


Introduction and Background Statements 
This report is based on research that estimates the economic gains to rural New Hampshire 
communities and the State from increased utilization of surplus low grade logs and residue, 
resulting from the establishment of a potential wood chip export program. Direct economic 
benefits are measured for both public and private landowners, consulting foresters, wood har
vesters, chipping and trucking operations, and activities at the Port of New Hampshire. Indirect, 
often called spin-off, economic benefits also are estimated for the State using a state level input
output model. It was developed by researchers in the Department of Resource Economics and 
Development at the University of New Hampshire. 

This topic is timely and important from several viewpoints. The State has recently adopted a 
policy objective of expanding export markets for renewable natural resource products. The 
forestry and wood products industries have sought economic information in terms of feasibility 
of these ventures. Also, the Port of New Hampshire has been exploring the operational feasibility 
of exporting wood chips in conjunction with the expansion project of the shipping facilities. This 
integrated analysis may be used by decision makers as a basis for potential public investment in 
new or expanded infrastructure. 

To understand potential economic gain from any new economic activity, it is important to assess 
the current state of the rural economy. Currently, the forest products sector is marked by under
employed labor and capital resources. Opportunities in complementary agricultural enterprises 
continue to decline for this surplus labor resr>urce. For instance, dairying continues its long term 
trend of fewer farms, fewer cows, and increased substitution of capital for labor resources. 
Tourism, often the most accessible local alternative employment sector, tends to be seasonal, 
offers low wages and part-time work. It is dependent on favorable weather and generally good 
economic conditions throughout the country and to a lesser extent, internationally. In general, 
given the decline in rural New Hampshire economic activity, the need to study alternatives for 
increased employment and expanded business activity is paramount. 

Wood chipping is an established industry in New Hampshire. The State's nine wood-fired 
electric plants purchased over one million tons in 1992, from New Hampshire sources. However, 
this represents only 10 percent of the annual tree growth. Recent purchases and continuing 
negotiations for additional purchases of these plants or buyouts of existing contracts by their 
public utility purchaser have added uncertainty for established markets for biomass (whole tree) 
wood chips. It remains to be seen what the final disposition will be of the plants that entered into 
sales agreements with Public Service of New Hampshire. Additionally, paper mills have indi
cated a desire to sell surplus chips from their extensive land holdings. Therefore New Hampshire 
is well poised to capitalize on the projected increase in world demand for pulp wood chips, 
because the Port of New Hampshire is a deep, year-round port capable of handling large vessels. 
Expanded harvesting of the plentiful renewable chip-graded wood continues to be a major 
silvicultural recommendation by the State Forester and the New Hampshire Timberland Owners 
Association. This practice stimulates growth of trees of higher quality and value for the produc
tion of veneer and lumber. New Hampshire has established a record of harvesting and utilizing 
wood chips in an environmentally sound manner. The State has over 250 licensed foresters 
available to oversee sound management practices. 

The value-added product under consideration in this report does not compete with existing 
products or users. These chips are produced from random length stem wood that is of inferior 
quality and can not be utilized by sawmills to produce lumber. Prevailing market prices insure 
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