Economic downturn – (pilot) survey of impact on forest industries

Background

There is significant interest from governments and development agencies on the impact of the current economic downturn on businesses.  Other industry sectors are currently providing regular information on the impact to support their calls for action by government.  ConFor and the Scottish Forest Industries Cluster, in partnership with UKFPA and the Wood Panel Industries Federation, are working to gather evidence of key impacts on the forestry and wood using businesses.  
This pilot survey was conducted in January 2009 with a restricted sample of companies throughout the UK.  The intention is for the data to be collected on a regular monthly basis and from a larger sample from February 2009.  The information collected will be made available to governments and their development agencies across the UK, and will support efforts to secure further support for the sector.  We very much appreciate the contributions of respondents to this survey.
Results

Fifteen companies replied to this pilot survey.  Information was gathered in confidence and aggregated for illustration of results.  In this particular survey, the restricted sample may show bias towards certain sectors and nations.  It is hoped that the sample will become more evenly spread once more companies are included in the survey. It should be noted that while some of the sectors may seem small in terms of number of businesses, the individual business may have a significant number of employees.  The total number of employees covered by this pilot survey was 4504; with companies ranging in size from 4 – 900+ employees.
In general, the survey results were less bleak than expected, with a few companies reporting improved volume sales.  The significant weakening of the pound may be providing a mitigating factor.  However, the situation is changing rapidly so it is difficult to be current.  This snapshot gives some useful information and will help to present trends on key statistics, on how the forest industries are faring. 

While the data was being analysed, the Westminster Government announced that the UK is now officially in recession.  UK GDP fell 1.5% in Q4 of 2008.

Figures 1 and 2 illustrate the sectors covered and geographic location, of the business surveyed.  Some companies work in several sectors and are based in more than one nation with UK.
Figure 4 demonstrates how respondents feel input prices have changed for their businesses, since this time last year.  Not all companies use each of the inputs (N/A).  The most significant changes are an increase in labour costs of 1-20%, and a decrease in the price of roundwood by 1-20%.  Fuel prices vary between different companies.
Since this time last year, the majority of companies surveyed have seen inputs costs rise by 1-20%, and a minority have seen a rise of 20-40% as shown by Figure 5.  Anticipated financial returns for the year are shown in Figure 6.  The majority of companies expect to see reduced profits, and some expect to make a loss for the year or at best break even.  

Figures 7 and 8 show initial trends for changes in business activity and sales, and how things have changed over the last year, and looking forward to the next 6 and 12 months.  The majority of companies have noticed a decrease in business activity and sales over the last year.  Optimism is understandably hard to find, though a few companies are predicting increased business activity.  This is reflected in Figure 11 which shows changes in business confidence over the last month, and 6 and 12 months.  To give a guide on changes in price for certain products such as saw logs, small roundwood and sawn wood, Figure 12 gives information on changes in the last 3 months from 4 companies.  This question will be included in the quarterly survey which will have a few supplementary questions to the monthly questionnaire.
Figures 9 and 10 illustrate the changes for employees in the business surveyed.  To date, staff numbers have remained the same, or if staff have been laid off, numbers have ranged from a decrease of 4 to 32.  Working hours have been reduced in the majority of companies, either with the working week being reduced to 4-days or decreases in overtime (from 10 – 35%).
J Finlayson
Cluster Co-ordinator
January 2009 
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