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ew Brunswick’s new forestry
Strategy' was released on 12 March
2014. The next day, provincial forestry
leader, ].D. Irving (JDI), announced
it would be making over 80% of the
expected new investments in the
industry. As highlighted in Table 1,
a memorandum of agreement (MoA)
between the government and JDI?
indicates that JDI is to receive 62.1%
of the additional wood fibre annually
released from Crown lands, make over
85% of the expected new investments,
and create 65.2% of the expected
new jobs in the industry. While other
important questions can be asked about
the Strategy, the question we focus on
here is: are these job figures a reasonable
goal given the additional access to Crown
lands? Could the public reasonably
ask the government to do better?

Jobs are an important issue in New Brun-
swick. Recovery from the 2007-08 finan-
cial crisis has been slow and province-wide

Strategy | MoA with JDI | MoA/Strategy
Fibre (thousand m®) 660 410 62.1%
Investment
Jobs 500 326 65.2%

Table 1 - New Forestry Strategy and the MoA with JDI - Figures at a glance
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unemployment has generally been rising
since 2007.> The most recent Statistics
Canada data suggest an increase in the
provincial unemployment rate in the last
month coupled with a decrease in the
participation rate. Unemployment rates
are higher in the northern part of the

province. Especially worrying is the near
20% unemployment rate for 15-24 year
olds in the province.* These depressing
statistics coupled with an upcoming
provincial election make the current
government desperate to see employment
increases. Indeed, a significant selling
point of the Strategy, at least as advertised
by the government, is the number of

new jobs created in the near future.

It is not unreasonable for New Brun-
swickers to ask if the Strategy is a good
deal for the province especially with so
much of the newly released wood going
to JDL JDI is the largest single player in
provincial Crown land forestry and owns
a significant freehold (It is also true that
JDI is a major forester in Maine and

has forestry interests in Nova Scotia.).
The goal of JDI is to make profits. JDI
is not in the business of creating jobs or
generating revenues for the province.

A firm that has market power in the
purchase of an input is predicted to drive
down the input price (thereby saving costs
and increasing profits) by purchasing less
of that input. Given JDI’s size, access to
Crown land leases, management contracts
for Crown land, and large freehold, it is
quite reasonable to expect that JDI has
market power in the forestry products
labour market and in establishing the
purchase price of wood in the province.
As it relates to employment in the forest
products sector, one indicator that JDI
has market power would be a low number
of jobs created in the sector. In other
words, there is sound economic reason-
ing for New Brunswickers to be worried



about their government’s recent Strategy
for Crown lands as it may enhance the
market power JDI likely has in the

forest product sector, further limiting
job-creation strategies in the future.

Are 500 jobs in return for annual removal
of 660,000 cubic metres of Crown timber
a good deal for New Brunswickers? To
assess this Strategy, we must find compara-
tive data, ensure that we define jobs in a
common manner, and find a common
way to assess different wood harvests and
the conversion of harvest into jobs.

Fortunately, comparative provincial data
is publicly available from the Canadian
Forest Service® and nearby American

data is available from the North East
State Foresters Association.® Like Natural
Resources Canada, in its State of Canada’s
Forests reports’ (see page 35 of the report),
we adopt the language of a “direct” job in
the forest product sector as being one that
occurs within the forest product sector (in
the woods, the mills, wood product manu-
facturing, and forestry support activities)
as distinct from “indirect” jobs (such as
investors and equipment manufacturers).
These distinctions are clear in the data
from both the Canadian Forest Service
and the North East State Foresters Associ-
ation. They are also clear in the MoA (see
page 10), and in a JDI press release regard-
ing investments at the St. Leonard’s ve-
neer mill.2 Oddly, it is only in the govern-
ment’s Strategy where such a distinction
is not made. Like the State of Canada’s
Forests reports, we too will adopt a com-
parison of “direct” jobs because of data
availability and to ensure comparability.

Different regions harvest different
quantities of wood and employ differ-
ent numbers of people in the forest
products sector. We define employment
intensity in a region as the number of
direct jobs in the forest products sec-

tor divided by the thousands of cubic
metres harvested (i.e., direct jobs/1000
m?). Further complicating the analysis,
state-level data is measured in softwood,
hardwood, and mixed cords and must
be converted to cubic metres. This was
done using industry-accepted methods.’

Figure 1 presents a graph of employment
intensity in the forest products sector for
New Brunswick and nearby regions for
2011, the latest year for complete data.
Prince Edward Island data is dropped be-
cause of its small harvest and lack of data
availability. Note that New Brunswick (at
1.376) is at the bottom of the intensity
ranking in this group, followed by Maine
(1.581), and Nova Scotia (1.640). This or-
dering may be coincidental in 2011, but it
is worthy to note that these three jurisdic-
tions are closer to each other in terms of
employment intensity than they are to the
next lowest jurisdiction - New Hampshire
(2.428) - and well below the regional
average of 2.815. It could be that market
power in labour demand in the forest
product sector has helped to keep New
Brunswick’s employment intensity low.

Greater detail can be gleaned from a
detailed look at the sub-categories within
the forest products sector (refer to Table

2 on page 39). “Jobs in the woods” show
both lower intensity and lower variance
than “jobs in the mills.” It seems that if
job expansion was the goal, it would have
to happen in mills and other secondary
manufacturing plants. Some very prelimi-
nary research suggests that in jurisdictions
with a large amount of timber resources
devoted to pulp production, employment
intensity is lower, but more data and
analysis is needed to draw a firm conclu-
sion. Note, however, that of the $513 mil-
lion of new investments as outlined in the
MoA (Table 1), JDI has announced that
$450 million will go to upgrade the pulp
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and paper mill in west Saint John'® - that
is almost 88% of the contracted invest-
ment. While the company’s press release
indicates the number of construction jobs
created, no mention is made of new per-
manent positions at the mill itself. That is
in stark contrast to JDI’s announcement
at the St. Leonard’s mill.® Pulp mill
investment is typically capital intensive.

Equally telling, however, is what is missing
from these provincial data as compared

to their American counterparts. The
North East State Foresters data provide
employment information on wood
energy (1,795 jobs across the four states),
Christmas trees and maple products
(1,898 jobs), and forest-related tourism
and recreation (72,576 jobs). These states
seem to have a broader concept of for-
est management; a forest is something
greater than a source for fibre generation.
More research and policy exploration

Figure 1 — Direct Jobs: Forest Products Employment Intensity by Jurisdiction. See Table 2 for details

Timber Marvest
(2000 m3)

9,891

9231 12,002 3,803 28923 1,959

21,885 13,682 6,266
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in this area is definitely warranted.

How will the new Strategy impact the
already-low employment intensity in New
Brunswick! The MoA clearly delineates
“direct” and “indirect” jobs (see p. 10).
Of the 326 jobs expected to be created

in total, 178 (or 54.6%) are “direct.” The
Strategy makes no such division, but
given that over 60% of the annual timber
volume is contracted to JDI through the
MOoA, it is a reasonable first approxima-
tion to apply the MoA percentage to

the Strategy’s total jobs figure of 500.

In this case, the Strategy is predicted to
create approximately 273 direct jobs (i.e.,
178/326 x 500) in the forest products
sector. In other words, the Strategy has
an employment intensity of 0.414. But,
the Strategy is also only incremental to
existing harvests in New Brunswick.

Adding the Strategy to existing manage-
ment is comparable to having a passing
grade on a series of quizzes in a class, but
then failing the next quiz. Your average
will fall; not to the value of your latest
quiz, but it will fall. Using a weighted
average technique, we can cumulate

the existing employment intensity in
2011 with the Strategy’s intensity and

get a projected intensity of 1.307. In
other words, this Strategy is using Crown
land to make New Brunswick less job
intensive in the forest products sector.

Employment intensity in the forest
product sector has been declining in New
Brunswick for the last few decades." The
government’s new Strategy only enhances
this trend. In part this reflects the increas-
ing capital intensity that has taken place
in the existing forestry industry. In part
this reflects the government’s decision to
implement a Strategy that, for the most
part, has been negotiated as a contract
(the MoA) with the largest forestry firm
in the province. Moreover, that firm

likely has the ability to exercise market
power in the relevant labour market that
would serve to lower employment inten-
sity. The use of Crown land (i.e., land
jointly owned by all New Brunswickers)
to implement such a Strategy and further
enhance this market dominance seems
misguided. Finally, this Strategy might be
classified as lacking in creativity. It seems
to be more-of-the-same with no public
consultation and no analysis of what
other options might exist for dealing with
Crown land management and licensing,
industry structure, and a broader concept
of the role a forest plays in society.

A study like this raises additional ques-
tions that deserve further analysis:

* Are there additional reasons for
New Brunswick having the lowest
forest products sector employ-
ment intensity in the northeastern
region of North America, and how
can this inform forestry policy?

¢ Does New Brunswick keep statistics
on alternative forestry uses such as
maple syrup products, Christmas tree

and wreath production, and forest-
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Jacquet River Gorge
Photo by D.F. McAlpine/ New Brunswick Museum
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related tourism and recreation? If
so, why are these revenue-generating
and job-creating uses not integrated
into the province’s forest manage-
ment plan and especially into the
Crown land management plan?

Has New Brunswick’s government
explored the strategies used in nearby
jurisdictions to compare alternatives
for Crown land management?

Would the government consider
setting aside Crown land timber
allotment to explore forest manage-
ment innovation and study employ-
ment intensity performance’

Should New Brunswick more care-
fully explore the uses of its Crown
timber resources! For instance,

should so much of the fibre be

devoted to the manufacture of pulp?

Clearly the forestry Strategy for Crown
lands management will create some
additional jobs in New Brunswick at a
time when the province is desperate for
jobs. But, does desperation necessarily
lead to good decisions! We need to ask
if this is the best we can do with our
crown timber resource! Could we create
more jobs for New Brunsickers and more
revenue for New Brunswick with a bet-
ter strategy that might allocate more of
our timber resources across many small,
medium and large business partners in
new and diverse projects? The data sug-
gest that New Brunswick is at the bottom
of the regional heap when it comes to
turning trees into jobs and the analysis
here indicates that implementing the
Strategy will put New Brunswick further
behind. It may not be wise to use ad-
ditional Crown timber for this purpose.
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Jurisdiction Proposed NB
NB NS QC ON ME NH |(VT |NY Strategy | MoA
Year 2011 | 2011 | 2011 | 2011 | 2011 |2011 |2011 [2011 (2014 2014
Harvest (thousand m”) 9,231 | 3,903 |21,885] 13,682 12,002 2,923 | 1,959 | 6,266 | 660 410
"Direct" Jobs 12,700 | 6,400 | 75,000 | 53,500 | 18,980 | 7,096 | 5,802 | 42,166 | 273 178
Forestry and Logging 2,200 | 1,200 [9,200 | 3,900 | 5,200 |2,860 | 875 2,300
Pulp and Paper 3,300 | 1,800 | 28,100 23,800 7,300 | 1,100 | 1,000 | 16,500
Support Activities for Forestry 1,100 | 1,300 {3,300 [ 3,400 | n/a n/a n/a n/a
Wood Product Manufacturing 6,000 | 2,100 | 34,400]| 22,300 6,480 | 3,136 3,927 | 23,366
Jobs per 000's m*
Direct 1.376 | 1.640 |3.427 | 3910 | 1.581 |2.428(2962|6.729 | 0414 0.434
Forestry and Logging* 0.238 | 0.307 | 0.420 | 0.285 | 0.433 | 0.978 [ 0.447 | 0.367
Pulp and Paper 0.357 | 0461 [1.284 | 1.740 | 0.608 |0.376|0.510 | 2.633
Support Activities for Forestry [0.119 | 0.333 | 0.151 | 0.249
Wood Product Manufacturing®* | 0.650 | 0.538 | 1.572 | 1.630 [ 0.540 | 1.073]2.005 | 3.729

TaBLE 2: Forest Propucts EMPLOYMENT INTENSITY ACROSS NORTH EASTERN NORTH AMERICA

* US state data includes Forestry, Logging, and Trucking while Canadian data separates Forestry and Logging from Support
Activities for Forestry. As a first approximation, one should add these two intensity measures for the Canadian data before
comparing it to American data. This does not change the result.

** US state data here include furniture manufacturing. It is not clear if provincial data do the same. Removing furniture
manufacturing from the data changes quantitative results but not rank ordering nor qualitative conclusions.
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