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COMMITTEE ON RESOURCES

March 26, 1986

Representative Al Adams

Chairman, House Finance Committee
P.0. Box V

Juneau, AK 99811

Dear Mr. Chairman:

Please accept this letter as it accompanies CSHB 306 (Res)
to the Finance Committee and include it in your members
files.

In addressing HB 306 in subcommittee it became evident that
the present administration has both the ability and the
willingness to assist in building a stronger Alaska forest
products industry.

To that end, what started out as a bill establishing a
forest marketing institute was reduced to an appropriation
bill to allow the existing Office of Forest Products to take
more aggressive action in helping to expand Alaska®"s timber
industry and associated economies.

Last year the railbelt area of our state alone used an
estimated 120 million board feet of dimensional wood, and 55
million square feet construction grade plywood and
composition board. Unfortunately 95% of these products were
brought in to our state from other areas.

The funding provided in this bill will permit the current
process of state and private sector marketing efforts to
move more rapidly and more efficiently. This effort will be
coordinated by the Office Of Forest Products (Department of
Commerce) 1in concert with the already established Advisory
Forest Products Market Committee comprised of industry
members.



As a pledge of good faith private industry has agreed in
principle to the raising of at least $50,000.00 to be used
in addition to the dollars appropriated through this
legislation.

The Resources Committee supports the administration and

the private sector in their efforts to expand the forest
products industry in Alaska and as a result would encourage
a favorable consideration of this legislation.

Respectfully submitted,

Rep. Shultz Rep. Herrmann

Rep. WalM Rep. Cato

Retf. Jenkini
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CS for House Bill No. 306 (Resources):

"An Act making a special appropriation to the Department of Commerce and
Economic Development for the promotion of forest products and providing for
an effective date."

Department Position Statement: The Department of Commerce and Economic
Development supports the Committee substitute for House Bill 306, making a
special appropriation to the Office of Forest Products for the promotion of
Alaskan forest products. This bill responds to the broadly recognized need
for a statewide forest products market development program. During this
time of declining oil revenues, it is more important than ever to promote
the economic development of our timber resources.

Background: The Office of Forest Products was formed in September 198" as
an advocacy office for the forest products industry within the economic
development arm of the department. The office operates with a staff of two
land budget of under $200,000. Objectives of the office include:

* To act as a facilitator in market development for Alaska®s wood
products.
* To promote a business climate which affords an economically viable

industry with a competitive market position.

* To aid industry in forming a statewide forest products association
and market development strategy.

* To promote better knowledge and understanding of Alaska®"s forest
industry and the products produced.

Last Spring, the office formed a Market Advisory Committee consisting of
private operators statewide. The committee has functioned to determine
areas of marketing activity that can be pursued for the common good of the
industry and plan how industry can better organize in order to deal with
market development, communications, and government relations. The com—
mittee has also defined specific market development activities 1in which
they would like the Office of Forest Products to participate.

Program: The Market Advisory Committee would serve as an important
advisory ingredient in the planning and implementation of the market
development and promotion program.

The program would include activities such as:

Initiation of a program to establish a certified lumber grading system.
Generic advertising.

Publication and translation of technical species and product brochures.
Sample shipments of wood products to new potential markets.

Trade Show participation.

Communication and contact with architects, contractors, municipalities,
State agencies, and other users.

Facilitate and participate in trade missions.

Economic research of the markets.



Benefits: The State has two major reasons for being involved in supporting

the timber industry through these kinds of activities. The first relates to
the State"s interest in the social and economic well-being of the State as
enhanced by economic diversification. The chart below shows the direct

employment benefit per million board feet.

The second reason relates to the State"s role as a major timberland owner.
The revenue generated in the form of stumpage fees from State timber sales
can be significant.

Conclusion: The State has an important role to play as an active participant
and facilitator in the development of Alaska"s timber resources. A dedicated
resource base for timber production and a market development program provide
the organized process needed to move us toward our goal to strengthen and
expand a statewide forest products industry. The department fully supports
the appropriation provided in HB 306 to help attain this goal.

Jobs Created Per Million Board Feet

Workers per MMBF
Logging 2.4

Sawmilling green lumber 12 to 17
Sawmilling cants 1.0
Sawmilling dried lumber 2.0 to
Remanufacturing lumber 7.9 to
Pulp 2.4
Plywood 5.2

2.3
8.3

The figures are from U.S. Forest Service employment studies.
Loren H. Lounsb”ry, Commissioner

Department of Commerce & Economic
Development

Thyes Shaub, Director
Office of Forest Products

[t0205A
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Alaska Loggers Association, Inc.

111 STEDMAN, SUITE 200
KETCHIKAN, ALASKA 99901
Phone 907-225-6114

PRESENTED AND SUBMITTED
BY
ALASKA LOGGERS ASSOCIATION

DRAFT
March 12, 1986
Letter of Intenc:

Regarding the Appropriation of $500,000.00 to the Office of Forest
Products in the Department of Commerce and Economic Development for the
1987 Fiscal Year.

The Alaska forest products industry in Southeast Alaska has been
experiencing difficult times in their participation in the
international markets for an extended period and the results have been
highly detrimental to employment and the general economy of that
portion of the State al ; the new land ownership patterns now unfolding
in Southcentral and Interior Alaska clearly indicate the new owners
are interested 1in bringing the commercial forest they now or soon will
own to the" market as soon as markets, economic access, and owner needs
dictate, and that about half of that forest is owned by the State of
Alaska.

The International Pacific Rim off shore market is currently strong
and rising for hardwood and it is projected and reasonable to expect
that the softwood demand will increase over the next ten years.

The railbelt of Alaska is currently consuming an estimated 120
million board feet of dimensional wood, and 55 million square feet of
construction grade ply or composition board per year and this imported
wood represents 95% of the total consumed and these facts clearly
indicates that Alaskans need to be developing and using our natural

resources to generate employment and economic activity 1in and for
Alaska.

With the international forest products markets for the next decade
projected at a slow steady growth in wood demand with a real price
improvement during the next few years, and a reasonable assumption that
in existing and future wood markets Alaskan forest products can be
competitive in domestic and overseas markets if we proceed now to renew
and develop our timber industry 1in an orderly and prudent manner. We
must move ahead with our government/industry effort to assure a healthy
economic benefit from our timber resource.

SERVING ALASKA®"S TIMBER INDUSTRY



Alaska Loggers Association, Inc.

Letter of Intent - March 12, 1986 - Page 2.

The State of Alaska for the reasons mentioned ? .ove has several
good and valid reasons for proceeding to embark upon a program to
initiate the first coordinated market development activity for our
current and future forest products industry.

The funds being appropriated in (Bill # will permit this
process of state and private industry to begin to deal with a
cooperating effort on a relatively small scale and build on this effort
from year to year to help with current industry problem areas but most
importantly prepare ourselves for the timely and prompt entrance into
the future markets. This effort will be directed by the Office of
Forest Products with Assistance and input from an Advisory Forest
Products Market Development Committee composed of up to ten
appropriately qualified industry persons. This committee will be
structured and operated under the direction of the Office of Forest
Products with periodic review by the Commissioner of Commerce and
Economic Development.

The main functions and uses for these funds will be:

1. For the good and general purposes of "Market Develop—
ment of our Alaskan Forest Products™.

2. That said market development activity shall include
any reasonable and prudent function that will aid
and assist in relating and bringing the potential
and existing Alaska timber resource to the markets
including, but not limited to, market research, new
product development, generic advertising of Alaskan
wood products, quality control and grading of wood
products, technical publications and translations,
sales aids, trade mission participation, customer
identification and education, and similar related
pursuit of new and expanding markets.



Alaska Loggers Association, Inc.

Letter of Intent - March 12, 1986 - Page 3.

The private industry as represented in part by the members of the
committee has agreed in principal that they shall make a special effort
to raise a minimum of $50 ,000 in cash and in-kind services as their
participation 1in this 1987 FY market development activity and they
expect to participate on a larger percentage in future years, and that
it is clearly understood and as stated herein that a coordinated market
development effort is necessary 1if Alaskans are to be a beneficial
participant in and profit substantially from the forest products
industry in the next decade and that this effort will take several
years and the combined Ileadership and resources of industry and
government.

END OF DRAFT

Respectfully submitted

miohn Galea
General Manager

JG/jmg



Original sponsors: Taylor and Sund

Funding Information
General Fund $500,000
Other Funds - 0 -
"$300", Ao
IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR FOR HOUSE BILL NO. 306 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart—
ment of Commerce andEconomic Development for the
promotion of forest products; and providing for an
efr"_":tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $500,000 is appropriated from the general fund
to the Department of Commerce and Economic Development, officeof forest
products, for the marketingand promotion of forest products from the
state.

* Sec. 2. The wunexpended and unobligated portion of the appropriation
made by this Act lapses into the general fund June 30, 1987.

* Sec. 3. This Act takes effect July 1, 1986.

~1- CSHB 306 (Res)
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House Bill No. 306: An Act relating to the promotion of the marketing of
forest products.

Department position statement: The Department of Commerce and Economic Devel —
opment supports the concept of the bill which addresses the serious need for
generic marketing of Alaska timber products. However, the department is not

in favor of HB 306 in its present form. The department feels this function
could more effectively be served within the existing Office of Forest Products
rather than creating a new and separate institution for this purpose. A pilot
program within the Department of Commerce and Economic Development with
advisory direction from a market development advisory committee would perhaps
be a more appropriate way to start.

Bill Summary: HB 306 proposes a forest marketing institute not unlike ASMI
(fisheries). It establishes a public corporation with an industry board
appointed by the Governor and a mechanism for a small staff. The board would
plan and implement a statewide generic marketing effort. Funding would come
from a self-imposed assessment (tax) of from .001 to .004 of the value of
forest products purchased by forest producers which would be voted on by
processors. Revenue would be deposited in the State"s general fund. The
Legislature could then make appropriation to the department to support the
institute including "appropriate™ additional money beyond the assessment col —
lected.

Analysis:

1. HB 306 responds to the broadly recognized need for a statewide forest
industry marketing program. It has opted for a public corporation rather than
a direct agency marketing effort or State support to a predominantly private
effort.

2. HB 306 proposes a self-imposed tax or assessment on the purchase of timber
products by processors. Unfortunately, pulp mills bear the brunt of this tax
and beneiit the least as their markets are very few 1in number and highly
institutionalized and, hence, don"t lend themselves to generic marketing.
Conversely, round log exporters benefit from generic marketing, yet bear
little tax. There 1is no simple solution to this inequity.

3. Given the financial distress of the timber industry the timing 1is poor for
a new assessment.

4. Limiting the assessment to businesses purchasing forest products in the
State valued at $50,000 or more would eliminate many of the small portable
sawmill operators in the Interior, leaving much of the Interior industry
outside the assessment system.



In general the bill 1is a first and important step toward a coordinated
State/private market development effort for forest products. However, there
are several approaches which could be used to address this problem. For
instance, the current Market Development Advisory Committee within the Office
of Forest Products has proposed a market development fund be set up within the
Office of Forest Products. Proposed activities include in part, generic
marketing, market research, trade mission participation, publication of
technical brochures on Alaska tree species and wood products, and general
public education activities.

Department Proposal: The department believes the bill could be overhauled and

made more equitable and responsive to industry needs. The department would
work with the sponsors and members
turing.

Date: firp

TS/cw0162A



"MEMORANDUM State of Alaska

TO:

THRU:

FROM:

Loren H. Lounsbury, Commissioner DATE January 16, 1986
Department of Commerce & Economic
Development FILE NC.

TELEPHONE NC

SUBJECT

Thyes Shaub, Director

Office of Forest Products

Department of Commerce & Economic
Development

The Alaska Loggers Association Legislative Committee asked the Office of
Forest Products Market Development Advisory Committee to establish a plan
for an increased advocacy and market development program.

The committee met late in November. The basic plan agreed upon was to
build up the advocacy and market development activities within the Office
of Forest Products and, at some point in the future, pass over a majority
of that function to a nonprofit private organization concerned with a
statewide forest products industry. This would occur in a stairstep
fashion over a period of 3-5 years.

The committee voted to draft a resolution regarding the establishment of a
special market development fund in the Office of Forest Products. If
appropriated, this fund would be administered by the Office of Forest

Products with direction of an advisory committee of statewide representa—
tion such as currently exists.

It is anticipated that by the end of five years the private sector would
be providing 30-40% of the funds and the State 40-50% with the balance
coming from federal sources to assist with the overseas market development.

The resolution 1is attached.

TS/cw0l54A
11686a
Attachment

cc: Greg Baker



Committee Resolution _
Market Development Advisory Committee
Office of Forest Products

November 22, 1955

ESTABLISHING A MARKET DEVELOPMENT
FUND IN THE OFFICE OF FOREST PRODUCTS

WHEREAS the Alaska forest products industry in Southeast Alaska has been
experiencing difficult times in their participation in the internatjonal markets
for an exténded period and the resuitshave been  highly detrimental to
employment and the general economy of that portion of the State;

WHEREAS the new land ownership patterns now unfolding in Southcentral and
Interior Alaska clearly indicate the newowners will and are interested in
bringing the commercial forest they nowor soon will own to the market as
soon as markets, economic access, and owner needs dictate, and that about
half of that forest is owned by the State of Alaska;

WHEREAS the railbelt of Alaska is currently consumlnlq an estimated 120
million board feet of dimensional wood, and 55 million square feet of
construction %éade Rly or composition board per )(ear and this imported wood
represents 95% of thé total consumed and does clearly indicate that Alaskans
need to be developing and using our natural resources to generate employment
arid economic activity in and for Alaska;

WHEREAS the international forest products markets for the next decade are
projected at a slow steady growth in wood demand with a real price
Improvement during the next few years, and that in existing and future wood
markets Alaskan forest products can be competitive in domestic and overseas
markets if we proceed now to renew and develop our timber industry in an
orderly ->nd prudent manner; and,

WHEREAS the State of Alaska has several good and valid reasons for
proceeding to embark upon a program to initiate the first coordinated market
development activity for our current and future forest products industry, said
reasons include, but are not limited to, those listed above.

NOW, THEREFORE BE IT RESOLVED BY THIS ADVISORY COMMITTEE:
The appropriate State governmental bodies and a?encies, including the State
Legislature, Governor's Office, Commissioners of Commerce and Economic

Development, Natural Resources and such others as may be involved to take
steps to accomplish and acknowledge the following:

Page 1 of 2



1. Appropriate and authorize the expenditureof $250,000 for the 1987
fiscal’ year by the Office of Forest Products for the good and
eneral purposes of "Market Development of our Alaskan Forest
roducts." These funds to be spent generally in the following
manner:

5056  For International Market _DeveIoEmentActlwty

305  For Market Development in Alaska

205  For Participation Assistance to Industry
Associations

2. That said market development activity shallinclude in these
fc mative years any reasonable and prudent function that will aid
and assist in relating and brmEmg the potential and existing Alaska
timber resource to the markets mcIudln?, but not limited to,
market research, new nroduct development, generic advertising of
Alaskan wood products, ojality control andgrading of wood
products, technical publications ‘a: d translations, sales aids, trade
mission participation, customer identification and education, and
similar related pursuit of new and expanding markets.

ano BE IT FURTHER RESOLVED:

The private industry as reFresented in part by the members of this committee
does agree and concur that they shall make a sPec_laI effort io raise a
minimum of $50,000 in cash and in-kind services as their participation in this
1987 FY market development activity and they would expect to participate on
a Iarger pe,rcenta(t;e in future years, and that it is clearly understood and as
stated herein that a coordinated market development effort is necessary if
Alaskans are to he a beneficial participant in and profit substantially from the
forest products industry in the next decade and that this effort” will take
several years and the “combined leadership and resources of industry and
government.

RESOLVED THIS 22ND DP Y QF NEVEMBE/RI

1955
by the MARKET DEVELOPMENT AD SORY COMMITTEE
Members Present -

Steve Seley, Greg Bell, Gerry Engel, Terry Brady

3161m
Page 2 of 2
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LEGISLATIVE AFFAIRS AGENCY

Section 1 is the findings of the legislature for a marketing
institute for forest products in the state.

Section 2 lists seven purposes for establishing an insti—
tute.

Section 3 adds a new chapter to AS 41 setting up the frame—
work of the Alaska Forest Products Marketing Institute as an
independent public corporation in the executive branch as
follows:

(a) An 18 member board of directors 1is appointed by
the governor of which 12 are member affiliated with
processors, Tfive are persons engaged in harvesting and
one is a member not involved in the industry. Members
serve three year staggered terms at the pleasure o! the
governor, and may be reappointed. Ten members are
required for a quorum for meetings of which there must
be at least one a year. Meetings are at the call of
the chair or when requested in writing by two members.
Members receive per diem but no compensation. Employ—
ment av'd compensation is provided for institute staff.

(b) Eleven powers and four duties are listed.

(c) An assessment is provided for not less than .001
or more than .004 of the value of forest products in
the state if the assessment is approved by at least 51
percent of the eligible processors. The director of
elections approves the election procedures used by the
institute and certifies the results. The commissioner



Representative Jack McBride
Page 2
February 29, 1984

of revenue may terminate an assessment if a petition
signed by at least 25 percent of processors who voted
in an election approving the assessment, 1is approved by
at least 51 percent of the eligible processors. As 1in
the approval election, the institute must follow cer—
tain procedures in termination. The section provides
for collection of the assessment by the Department of
Commerce and Economic Development and deposit in the
general fund, as well as appropriations of additional
money by the legislature to finance the institute.
There 1is a provision for the enforcement, determination
of forest product value and processor eligibility and a
definition portion that defines critical words in the
bill.

Section 4 adds a new paragraph to AS 39.25.110 providing for
the executive director and employees of the institute to
be in exempted service classification.

Section 5 adds the institute to entities in AS 39.50.200 who
must comply with conflict of interest laws.

Section 6 makes provision for temporary appointments to the
board of the institute to accomplish the staggered terms of
members.

RCF:oib
J4/025
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Introduced: 3/20/85
Referred: Labor & Commerce,
Resources and Finance
IN THE HOUSE BY TAYLOR AND SUND

HOUSE BILL NO. 306
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the promotion of the marketing of
forest products.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSES. (a) The legislature finds that a
cooperative effort by the state and private industry to stabilize and
develop the forest products industry of Alaska, promote quality control
within the industry, and foster expansion of the market for Alaska forest
products throughout the state, nation, and world is in the public interest
and is a valid public purpose. The legislature further finds that a co—
operative effort would benefit the forest products industry in Alaska and
that, therefore, some of the cost of maintaining the effort should be borne
by the industry. The legislature further finds that the assessments that
forest product processors may levy upon themselves wunder this Act are
intended to reimburse the state for the industry"s rightful share of the
forest products marketing effort, while reserving the legislature®s right
under the state constitution to spend the money so collected for any pur—
pose. The legislature further finds that public financing of this program
in excess of the amounts realized from the assessment during the develop—
ment phases of the program is appropriate.

(b) The purpose of this Act is to
(1) encourage the forest products industry in the state to make
greater use of the forest products resources 1in the state;
(2) expand the range of forest products harvested by the forest

products industry in the state;

-1- HB 306



1 (3) enable the forest products industry to maintain and enhance
2 the quality of forest products harvested and processed by loggers and
3 processors in the state;

4 (4) enable the forest products industry in the state to stimu-
5 late consumer identification of Alaska forest products to increase the use
6 and consumption of forest products harvested and processed in the state;

7 (5) stabilize and diversify the distribution of forest products
8processed and harvested in the state by encouraging consumers to purchase
9 Alaska forest products;
10 (6) provide for the reimbursement to the state, through assess-
11 mentsmade on forest products processors, of a part of the financial essis-
12 tance provided by the state to maintain the forest products marketing
13 effort provided for under this Act; and
14 (7) create an effort that will be financed jointly by the state
15 and by forest product processors.

16 * Sec. 2. AS 41 is amended by adding a new chapter to read:

17 CHAPTER 47. ALASKA FOREST PRODUCTS MARKETING INSTITUTE.

18 Sec. 41.47.010. ALASKA FOREST PRODUCTS MARKETING INSTITUTE
19 ESTABLISHED. There is established the Alaska Forest Products Market-
20 ing Institute. The institute is a public corporation of the state in
21 the Department of Commerce and Economic Development with separate and
22 independent legal existence.
23 Sec. 41.47.020. BOARD OF DIRECTORS. (a) The governing body of
24 the institute is a board of directors consisting of 18 members ap-
25 pointed by the governor. In making appointments to the board the
26 governor may consider nominees presented by persons engaged in forest
27 product processing, the financing of forest product processing, or the
28 harvesting of forest products.
29 (b) Twelve members of the board shall be affiliated with forest

HB 306 -2-
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products processors; eight or these members shall be affiliated with a
forest products processor that has an annual payroll in the state of
$1,000,000 or more; four of these members shall be affiliated with a
forest products processor that has an annual payroll in the state of
at least $50,000 but less than $1,000,000. Five members of the board
shall be individuals engaged in harvesting forest products. One
member of the board shall be an individual not involved with the
forest products industry.

(c) The board shall annually elect a presiding officer and other
necessary officers from among its members.

Sec. 41.47.030. TERM OF OFFICE. Members of the board serve
three-year staggered terms and maybe reappointed. A member appointed
to fill a vacancy holds office for the balance of the term.

Sec. 41.47.040. REMOVAL AND VACANCIES. A member of the Dboard
serves at the pleasure of the governor. A vacancy on the board occur-
ring other than by expiration of a term shall be filled in the same
manner as the original appointmer,

Sec. 41.47.050. QUORUM. Ten members of the board constitute a
quorum for the transaction of business and the exercise of the powers
and duties of the board.

Sec. 41.47.060. COMPENSATION OF BOARD MEMBERS. A board member
serves without compensation but shall receive the per diem andtravel
pay authorized under AS 39.20.180 for board members.

Sec. 41.47.070. MEETINGS. The board shall meet at least once a
year. Meetings are held at the call of the presiding officer or when
requested in writing by two members of the board.

Sec. 41.47.080. EMPLOYMENT OF PERSONNEL. The board may employ
and shall establish the compensation of an executive director. The

executive director may, with the approval of the board, employ and
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establish the compensation of additional staff as necessary.
Sec. 41.47.090. POWERS. The board may

(1) have a corporate seal;

(2) adopt and change bylaws;

(3) sue and be sued;

(4) adopt regulations governing theexercise of its powers;

(5) cooperate with a public orprivate board,organization,
or agency engaged in work or activities similar to the work or activi—
ties of the institute, including entering into contracts for joint
programs of consumer education, sales promotion, quality control,
advertising, or research relating to the production, processing, or
distribution of forest products;

(6) conduct, or contract for, scientific research to de—
velop and discover uses for forest products harvested and processed in
the state;

(7) receive contributions of money from persons;

(8) establish offices in the state and otherwise 1incur
expenses incidental to the performance of its duties;

(9) appear on behalf of the institute before boards, com—
missions, departments, or other agencies of municipal, state, or
federal government;

(10) acquire, lease, sell, or dispose of property necessary
to carry out its purposes and powers;

(11) establish bank accounts for the transaction of the
institute"s business.

Sec. 41.47.100. EXECUTIVE BUDGET ACT. The operating budget of
the institute shall be prepared and submitted under AS 37.07.
Sec. 41.47.110. DUTIES. The board shall

(1) conduct education, research, advertising, or sales

HB 306 -4-
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promotion programs designed to accomplish the purposes of this chap—
ter;

(2) prepare market research and product development plans
to promote forest products and their by-products that are harvested in
the state and processed for sale;

(3) develop market-oriented quality specifications for
Alaska forest products for developing a high quality image for Alaska
forest products in world markets, and adopt and distribute recommenda—
tions for harvesting and marketing forest products; and

(4) submit an annual report to the governor and the legis—
lature describing the activities of the institute.

Sec. 41.47.120. PROHIBITED PROMOTIONS. The board may not pro-—
mote or enter into a contract that promotes forest products by

(¢D) geographic origin other than from the state generally;

(2) geographic region of the state; or

(3) specific brand name.

Sec. 41.47.130. FOREST PRODUCTS MARKETING ASSESSMENT. (a) A
processor who buys forest products in the state valued at $50,000 or
more during each calendar year shall pay an assessment of not less
than .001 or more than .004 ofthe value paid by the processor.

(b) An assessment may belevied or collected under (a) of this
section only if the assessment is approved by eligible processors
under AS 41.47.140.

Sec. 41.47.140. ELECTION TO APPROVE OR TERMINATE ASSESSMENT,
(a) The institute shall conduct an election under this section after
the director of the division of elections approves

(1) the notice to be published by the institute;

(2) the ballot to be used in the election; and

(3) the registration and voting procedure for the approval

_5- HB 306
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or termination of the assessment.
(b) The assessment is levied under AS 41.47.130 on the effective
date stated on the ballot if

(¢D) it is approved by at least the number of eligible
processors who together purchased at least 51 percent of the totel
value of forest products purchased in the state during the 12 months
immediately preceding the month of the election wunder this section;
and

(2) the election results are certifiedby thf director of
the d.vision of elections.

(c) The institute shall adopt the following procedures for an
election under this section:

(1) The institute shall hold at least one public meeting
not less than 30 days before the date that ballots must be postmarked
to be counted in the election to explain the reason for the proposed
assessment and to explain the registration and voting procedure to be
used in the election. The institute shall ©provide notice of the
meeting by

(A) mailing the notice to each eligible processor;

(B) publishing the notice in at least one newspaper of
general circulation in each judicial district in the state at
least once a week for two consecutive weeks before the meeting.

(2) The institute shall mail a ballot to each eligible
processor not later than 45 days before the date ballots must be
postmarked to be counted in the election.

(3) The ballot shall

(A) ask the question whether an assessment shall be
levied under one of the following assessments:

(i) .001;
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(ii) .002;
(iii) .003;
(iv) .004;

(B) provide an effective date for the levy of the
assessment; and
©) indicate the date returned ballots must be po it-
marked in order to be counted.
4 The ballots shall be returned by mail and
counted by the director of elections.

(d) The director of elections shall certify the results of an
election under this section if the director determines that (a) and
(c) of this section have been complied with.

(e) A ballot of a corporation is presumed valid under this
section and AS 41.47.150 if the ballot is signed by an officer of the
corporation and imprinted with the corporate seal.

(f) Except as provided in AS 41.47.150(b)(2), an election to
terminate an assessment shall be conducted under (a), (c), and (d) oi
th\s section.

Sec. 41.47.150. TERMINATION OF FOREST PRODUCTS MARKETING ASSESS —
MENT. (a) An assessment levied under AS 41.47.130 may be terminated
by the commissioner of revenue if an election is held under AS 41.47.-
140 and termination of the assessment is approved by at least the
number of eligible processors who together purchased at least 51
percent of the total value of forest products purchased in the state
during the 12 months immediately preceding the month of the -election

under this section.

(b) An assessment shall be terminated by the commissioner

revenue under (a) of this section following an election if

vl) a petition is presented to the director of the division

-7- HB 306
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of elections requesting termination of the assessment that is signed
by at least 25 percent of processors who voted under AS 41.47.140 in
the election a; proving the assessment;

(2) eligible processors who together purchased at least 51
percent of the total value of forest products purchased in the state
during the 12 months immediately preceding the month of the election
under this section cast ballots for terminating the assessment; and

(3) the institute provides notice of the election under
this section within two months after receiving notice from the direc—
tor of the division of elections that a valid petition under (1) of
this subsection has been received.

Sec. 41.47.160. COLLECTION OF ASSESSMENTS AND DISPOSITION OF
PROCEEDS. (a) A processor shall collect and remit to the Department
of Revenue by April 1 of each year the total amount of an assessment
owed on the value paid for forest products by the processor in the

previous calendar year.

(b) The forest products marketing assessment collected, under

AS 41.47.130 - 41.47.170 shall be deposited in the general fund. The
legislature may make an appropriation based on collections of assess—
ments remitted to the Department of Commerce and Economic Development
for the purpose of providing financing to the institute and may appro—
priate additional money beyond the assessment <collected under this
section as need is demonstrated by the institute.

Sec. 41.47.170. ENFORCEMENT OF ASSESSMENTS. AS 43.05 and
AS 43.10 apply to the enforcement and collection of the forest prod-—
ucts marketing assessment.

Sec. 41.47.180. DETERMINATION OF VALUE AND ELIGIBILITY. When
requested by the director of elections or the institute®"s board of

dirfctors, the commissioner of revenue shall determine

HB 306 -8-
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(1) the total value of forest products purchased in Alaska
during any calendar year;

(2) whether the eligible processors approving the levy or
termination of an assessment together purchased at least 51 percent of
the total value of forest products purchased in Alaska during the 12
months immediately preceding the month of election under AS 41.47.140;

or

1
(3) whether the eligible processors petitioning for an

election under AS 41.47.150(a)(1l) are at least 25 percent of proces—
sors who voted in the election approving the assessment; or

(4) the eligioility of a processor under this chapter.

Sec. 41.47.200. DEFINITIONS. In this chapter,
(1) "assessment™ means the forest products marketing as-—
sessment ;
(2) "board"™ means the Board of Directors of the Alaska

Forest Px-oducts Marketing Institute;
(3) "forest products™ means timber and timber by-products

resulting after harvesting of timber;

(4) "hatvesting"” means removal of timber for sale;

(5) Minstitute" means the Alaska Forest Products Marketing
Institute;

(6) "processor" includes a person or firm who engages in

milling and chipping;

(7) "value"™ means the actual price paid for the forest
product resource by the forest product business, including indirect
consideration such as fuel, supplies, or machinery, whether paid at
the time of purchase of the forest product resource or tendered as a
deferred or delayed payment, except that "value"™ means the market

value of the forest product resource if the h"l-vesting of the forest

-9- HB 306
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product resource 1is done by company-owned or company-subsidized log-
ging firms operated by employees of the forest product business or by
logging firms that are operated under lease, or other arrangement.

*Sec. 3. AS 39.25.110 1is amended by adding a new paragraph to read:

(23) executive director and employees of the Alaska Forest
Products Marketing Institute.
*Sec. 4. AS 39.50.200(b) is amended by adding a new paragraph to read:
(48) Alaska Forest Products Marketing Institute (AS 41.47.-
010).

*Sec. 5. Initial appointments to the Board of Directors of the Alaska
Forest Products Marketing Institute under AS 41.47.020 enacted in sec. 2 of
this Act shall be made for the following terms:

(1) six members shall serve for one year;
(2) six members shall serve for two years;

(3) six members shall serve for three years.

HB 306 -10-
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Promoting Alaska Timber in the Pacific Rim

The new State of Alaska represent—
ative in Taiwan is attorney Chen-nan
Wang who is located in the city of
Taipei. He has been in contact with
Frank Seymour, State of Alaska Office of
Forest Products®" marketing specialist,
regarding Alaska timber resources and
their potential uses.

Alaska"s Korean representative in
Seoul, K. S. Yang, has met with Mr. Kim
Nak Dong, Managing Director of Korea
Lumber Industrial Cooperative, and
presented him with copies of "Alaska
Commercial Forest Resource", a booklet
which was prepared by the Alaska
Department of Commerce and Economic
Development and translated into Korean.
Mr. Yang reported that information from
this booklet will be used in the
February edition of the "Timber
Bulletin™, published monthly by the
Cooperative. Mr. Yang will also be
traveling with Mr. Kim Nak Dong to

Worker’s Comp

This one went right down to the wire.
All members of Alaska Timber Insurance
Exchange were pleased to learn their
company has obtained reinsurance and
will be writing 1986 workmen®s com—
pensation policies. The ability to
write the coverage was in question for
awhile but Corroon & Black notified the
Alaska Timber Insurance Maragement
Committee on December 30 chat the
reinsurance had been nlaced.

ATIE 1is in business and will be
serving its members in 1986.

Inchon Nest to promote the Alaska Timber
Import of Ssangyong Company. Mr Yang
reports that the Korean government has
lowered the timber import quota for
1986. He says, "Therefore, we need more
intensive marketing activities in the
future”.

Kaz Hayashi, Alaska®s represent—
ative 1in Japan, 1is seeking memberships
in foreign associations such as the
Japanese Rayon Association to be able to
better promote Alaska wood products and
to establish a network of information
coming back to Alaska for industry®"s
use.

Meanwhile the market development
efforts by the industry and the State
are progressing here on the home front.
A sample shipment of wood from the
Interior of Alaska is being prepared
and Frank Seymour will be traveling
overseas 1in January to prepare the way
for an ALA delegation to visit China in
March. .

Associate Member Project

Once again, ALA Associate Members
held a hospitality room for Alaska
delegates at the Pacific Logging
Congress. Here officers Dalo Sanregret
of Mack Trucks and Tom Winter of Six
Robblees man the refreshment center.
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Alaska’s Ailing Timber Industry: What Next?

Southeast Alaska's timber industry
has heen ravaged by a slump in the
world market and rising production
costs. Sitka and Ketchikan, Southeast
Alaska's mill towns, have suffered the
greatest economic loss, with
Intermittent closure of
Louisiana-Pacific Ketchikan (LPK) and
Alaska Lumber & Pulp (ALP) mills,
Environmental Protection Agency (EPA)
standards, for water quality have to be
taken seriously by the industry, argue
the environmentalists, and
Louisiana-Pacific Ketchikan has
recently decided to compromise with
the EPA over those standards, rather
than continue on in_a long and
expensive court batUe. The people of
the small quglr(ljg towns who.are Iosmg
jobs and being dislocated find it har
to accegt water quality and fish and
game habitats as the redson they are
unem&loyed. ,

\laskan environmental groups do
not find the timber industry's plight
such a terrible thmg. They simply

Imber, an

advocate cutting less, d they
have come out against the practices
employed by the Forest Service,
Alaska Lumber and Pulp and LPK.

TheY would like to see long-term
contracts let by the Forest Sefvice in
the 1950's terminated, or at least
scaled down. They want the Ioggmﬂ
industry returned to the sma
operators, out of the hands of LPK
and ALP, the two large companies
that hold the contracts.” _

Bart Koehler, Executive Director
of the Southeast Alaska Conservation
Council (SEACC), said that SEACC,
the environmental group who most
closely watches the timer industry, is

puttlnq together a management
proposal for Southeast Alaska that
'will balance as fast as we can the
various economic uses, to make sure
that there is a viable timber industry,
that it is not dominating other
resources, and that the other existing
economies survive and prosper...."

SEACC came out with a_study of
cutting practices in the Tongass
National Forest in_mid-December, at
the same tims the Governor's. Timber
Task Force handed down its final
report. The SEACC study . condemns
the level of timber available for
harvest (the 450-cut2, the Forest
Service's management policies, and
accuses the Forest Service of giving
special treatment to industry at the
expense of small companies and the
residents of Alaska.

Jim Clark, Chairman o? the
Governor's Timber Task Force and a
lobbyist for Alaska Lumber and Pulp,

rebutted some of the environmentalists
charges in a December radio interview
with Juneau reporter Laury Roberts.

"| view that report and some of the
things in there as unreasonable and
unfair .., for two reasons. The notion
of doing away with the 450 million
board. feet and the ANILCA fundmgz
provisions is one-half of an agreemen
that was reached at the time the D-2
lands bill was put together. There
were two objectives that Congress was
trying to ‘meet. It wanted to
maximize the wilderness in the Tongass
National Forest and it wanted to
preserve the industry.. So to say that
we're juct going to unilaterally cancel
one half of the deal now that” the land
has been put into wilderness really is
not a realistic alternative ... it's not
even a ballpark proposal." Clark said
he hoped the environmentalists would
be given a seat on the Task Force in
the future.

Industry/Government Solutions

On December 13, the Governor's
"Alaska Timber Tas> Force" presented
its hefty packa.?_e of suggested
remedies for the ai mgi timber “industry.
Sheffield created the 14-member
industry/government group in October
end directed it to ‘come up with
recommendations in four areas:
marketing, rules and regulations,
infrastructure, and finance.

According to Jim Clark there are
several reasons for the decline of the
timber industry including a soft market
for pulp, the strong U.S. dollar, and
competition from cheaper foreign
competitors.

(Continued on page 7)
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The Task Force would like to
expand Pacific Rim markets and
research domestic markets, and
advocates the use of generic
advert|5|n]g to promote the Alaska
product. The industry feels that it
can work with biologists to solve fish
and wildlife habitat problems. They
want more specific guidelines on
population ﬁoals for_deer, and the
report of the Task Force states that
the major difficulty faced by the
industry with the agencies responsible
for protecting fish habitat "is_ an
understandingol' their missions. Even
thojgh fisheries are a renewable
resource, such agencies seem to see
their_mission as preserving all fish...."

The Task Force tried to keep new
programs to a minimum, but did
recommend several state studies be
performed and that funding be made
available througih several emstgngi

rograms. Aflaska Industria
evelopment Authority should be
authorized to purchase loans for the
develogment of roads, camps, and
other short-use logging facilities. The
state Commercial Fishing and
Agriculture Bank should increase its
participation in the Alaska timber
Industry, and the Small Business Loan

Fund should be funded, the loan limits
raised above $500,000, and a specific
Pomon of the funding dedicated to
orest operations. o _
Another financing incentive
suggested by the Task Force would be
to enact a special investment tax
credit for the timber industry as was
done in 1984 for the oil and gas
industry. Other suggestions included
|ndustr|al_pr_opert¥ fax exemptions for
timber facilities, study by the industry
of using regional resource development
authorities in timber producing . egions,
establishment of a bonding program for
small operators to obtain “performance
and payment honds for Federal and
State timber sales, and establishment
of an Alaska Export-Import Bank
capitalized by tax exempt bonds to
provide a secondary market for loans
made by pri ate banks collateralized
%bceorntracts for international sales of

In the area of marketing, the
?roup recommended a concerted push
0 expand markets for Alaska pulp and
timber among Pacific Rim nations, and
endorsed Sheffield's recent policy
statement on foreign trade. It
recommended the state take advantage
of the U.S. Trade Representative's

Office and the Alaska Asian Office in
Tokyo to help publicise and pave the
way for increased foreign sales. Tht
group also recommended that the
Industry establish an Export Trading
Company to promote tiade with the
People's Republic of China, that
instate markets should be developed, if
feasible, and thet the Forest
Assistance Program in the Dept, of
Natural Resources be expanded to
provide more management and
marketing assistance to small
operators.

In the area of rules and
regulations the Task Force
recommended the following measures:

—a State/Federal/Industry review
of fish habitat protection measures be
undertaken and that industry take
what steg)s_ it can now to mitigate the
impact of timber harvest on deer.

—continuation of the U.S. Forest
Service's emergency utilization program
in the Tongass Whe_reb% logging
companies can leave in the woods
materiel less than 30 board feet.

—increasing the size of clearcuts
to reap the corresponding economic
benefits of increased production and
reduced costs, but not entering new
areas until the appropriate research is
completed to determine environmental
impacts.

—elimination of the "Alaska
Proviso" to the National Forest
Management Act, which would
authorize small operators to have the
Forest Service build roads for them.

—seeking assured access across
State-owned uplands and tidelands for
loggers. .

—recognizing forestry as a "use of
State concern” _

—changing U.S. Forest Service
accounting procedures to charge the
cost of roads over all entries in an
area, rather than just the first.
~—reducing road standards to moke
timbe: entry less costly, _
~—implementing a more flexible
timb * appraisal system.

—a determination as to whether
the U.S. Army Corps. of Engineers may
be exceeding its jurisdiction over
wetlands. _

—that_the Dept, of Environmental
Conservation waive certification of
certain activities already certified by
the Army Corps of Engineers to speed
up the process.

Infrastructure suggestions include:
—use of the maximum amount of
ANILCA funding possible for roads and
other facilities, to be used for
secondary roads, landings and other

(Continued on page 8)
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Legislature...
(Continued from page 4)

political action cormlttee. Dec. 30,
charging Marrou with perjury, he asked
Lt. Governor McAlpine to certify the
election and declare him the winner in
that race. '

--Senator Paul Fischer
(R-Soldotna) will be investigated bg
A?0C about failure to report $8,50
in loans in 198", On Dec. 18 he was
ordered to answer questions, about his
resignation from his previous job.

—Dec. 16 Senator Mitch Abood
FR-A_ncho,rageg announced ?Ians to hold
earings in Stcte Affairs to "straighten
out the mess" with the APOC.
Qutgoing State Affairs Chairman Vic
Fischer [D-Anchorage), as one of his
last official actions, P_ropose_d a major
rewrite of political financial laws,
from an opposite ﬁers ective.

—Dec. 17, the Senate coalition
claimed it will do away with
controversial Ieadershlf) funds
foll_owm% the House's lead, and
revitalize the Legislative Council and
LegislaMve Research. _
~—Dec. 20 a House committee
Plcked. Mobile Video of Juneau as the
ow bidder for the contract to provide
TV coverage of the House in 1S85.
Owner Bob Poole beat out the onl
other bidder, Roark-Harmon of Junead,
with a bid of $265,000. The Senate
his yet to make a decision. _

—Dec. 22 Pep. Virginia Collins
(R-Anchorage) announced she would
Introduce_ a hill to prevent legislaiors
from voting themselves large pay
raises without voter approval.

—Dee. 26, freshman Democrats
Pat Pourchot and Katie Hurley of
Anchorage announced plans to Seek
repeal of the {fagrmse legislators voted
themselves in 1983. _ .

~—The Ethics Committee will
review an $85,000 state contract to
the Alaska Business Development
Center, in which Rep. Walt Furnace
(R-Anchorage) holds a majority
Interest.

—Dec. 30 the Supreme Court
agreed to expedite handling of the
out?omg House coalition's lawsuit over

confirmation of Sheffield's appointees
in 1983.
--Senator Rick Halford

gR-Anchorage) has prefiled a bill (SB
4) that will' substantially change laws
Sovernmg condo's and common
roperty.

—A State Senate committee
SHESS) heard testimony in early
anuary from irate residents along the
railroad about careless use of
herbicides.
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A commonsense look at the
facts and fictions, pros
and cons of this complex and
often misunderstood issue

PP R 5 BV UAMES

iXks aikr Pori in Japan
sc. s as journey’s end for a
shipload of Amer.*.an-grown
s. Such logs, harvested from
iland in Washington and (j cgon
are the focus of a developing con-
troversy over the log-export policies
of the United States. On one end of
the disagreement are those who
would favor a total ban on log ex-
ports; on the opposite end are
people who hold the belief that a free
market is in the best national inter-
est. And, as is typical of most con-
troversies. there is a vast middie
ground of circumstances and (.pin-
ions that will affect the ultimate deci-
sions.

The major purpose of this article
is loac<|uaint the reader with the ba-
sics ofthe log-export issue. The issue
is complex; many knowledgeable
people simply don’t know what posi-
tion to take. Individual economic
and forestry beliefs certainly have an
effect on personal opinion. Perhaps,
as pressures mount for either/or de-
cisions, the perspectives offered in
this article can help the reader to
form a considered opinion.

Pro and Con Arguments

Arguments against exports in-
clude: 1) log exports cause a log
shortage, which increases prices to
local consumers and decreases em-
ployment. An emotional statement
of this argument goes: “We are ex-
porting jobs while running a tree
farm for Japan.” 2) We need to pre-
serve our trees for future use.

Arguments/or exports include: 1)
lops should be allocated by the forces
ol a free market. In the long run,
consumers benefit from free trade
that forces uncompetitive industry
to either change or go out of busi-
ness. 2) Even if log exports were
banned, Japan and other nations
would purchase logs from other
countries and then buy lumber and
other products from the lowest-cost
supplier, which, in most cases, would
not be the United States. 3) The
more profitable wood-growing is,
the greater the volume of wood that
will be grown. Reducing the value of

Hemlock and white fir await
export to Japan from a dock in
Everett, WA. Pen stuck in
identifying tag of largest

log gives scale
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of four other tuels as they were
priced in Morgantown, WV, in May
of 1981. These costs are for fuel only
and do not include the cost of a fur-
nace oi\other fixed costs. The)-are
applicable to the homeowner who al-
ready has one of these four heating
systems in place and wishes to com-
pare its cost with a wood heating sys-
tem, including, the purchase of a
stove. Ifone isdeciding what type of
system to ins-all it\a new home, or if
one is rcplaci g the.entire system in
an older home, the initial cost of any
system should be prorated over the
expected life of the svstem.

By selecting an appropriate wage
rate it was possible to estimate a
break-even point between wood and

20.00

each of the other fuels. Forexample,
if the alternative fuel was oil at S 1.20
per gallon,and ifavalue 0fS4.00 per
hour was placed on time, we could
afford to cut and haul wood from
about 17 miles away; at distances
greater than 17 miles the S4.00/hour
curve for wood heat lies above the
line representing the cost of fuel oil.
On the other hand, with natural gas
available at S.40 per therm, a $4.00
per hour value on our time means
that gas heat is decidedly more eco-
nomical; no matter what the hauling
distance the $4.00/hour curve for
wood heat is above the line repre-
senting the cost of natural gas. Wood
heat is competitive with coal only if
zero value is attached to one's lime.

and then only if the hauling distance
is 17 miles or less. It should be rec-
ognized, however, that the use of
coal demands some time for furnace
tending. The cost of coal in Fig. 3
includes fuel only.

Home heating with wood is obvi-
ously a labor-intensive activity, and
the cost of wood heat depends heav-
il- on the value an individual places
on his or her time.

A more detailed account of the
West Virginia study, together with a
method of estimating your own cost

f heating with wood, is available in
.he Cost ofHeating With Wood, P. 680,
Cooperative Extension Service,
West Virginia. University, Morgan-

town, WV 26506. n
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TABLE 1

SOFTWOOD LOG EXPORTS FROM WASHINGTON AND OREGON
Selected Years 1965-1980

Year Billion Board-Feet % to Japan
Scribner Scale

1965 9 95 _

VT (Author estimated)

1970 2.2 96

1975 2.2 90

1980 e 90

* Equals 92,8% o( total softwood log exports Irom U.S. Is 19% less than In 1979.
Source: Forest Policy Project, Washington Stato University

The author estimates that about 80% of the exports were from Washington, principally from private
land.

Below: author inspects Orient-bound Sitka spruce on Afognak Island, Alaska jay CmmfM

te
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TABLE I

JAPAN SOFTWOOL' LOG IMPORTS FROM NORTH AMERICA (1978)
Almost entirely from U.S.)

Volume (In thousands

Species of cubic meters’) Percentage

Hemlock 4740 45.0
Douglas-fir 4380 41.6
Spruce 513 . 4.9
Red cedar 269 25
White fir 245 2.3
Subtotal 10155 96.3

Other species 381 3.7
Total 10536 100.0

Source: Japanese Log Importer's Assn.
* 1 cubic meter equals 35.3 cubic loet

wood by restricting markets will it'
turn reduce the level of forestry as
currently practiced. 1) The national
interest requires more exports to
improve the balance of payments.
Despite log exports, the U.S is the
worlds largest importer o. forest
products.

Economists have disagreed over
the effects of various degrees of ex-
port bans. For example, it is argued
that a log-export ban would divert
Canadian lumber and plywood from
current U.S. markets to Japan. This
could increase the price of those
products in the U.S.

Obviously, those who have the
most to gain from log exports are the
tree growers and sellers. Those who
would gain directly from a ban on
log exports are those companies,
usually small and medium size, who
arc heavily dependent on purchas-
ing logs and timber on the open
market.

The national interest, as usual, is
not clear.

Who Imports?

The major issue involves the ex-
port of coniferous (softwood) logs,
principally from the states of Wash-
ington and Oregon. Japan is the
major buyer—in 1980 it received 90
percent of logs exported from the
two northwestern states. (Table |
summarizes softwood log exports

L 'EMBER 1981

from Washington and Oregon from
1905 to 1980, and Table Il sum-
marizes Japanese softwood imports
from North America in 1978))

A large volume of wood is being
exported. The 2.8 billion board-feet
exported from Washington and
Oregon in 1979 was about 20 per-
cent of the total wood harvested and
is enough wood to build about
280,000 three-bedroom homes.

Foreign purchasers (including
mainland China, which in 1980 be-
car..» a major importer) obtain
American logs by the simple fact of
being the highest bidder. American
timber companies are in the business
to make a profit; that objective,
along with the belief that a free mar-
ket is in the best national interest,
determines the selling motive.

Who Exports?

Currently, the larger timber com-
panies in the states of Washington
and Oregon are the primary export-
ers. Weyerhaeuser Company is the
largest, with Crown Zellerbach, ITT
Rayonier, Georgia Pacific, and others
also involved. Weyerhaeuser is by far
the dominant exporter—a log-mar-
ket analyst was quoted this year in
the Wall Street Journal as saying,
"The Japanese think of Weyer-
haeuser as a separate country. They
trade with the United States, with
Russia, and with Weyerhaeuser."

The slate of Washington forest
lands have an annual cut of about
800 million board-feet. and the great
majority of this timber is exported
by the purchasers as logs. Revenues
from these timber sales (163 million
in 1980) are used principally for
public education. In March of this
year, a bill was introduced that
would phase out such export. Many
educators are concerned. Most saw-
millcrs are pleased.

What Part Will Alaska Play?

Alaska has recently become a
major source of export logs. Under
terms of the Alaska Native Claims
Settlement Act. which was part of the
Alaskan Statehood Act, natives can
select over 40 million acres of fedr-al
land. This land is then considered to
be privately owned and is exempt
from the log-export prohibition on
logs from federal and state lands in
Alaska.

Old-growth timber on the exempt
land is of great interest to the
Japanese. Although no definite fig-
ure is available on the amount of
timber that would be eligible for ex-
port, it will probably be at least a
couple of hundred million board-
feet annually. Alaskan log exports in
1980 increased 24 percent over 1979
to an all-time high of 160 million
board-feet. Some hew contracts with

Japanese importersEAwave been
(Turn to page
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(1) Lu..o cups that hold nutlike fruit (2) Nutlike fruit, about the size of peas, (3) Sharp barbs, curled tendrils, and dark

identify this hardwood tree, re- dangle from twigs far into winter on this blue berries cling to green stems
nowned for furniture, construction, symmetrical tree. throughout the winter.
and fireplace fuel.
B. G B
W.
(7) The fluffy parachute seeds are (8) Furry twigs and bright red tassels iden- (9) Seed balls decc ite twigs on this tree
gone, but dry pods remain. tify these winter twigs. that sheds bark patches as well as

leaves during the fall.

by Don Shiner

Outdoor Photographers Lragur photos by the author
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able timber," he said.

The Forest Service is not happy
about the loss, either. In fact, in its
recent analysis of the timber situa-
tion in tbc United. States, the Forest
Service acknowledged the problem
squarely. Pointing out that the
heaviest niortality occurred in the
Douglas-firXrcgion, the agency ex-
plained that\iie high mortality "is
related to the concentration of tim-
ber volumes anaythe high propor-
tion of overmaturh. timber charac-
teristics of old-growth stands.” The
agency went further tcKsay that 'naif
of the nation’s timber mortality oc-
curs on National Foresls\ind that
“nearly all of the mortaiitvxm the
National Forests occurs in areaVt.hat
are unroaded and inaccessible
trucks and tractors.

“At this time, with the existing
technology, the location of process-
ing plants, and current product
prices, salvage of such mortality is
not economically feasible in most
forest stands, including those in
roatled areas,” the Forest Service
analysis states.

Regardless of the old-growth
problem, the pressing need is to re-
generate the areas of nonstockcd
forest, which amounts to about 2.6
million acres in the Rocky Mountains
and 3 million in the Pacific Coast.
Again, almost half (46 percent) is in
National Forests, largely in the
Rocky Mountain region. It will cost
about a billion dollars to regenerate
the nonMocked acreage in the West
and nun... of ti e regeneration must
lake place on private lands.

In California the possibility that
private landowners can accomplish
the task looks promising. In the 1980
report of the California Forest Im-
provement Committee, the group
identified one-fourth of the state's
16 million acres of commercial forest
lands as prime forestland. Although
these four million acres comprise a
small percentage of the total, they
carry 49 percent of the total poten-
tial for timber growth in the state.
But here's the bottom line: 65 per-
cent of all prime land is in private
ownership. What's more—and listen
closely because good news isn’t that
plentiful these days—most of the
privately owned forestland in
California is owned by those with
more than 500 acres. Not many scat-
tered small Liacts here. And most of
these owners live near their timber,
not farther away than the next
county, according to the report.
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This is encouraging because
California has its share of regenera-
tion to accomplish. Because of past
selective logging, where only the
good trees were taken, some 1.8 mil-
lion acres of private lands arc in dis-
repair. Unsiocked private acreage
totals about two million acres.

A., more than one forestry leader
has stated, "we know how to do the
job of growing and harvesting trees
while providing the other forest re-
sources and without harming the
environment. Let’s do it." If proper
planning was all there was to it, the
timber would be grown, nurtured,
and harvested without a doubt. But
the active ingredient in the formula
is people and their attitudes. South-
ern forests arc nice to look at, but
western forests are paintings of

(aje.sty, breathtaking in their gran-

Let a woodsman in their life?
NotNm vyour lifel Landowners’ at-
titudeyvwill determine if harvests are
made orXprivate lands and on what
scale. TheXnublic's attitude will de-
termine how, much timber is har-
vested from fisderal lands (and on
private lands where legislation has
dictated regulations).

The same attitudes will determine
how much more pubnc land will be
declicat 1 to wildernesV parks, or
other uses. In California, wilderness
areas already total 2.8 million acres,
57 percent of which is forestland.

Someone once said that\f it
weren’t for people, there wouli
no public relations problems,
course, there would be no need
grow timber either, except that some
species of wildlife have fared better
in most areas with proper forest
management t~an in the virgin
timber.

Some people uninitiated in forest-
ry develop chills and the ague when
tree: are cut, but ruin trees them-
selves when left to their own devices.
Del Brown, assistant state forester
of Colorado, shakes his head in won-
derment. “People arc using their
forested lands more intensely while
often not knowing how or why trees
should be managed. We see them
build a cabin on 10 acres of forest
land and unintentionally cut half
the roots of trees chosen to frame the
view. They pave over the root zone
of other trees and their roads cause
erosion,” he said. It’s understand-
able that he feels ""the main forestry
problems of the West are people
problems.™

Tough questions? Of course, be-
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Woodman's Pal For-

cause the entire problem has to be
solved in a fishbowl. Few industries’
operations stand the chance of af-
fecting so many other important
values of American life. Harvests of
trees can improve water quality or
ruin it. depending upon how and
where it takes place. Indiscriminate
harvesting in Colorado, for exam-
ple, cannot be allowed. The state is
the headwaters of live major rivers.
What the people have to decide, and
soon, is how to match the needs with
the solutions.

But lest we forget, forest produc-
tion in the West is not only a people
problem, it's the people's problem.

California is predicting a six-percent
drop in timber harvests during the
next 20 years. David K Pesonen, di-
rector of the California Department
of Forestry, sums up the future for
the entire West in one sentence. Un-
less future supplies can be increased,
he said. Californians can expect
"“higher prices, lower quantities, re-
duced quality, increased imports or
any combination of these."”
Commercial forests cover only 15
percent of the land area in the West.
Forestry leaders in the region don't
feel that dedication of the acreage
primarily to timber use is an unrea-
sonable request. . ]

Understanding Log Exports (From page 19)

negotiated, and others are pending.
Alaska's importance as a log source
will increase sharply if any restric-
tion is put on exports of state of
Washington timber.

Alaskan natives arc naturally in-
terested in receiving income from
their lands, so some logs will con-
tinue to be exported. However, a
domestic wood-utilization industry,
rather than log exporting, is attrac-
tive because it can provide morejobs
and income per unit of wood vol-
ume. Therefore, some of the reve-
nue will doubtless be used in forest
management and to develop a
wood-processing industry in Alaska.

The fact remains, however, that
local sawmills, plyw >od plants, and
other manufacturing facilities are
not profitable if the cost of their logs
is calculated as the value of those
logs if they were sold export. This
is the principal reason that logs are
exported from the United States, as
well as from other countries such as
New Zealand, Chile, and the Soviet
Union. Log-export profitability
takes precedence over national pref-
erences for processing logs at home.
Homeprocessing would provide
increased employment opportuni-
ties and greater final product values.
It will be interesting to see how Alas-
ka balances these two needs.

Regulations

Basic to understanding the export
issue is some knowledge of current
regulations affecting log exports
from the West Coast. The following
sum  hat oversimplified summary
gives nie basic regulatory informa-
tion. In a few cases, there are provi-
sions that logs ( "be exported if de-
clared surplus to industry needs, but

this affects an insignificant volume.

The exportoftimber in log form is
prohibited from state-owned lands
in California, Oregon, Alaska, and
British Columbia.

On federally owned lands, export
of logs west of the 100th Meridian
(which cuts the -18 states on a line
through North Dakota to Texas) is
almost entirely prohibited. A 1968
act, often referred to as the Morse
Amendment, limited exports from
federal lands to 850 million board-
feet (12.5 percent of the 1980 ex-
ports of 2.8 billion board-feet); how-
ever, more recent regulations essen-
tially make it illegal to export logs
from federal land.

Privately owned timber, there-
fore, has the pivotal role in exports.
A 1977 study of Washington state
log exports showed that in 1976, 69
percent of Washington exports (by
far the largest of any state) came
from private land, compared to 25
percent from state land.

Clearly, any sizable reduction of
log exports by regulation would have
to be the result of new regulations
affecting either or both private and
state forest harvest allocations.

TheJapanese Log Market

Japan will increase its domestic
production of softwoods over the
next two decades, but will continue
to import huge volumes of logs and
chips. Over 23,000 sawmills depend
primarily on imported conifers to
supply the needs of their customers.

The reason Japan is able to pay
more for logs than the domestic mills
in the U.S. is complex, and includes
many economic and socio-political
factors. For instance. Japanese saw-
mills recover a much higher per-
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rentage of a log in the form of
lumber than do domestic mills. L’.S
mills pm greater emphasis on pro-
duction speed, thereby producing
more low-value byproducts such as
chips and sawdust. The 123.000 saw-
mills in Japan, mostly very small,
are not onlv supplying customers
with exactly what they need in sizes
and grades of finished products. Inn
also are a potent political force. The
Japanese government naturally
favors imports of raw material to
keep employment at high levels, and
will encourage log imrnrts over
milled wood imports if the econom-
ics are at all favorable.

Market Competition

There most assuredly is interna-
tional competition for the Japanese
log market. U.S. suppliers are con-
cerned that further bans on log ex-
ports will force Japan to turn to
other suppliers.

The Soviet Union now provides
most of the competition for U.S. logs
in thejapnnese log market, but other
countries such as Chile have begun
substantial shipments to Japan.
Chile exports Kadiata logs to Japan
despite the 10,600-mile distance,
about double that from Seattle to
Tokyo. New Zealand was one of the
first countries toexport fast-growing
exotic conifers to Japan. (Usually
this is Pin its radiuta, called Monterey
pine in the U.S., where it is native,
and Kadiata pine in New Zealand.)

Fiji is the latest entry into the ex-
portation of fast-growth exotic con-
iferous species to Japan. In July
1980, | watched the first cargo of
plantation-grown Caribbean pine
logs (Pinus caribaea) being loaded for
shipment to Japan.

Indonesia and the Philippines
supply Japan with the largc-
diamcter logs that sell as Philippine
mahogany. And Taiwan supplies
cyp ess in five to six feet and even
htiger diameter logs (often split
lengthwise). Larch, pine, and true fir
logs arrive at Japanese ports from
Siberia.

The Protagonists

Self-interest puts people on dif-
ferent sides of the issue. If a U.S.
company is primarily a processor of
purchased wood, its profits are hurt
because log exports decrease the
supply of logsand drive the price up.
If a company, individual, or agency
isa round-wood producer, it is more
likely to favor log exports because
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they increase the profit on what s
sells and increase the value of its
trees and land.

Employees wltose jobs are either
threatened bv a ban on log exports
or enhanced In acontinuation of the
status <|tio tend to take opposing po-
sitions.

Preservationists generally prefer
to see less timber harvested rather
than more, so they usually oppose

— rrzrt— 4~

log exports.

Forest managers tend to favor
anything that encourages more in-
tensive and more profitable forestry
operations, so they choose the
higher profit route.

Facts and Fictions

Any complex issue has an element
of fiction that obscures facts and in-
terferes with Ihe ideal decision-
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making process. Before we get into
the arguments for and against log
exports, it will be helpful to throw
some light on these misconceptions:

e Fiction: Log exports are not re-
ally a problem, because generally
what goes overseas are low-grade or
other logs not suitable for domestic
use.

e Fact: Simply not true. In fact,
the opposite generalization is more
correct. The photos accompanying
this article show logs typical of a
large percentage of exports; such
logs are also in great demand by U.S.
ustrs.

« Fiction: All we have to do is ban
log exports from the Northwest and
the Japanese and others will then

have to buy our manufactured
products.
m Fact: Not true.Japanese import-

ers would expand the purchase >f

logs from other suppliers, which in-
clude the Soviet Union, Chile. New
Zealand, and Alaska. And they
would buy lumber, plywood, and
other products from the lowest-cost
supplier. Historically and currently,
the major supplier tends to he
British Columbia rather than the
uU.s.

* Fiction: The Japanese buy our
logs in the Northwest, then make
them into lumber and sell the
lumber back to us.

e Fact: Not true. Neath 100 per-
cent of the hemlock, Douglas-fir,
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and other West Coast log volume
never returns to this country in solid
wood form. Some does come hack as
paper or packaging, and tsmall vol-
ume is used in musical instruments
and toys that are sold here. For
example, Mime of the faces on
Japanese guitars are made from Sit-
ka spruce.

Predictions

From (his matrix of national and
internalionafcconomics and politics,
I am unable to prc.." cl a specific out-
come. However, here are three pre-
dictions about what will happen to
log exports in the '80s. These arc
primarily political observations, and
the reader can add his/her own eco-
nomic and forestry beliefs.

There will not be a ban on the
export of logs from private lands.
The Reagan Administration inter-
prets its mandate as favoring less
regulation, not more. Therefore,
those forest products companies
hurt by log exports, and the environ-
mentalists proposing a total log-ex-
port ban, are not going to generate
much support from the top levels
of the Administration. In addition,
preservation of private property
rights is now popular, and it's hard
to imagine that Southerners and
other champions of private property
rights would support such restrictions.

There will be a contiluing major
effort to ban the export if logs from
the state forest lands of Washing-
ton. Emotion w:li have at 'east as
much to de with the resolution of
this issue as will facts. If those in
favor of a ban are successful in con-
vincing people that “exporting logs
means exportingjobs,”and tlrat “the
sta’e of Washington is a tree farm
for Japan,” then they may prevail.
The most effective arguments for
proponents may also be those that
provoke emotion; for example,
"there are too many regulations al-
ready,” "the consumer benefits most
from freer trade,” and “better mar-
kets make better forestry.”

TheJapanese arc politically as well
& economically astute, so in addi-
tion to log imports, they will prob-
ably increase purchases of Ameri-
can lumber and plywood to help
forestall additional restrictions on
log exports.

Debate is sure to continue, and it’s
likely that log-export policy will stay
between the extremes of total pro-
hibition and free trade. Log exports
will continue to be an issue. ]
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Cape Fox Corporation

P.O. Box 8558
Ketchikan, Alaska 99901

CFC (907) 225-5163

/ February 7, 1984

Mr. John Sturgeon

State Forester

Alaska State Dept, of
Natural Resources

Pouch 7-005

Anchorage, Alaska 99510

Dear Mr. Sturgeon,

Recently my office has received and responded to a State sur—
vey being conducted by your office regarding the problems with
the forest industry in the State of Alaska and seeking sugges—

tions of what might be done by the State to restore uhe economic
viability of this industry.

After filling out and mailing in the survey, | thought about the
subject further and regreted not caking additional time to ex—
press our thoughts and concerns in greate- detail. Therfore,

this letter is being forwarded to you. 1 am taking the liberty
of providing a copy of this letter to other officials in the

hope that my thoughts might be of some small value to them as

we deal with this serious economic problem. Indeed, perhaps our
single largest problem is that it has taken so long for us to
realize that the timber industry in the State of Alaska is in
serious jeopardy. All of us in a leadership position in the pri—
vate and public sectors have helped to contribute to the current
problem through non-action or acquiescence public pressures.

I can assure you that the problem extends beyond and to a greater
depth than those factors created by the current economic recession.
The timber industry in Alaska 1is in danger of dropping to sig-—
nificantly lower levels than we have experienced and remain there
for an indefinite and lengthy period of time.

The current closures of sawmills will be followed by the closure
of pulp mills; the closure of pulp mills will be followed by a

shutdown of logging activity. Each of these will be followed by
massive lay-offs, unemployment and industry wide economic depre—

ssion. From the point of view of the timber industry the economic
depression was achieved in 1981 and continues. And there 1is no
indication that it will recover in the near future. It is highly

probable that the economy of the timber industry inAlaska will
be much worse before it gets better.
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The question at hand and directed to us in the industry is what
can the State Government do to help correct this situation? Our
response follows.

The State of Alaska has with only rare and minor exceptions
approached and dealt with the Alaska timber industry in its
regulatory functions, the State Forestry Service has been
under staffed, under funded, and almost exclusively con—
cerned with regulatory and fire Tfighting functions. Our
fires are few to none and our regulatory offerings abound.
This attitude and approach in it"s concerns with the tim—
ber industry by the State of Alaska has contributed to our

economic problem. The State is a land owner with large
timber assets to be managed to the advantage of all of
our citizens. "Your in Business"! The State should be ag-—

gressively incouraging and cooperating as a member (owner
of large timber assets) of that industry.

The State and Federal Government has adopted and implemented
laws the.t authorize, if not direct, government officials to
regulate the industry in such a manner that not one fish, not
one deer, not one egg or inch of ground, will be relinquished
to the advantage of economy for the growing and harvesting

of timber. At the same time millions of trees and millions
of acres of private and public foresc land are sacrificed

to enhance the harvesting of fish and the preservation of
wilderness area, and this 1is within designated public and
private timber harvest areas. There has developed a gross
distortion and disproportionate application of environmental
restraints on each individual timber development "site spe—
cific". This irrational lopsided process must stop!

Permit me to restate this important point - Economy in the
growth and harvest of trees is not a factor that is con—
sidered in the implementation of laws regulating the use

of land and intertidal areas. This needs to be changed im—
mediately!

To help relieve the cash drain from near empty accounts we sug
gest the state waive all easement and tideland lease fees for
five years on ail lands that are being used primarily for tim—
ber industry production purposes.

There is a desperate need for improved statewide communica—
tions within the far-flung reaches of the timber industry

in Alaska as well as a need for the industry to communicate
with government in an orderly and constructive manner. The
State needs to play a mucl. larger role in industry communi —
cations and research.
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There are needs and opportunities for reduction in the cost
of converting trees to logs and bringing them to shipside

or pulp mills. This could be achieved with little or no
sacrifice on the part of our environment. As a Forester |1
am sure that you recognize that the timber industry is a
captive of the laws of economy of scale. There is a great
differance in the ability for cost to be absorbed depending
on the size of the operation. Inexpensive beaver slide log
dumps is a good case in point. The industry has been pro—
hibited from the use of free fall beaver slides for the last
few years except for beaver slides previously in operation.
For the smaller operations that are dumping 30 mmbf a year
or less a beaver slide dump is an economic advantage that
should not only be authorized but encouraged. The addition—
al cost for bringing into place and operating a non-violent
log transfer facility is unwarranted and without justifica—
tion. Certainly any log transfer facility is going to have
some negative impact on the current environment in the im—
mediate area. However, those negative iImpacts are tem—
porary and occur infrequently - in Southeast Alaska one per
100 miles of shoreline (average) or less.

The State of Alaska should take the lead, with representa—
tives from the private sector in the establishment of an "Al-—

aska Forest Products Association™. This association would have
as it"s primary function the promotion of Alaska forest pro—
ducts throughout the international market place. An impor—

tant second function would be communications between the pri—
vate sector of the timber industry and public bodies, partic—
ularly the State and Federal Governments. In addition, the
role of economic: analysis and economic data input regarding
regulatory law needs a well staffed and broad based profes—
sional voice. Such an association would, by necessity, be
funded principally in its initial years by Steite funds;
however, it could and should be structured so that over a
period of - say five years the State"s participation de—
creases and the private sector participation increases. In
such an association the State of Alaska as well as the Fed—
eral Government should participate in part from the point

of view of a large land owner.

There are inequities in State law that places timber owners
such as Cape Fox Corporation at an unfair disadvantage to
those timber land owners outside organized boroughs. The
problem is we are required to absorb property tax cost for
services which our timber land is not a beneficiary and

our competitors are not taxed. In the 100 to 150 year Al —
aska timber growth cycle this circumstance jeopardizes the
ability of owners of large timber tracts 1in organized bor-



MR. JOHN STURGEON -4 -
STATE FOESTER
FEBRUARY 7, 1984

oughs to retain ownership of that property. We suggest the
State assumes the perogative of taxing of timber lands when
and if such taxes are necessary and can be justified.

In summary, we suggest that the largest single problems that we
have even more that the market place, 1is an attitude on the part
of State as well as Federal and local government and general pu-—

blic in their deaxings with the timber industry. There has been
over the past decade a systematic erosion of the economic footings
that sustained the industry. Requests for relief have been for

the most part totally ignored by government and the public. A
majority of the timber industry operators have been complacent
during the high market period enjoyed in the 70"s. Many people
have already suffered the consequences of these attitudes and
complancencies. With each passing month additional businesses
collapse, millions of dollars are lost and our economy is dis—
turbed. It is time to move out of the discussion and analysis
stage and start taking concrete action along several fronts if
we are to correct this very serious circumstance.

Thank you very much for the opportunity to submit the earlxer
material and this letter to you.

Sincerely,

CAPE FOX CORPORATION

F_.A. Seymour,
Executive Vice President

cc: William Sheffield,
Governor of Alaska

Robert Ziegler,
State Senator

Jack McBride, °
State Represenative

Ron Wendte,
State Represenative

Don Bell,
Alaska Loggers Association

Richard Lyon,
v.ommissioner of Commerce and
Economic Development
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Ester Wunnicke,
State Director of Dept, of Nat. Res.

John Sandor,
U.S. Forest Service

Win Green,
U.S. Forest Service

Ron Wolfe,
Tlingit & Haida Central Council

Robert Loescher,
Vice President, Sealaska Corp.

Lennie Boston,
Special Assistant, Governors Office
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Dear Lennie:

Enclosed for your review, please
to Governor Sheffield reporting on the
1985 meeting of th~ Alaska Timber Task Force.

a chance to Ipok it_over,
tomorrow to discuss it.

Yours very truly,
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Dear Governor Sheffield:

This 1is to report to you on the excellent meeting which
the Alaska Timber Task Force had on March 15, 1985. The Task
Force reviewed vyour administration®s response to the December
14, 1984 Task Force Report, as well as the responses of the

Forest Service and industry. We would Ilike to commend you on
your response and commend to you the responses we received fronm
the other Task Force participants. The setting of priorities by

the State, the Forest Service and industry was reasonable and
realistic considering what can be done to help the industry
within Federal and State budget constraints.

This letter is to list the Task Force®"s priorities after
reviewing the responses:

A. Marketing Program.

1. At page 7 of the Task Force report, the Task
Force recommended that the U.S. Trade Representative®s office be
made more fully aware of the declining position of dissolving the
sulfite pulp industry both 1in Alaska and the lower 48. We wurged
that diplomatic persuasion be used in an attempt to increase the
United Statesl market share of dissolving sulfite pulp. As you
know, South Africa 1is one of Alaska®s chief competitors on the
Pacific Rim because it produces at far less cost than Alaska

pulp.

We appreciate having your Washington Office
cooperate with the Congressional delegation 1in urging the help of
the U.S. Trade Representative. The Task Force considers this a
priority matter.

2. The Alaska Railroad can greatly assist our
effort to use Alaska wood products 1in the Southcentral and
Interior markets 1in two ways:
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a. As you know, hemlock is an Alaska species
whi.h has been difficult to market. Hemlock can be wun"id to
produce railroad ties.

At pages 12 and 13 of the report, the Task
Force discussed the use of the Alaska Forest Product Preference
(AS 36.15.010 - .020) to increase the marketing of Alaska wood
products in Alaska. Purchase of Alaska hemlock railroad ties by
the Alaska Railroad would be of great help to the industry and
the Railroad would meet the intent of this Act.

b. At page 36 of the report, the Task Force
recommended a study of the use of the Alaska Railroad to move
logs to a central processing location and then move the finished
product to South Central and Interior markets.*®

It would be helfpul to receive more cooperation
from the Alaska Railroad regarding each of the&e objectives:

a. Representative Sund has raised concerns,
wh;r-, the Task Force shares about whether the Alaska Railroad
pl s to give Alaska timber processors a chance to sell railroad
ties to the Alaska Railroad. Apparently, neither of the FOB
points specified by the Railroad are in Alaska.

b. The Task Force recommended a study of the
Alaska Railroad as a vehicle for moving logs to a processing
facility along the railbelt and then moving manufactured products
to markets along the railbelt. This proposal has been set back
by the Railroad®s recent raise 1in rates. The rate on logs has
increased by eighty-eight percent (88%).

The Task Force urges that your good offices be
used to raise the consciousness of Alaska Railroad officials
about the role it might play in assisting the timber industry in
Alaska. IT the Interior and Southcentral timber industry nlays
the role the Task Force has proposed for it, it will someday be a
major revenue producer for the Railroad.

3. As part of the overall marketing pro
specifically with the People®s Republic of China in mind, the
Task Force recommended at page 38 of its report that an

export-import bank be established. The Task Force did not make a
recommendation whether this should be done by the Sta“e or by the
private sector. However, state leadership is needed to help
develop a plan. Since this would effect not only the timber

industry, but other industries as well, the Task Force suggests
that your office call a meeting with interested industries,
including the banking industry, to explore the possible structure
of a state export-import bank.
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4. At page 9 of the Report, the Task Force
recommended that the State assist in marketing 1in two ways: (€))
generic marketing through the Asian offices and (b) participation
with associations 1in Pacific Rim, countries which use Alaska wood
products. The Task Force urges that the Department of Commerce
and Economic Development®s Forest Division be provided sufficient
funds to pursue these marketing objectives.

B . State Budget Matters.

1. At pages 14 ara 15 or the Report, the Task
Force recommended a forestry assistance program, which would
provide technical assistance and training 1in forest matters,
forest products processing, and wood utilization in Southcentral
and the Interior. The Task Force urges that this be a priority
matter 1in setting the Division of Forestry®s budget for this
upcoming year. This program 1is a priority with the Task Force
because it could be of great assistance in South Central and the
Interior. Accordingly, we urge tnat_the positions for__this
program be budged in the State Forester®s office.

2. Attached t) this letter 1is a letter written by
me on behalf of the Alaska Loggers®™ Association to Representative
Cotten. It urges that the budget of. the State Division of

Forestry be increased to include a staff position to allow the
State Forester to participate in interagency discussions
involving regulatory matters - specifically stipulations proposed
by other agencies concerning timber harvest activities. The
thrust of the letter was subsequently endorsed by the Alaska
Loggers® Association and a copy of that resolution is attached.

It is the recommendation of the Task Force that
money be found to allow the State Forester to participate 1in
permitting, regulatory matters and interagency discussions of

forest development proposals. The Task Force was distressed to
learn that State Forester Sturgeon is required to do his own
research and staff work in order to participate. Accordingly,

the Task Force urges that money be found within the DNR budget to
provide such staff,

4. I presented a loan guarantee program to the
Task Force on behalf of the forest industry which would convert
the money set aside last year for Ketchikan Pulp Corporation®s
proposed employee stock ownership plan to a program that would
benefit the entire industry as a loan guarantee program. I have
talked with a number of officials within yo"ur administration
regarding this proposal and received very sound and realistic
advice about how to proceed in shaping a bill which will be
worthy of realistic consideration.
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The proposed legislation is attached as Exhibit B.
The guarantee program would be administered through the banking
indurtry which would have an 1important interest 1in the loans.

The 1loans must be commercially reasonable - 1i.e. that is to say,,
they must fully collateralized. The 1loans would be made at
market 1interest rates. In addition, users of the guarantee

program would pay a "user fee."

We feel that this 1is a reasonable program in light
of existing budget constraints and urge your consideration and
assistance 1in shaping 1it.

4. Attached to this letter as Exhibit (
letters from Greg Bell to Senator Edna Armstrong DeVries
concerning a demonstration project at the Goose Bay facility. \We
belie™ that this type of project can be extremely worthwhile 1in
prcviu..ng data which will assist in determining the viability of
using a Kkiln to produce dimensionally stable Jlumber 1in the
Interior and South Central Alaska. This woulci be coupled with a
training program for the prisoners.

We ask the help of your administra™ on in bringing
together the necessary people to consider and coordinate this
idea. To the extent necessary, we would urge that Corrections”
budget be sufficient for this program.

C. Federal Budget Matters.

1. The Alaska National |Interest Lands Conserva—
tion Act (ANILCA) provided funding for 1intensive management in
Section 705(a) and for a revolving loan fund to purchase
equipment to harvest timber in marginal and special areas 1in
Section 705(b). The Task Force report discusses Section 705(b)
funding at page 43. The Task Force, however, ftiled to make a
recommendation with respect to this source of funding.

This was simply an oversight. Creation of this
source of funding is a priority with the Task Force. At our
meeting the Forest Service reported that the Farmer®s Home Loan
Administration 1is prepared to promulgate regulations for the use
of this funding, but that Congress has not yet appropriated
money to fund the program. We would urge the assistance of your
Washington office, working with the Congressional delegation, to
obtain the funding needed to make this a viable progranm.

2. At page 32 of its report, the Task Force urges
increased expenditures for the intensive management funds
authorized by Section 705(a) of ANILCA. The intensive management
program 1is designed to fund precommercial thinning, advanced

logging technology, and preroading. Even with the reallocation
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of funds in FY 1984, the Forest Service spent only fifty-three
percent (53%) on preroading oJ what it told Congress if would
spend during the D-2 debates. Ten million dollars more would
have been spent 1in Southeast Alaska for preroadinc in FY 84 had
the Forest Service Tfully funded the program.

We need to continue to push for more funding of the
preroading program because it provides jobs for Alaskans in
Southeast Alaska who would work for the construction companies
which obtain the preroading contracts and makes it economically

possible to harvest the timber, thus providing timber-related
jobs.

We appreciate the assistance you have given us on
this matter, including the pledge to continue to have your
Washington office work with the Congressional delegation to
increase the amount of this funding. This 1s a priority matter
with the Task Force.

3. Section 14 (1) of- the National
Management Act contained a proviso which excluded small operators
in Alaska from the opportunity of electing to have the Forest
Service build the roads needed for their sales. Roading costs
are a major front-end cost that makes it impossible for many
small operators to obtain the financing®"needed to perform Forest

Service sales. If this Alaska exclusion were removed, it “ould
be a great assistance to independent 1loggers and operators,
particularly 1in Southeast Alaska. We appreciate your continuing
cooperation on this matter and appreciate the efforts of your
Washington office to assist the Congressional delegation. This
is a priority item with the Task Force.
/
D. Rules and Regulations.
1 We appreciate the continued coopera:

your administration in attempting to eliminate the necessity to
obtain a Section 402, National Pollution Discharge Elimination
System (NPDS), permit in order to construct a log transfer
facility. This point 1is fully discussed at pages 20 through 22
of the Task Force report. We need to get administrative
cooperation from the Corps of Engineers by eliminating newly
instituted requirements in their permits which incorporate
erroneoi provisions from the now-defunct general permit proposed
by EPA (and opposed by the State, 1industry, and the Forest
Service). The Task Force asked the Forest Service to obtain a
meeting to seek this goal with the relevant agencies which will
take place on April 15, 1985.

In addition, we are seeking legislation in Congress
which would make it clear that a Section 402 permit 1is not
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required to construct a loc transfer facility. Your administra—
tion supports this legislation. Sealaska 1is taking the lead on

it for industry.

It is 1important to get these matters resolved as
soon as possible because of the major expenses involved in retro—
fitting log transfer facilities and building new transfer
facilities would have to the industry. This 1is a key priority
item with the Task Force.

2. The Alaska Coastal Zone Management Program has
increasingly involved itself in timber harvesting matters.
Consistency determinations are now playing an important role in
deciding what 1is and what 1is not permitted. We have found that
there has been 1in the past 1insufficient Iliaison between those
administering the Program and those upon whom the Program is

being administered. Accordingly at page 26, the Task Force
recommended that there be in-the-field workshops to narrow the
gap between parties. We would urge that sufficient funds be made

available within the budget to accommodate this important "need.
We urge your continuing assistance 1in nominating forestry .as a
use of State concern.

E. Infra-Structure Matters. _At pages 33 and 34, the

Task Force report discusses log hauling on public highways. The
Task Force recommenced the State consider amending the Alaska
Administrative Code to provide for regulation of log hauling on
aesigi ated routes. At our meeting State Represenatives reported
to the Task Force that the vregulation changes proposed 1in the
Report could not be made until 1986. This 1is a matter of great
urgency within the industry. Thererore, the Task Force requests
that your administration consider emergency regulations for the
1985 logging season.

I wish to thank you again for the excellent cooperation

we have received from your administration. The Task Force con-—
tinues to believe that its other recommendations are valuable and
important suggestions. towever, the Task Force thought it would

be helpful to you to prioritize our concerns 1in order to provide
a realistic program for moving a number of these suggestions
along.

The Task Force will meet again on April 16 to continue
to work for implementation of 1its recommendations. Thank you
again for all your assistance.

Yours Very Truly,

James F. Clark

cc: Congressional Delegation
Reaional Forester Mike Barton
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Analysis for HB 306

%fl?nacted, operating expenses within the Audit Division will increase as
ollows:

Contractual $3.0:

To initiate the Forest Products Marketing Assessment program, the
Di/ision will incur additional expense for forms design and publication,
postage; and in drafting and promulgating regulations.

Equipment $1.0:

To handle additional paperwork filed by processors, additional facilities
are necessary.
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ATTACHMENT

Analysis for HB 306

The figures below represent the estimated revenues collected and
available for legislative appropriation, 1f eligible processors elect a
forest product marketing assessment. Value was determined by the
Department of Revenue®s Audit Division utilizing tax returns to determine
"the costs to procure logs." It was assumed the marketing assessment
could become operational 1n calendar year 1986, and subsequently collect
assessments for FY 1987. The possible assessment rate scenarios for FY
1937 follow:

Assessment Rate (Thousands of Dollars)
a) .1 percent of value 25.0
b) .2 percent of value 50.0
c) .3 percent of value 75.0

d) .4 percent of value 100.0
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