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Bob, thank you for the opportunity to speak with the Association today about the efforts of the Palmetto Institute, and many others, in our quest to give recognition to and to propel the role that forestry plays in our economy.  Bob is one of the more active members of the Agricultural Advisory Committee of the Palmetto Institute.  His insight and support have been extremely helpful to our efforts.
I am delighted to be with you today.  One of my great joys is my farming and gardening back in Lake City.  We have planted a wide variety of trees on the farm over the years and we study them closely for growth patterns, disease resistance, and other factors relating to their potential use in South Carolina.  I mention that to make sure you understand you are not listening to a novice today.  I am not an expert on forestry, even though I have an old fire tower at my farm, but I know my trees pretty good.  In fact, last week I received a letter from the Garden Club of South Carolina, asking me for a recipe or a gardening tip to put into a new cookbook they were publishing to raise funds for their projects.  Well, a recipe was out of the question unless they wanted a number they could call from the Yellow Pages.  For my gardening tip, I wrote about trees and the advantages of planting young trees rather than transplanting older, bigger trees.  You would have been impressed.
I won’t pretend to further your understanding of the importance of the forestry and timber industry.  We, too, realize that forests are much more than trees.  South Carolina’s food, fiber, and forestry industry provides nearly a half million full- and part-time jobs, representing more than 22% of all jobs in the State.  It also provides $15.1 billion in income, or more than 17% of the State’s total income.  It generates more than $35 billion in gross sales – 22% of the total sales in the State.  One in five jobs and 17% of the State’s economic product are linked to the food, fiber, and forestry industry.  There is no doubt as to your economic power.  Those numbers are impressive for any cluster in any state.
As most of you are aware, the Palmetto Institute’s single mission is to help raise the per capita income, which is at 81% of the national average.  What this means is for every $1 the average American earns, the worker from South Carolina earns just 81 cents.  In fact, during the economic boon of the 1990’s, the greatest period of economic expansion in the 200-year history of capitalism, we did not move up a single point in that all-important statistic that truly reflects prosperity.

That’s not because our economy did not grow, but other states, particularly our neighbors, grew faster and stronger.  Palmetto Institute hired a world-class research firm called DRI-WEFA (now Global Insight) to assess South Carolina’s economic position and to give us a baseline study.

The conclusion?  South Carolina cannot compete vigorously in the knowledge-based economy with its existing mix of industries and the quality of its economic foundations.  When I speak of economic foundations, I speak of our workforce skills, quality of education, access to capital, access to research and development, our infrastructure, our business climate, and, of course, our quality of life.

We then commissioned a study by Dr. Michael Porter of Harvard to develop a long-term strategic plan based upon the concept of clustering.  When combined with agriculture, forestry is the number one cluster within the State.
But, despite the obvious substantial economic impact, you face unique challenges, such as oversupply of small timber and rising fuel costs.  Parochialism and steadfastness to traditional ways continue to exist.  There is also deforestation and land scarcity as large tracts are succumbing to real estate development and recreational or hunting use, as well as competing with crop growers.  If we are to succeed, we need to work to overcome these challenges in order to boost our competitive advantage.

Dr. Porter told us that we have the assets to be successful, but he worried about whether or not we have the will?  Do we have the will to collaborate and identify assets that will offer us opportunities to add value to our products?  Do we have the will to change direction to make us more competitive?  In South Carolina, change is considered the unofficial Eighth Deadly Sin.  Critical to our success is finding innovative ways to add value to our timber products and to encourage long-term investment in value-added processing and distribution.  Let me give you an example.  When we had our last decline in the building of new housing units, the industries providing the building materials also saw a decline – except for one area.  The building supplies needed to build “green” buildings continued to grow at a strong pace.  It was a small portion of the market but it clearly demonstrated that by adding value to your products, you could grow even in a difficult market.
Moving from traditional methods to an environment that fosters value-added innovation will require smart, skilled workers.  As I look out, I see a few gray hairs in the audience.  The average age of South Carolina’s timber harvesters is 57 years old.  We need to work together to find ways to energize our young people as to opportunities in the industry and then to prepare them for the workforce.  Despite the vast knowledge, experience, and wisdom sitting in this room, you face global competition for workers and human capital.  The head of Toyota once told the head of General Motors that his company would become the dominant automobile manufacturer because of the quality of each worker – not the CEO, not the R&D – but the quality of each worker at Toyota.  In other words, their workers are better educated, more intelligent, and more highly trained than at General Motors.  When I was touring the BMW North America facility in Greer, the BMW President for North America told me that to be a floor supervisor or even a foreman at BMW, a worker had to be able to identify a problem, find a solution, and put it into some type of mathematical formula so that the next shift would not have to solve the same problem.  And, more importantly, they expected our Tech. system, not our 4-year institutions, to teach these traits to individuals wanting to work at BMW.
So, what next?  Palmetto Institute, with help from partners such as you, is doing a comprehensive study of the agribusiness cluster in South Carolina.  Agribusiness is already a huge economic engine in this State, and it is important, as Dr. Porter said, to build on our existing assets to find opportunities to compete in the global economy.  This is a major undertaking, which we hope will map our assets, give us guidance and direction on new ways to add value, and to market our assets.  One opportunity is to find ways to reduce our dependence on foreign oil.
“Tree Power” could be the next powerhouse energy source.  Energy-focused investments are on the rise, and many see the promise of wood waste and cellulosic materials as a resource to develop bio-energy in place of fuels containing fossil carbon.  Government agencies are investing billions of dollars in cellulose-based ethanol production around the nation.  To receive this money, regions must show collaborative and regional networks that are pushing forward together with innovative, value-added ideas.  Other states are reaping the rewards as they develop diversified strategic plans as to their own energy assets.  For instance, states like Georgia are making huge commitments, both in resources and money, to find interdisciplinary solutions to current and future energy challenges.  Georgia is especially focusing on forest products, such as the Southern Pine, as a more efficient source for ethanol production.
We already know that corn- and soybean-based ethanol is not the answer.  South Carolina is a grain-deficient state, and it is questionable how much longer grains will remain a viable feedstock.  Corn and soybeans are competing for both energy and food, and we are seeing higher prices in a time of increased supply.  Also, a surge in ethanol supply has led several ethanol plants across the country to halt construction or expansion plans.
Therefore, we need second-generation feedstock and processing technology.  Feedstock research and cultivation will be a necessary part, but it will not produce the number of jobs we need in order to thrive.  Not only do we need a commodity and a market, but also value-added processing and distribution infrastructure.

Another piece of low-hanging fruit is carbon credit aggregation.  Any current oversupply of trees waiting to reach maturity before being harvested can be viewed as a source of economic opportunity through carbon sequestration.  Forests play a vital role in reducing greenhouse gases in the atmosphere because trees absorb and store carbon dioxide from the air.  These carbon credits produced can be aggregated and sold on the market.  We have already talked to Bob about these opportunities.  We are working with the Chicago Climate Exchange and with the South Carolina Research Authority to see if it is feasible to set up an organization to help aggregate your acreage for carbon sequestration if it provides to be valuable to you.  We are moving slowly, however, since the actions of Congress over the next couple of years will be critical to our efforts.
We also have to be aware and alert as new opportunities spring up unexpectedly.  For instance, the U.S. Endowment for Forestry & Communities, which is based out of Greenville and produced through the 2006 Softwood Lumber Agreement, will be offering investments in activities that promote sustainable forestry and in projects that affect timber-reliant communities, with a focus on bio-energy, carbon sequestration, bio-technology, and workforce development.  We need to make sure that the appropriate partnerships and collaborations are in place in both the public and private sectors in order to take advantage of this type of sector-specific opportunity.
We need to come up with a proactive energy plan for South Carolina – to include renewable energy opportunities and emerging technologies, conservation of our natural resources, carbon credit aggregation, and other worthwhile opportunities.  We are hoping our comprehensive study will give us a roadmap for the implementation of an energy plan in South Carolina.  The one thing we do not want is a plan that will slow rather than grow our economy.  I really appreciate your participation in this project and hope you will contribute to its funding.
We also need to continue to sell our leaders on the value of our forestry industry.  We need to stress the importance of forest product labs to promote R&D to ensure that we enjoy a healthy, sustainable, tree production and innovative processing, while ensuring that we are conserving our natural resources.
South Carolina’s forestry and timber industry is perfectly positioned to take advantage of funding opportunities if we put in place the right partnerships and strategic vision to build upon our existing assets.  We need to add value to our products, to market them better, to connect the research to practice, and to protect our natural resources.

Although it is important that we continue doing the “public good,” much success comes from “enlightened self-interest.”  Adam Smith, the father of conventional economic theory, has written that, “It is not from the benevolence of the butcher, the brewer, or the baker, that we expect our dinner, but from their regard to their own interest.”
We’ve learned that we can no longer be “business as usual,” but instead must create and manage the right relationships and collaborations and to put in place a practical framework that will build upon our own assets and encourage an innovative and enterprising culture in today’s economy.

We hope that – together – we can build a new future and new plan for South Carolina:  A future that embraces new ideas and innovative technology, with a plan that markets and sells the viable future of forestry and its products, while ensuring that we remain good stewards of our natural resources.
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