15 mMandaied in
AR DY o amal v wans s i o Bher sl sot by e for sles voall ownersbps
Cainmusony Forest Resoueees Counil, L'ieverrsaiy o Aedinnesisia)

Mg, P sk Frorce ifred wet roaeh Sl aeesement o 21 folliee ton v e peagiosed ol b
. ! LY JAe
deel cene, Brawenver ) ted tiese e feons alienated o faetrad el 1 et

Lk Erpiese beguslgion i waunll coable 19008 anml enbare sointy boands b pres ide relief Bar mon-
st cortracts (N1, oty [weaeds),

T Propess segisltivn thal wauld nalble ISR and eocourape count boands w peovide relaef for
scourad eonitracts (ThS B county huoards,

Mainteramee of Waorking Faresiland Rase

Logiviative Aofions
L. Propuse thae ST.56 nullion e apaqpisiel for implementation o te Sustenahle Forest #esourees
Act {ALE S9A amd o elimmate the sumset an the Aot ¢ Mmesata Foresr Kesourees Council ).

A Lominae o fund 1he Forest Lewacy propsaan (PN K LECS R,

A Prapase that S200 0000 10 eme-Himwe lads hy appaopried for the Minnesola Varest Resuurees
Coune: s sty sad recommnenlseiens 1 esiniain e peodictive lacestland Deese (Minnesala Fores)
Resourees Couneil ).

Forestland Productivity ealr

Lagislalive Articmny
L. Propeses Lhae funds be appropriated o inerease fores muksageneet and moducireity invesanents on
prvaly forestland [PINIRY

2. Propuose theat 82 ntellion he ippropratd $or the STING e 4 inurease frest management andd
rodee i vity Inves |men s fo.g,., pre-commereial theerning ) oo sane Lind ¢ K.
I¥ [ B

Frofessinmal Capacily

Fegistative Aedfans

L. Propase that londs be sppropriated o priside soa-conventional contract Cppernues e logers L
e sile prepan ation on BNR and county Lals, ad wvacaurage the LS0DA Farest Serviee o provide
stewandshap contract apporbani e for loggers o do sile proparation oo fuderal fands ¢, counly
boards, 115134 Forust Sepvice).

L. Dhiecer and fund [3NE and eneourage coumy boieds and tie CSEA Foes Rervice ta Bl all vacan
public fonester positions (DNK, county bwrds, 17814 Forest BerviLe).

2o Direct DEED 1o develap and provide funds for simall business Uraimng for existing and prospective
logeers (RDEED).



Transporialien

Logdelarive Avtians

I Support [egeslation 1l allows 1nwks 1o el fnishal %orea procducls tpeper, treated amd wnlpe.led
smber, eagincered wood producicoand Tamrel staves) with dhe s welph lmits aaod seguiremien|s
I caent law (0 S TRN2Z01 1 for rew and witingsfed Borest radducts [WEARNE [hs. sommner. #6000
s wanleas six axles with hrakes: M DOT permie nel g licahl e nkes A bridgnes pested For
Lwer wiglus: med ppplicable an e Iigehiwraes, ety (D™ 1907,

|

Bncourase Minoesorn s € oaeressiongal delegatron wesuppet fnderal legrstation 1 allow Minnesola
welght provisions (85 16952611, as reannended 1o e munlabiedl ie eecontrendation | oleve, for
Perulings rawe amd unfinslied send fnished fapes prochucts fw apply e Interstatne Hughw s (Gavermar],

Foo Bt M IOYT W funal s provenams in rouds and Bradpus texpanl e 10 o raute systeny and
s rridgzes to facalitate the muvemenr of raw aed wnfiseshed and {inished et products Tren their
puoants ol arigin or manutierure e e Girgl destination AR A TN

4. Bneourupe Minneses Coogressional elegtinn o ineretse el competition and oJeercise costs for
sheppang Bics products i o repudl rieloacd imimmity frean fodvral anti-tnast statuies, Work witl;
the Natomal Covernors Assogiativn and oo Uuyvermuors Anaocialions 1w promote 1his lepislation.
Pvelop and sapport st legidanon that weuld support coipetiieve T seevice for the fores
Trowducts indastey (Governor, b 1309T).

Environmental Review and Foermlting

Admfnirrasive A effony

1. Dhiccet the dimesata Fellution Control Agcnvy (MPCAY to complete the enviromment| ruview il
perritting beachmarkmg analviis {Minnesola Sesdon | aws K05, |© Special Session, Chaplee |,
section 2, sabd. 7, und o fully and expeditous]y implement its recimimendations (MPCA),

20 Prieet the MPCA and DNE o s prdite enviconmental review and Permaiing tmelines for furest
prowucts indusiry project proposals (AP A, DNR

Taxuation

Legisfative Avifonx

1. Propose fegislavion o oomvert the curment sales rax rebite foa forest products industry capitl
cUipInent to a sales 1w exernption and W broden sales tx ex cenpicns o inclode additiongt

lapring equipment (DEELD).

2. Propose amurulments wothe Syusiainahle Forestry Incentives At (SFIAY to encourage enralloment and
ferster torest pradductivily sad timber burvesting (DMK, Depariment of Bevenie).,

d Propose Jegislation to inercase the sales welghling for the Corporaty Framehise Tas o 100%, (T,
Pepartivent of Revenme).
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Krsearch

Fenpisfirrive aledfons
Lo Proqese that S20040000 i eoe-tme [euds 1 be approptted Ter e Forosl Resowrees Besearch
Audvisory Camroittee (s mamived in M5 594 08 10 prav e diece i oo rescarch wogues
recemmendad by the Tash Force Oddioeasta Ferest Resoress € onnel, Liniversity ol Witiesota .
. Mentfy and ecormmeni Bosl priactives fie seiins wpe adrinisiersng thinber salys an
prublic Tangs.
I Study history of tinber market codcotions,
¢ Eomduct stumpige ket Jand magagenient evananiuw anaives,
e Comddugt eesearch i value-acldas] manufacluring,
o Cemduct rescanel e suppoat adapsiecas of s prove:d sttt boclinalisgey,
2. Propose that S48 0000 appaopriated te fund the Farest Resoomees Infurapency Intorrsion
Cvmperaive s mnahited in M5, 864 49 Flnveasity af Mipowessta).
A Develop comnmen forest imventory foenats, cowth madels Bor s torest stand s fo
Narvest schedubing, o forest wildtife habitat raadel svethiests and an inderatom datihase on
Minresoa s Famniy tirest R Crshipes aned associated e aicit und Tren s,
b Apply harvest sehednding and sssoeistesd fores [Hissning mebulobagy o cmniy foees
FERAITE LT L00E 0 o coneperatine biusis.
o Buakd aocapplivd research posittoa in forest productivitgsilviculioes 10 he housed af Cirgd
Rapids ar Claguel o lewd coopurmive stand Impreyement implenematin.

Public Atlention!know ledze

cldmiemiserative Actions

L Teinerease publiv undes stacling sbowe 1w peartatiee, Dssoecs, needs aod contrilutions of the farest
produacts industey. direct and faed the BNE W desum 3 colluborative forest industny pulili
vduealion program that complenients existing private and pubilic Torest industrs and forestey
cebecativral programs (SR

Long-Term Recommendations

Becawse s the need wr focus an irmraed inte adrmamistrarive deticens and 1he Hmited tme avaiiahle (or 1ts
duliberavicons, the Task Fareg cougld mot fulfib] the Covernors charge to develop “lmp-term
recommendations' w retain and increase the vornpelitiveness of Minnesota’s foreat indostry,” A a
result, the Task Foree requests that the Goveror congider the Feslloringe adelitigmal reconnmend:neons

1. Pequust the Task Foree to recomeene between Famrary and Muy 2007 sa it can identify and make
Lomg-Lerm recommendations to address global cinpuelitiveness ol the primaiy forest products
inclusary. Make arraneerments to provide finanvial and siaff support for the Task Forey (overmac),
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Appendix i

Minnesota’s Primary Farest Products Industry: Background, T'rends and Outlook

innesota’s Farest Products Secters
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Appendix 2

Summary of recent and proposed adminisivative sctions to address cnrrent market
conditians

Thee follewing summisry highlights recent admisizuaive astions saher o propoesod by conntics, the st
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primary lorest products imlustry, s oroanceed by gecney.
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Appendiy 5
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