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Executive Summary

In this report, we present an assessment of the extent to which the Menominee
Tribal Enterprises (MTE) contributes to the economy of Menominee County and the
surrounding region. We focus on income generation and its consumption impacts.
Further, we present several opportunities that exist for expansion of the MTE into other
value added wood processing sectors.

The objective of this study was to investigate the economic impact of Menominee
Tribal Enterprises operations on the economies of Menominee County and its
surrounding North Central Wisconsin region. This was accomplished through an
assessment of MTE's occupational and annual wage structure, results of which were
applied to an input-output model constructed for Menominee County and the
surrounding region (including Langlade, Oconto, and Shawano Counties) to develop
estimates of the broader economic impacts associated with the forestry and mill
activities undertaken by the Menominee Tribal Enterprises, Inc..

Results of the analysis suggest:

* In 2007, MTE represented roughly 20 percent of the jobs generated in the County
and 18 percent of direct worker compensation.

» MTE had a total economic output of just over $96 million.

* The indirect and induced effects of MTE activity in Menominee County
represented $12 million in additional economic output, bringing total impact of
MTE operations to $108 million.

¢ MTE represented over 45 percent of total economic output of Menominee
County, and when induced and indirect impacts are added, this figure increased
to roughly 51 percent.

* The above figures represent roughly equivalent losses to Menominee County
were the MTE mill to cease operations.

¢ MTE accounted for almost 14 percent of the sawmilling output of Northern
Wisconsin.

* The mean wage of an MTE employee is $14.50 per hour, or $30,039.39 per year.

* Only 8.4 percent of employees earned greater than 20 percent above the MTE
median wage of $14,29, while only 1.1 percent earned 20 percent below the
median.

» The four-county region of Langlade, Menominee, Oconto, and Shawano
Counties are specialized in sawmill, millwork, cabinetry and countertop, and
wood furniture industries. |

¢ Its unique history and renowned forest management program position MTE to
take advantage of growing “sustainable forestry” and “green” wood products
markets.
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Regional Economic Impacts of the Menominee
Tribal Enterprises Forestry and Mill Operations

Joshua Clements and Dave Marcouiller
1. INTRODUCTION

The members of the Menominee Tribe of Native Americans in Northern
Wisconsin hold values that intertwine natural resources within their own
livelihood and cultural structure, Changes in the natural resource base, global
aemands for forest products, and transitions in the development of family
income structures place the past, current, and future of resource utilization and
management on the Menominee reservation in focus. The research reported in
this document addresses the role of the Menominee Tribal Enterprises (MTE)
forestry and mill operations in supporting the regional economy of North
Central Wisconsin and improving the livelihoods and living standards of tribal
members. Further, the unique attributes associated with culturally sensitive
forestry will be forwarded as an important non-market attribute that explains the

why and how of MTE activities.

1.1 A brief historical account

Since the formal establishment of the Menominee Reservation in 1855, it
has undergone a unique evolution of circumstances with respect to its natural
resource base. Treaty stipulations permitted only nominal control of resources to
tribes, vesting major decision making ability to the U.S. Office of Indian Affairs
within the Department of the Interior. Early decisions had implicit goals of
commercial management of timber and converting the Native American
populace into farmers (Thomsen ef al., 1999). The tribe was allowed subsistence

logging to support local needs, and after initial denial of commercial harvesting



in 1863, agreements with local timbermen were approved to allow salvage of
dead and down timber; the proceeds to be placed in a tribal trust fund
(Herzberg, 1977). Throughout the rest of the 1800s there were a number of
conflicts between the tribe, private comme;cial logging corporations, and the
Office of Indian Affairs over logging rights; including the suspension of

- previously successful tribal timber operations between 1876 and 1882 (Thomsen
et al., 1999).

With the passage of a special act of Congress (26 Stat., 146) in 1890, the
Menominee Reservation became the first government-managed land in the U.S.
to be placed under a federally regulated logging management plan. The
LaFollette Act in 1908, written and championed by Wisconsin Senator Robert
LaFollette, removed harvest limited on dead and downed timber, and “placed
the care of the forests... ultimately in the hands of the Indians upon these
reservations” stipulating that the U.S, Forest Service provide management
oversight and expertise, rather than the Office of Indian Affairs? (LaFollette, 1908;
Thomsen et al., 1999).

The period between 1908 and 1929 saw a great deal of financial and
operational investigations by federal agencies, it also saw the construction of rail
lines into the reservation in 1908 and 1912, which facilitated the increase of
hardwoods harvested by orders of magnitude (Thomsen et 4l., 1999). Even
though this period saw clear-cutting practiced (advocated by some U.S. Forest

! The LaFollette Act also reinforced existing policy requiring the preferential hiring of tribal
peoples for timber activities to preserve a local employment base. The construction of Mill 1 and
the Town of Neopit began in 1908 under the direction and planning of the Forest Service
(Thomsen et al,, 1999). The LaFollette Act dictated that all timber cut on the reservation must be
processed at the tribal mill for sale as timber, which the Forest Service argued did not result in
maximum sale value of timber and thus losses to the tribe. Part of the Indian Appropriation Act
of 1917 authorized the sale of timber as logs if the wood could not be milled economically. It has
been argued that this resulted in loss of reservation jobs, but resulted in sales to new markets,
and higher timber sale prices (Thomsen et al., 1999),



Service supervisors), the Menominee worked to improve their silvicultural
applications and forest regeneration practices?.

Menominee Forester L.O. Grapp prepared the reservation’s first forest
management plan in 1930 (Thomsen ef al., 1999). Menominee Forest Supervisor
Richard Delaney wrote “Working Basis for Permanent Management Plan” in
1939, which was a formal compilation of Grapp’s plan with Timber Stand
Improvement innovations. Delaney’s plan has been seen as a “silvicultural
coming of age” for its analysis of sustainable yield and emphasis on intensive
management through cyclical selective cutting to maximize annual regeneration
yet maintain quality (Delaney, 1939; Thomsen ef al., 1999). Delaney’s plan
evolved into the Continuous Forest Inventory System which monitored the
health and vigor of the entire forest, while also the volume and condition of the
Iumber at the local scale® (Thomson et al., 1999).

A number of congressional actions during the 1930s and 1940s collectively
known as the “Indian New Deal” aimed to give Native American tribes greater
autonomy. This package included the Indian Reorganization Act, which ended
land allotment and protected the right of tribes to sue or bring claims against the
United States.

In 1934 and 1935, after initial tribal opposition, the General Council voted
to approve a Civilian Conservation Core camp on the reservation, which brought
over $460,000 in federal funding. One resulting program entailed research and
experimentation into new silvicultural techniques collectively called Timber
Stand Improvement (or TSI) activities, which included pruning of individual
trees to produce straight clear lumber and release cutting to thin less desirable

species (Rushfeldt, 1939; Ridlington and Waukchon, 1940; Thomson et al., 1999),

2 New techniques included nursery development, planting programs, and the application of
selective harvesting. Although these programs were considered “unproven, unscientific, and
untested” at the time, foresters moved forward with experimentation of these regenerative
management techniques.

® This plan also focused on the critical economic importance for both employment of tribal people
as well as economic activity of the reservation.



~ The 1950s brought great change to the Menominee Tribe. Following
World War 1I, there was a growing movement to decrease Federal Government
spending, and special interests pushed for opening reservations to private
development (Thomsen et al., 1999). The 1953 passage of House Concurrent
Resolution 108 set the stage for the eventual 1961 termination of Federal
Government frust responsibility for the Menominee Reservationt. The 1961
termination of trust status caused major economic fallout’ associated with loss of
financial support from the Bureau of Indian Management and new costs
associated with running a County government.

Termination created Menominee Enterprises Inc (MEI), a public
corporation which held and managed former trust properties, including the
forestry operations. As such, MEI served as the sole, major employer in the
county and largest source of tax revenue. The Termination Act dictated that all
enrolled Menominee Tribal members (3,270) receive a $3,000, 4 percent income
bond, which created a hea{ry debt load for MEI and limited MEI's ability to
secure further debt to purchase equipment (Thomson et al., 1999).

Public Law 339, entitled “Valuation and Assessment of Sustained-Yield
Forest Lands” passed in 1954 enabling the Wisconsin Department of Na’curai
Resources (DNR}) to regulate timber in Menominee County using sustainable
yield forestry principles (Pecore, 1997a; Thomson ef al., 1999). The DNR worked
with MEI to develop forest management plans, as well as provide oversight and
operational assistance. From this marriage produced the 1961 plan, which

deployed the Continuous Forest Inventory (CFI) to provide more accurate

%1In 1951 the Menominee received a settlement of the “Mismanagement Case”, choosing to
receive the settlement in per capita payments to tribal members - which the U.S, Senate would
agree to if the Menomonee would agree to terminate their trustee status” (Thomson e al., 1999).
The Senate enacted the Menominee Termination Act in 1954 (Thomson et al., 1999) and
appropriated the settlement money. Reservation land was given ownership to the Menominee
Enterprises Inc, and logging revenues were no longer tax-free.

> Termination resulted in the closure of the Tribe’s electric utility, schools, hospitals, and clinic
because they either did not have funding or did not meet state regulatory codes; resulting in a
significant decline in standard of living (Thomson et al., 1999).



assessments of resource stock and condition, and assisted in regulating sustained
yield harvests, The plan did this by calling for a cutting system based on small,
discrete parcels with tailored management goals rather than on large harvest
blocks.

The 1968 Plans continued to develop CFI procedures by creating a grid-
like system of plots throughout the reservation and intensively gathered data
pertaining to 84 categories on individual trees to monitor changing forest
conditions (MEI, 1964; Thomson et al., 1999). Two new innovations in this period
included use of computers to analyze and store data, and flyovers to assist in
determining forest condition; both pioneered at the Menominee Reservation.

The Federal Government re-established trust responsibility for the
Menominee Reservation in 1973 with the Menominee Restoration Act.
Ownership in trust of tribal lands was transferred o the Secretary of the Interior,
but did not mandate that the Menominee surrender autonomy to the federal
government as Congress did not impose federal micromanagement on the
Menominee People or Tribal Government (Thomson et al., 1999).

Once forestlands were placed in trust, all other foresiry assets transferred
to a new entity, Menominee Tribal Enterprises (MTE), which assumed
management control of assets formerly controlled by MEIL but under the
authority of the new tribal government body, the Menominee Restoration
Committee. After the passage of a Tribal Constitution in 1976, the Constitution
granted MTE “all powers necessary to managé and operate” the Tribe’s property,
as the Tribal Legislature did not assume authority (MRC, 1977; Thomson et al,,
1999). Subsequently, MTE was no longer responsible to provide for all tribal

needs as it had during Termination and could focus on forestry operations.

S During Termination (1961-1973) many forest management programs were gither cut back or suspended
due to lack of funds, even though the forest condition was considered “the most oultstanding in the Lake
States” (Thomsen ef af., 1999). Afier restoration, monies were once again available from the Bureau of
Indian Management and the forestry program returned to being one of forest management rather than
harvest management (Thomson ef a/,, 1999).



In 1984 the MTE forestry program initiated a habitat classification project
developed by Dr. John Kotar at the University of Wisconsin to determine what
tree species might grow best on which sites for the application of future forest
management techniques and goals (MTE, 1997).

In 1993 the Tribe established the Menominee Sustained Development
Institute in the College of the Menominee Nation for education and outreach to
maintain Menominee forests in a sustainable state and expand product markets,
Many health and long-term productivity concerns loomed over MTE and the
reservation after restoration. Slowly relationships with BIA were re-formed and
greater cooperation was realized. The Tribe was able to continue to implement
sustainable forest management techniques and improve profitability through
greater utilization, efficiency, value-added programs, and certification of
products (Thomson ef al., 1999).

The Menominee Tribal Enterprises Seventh Generation sustainable
harvest management program has been lauded for both environmental and
economic health. In 1995 MTE received the United Nations’ Award on
Sustainable Development and in 1996 the Award for Sustainable Development
from President Bill Clinton (Wood and Dewhurst, 1998; Burgess, 1998; Landis,
1992). Forest products were certified under the Scientific Certification Systems as
sustainably harvested. This recognition has created greater awareness for MTE

products (Thomson et al., 1999).

1.2 MTE as an economic asset

With the resumption of logging in 1881, proceeds in the form of stumpage
fees evolved into an established mechanism to support the tribe’s social
programs. The LaFollette Act of 1908 stated that all net sales revenues in the
Treasure Department account with four percent annual interest which was
available to support the Menominee as the Secretary of the Interior saw fit,

including per-capita payments to tribal members. Proceeds from tribal forestry




operations and associated employment have been the primary economic activity
for the tribe since the authorization of native logging (Thomsen ef al., 1999).

After the Great Depression, increased production demand of World War
Il served to create a rebound in reservation forestry activity. However, the
reservation faced labor shortages, and had to hire nearby farmers with horse
teams to skid logs from the forests at a fixed rate.

Despite innovations in sustainable forestry and management techniques,
and logistical assistance by the Wisconsin Department of Natural Resources,
Menominee Enterprises, Inc failed to produce a consistent profit during the
Termination Era between 1961 and 1972 (Thomsen ef al., 1999). This was partially
due to an aging and technologically outdated mill, over which the Tribe initiated
several lawsuits in 1967 charging the federal government with neglect. Yet,
experience gained during this period and deliberate management strategies to
maintain the sustainability of reservation forest resources would prove fruitful in
the ensuing decades. Removal of less ideal species, reforestation and planting,
fire suppression, insect and disease prevention, and evolutions in the Continuous
Forest Inventory all contributed to long-term management strategies that
improved forest operations and the value of the forest growing stock over time
(Thomsen et al., 1999).

In 1994 MTE established a revitalization and v'alue-added program, which
focused on continuing the modernization of the mill and exploring production of

new products from secondary wood processing.

1.3 Forestry and forest products in the Lake States

Change is occurring in the timber industry both domestically and
internationally. Domestic production and consumption of roundwood and wood
products per capita is increasing. Per capita consumption of roundwood

equivalent has decreased since form 83ft3 to 71{t*> between 1987 and 2003, but



increased to 72 ft*in 2005. This decrease is attributed primarily to increased
paper recycling and increasing production efficiency (Howard, 2007).

Increasing globalization and international competition has placed great
pressure on domestic production of timber to reduce cost, consolidate, and
restrain growth (Ince et al., 2007). By 2002, total domestic forest harvest had
decreased ten percent from 1992, and imports had become the fastest growing
component of softwood lumber and structural panel supply to the U.S, The
import share of all U.S. wood products consumption rose in every sector,
especially labor intensive sectors such as sawmills and furniture (Ince et al.,
2007).

After years of decline, the forest products industry appears to be in a state
of rebound. Economic activity throughout most major forest products increased
between 2004 and early 2006, with a 41% increase in total industrial index
(Howard, 2007). However, a declining housing market, which accounts for one-
third of softwood and structural lumber demand and substantial portions of
other soft and hardwood products, is in decline from 2006 through 2008.

Due to increased competition for wood products and decreasing per
capita consumption, it is more important than ever for MTE to distinguish itself
from its competitors, seek efficiency increasing techniques, and explore value-
added product options.

~ In 2004, 22 percent ($33 Billion) of national value-added forest production
was lumber and wood product manufacturing, such as millwork (27%); veneer,
plywood, and engineered wood products (25%); and sawmills and wood
preservation (25%). An additional 22 percent ($32 Billion) for value-added forest
production included furniture and related products, such as household and
institutional furniture (44%); kitchen cabinetry and countertops (24%); and office
furniture (19%) (Howard, 2007).

Through globalization, international competition has caused U.S. wood

products industries to lose competitive advantage (Freudenburg, 1992; Weber,




1995; Pulver, 1995; Galston and Bachler, 1995). Further, the U.S. economy has
been evolving toward a post-industrial structure, one dominated by service
industries and reduced reliance on domestic resource extraction and refining
activities? (Bluestone and Harrison, 1982; Chevan and Stokes, 2000) . This has led
to a decline in extractive activities across the U.S., and communities have shifted
their focus toward a landscape of aesthetic and recreational amenities over
extraction (Galston and Baehler, 1995; Isserman, 2000; Green, 2001; Kim et al.,
2005). This has led public policy makers to favor reduction in timber harvests on
public land in favor of non-timber, amenity-based uses (Kennedy ef ai., 2001;
Wear and Murray, 2004).

In many forested areas, such as Northern Wisconsin, joint use of natural
resources for extractive and amenity-based industry is increasingly seen as a
method for economic development (Webster ef al., 1997; Green et al., 2005; Bowe
and Marcouiller, 2007). Forest resources are increasingly utilized as critical
elements in a number of amenity based sectors including tourism, recreation,
second home ownership, and retirement development (Fredrick, 1993; Keith and
Fawson, 1995; Jakus et al., 1995; Keith et al., 1996; Marcouiller ef al., 1996;
Marcouiller, 1997; Marcouiller, 1998; Klase and Guries, 1999; McDonough et al.,
1999; Nelson, 2001; Hall and Miiller, 2004; Krannich and Petrzelka, 2004;
Schnaiberg et al, 2004; RSS, 2006; Bowe and Marcouiller, 2007). Explanatory
models display important links between tourism and natural amenities such as
forests (Marcouiller, 2004; Kim et al., 2005; RSS, 2006).

Lérge scale dependency on resources extraction can lead to community
economic instability (Gunton, 2003), and it is generally accepted that diverse
economic structures benefit not only stability, but also long term economic
growth (Webster ef al.,, 1997; Wagner and Deller, 1998; Dissart, 2003). However,

economic theory places great emphasis on comparative advantage through

7 The decline in wood product production can also be attributed to increased process efficiency
and recycling; although a recent increase in wood for energy use may result in increased future



specialization. Although there is risk, natural resources have the potential to
provide significant comparative advantage relative to other economic sectors by
creating resource rents greater than returns to other factors of production
(Gunton, 2003). Recent studies by Bowe and Marcouiller (2004, 2007) show that
counties with high Ievéls of forest extraction activities are typically located in
rural-remote regions with low population densities, while forested counties with
high levels of tourism development have population densities two or three times
higher, perhaps suggesting difficulty in having high levels of each activity
simultaneously. Indeed, results of these studies suggest that counties with both
high timber and tourism activity did not exhibit higher socio-economic indexes.
Research suggests that small economies organized around locally
controlled economic enterprises are “associated with a more balanced economic
life and high levels of social welfare” (RSS, 2006). MTE represents unique local
ownership structure and is an example of a local, rural enterprise that provides
economic return to the community (Thomsen et al., 1999; MTE, 2006; Trosper,

2007).

1.4 Objectives of this research and specific research questions addressed

As 100% anniversary of the creation of Menominee Tribal Enterprises
(MTE) approaches, we step back to view its place in the regional economy. This
report outlines how Menominee Tribal Enterprises is not only an important part
of both the economy of Menominee County and the greater region, a sustainable
source of income to the Menominee people, but also that opportunities exist for a
prosperous future,

The objective of this study was to investigate the economic impact of
Menominee Tribal Enterprises operations on the economies of Menominee
County and its surrounding North Central Wisconsin region. This will be

accomplished through an assessment of MTE's occupational and annual wage

consumption (Howard, 2007),
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structure, results of which will then be applied to an input-output model
constructed for Menominee County and the surrounding region (including
Langlade, Oconto, and Shawano Counties) to develop estimates of the broader
economic impacts associated with the Menominee Tribal Enterprises, Inc. Key
questions that will be addressed include the following. To what extent is income
generated by the MTE and to where does income flow? What are the multiplier
effects of MTE activity? What portion of the regional economy is made up by the
MTE and its related activities? And a specific question related to resource
dependency, how does economic specialization in Menominee County and its
surrounding region compare with other reference regions? These are the
questions that will be answered by the research outlined in this report.

This report is organized into three additional sections. First, we outline
methods used to conduct both the occupation/wage assessment and the input-
output analysis. We then outline results of a robust input-output model to
estimate the regional economic impact of MTE activities. Finally, we summarize
the work and provide suggested areas where MTE can seek to expand its

activities to increase profitability.
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2. METHODS

Occupational structure of the forestry and mill activities undertaken by
the Menominee Tribal Enterprises was assessed using a comprehensive dataset
of 2007 MTE employees. Job titles, hourly wage ra;tes, énd county of residence
data was acquired from MTE offices and organized into tables roughly sorted by
job type. This data provided the basis of both descriptive assessment and its use
in regional economic modeling,.

The MTE employs people from a fairly broad labor market that extends
outward from the mill; in some cases up to 50 miles. While most of the workers
are from Menominee County (over 56 percent), many workers commute from the
surrounding counties of Shawano, Langlade, and Oconto. Of the roughly 450
MTE employees, just over 90 workers had missing hourly wage data. Using
broad categories that included office, mill work, and forestry activity, further
sorting of the data allowed these workers with missing data to be sorted into job
type which allowed average wage rates by category to be applied. Most of the
missing wages were for skidder and woods machine workers (85 employees). To
fill in, we used the average wage for an “engine boss”; which was $14.75/hour.
Two missing clerks used a “c scale office” average of $14.78/hour. Six
specialist/ mid--management workers used a “b scale office” average wage of
$20.59/hour. One missing manager wage rate used an “a office scale” average of
$30.54 per hour. Once done, this complete dataset was then used to expand
hourly wages to annual payroll.

Annual payroll was calculated for three separate regional delineations
based on residence. These included Menominee County, the three surrounding
counties of Shawano, Langlade, and Oconto, and those workers who resided
outside of the four county region of Menominee, Shawano, Langlade, and

Oconto Counties.
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MicroIMPLANS was used to develop input-output (sometimes also
referred to as “inter-industry”) tables and a modeling structure that allowed
estimates of regional economic impact resulting from MTE activities. The 2006
Menominee County file used for this work required editing of the base data to
more accurately reflect the actual MTE activity taking place within the couﬁty.
This was accomplished using results of the occupational structure assessment
described above as control for data on the sawmill sector (NAICS 3211) from the
surrounding counties of Langlade, Oconto, and Shawano. Specifically, this was
required because of the need to estimate other forms of value added (proprietor’s
income, other property type income, and indirect business taxes) and total
sectoral output for use in the complete edited file for Menominee County. Using
employment and employee compensation as a base, ratios of these other
characteristics were applied to calculate these estimates.

Once adjusted, the file was used to develop a Menominee County input-
output model which was used to assess the impact of the MTE on regional
economic characteristics. This was done using a standard MicroIMPLAN
scenario without further adjustment. Estimates of economic impact as reported
in the Results section reflect regional economic characteristics for the 2006
calendar year.

In an effort to better understand how income paid to MTE workers
translated into an economic stimulus for the broader North Central Wisconsin
economy, MicroIMPLAN was again used to develop ratios of household
consumption demands. This was done within the income categories relevant to
the wage structure of MTE occupations. Namely, the ranges of household
income included $15,000 to $75,000. Grouped ratios were then applied to the

* MicroIMPLAN is an economic modeling system that includes both software and county level
datasets used to perform regional input-cutput analysis. Both input-output and MicrolMPLAN
are topics beyond the scope of this report. The reader interested in these topics is referred to a
recent fext on Community Economics by Shaffer et al. (2004); specifically, these topics (and their
place amongst other regional economic analysis tools) are dealt with in Chaptfers 14 and 15.

13



number of workers by place of residence, These amounts of household
consumption demand were then applied to the four-county model built using
the datafiles for Langlade, Menominee, Oconto, and Shawano Counties.

Our assessment focused on three primary economic characteristics of
interest. These included “output” or the total amount of regional activity
(sometimes referred to as “gross regjonal product”) that takes place by indus&y.
“Value Added” is a complete reporting of income (included in output) to include
employee compensation, proprietor’s income, other property-type income, and .
indirect business taxes. Finally, “employment” tracks the number of jobs by
industry. For this assessment, industries were aggregated into one-digit SIC
representations,

In an effort to better understand both the primary (sawmills) and
secondary (millwork, cabinetry, and wood furniture manufacturing) wood
products sectors, a location quotient (L.Q) assessment was also done.? These LQs
of value-added timber sectors for select counties were calculated using reference
regions that included Northern Wisconsin, the State of Wisconsin, and the
United States for comparison. Individual counties were selected due to their
relationship between tourism aggregate location quotients and timber aggregate
location quotients, and their classification relative to Menominee County using a
method put forward by Bowe & Marcouiller (2007). Data for this 1L.Q assessment
was developed using county-level data files which allowed a comparison of

relative production, employment, and income levels.

? Like input-output analysis, a full description of the location quotient as a regional economic
analysis tool is beyond the scope of this report but the interested reader can again gain further
insight by reading the Shaffer et al. (2004) text on Community Economics.
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3. RESULTS

The wage structure of MTE, as shown in Table 1, outlines mean wage,
median wage, and percentage of total by location of residence. The total mean
wage is very similar to the median wage, with only a $0.21 (1.5%) difference. This
suggests a relatively even wage structure around the median and/or a wage
structure in which most employees earn very near the median. The wage rate
table of MTE suggests both are true. Only 8.4% of employees earn greater than
20% above the median while only 1.1% earn 20% below the median.

Table 1. Hourly wages paid to MTE employees by county of residence, 2007.

County of Number of Percentage Mean Hourly Median
Residence Employees of Total Wage Hourly Wage
'
Brown 3 0.66% $14.29 $14.29
Calumet 2 0.44% $23.01
Douglas 1 0.22%
Forest 27 5.93% $13.74 $14.29
Langlade 50 10.99% $13.74 $14.29
Marathon 3 1.76% $13.89 $14.29
Marinette 6 1.32% $14.29 $14.29
Menominee 256 56.26% $14.26 $13.09
Oconto 25 5.49% $13.99 $14.29
Shawano 73 16.04% $16.36 $14.29
Waupaca 2 0.44%
Wood | 1 0.22% $14.29
Unassigned 1 511.62
Total 455 106% $14.50 $14.29

Employees who resided off-reservation constituted almost 44% of
employment and had a very similar wage structure when compared to the 56%
who resided on reservation, with mean wages of 514.88 to $14.26, and identical

medians of $14.29.
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‘The analysis of the MTE wage structure was incomplete because it only
included employees for which a wage rate was listed. While included in the
employment but not wage data in Table 1, thirteen (13) employees had no wage
rate listed and eighty five (85) were listed only as loggers without a reported
wage rate; together representing 21.5% of total employment.

Using the full occupational structure data, estimates of total annual wages
paid by aggregated county of residence is outlined in Table 2. Note from this
Table that, according to our estimate, roughly $14 million was paid as either

employee compensation or payment for contractual labor rendered.

Table 2. Employment and Annual Wages Paid (2007)

Total Annual Average Annual
Region Wages Paid Number of Employees Wages per Worker
Menominee $7,750,163 257 $30,039.39
Three Adjacent Counties $4,653,064 149 $31,228.62
Out-of-Region $1,532,045 51 $30,640.09
Total $13,935,272 457
Mencminee Region $12,403,227 406

A summary of economic characteristics of the sawmill sector by various
regional delineations is outlined in Table 3. The relative extent of sawmilling in
Menominee County is placed in context by noting that just over 50 percent of the
sawmilling output of the four county region is contributed by the MTE. Further,
the MTE accounts for almost 14 percent of the sawmilling output of Northern
Wisconsin.

An accounting for “income” is also summarized in Table 3. While the
MTE occupaﬁonal structure assessment resulted in almost $14 million of
employee compensation (roughly $7,750,000 to residents of Menominee County),
ratios from other secondary data were used to estimate a total amount of “Value

Added” of $25,678,000 as a result of MTE activity. Employee compensation
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combines with proprietor’s income, other property income, and indirect business
taxes to sum to Total Value Added. Results of the estimation suggest that these
latter three categories of income total roughly $11.7 million.

B

Table 3. Economic characteristics of the sawmill sector (NAICS 32111, MI sector
112) in various regions (MicrolMPLAN 2008)

Total Value Employee
Output Added Employment  Compensaticn
U.S. Natonwide $32,419,516,000  $9,439,389,000 121,636 $4,868,224,000
Northern Wisconsin* $726,249,000 $179,627,000 2935 $95,714,000
4 county region** $191,865,722 $50,689,694 829 $27.509,272
Menominee County $97,192,722 $25,677,694 457 $13,935,272

* " includes Ashland, Dayfield, Burnett, Florence, Forest, ron, Langlade, Lincoln, Marinefte, Menominee, Oconto,
Oneida, Price, Rusk, Sawyer, Taylor, Vilas, and Washburn Counties

* includes Langlade, Menominee, Oconto, and Shawano Counties

The economic impact of MTE activities in Menominee County can now be
estimated using the MicroIMPLAN software. This software generates input-
output results that allow for an estimation of multiplier effects. Key to these
economic multiplier effects are inter-industry transactions that track the round
by round spending that results from an initial economic stimulus. In these input-
output models, the initial economic stimulus is represented by the forestry and
milling operations of the MTE. These are referred to as “direct” economic
impacts. The round-by-round inter-industry transactions resulting from direct
impacts are referred to as “indirect” economic impacts. Further, multiplier
effects can include the increased consumption resulting from increased incomes
(resulting from both “direct” and “indirect” impacts) within the region. These
income effects are referred to as “induced” economic impacts. Given that each
type of impact is unique, the sum of “direct”, “indirect”, and “induced” impacts
is referred to as “total” economic impact.

The importance of MTE activity to Menominee County is outlined in

Table 4. Note from this table that the direct impact associated with MTE activity
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represents the amount of output for Menominee County previously described in
Table 3 (roughly $96 million). This was used as the initial simulus of the model
results reported in Table 4. This translated into a total amount of value added
income of- just over $25 million and is represented as 457 total jobs (note that this
coincides with the amount of MTE employees who reside in Menominee County
shown in Table 2). |

With multiplier effects, the direct output impact of $96 million associated
with MTE operations results in a total impact on output of just over $108 million,
generating more than $12 million in indirect and induced output. The output
multiplier for Menominee County specific to the MTE activity is roughly 1.13; a
number that reflects the generally non-diverse and rural nature of the
Menominee County economy. |

This also results in 67 additional jobs created for a total of 524 jobs
attributed to the impact of MTE activities. The majority of this additional
economic activity is in non-MTE manufacturing, forestry, and service sector
activities.

. Itis important to note that while the impacts tied to MTE workers are
created (supplied) within Menominee County, a large portion of these employees
reside outside the county. While this supply side view helps in providing insight
into the income generatibn abilities of the MTE that originates in Menominee
County, it falls short in providing insight into how income stimulates regional
consumption demands. Indeed, many of the impacts associated with the MTE
occur due to the consumption patterns of MTE workers in Shawano, Oconto, and
Langlade Counties. This is due to the combined facts that many of the workers
do not reside in Menominee County and that there is only limited availability of
household consumption items found within the Menominee County retail and
service sector. .

To account for this broader regional consumptions, a second model of the

four-county region was constructed and used. An understanding of household
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IMPLAN aggregated to top-level economic sectors).

Table 4, Economic impacts of the Menominee Tribal Enterprises to Menominee
County (using data on MTE occupational structure and Micro-

Industry (Aggregated) Direct® Indirect* Induced* Total*
Output Impact {2007 $)
Agriculture $0 $3,048,782 $3,902 $3,052,684
Mining $0 $0 $0 $0
Construction $0 %0 $2 $2
Manufacturing $96,119,368 $6,672,804 $254,932  $103,047,104
TCPU * 50 $27,084 $2,030 $29,114
Trade %0 $6,459 $373 $6,832
FIRE ~ $0 $1,741 $33,960 $35,701
Services $0 $344,709 $1,669,037 $2,013,745
Total $96,119,368 $10,101,577 $1,964,236  $108,185,181
Total Value Added Impact (2007 $)
Agriculture $0 $588,199 $391 $588,589
Mining $0 $0 $0 $0
Construction 50 $0 50 $0
Manufacturing $25,410,622 $1,790,513 $170,325 $27,371,460
TCPU* $0 $11,620 3871 $12,491
Trade %0 $3,423 $198 $3,621
FIRE $0 $985 $19,222 $20,207
Services $0 $133,032 $1,253,649 $1,386,682
Total $25,410,622 $2,527,772 $1,444,655 $29,383,049
Employment Impact (total jobs)
Agriculture 0 14 0 14.1
Mining 0 0 0 0
Construciion 0 0 0 0
Manufacturing 457 324 5.1 4945
TCPU * 6 0.4 0 0.4
Trade 0 0.2 0 0.2
FIRE » 0 0 0.6 0.6
Services 0 6.1 82 14.3
Total 457 53.1 13.9 524

* TCPU = Transport, communications, and public utilities
A FIRE = Finance, insurance, and real estate

consumption demands can be found in Table 5. Note from this table that MTE
workers who reside in the four county region earned just over $12 million and

this is then spent among sectors as identified using household consumption
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demands for the income groups between $15,000 and $75,000 (first column).

These income groups account for roughly two-thirds of all households in the

four county region (third column). Sectoral distribution of household

consumption applied ratios (fourth column) to the amount of income generated

by the MTE to residents of the four-county region to develop dollar estimates of

demand attributed to MTE workers (fifth column).

Table 5. Overall Household Consumption Demands of Menominee 4-County
Region (2006 IMPLAN data)

Household % MTE % of MTE Demand
demand from  Total household  group of income Attributed

MTE income demand all all income  groups by to MTE

group income groups groups sector) workers
Agriculture $11,048,000 $16,098,000 68.6% 0.6% $74,567
Mining $55,362,000 $79,153,000 69.9% 3.0% $373,657
Construction $4,997,000 $7,042,000 71.0% 0.3% $33,726
Manufacturing $995,033,000 $1,439,821,000 69.1% 54.1% $6,715,824
TCPU $20,643,000 $30,348,000 68.0% 1.1% $139,327
Trade $6,694,000 $10,427,000 64.2% 0.4% $45,180
FIRE $35,122,000 $61,003,000 57.6% 1.9% $237,051
Services $708,760,000 $1,092,392,000 64.9% 38.6% $4,783,668
Totals $1,837,659,000 $2,736,283,000 67.2% 994%  $12,403,000

These demands were then applied to the four-county model to develop

estimates of the impact MTE workers and their household consumption demand

has on the surrounding region. These estimates are presented in Table 6. Note,

once again, that the initial levels found in Table 5 are (roughly given rounding

errors) those found in the first column of Output Impact found in Table 6. Given

this $12.4 million stimulus, a total amount of $17.9 million is generated as an

impact on output. This reflects a four-county output multiplier of 1.44; again, a

reasonable multiplier effect given the generally more diverse regional economy.
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Table 6. Impact of MTE Workers Household Consumption Demand on
‘ Menominee 4-County Regional Economic Structure (2006 IMPLAN

model results).
Industry Direct* Indirect* Induced* Total*
Output impact (2006 §)
Agriculture $438,213 $1,320,901 $40,436 $1,799,549
Mining $33,700 $117,951 $47,185 $198,836
Construction $0 $5 $2 $6
Manufacturing $7,083,469 $1,449,580 $864,311 $9,397,360
TCPU * $0 $74,355 $28,031 $102,386
Trade $0 $35,203 $18,779 $53,982
FIREA $0 $77,037 $24,898 $101,934
Services $4,798,205 $305,807 $1,107,440 $6,211,452
Institutions $4,413 $0 $0 $4,413
Total $12,358,000 $3,380,838 $2,131,080 $17,869,918
Total Value Added Impact (2007 $)
Agriculture $234,232 $307,764 $12,779 $554,775
Mining $9,779 $63,813 $28,724 $102,316
Construction 50 $0 %0 50
Manufacturing $1,983,685 $633,945 $484 921 $3,102,551
TCPU * $0 $35,088 $13,170 $48,258
Trade 50 $18,032 $7,788 $25,820
FIREA $0 $32,275 $10,406 $42,681
Services $2,876,926 $122,960 $714,875 - %$3,714,761
Institutions $0 $0 $0 $0
Total $5,104,622 $1,213,876 $1,272,663 $7,591,162
Employment Impact (total number of jobs)
Agriculture 4.2 9.3 0.6 14.1
Mining 02 0.7 02 1.2
Construction Q0 0 0 0
Manufacturing 31.6 10,9 114 53.9
TCPU* 0 0.9 04 1.3
Trade 0 05 0.2 0.8
FIREM 0 1.3 04 17
Services 1145 5.9 12.3 132.8
Institutions 0 0 0 0
Total 150.6 29.6 " 25.6 205.8

To gain insight into the opportunities for value added activities within

both the primary and secondary wood products sector, a regional comparison
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was done to assess the presence of si)ecializa’tion. This was done using location
quotients for select industry which were calculated using data from
MicroIMPLAN. These location quotients for select secondary wood products
processing seclors are outlined in Table 7. By calculating the location quotients,
we can identify a comparative level of sectoral specialization for the MTE
operations in Menominee County, its four county region, and in Northern.
Wisconsin with respect to Northern Wisconsin, the State of Wisconsin, and the
United States. A location quotient greater than one suggests that there is a
greater specialization in this sector compared to the reference region, and a
location quotient greater than five suggests generally high levels of specialization

(Shaffer et al., 2004).

Table 7. Location Quotient matrix of three wood
product sectors with reference regions:

Northern Wisconsin, State of Wisconsin,
and the U. S,

Location Quotient
Reference N.WI W1 U.S.

Region
Menominee County 17.6 120.2 143.7
Menominee Region 3.2 219 26.1
Northern Wisconsin X 6.8 8.2

Menominee County
Menominee Region
Northern Wisconsin

Menominee County
Menominee Region
Northern Wisconsin

Menominee County
Menominee Region
Northern Wisconsin
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Location quotients were calculated for three value-added sectors present
in the region, other millwork, kitchen cabinetry, and wood furniture, The
presence and specialization of select value-added industries is important for two
reasons: (1) the relative Jack of these industries would suggest that there is
potential for development, and (2) the presence and specialization of these
industries would suggest that the is a strong export component to which MTE
could market its products. Results suggest that both the Region and Northern
Wisconsin are highly specialized in sawmill operations and specialized in
millwork, but the Region is specialized in cabinetry and furniture while
Northern Wisconsin is not.

Although Table 5 displays location quotients of zero for Menominee
County, MTE reported both planing (3.6 Mbf) and milling (0.34 Mbf) operations
internal to the firm with unknown economic metrics that are included in
aggregated sawmill operations (MTE, 2007). Wood siding and flooring are
examples of products that may result from planing and milling operations,
included in the “other millwork” industry sector.

Results suggest that there exists millwork production operations in the
immediate region to demand MTE output for production of flooring and
molding, as well as cabinetry and furniture operations. These industries would
likely consume higher quality wood for use in these valued-added finished
products. These are also products which typically in the highest demand, greater
price premiums, and increased attention paid to sustainable harvest certification
(Perry, 2006).

Throughout the MTE literature, the desire to expand value-added product
lines in order to grow tribal employment and further economic development is
expressed (MTE, 2007). Analysis of the location quotient table for value-added
forest products suggests that the Regional specialization exists and that there
should be a market for MTE products, both high quality raw timber and value-
added finished goods.
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With the rapid rise of the green building movement throughout the
county, significant demand has been created for certified sustainable products,
especially value-added lines as flooring, molding, cabinetry, and furniture. Due
to this demand, and the value placed upon it due to its sustainable nature, there
may be price premium for certified products (Clay, 2003; Perry, 2006). These
premiums tend to realized at the production or retail of value-added products
rather than in the harvest and management of forests (Naussbaum & Simula,

2005).

4. SUMMARY

Representing $96 million in direct economic activity, MTE represents a
large portion of total economic output of Menominee County. When induced
and indirect impacts are added, this total amount of economic impact on output
rises to $108 million. Further, MTE represents a large workforce in the County
(457 jobs; 257 of whom reside in Menominee County). Clearly, MTE is a
significant part of Menominee County economy.

With increasing volumes of forest products entering the market, especially
imports, and overall decreasing demand due to the recent housing downturn, it
is important for MTE to distinguish itself as a leader in sustainably harvested
wood (Clay, 2003; Perry, 2006), explore new production efficiencies (Reynolds,
2006; Pickens ef al., 2005), and seek value-added product opportunities
(Naussbaum & Simula, 2005).

Menominee Tribal Enterprises is respected as a leader in sustainable
forestry and is distinct in its rich history and experience in forest management.
The strong vertical integration between the woods and the mill presents a unique
aspect of the MTE managément approach. Indeed, the MTE works within a
management structure where the forest drives the mill, rather than the mill

driving the forest. This reflects the Menominee’s philosophy of placing great

24



value on forest health and ecosystem vitality; a keystone of sustainable forest
management,

With a 150-yéar history of sustainable forest management (Burgess, 1998;
Pecore, 1997b; Pecore, 1993, Landis, 1992) and as the first forest in North America
certified by Scientific Certification Systems (SCS, 2001) MTE should éeek to
further market its products as sustainability harvested (SmartWood, etc), and to
take advantage of demand in this area and command the corresponding price

premium (Clay, 2003; Naussbaum & Simula, 2005; Perry, 2006).
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