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Phone 907-163-3175 Phone 907-225-6114
FAX 907-463-5515 FAX 907-225-5920

October 3, 1991

Dear Senator:

Enclosed you will find a copy of the recently completed report: on
the "Role of the Forest Products Industry in the Southeast Alaska
Economy"”. The Alaska Forest Association commissioned the McDowell
Group of Juneau to conduct this study to measure the current status
of Southeast Alaska's forest products industry -- and her it fits
into the regional economy.

The study reveals that the forest products industry accounted for
37% of the private basic economy in Southeast Alaska in 1990.

Workers in the forest products industry earned approximately S165
million in wages and salaries during 1990.

In addition to the picture of the industry in 1990, the study
provides a brief historical background, a review of the current
situation as well as an outloox for the future.

I hope you will find this report useful and informative.

Sincerely,

C

Thves J. Shaub
Government Affairs Director

enclosure
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City of Tenakee SnHnss

RESOLUTION 94-23

In the Council Introduced by
March 24, 1994 Molly Kemp.

A RESOLUTION FORTHE CITY OF TENAKEE SPRINGS, ALASKA,
LN SUPPORT OF BALANCED MULTIPLE-USE MANAGEMENT OF THE
TONGASS NATIONAL FOREST, AND OPPOSING HJR 55
CURRENTLY BEFORE TIIK ALASKA STATE LEGISLATURE

JIFRF.AS. the City of Tenakee Springs is located within the Tongass National Forest; and

WHEREAS, the economy of Tenakee Springs is based on commercial fishing, tourism,
subsistence, and value-added forest products manufacturing; and

WHEREAS. House Joint Resolution (HJR) 55 would ask the Congress of the United States to
direct the U.S.D.A. Forest Service to give preference to timber harvest on the

Tongass at the expense of fisheries, subsistence, tourism and recreation: and

WUT;RJIAS. the policy proposed in HIR 55 would have direct and long-term negative impacts
on the community and economy of Tenakee Springs:

rHERiWORJE BE IT RESOLVED thni the Common Council of the City of Tenakee Springs,

Alaska, supports balanced, responsible, sustainable rnultipic-use management of the
Tongass National Forest and opposes HJR 55.

ADOPTED UNANIMOUSLY THIS 24TH DAY OF MARCH 1994

Dale R. Ziel )
City Council President

cx officio MAYOR

Citv Clerk

SUSHTTED Fcfr AfCKelS  f\BL



House Economic Task Force

iKiir: Slaie Capiioi, Room 507

Rep. Eiiesn Pnniuco MacLcan Juneau, AK 99301
Vice-Chair Phone: (907) 465-4833

Rep. Jeannette James Fax: (907) 465-2278
Menters: Rep. Cari Moses
Rep. Bettye Daeis Rep. Bill Hudson Rep. Al Vezcy
Rep. Joe Green Rep. Jerry Mackie Rep. Bill Williams

SPONSOR-STATEMENT HJR' 55
RELATING TO THE IMPORTANCE TO THE ECONOMY OF SOUTHEAST
ALASKA OF CONTINUED TIMBER HARVESTS ON THE TONGASS
NATIONAL FOREST
prepared for the House Economic Task Force
by Rep. William K. Williams, Chairman, Timber Working Group

House Joint Resolution 55 asks the U.S. Congress to review the economic
impact on Southeast Alaska and the forest products industry of the
wilderness designations imposed by ANILCA, and the wilderness
designations and changes in management practices brought about by the
Tongass Timber Reform Act of 1990; it also requests that the Congress
increase the amount of Tongass timber available for harvest, and provide
sufficient funding to the USDA Forest Service to facilitate harvesting the
maximum available under law.

Congressional action has, through wilderness designations, closed to timber
harvest roughlv two thirds of the commercial forest land in the Tonsgass
National Forest: one third is designated wilderness, another third will not
be opened for harvest. The remaining portion, about two million acres, is
to be harvested according to the Tongass Land Management Plan, which
establishes the allowable sale quantity. Reduced federal appropriations for
Tongass timber sales in the last few years has caused a shortage in the
timber supply, resulting in the loss, since 1990, of more than 600 forest
products industry jobs in Southeast Alaska. Temporary layoffs during
1992 affected employees at pulp mills in Sitka (Alaska Pulp Corp.) and
Ketchikan (Ketchikan Pulp Co.). The closure of the puip mill in Sitka caused
the loss of nearly 400 direct jobs. The USDA Forest Service has threatened
to cancel one of the two 50-vear harvest contracts that supports the

region's timber industry.

The lack of an assured supply of Tongass timber available, for harvest
poses a great threat to the economic well-being of the region and the
viability of the industry on which many Southeast communities are
dependent. HJR 55 provides an opportunity for the Alaska State
Legislature to urge Congressional action in order to avert economic
disaster.

SPONSOR STATEMENT
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Introduction

The 1980s were an eventful time for Southeast Alaska's forest products industry.
The industry began the decade with strong markets, record high levels of
employment and a bright future. But then the market for the region's forest
products began to decline, primarily as a result of declining Japanese demand.
Timber harvests on the Tongass National Forest dropped by 50% over the next five
years. Employment in Southeast Alaska's forest products industry declined by 1,000

jobs.

Meanwhile, the emergence of Native corporations in the Southeast Alaska forest
products industry prevented even more dramatic cuts in employment. Timber
harvests on privately held lands increased almost ten fold between 1980 and 1985.
This supported logging employment in the region, but because the timber was
exported as roundlogs (with no value-added processing) it did not prevent
employment in the forest products industry overall from declining further.

International markets began to improve in 1986 and the region's forest products
industry began to recover. While the private timber harvest stabilized, the Tongass
harvest doubled within three years. Employment in the industry increased by 1,400
jobs within those same three years. Another jump in Native-owned timber harvest
in 1989, along with steadily increasing Tongass timber harvests, pushed
employment in the industry to a record high of over 4,000 jobs by 1990.

Today, Southeast .Alaska's forest products industry is at a critical point. The first
harvest of private timber is near completion (subsequent harvest will not be
available in the near future), and logging effort on private land is declining. Timber
harvests on the Tongass National Forest have increased steadily since 1985, but
there is the concern that timber availability on the Tongass is constraining the
industry and may in fact be causing some employment decline. These issues have
important implications for the reg.on's economy, where the forest products industry
is a leading economic force.

The purpose of this study is to measure the current status of Southeast Alaska's
forest products industry - and how it fits into the regional economy. The primary
measure of industry activity considered in this study is direct employment. Direct
employment includes all labor involved in accessing the timber (road building),
falling the timber and transporting it to tidewater, ship loading, transporting the
logs to sawmills or pulpmills, and finally processing the logs into lumber or pulp.

Direct employment does not include labor involved in regular supplying of remote
camps, other transportation support of logging communities (air taxi employment,
for example), or labor employed in sales of logging equipment or contracted sendee



of such equipment. These and similar types of labor are classified as indirect or
support sector employment.

This study presents a complete picture of forest products industry employment in
Southeast. Measures of timber industry employment are published regularly by the
Alaska Department of Labor (ADOL). ADOL estimates of timber industry
employment in Southeast exclude important components of the industry such as
logging road construction, log trucking, and marine transport of the logs to sawmills

and pulp mills.

Most existing measures of Tongass timber harvest-related employment exclude any
discussion of Forest Service employment. The USFS employs nearly 800 people in
Southeast Alaska. A significant portion of this employment exists because part of
the Tongass is managed for commercial timber harvest. Forest Service employment
is an important component of the forest products industry and the regional
economy and therefore is included in this analysis.

Methodology

The employment and payroll data presented in the study is the result of a survey of
about 40 businesses participating in the Southeast Alaska timber industry (a similar
survey was performed in 1990). Businesses responding to the survey account for an
estimated 90% of all Tongass timber-related employment These businesses were
asked to provide copies of the Employer's Quarterly Report forms which all Alaska
employers are required to file with the Employment Security Division of the Alaska
Department of Labor. On these forms, employers record the number of employed
workers each month and the total wages and salaries paid for the three-month
period. These are the same forms that ADOL uses to compile the employment and
payroll data published in their Statistical Quarterly series.

Included in this survey were Southeast’s two pulp mills, five sawmills, IS logging
companies, about 10 logging-related construction companies, and six towing
companies, and a variety of other timber-industrv related businesses.



summary of Findings

e The forest products industry direcdy generated an annual average of 4,100 private
sector jobs in 1990. The Tongass National Forest accounts for about 70% of these
jobs, timber harvests on private lands account for the remainder.

* Workers in the forest products industry earned approximately $165 million in
wages and salaries during 1990. This includes payroll for loggers, road builders,
stevedores, sawmill workers, and pulpmill workers.

e The forest products industry accounted for over one-third (37%) of all private
basic industry employment in Southeast Alaska in 1990.

 Including timber harvest-related U.S. Forest Service employment, the forest
products industry generated just under 4,500 jobs and $180 million in payroll

in 1990.

* .Among all basic industry in Southeast Alaska, including government basic
industry, the forest products industry accounts for 25% of all employment.

e In 1991, employment in Southeast / laska's forest products industry declined
sharpiy. This decline is due to reduced timber harvests on private land, and to
curtailed Tongass timber harvests.

* With the first harvest from private lands nearly complete, employment from
private timber harvests is declining and will continue to decline. Employment
on the Tongass has declined in 1991, not because of market conditions, but
because of reduced availability of timber for harvest.

* Preliminary Alaska Department of Labor data indicates that Southeast Alaska's
forest products industry may have lost nearly 1,000 jobs since 1990. Because of
declining forest products employment, the Southeast region economy is declining

in 1991.

e Long term stability in the forest products industry will depend on international
market conditions and on the availability of timber on the Tongass National

Forest.



Chapter |. Employment and Payroll
p}n the For styPro ucts IndaLYstry

Southeast Alaska's forest products industry includes two principal components, the
Tongass National Forest component and the private Native corporation
component. In terms of employment and economic impact, the Tongass National
Forest plays the lead role. Timber harvests from private lands now account for over
half of the logging activity in Southeast Alaska. But because most private timber is
exported as unprocessed roundlogs, the private harvest has not had a great impact
on the region's sawmills and pulpmills (though private timber has been a
significant source of pulpwood over the last few years).

This chapter examines employment in these two components of the forest products
industry. Separate analysis is warranted because they impact the region's economy
in unique ways and they face very different futures.

The Tongass Forest Products Industry

History of the Industry in Southeast Alaska

Tne forest products industry has a long history in Southeast Alaska, dating back to
the late 1800s when timber was harvested for local construction purposes. Tne 16
million acre Tongass National Forest, the nation's largest national forest, was
created in 1909. For the next forty-five years, only high grade stands of timber were
harvested, almost exclusively for local use, including in support of the region's
mining and seafood industry. Annual timber harvests averaged about 30 to 50
million board feet, though more was harvested during World War Il to meet

defense construction needs.*

The modern forest products industry has its roots in the 1950s, when the puip
industry was drawn to Southeast Alaska. In the 1950s, territorial offidais recognized
that Southeast Alaska's timber resources had the potential to stimulate significant
growth in the region's struggling economy. But it was also dear that only 50Tr of the
region's overmature timber would meet sawmill standards. It was evident that
large-scale utilization of the region's timber resources (and therefore economic
development for the region via its forest resources) could only occur through

development of a pulp industry.

1Rogers, George W,, Alaska in Transition- The Southeast Region, Johns Hopkins Press, Washington.

D.C., 1%



Development of Alaska's two pulpmills was the result of years of effort by Forest
Service and territorial officials to attract pulp manufacturers to Southeast Alaska.
For many vears, distance from markets and shipping costs, high labor and
construction costs and other factors had combined to frustrate prospective

developers.

In the end, it was the assurance of long term timber harvesting contracts that
induced pulp manufacturers to make the huge investment required in Southeast
Alaska. In 1954, the Ketchikan Pulp Company completed construction of a S52
million (the equivalent of about S1.8 billion in 1991 dollars) facility near Ketchikan.2
Five years later, Alaska Lumber and Pulp Company completed construction of
puipmill near near Sitka. That investment totaled 565 million, or approximately $2

billion in 1991 dollars.

Construction of these mills marked a turning point in the economic development
of Ketchikan and Sitka, in particular, and Southeast Alaska in general. Each mill
employed about 35C workers, and hundreds of additional jobs were created in the
region's logging and sawmilling industries. Almos. overnight, the forest products

industry became Southeast Alaska's leading industry.

Since the 1960s, the forest products industry has played a leading roie in Southeast
.Alaska’s economy. The pulpmills remain the largest employers in Ketchikan and
Sitka. Tne industry suffered through a serious market downturn in the early 1980s,
but has since rebounded to all-time high levels of employment.

Tongass National Forest Timber Harvest
1981 to 1990*

181 1982 1983 1984 1985 1966 1987 1988 1985 1990
'Fisal year Harvest, includes uiility volume. Source: U.S. Foresl Service.

2Rogcrs, pg 75.



1989 and 1990 Employment in the Tongass Forest Products Industry

In 1989, harvest and processing of Tongass National Forest timber generated an
annual average of approximately 2,800 jobs. Payroll earned by workers in the
Tongass forest products industry totaled 5110 million. In 19°° Tongass-related
employment accounted for about 75% of all forest products mdustry employment in

Southeast Alaska.

In 1990, Tongass-related timber industry employment apparently increased slightly,
due largely to increased pulpmill-related activity. Among businesses that responded
to both the 1990 and 1991 McDowell Group surveys (the surveys measured 1989 and
1990 employment), employment increased by about 100 jobs. The pulpmills,
including their subsidiary operations employed 107 more workers in 1990 than in

1989.

Included in Tongass forest products industry employment are approximately 900
pulpmill jobs accounting for 540 million in payroll. Tnese figures do not include
pulpmill employed loggers or sawmill workers. Pulpmill employment has
increased steadily since about 1985 but is still below' the peak years of the early 1980s
when employment topped 1,000 jobs. Increased mill efficiency has reduced labor
requirements since then. The puipmills are the largest single employers in Sitka
and Ketchikan and Alaska's largest manufacturing employers. Pulpmill
employment did not change significantly between 1989 and 1990.

Sawmills generated the annual equivalent of 525 jobs during 1990, down about 15
jobs from 1989. Sawmill workers earned S18 million in wages and salaries, about
the same as in 1989. Sawmill employment apparently peaked in 1989 after five years

of growth.

Logging on the Tongass National Forest generated an estimated 1,100 jobs during
1990. Tongass loggers earned S45 million in wages and salaries. The Tongass timber
harvest increased by about 25 million board feet in 1990 to approximately 470
million board feet (including utility volume), according to preliminary U.S. Forest
Service data.3 This is a 5% increase over the 1989 harvest of approximately 450
million board feet. Logging employment on the Tongass did not change
significantly berween 1989 and 1990.

Timber harvest-related road construction added 160 jobs (annual equivalent) to the
Tongass forest products industry. These construction jobs accounted for about 57

million in payroll earned during 1990.

3The USFS reported a total Tongass timber harvest of 471 million board feet during FY 1990, which

began October 1,1989 and ended September 30, 1990. During this same period a year earlier, the total
harvest was 445 million boart feet. Calender year totals for 1989 and 1990 may vary somewhat from
these totals. The source of thi. data is a draft report of the 1Q9Q Timber Supply and Demand Report.

prepared by the USFS.



Other basic components of the Tongass forest products industry added another 140
jobs and nearly S5 million in payroll. One hundred thirty-five towing and
stevedoring workers earned $4 million. Log scalers accounted for the remainder.

The Tongass Forest Products Industry
Employment and Payroll in 1990

Annual Average

Industry Component Employment Total Payroll
Pulpmills 900 S37.5 million
Sawmills 525 $18.4 million
Logging 1,100 $44.6 million
Road construction 160 $6.6 million
Towing, Stevedoring

and Other 150 S5.2 million
Tongass Industry Total 2,835 S112.3 million

Forest Service Employment Related to Tongass Timber Harvests

It is not possible to determine exactly how Forest Service employment would be
affected by a reduction in the Tongass commercial timber resource base.
Reallocation of federal funding to other types of Tongass management activities
could mitigate Forest Sendee employment reductions. But in the present situation
a very significant portion of Forest Service employment in Southeast Alaska is the
direct result of management of a portion of the Tongass as a commercial timber
resource. This employment would decline with a declining timber resource base.
The Forest Service generates 780 full-time equivalent positions in Southeast .Alaska.
Workers in these positions earn an estimated S37 million in payroll annually.
.Among these 780 workers, the Forest Service estimates that 344 are directly
involved in timber sale preparation, implementation and management. If there
were no Tongass timber harvest these jobs would not exist. Tnese Forest Sendee

workers earn an estimated S15 million in annual payroll.



Total Tongass Forest Products Industry
Estimated Employment and Payroll in 1990

Total Payroll
Private Sector Total $112.3 million
U.S. Forest Service $15.0 million
Grand Total 3,179 5127.3 million

Timber Harvest on Private Land in Southeast Ah’ska

Southeast Alaska's forest products industry entered a new phase with the 1971
Alaska Native Claims Settlement Act (ANCSA). ANCSA granted Alaska Natives
surface and subsurface title to 40 million acres of land in Alaska, including over
600,000 acres in Southeast Alaska. ANCSA also provided for formation of regional
and village corporations to manage these lands. Southeast Alaska's regional
corporation and 12 village corporations gained title to some of Southeast Alaska's

richest timber stands.

Because of delays in transferring title from the federal government to the Native
corporations, it was not until about 1980 that timber harvest on Native-owned lands
began in earnest. Within the next five years, timber harvest from these private
lands increased to about 300 million board feet annually.

Fortunately for the logging industry, private timber harvests were increasing just as
the Tongass timber harvest was declining due to weak market conditions. While
private timber owners faced the same weak market, they nonetheless found it in
their best interest to harvest. Further, timber harvested from private land in
Southeast is not subject to the same primary manufacturing restriction that is placed
on Tongass timber. According to federal law, Tongass timber cannot be exported out
of Alaska in an unprocessed condition. Many international buyers find unprocessed
"sawdogs" a more attractive commodity.

Throughout the 1980s timber harvests from private land in Southeast AJaska
increased and by 1983, the private timber harvest exceeded the Tongass timber
harvest. The private harvested had reached 520 million board feet by 1989,
including 420 million board feet of export sawlogs.4 The economic impact of this
harvest included about 1,300 logging, road building and stevedoring jobs and an
estimated S52 million in payroll.

*1990 Timber Supply and Demand Report, prepared by the USFS. pg. 10.



The years 1989 and 1990 will mark the peak of the private timber harvest in
Southeast Alaska. The 1990 harvest totaled approximately 510 million board feet,
including 440 million board feet of sawlogs. Economic considerations have made it
impractical to harvest timber on a sustained yield basis, and some private land
owners have already completed their first harvest of timber.

Outlook for Southeast Alaska's Timber Industry

In 1990, Southeast Alaska's forest products industry accounted for about 40% of the
regions private basic economy, measured in terms of employment. The industry
employed approximately 4,100 workers in 1989, and accounted for a direct annual
payroll of over S160 million. The U.S. Forest Service generates another 340 timber-
harvest related jobs in Southeast. Quite clearly, the future of the forest products
industry is of great concern to residents of Southeast Alaska.

Total Southeast Alaska Forest Products Industry
Estimated Employment and Payroll in 1990

Annual Average

Employment Total Payroll
Tongass Total (Private Sector) 2,835 SI112 million
U.S. Forest Sendee 344 S15 million
Private Timber Harvest L300 S52 million
Grand Total 4,479 S179 million

5ource: Tongass-rciated and pnvate timber harvest employment numbers are McDowell Group
estimates USFS numbers provided by the Forest Service.

The economic impact of private (Native corporation) timber han’ests in Southeast
is declining. It has been estimated that nine of the twelve village corporations will
have cut all their merchantable timber by the end of 1991. One of the village
corporations could harvest timber for another five years at current harvest levels,
and the regional corporation can continue to harvest at current rates for another
eight to ten years.5 Employment in this sector of the forest products industry
peaked during 1989-90, and is now declining and the long term outlook is for

further decline.

There is much less certainty regarding the outlook for the Tongass forest products
industry. The Tongass harvest in 1990, at about 470 million board feet, was the
highest since 1979. Pulp and lumber markets have weakened in 1990 and 1991 but

5Knapp, Gunnar, Native Timber Harvests in Southeast Alaska, prepared for the U.S. Forest Service.
October 1989.



are still good by historical standards and the long term market outlook is relatively
good. Further reduced supply from the Pacific Northwest states (due to Spotted Owl
protection measures and other factors) could strengthen Alaska's position as an

international timber supplier.

Of more immediate concern are Tongass National Forest management policies that
are affecting timber availability. The 1990 Tongass Timber Reform Act placed
additional timber acreage off-limits to logging and established 100-foot buffers along
spawning streams.

The Act also eliminated the Tongass Timber Supply Fund. Section 705(a) of the
Alaska National Interest Lands Conservation Act (ANILCA) authorized the Forest
Service to spend at least S40 million annually to make available for annual harvest
a timber supply of 450 million board feet of timber. The fund was usee for timber
sale preparation and administration, reforestation, pre-commercial thinning, road

construction, and engineering support.

Other provisions of ANILCA had excluded 5.5 million acres of the Tongass from
timber harvest, including a significant volume of high value, old growth timber
stands. Tne intent of Section 705(a) was to offset this loss by adding marginal timber
to the available Tongass timber resource base by pre-roading. The trade-off was
more profitable timber in environmentally sensitive areas for marginal timber
stands, located in less sensitive areas, that would be made more economic through
access improvements financed by the $40 million Tongass Timber Supply Fund.
The 1990 Tongass Timber Reform Act repealed Section 705(a) of . ANILCA and placed
an additional 1.1 million acres of land off limits to logging.

The net effect of ANILCA and the Tongass Timber Reform Act was to significantly
reduce the available Tongass timber resource. Further, by placing off-limits high-
value timber stands, these acts have also reduced the overall quality of the Tongass
timber resource. Finally, the Timber Reform Act also mandated certain changes in
Tongass management practices that (depending on how the Act is interpreted) could
also impact timber availability of the remaining commercial forest land base.

Clearly, even with passage of the Timber Reform Act, the Tongass timber industry
remains on unstable ground. In 1991, for example, harvest of approximately 250
million board feet of Tongass timber has been curtailed by a court injunction
resulting from lawsuits against the Forest Service by special interest groups. 1In
addition, there have been a number of administrative appeals of timber sales and
other administrative delays. Several logging operations have been idled as a result
and two major sawmills have closed.



Summary
In summary, the future of the Tongass forest products industry is uncertain. The

best case is probably one of stability. Any Tongass-related decline would only
exacerbate die overall industry decline caused by declining harvest from private

timberland.

Because of reduced private timber harvests and curtailed Tongass harvests, a very
significant cut in forest products industry employment will be recorded in Southeast
Alaska. According to preliminary Alaska Department of Labor (ADOL) data,
employment in the lumber and wood products sectors (which excludes pulpmill
employment) in Southeast declined by approximately 950 jobs between June of 1990
and June of 1991. That is a one-year decrease of approximately 30%. In Southeast
Alaska's transportation sector, employment has declined by approximately 250 jobs
(a cut of nearly 10%), apparently due to a reduction in forest products industry

activity.

Because of declining employment in the forest products industry, the Southeast
region overall will likely experience a net decline in employment in 1991. The long
term outlook for the forest products industry, and to a large degree the outlook for
the region's economy, will depend on the market for Southeast's forest products and
on the volume of timber available for harvest on the Tongass National Forest.



Chapter 1. Overview of the Southeast
Alaska Economv

Generating the annual equivalent of approximately 4,100 jobs, the forest products
industry accounts for more than one in three private basic industry jobs in
Southeast Alaska. Timber harvest and manufacturing from the Tongass National
Forest accounts for about 70% of the forest products industry in Southeast.

In Southeast Alaska, the seafood industry generates the annual equivalent of 4,000
jobs including 2,700 in seafood harvesting and 1,300 in seafood processing. Tourism
adds an estimated 2,100 jobs to Southeast's basic economy. Mining accounts for
approximately 300 jobs in Southeast Alaska.

Southeast Alaska's
rivate Basic Economy

Al Other Privte Basic Industry: 2% 200jobs (Measured Interms of amnud averageen Joyment)
1990

Tourism: 19% 2.100 jobs

Forest Products: 34 4100jobs
(Tongass-Relaled: 2.303)

Mining: 3% 300 jobs (Private Harvest. 1,300)

Saalood: 36% 4,000 pbs

State and federal government are also important components in Southeast Alaska's
basic economy. State government is the largest basic industry in Juneau but plays a
comparatively small role in the economy of the rest of the *egion. State
government employs about 5,600 workers in Southeast, including about 4,600 in
Juneau. For purposes of this study it is assumed that approximately 85% of state
government employment in Southeast is basic industry. The remainder is
considered part of the support sector.
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Federal government accounts for about 2,800 jobs in Southeast Alaska. About 2,000
of these federal jobs serve the national interest and are therefore basic industry. All
other federal jobs serve only the local population - such as postal workers - and are
part of the support sector. The Forest Service and the U.S. Coast Guard are the
largest federal basic industry employers in Southeast.

The role of the forest products industry among all basic industry, including
government, is substantial. The forest products industry including related Forest
Service employment accounts for nearly one-quarter (25%) of all basic industry
employment in Southeast Alaska.

Southeast Alaska's
Total Private and Government Basic Economy

(Measured In terms of annual average empkjyment)
AHOther 1% 200 jobs 1990

Federal Govl
8% 1,400 joos
Forest Products: 25%, 4,500 jobs
(including US Forest Service)

Stale Govt

27%, 4,800 pcs
Seafood: 22%, 4,000 jobs

Tourism: 1294 2.100 jobs Mining; 2o, 300 jdcs

It is beyond the scope of this study to measure the indirect and induced impacts of
the forest products industry on the Southeast economy. However, it is important to
note that the industry does have important secondary impacts and that indirect and
induced impacts vary from one segment of the industry to another, The pulpmills
have by far the greatest impact. They provide hundreds of high-paying, almost
entirely resident jobs which account for a high level of local spending.

Further, pulpmills represent an important property tax base in Sitka and Ketchikan.
The pulpmills add millions of dollars to local government coffers either through
property tax payments or through purchases of public utilities. These property tax
payments and high volume purchases of public utilities help keep local
government and public utility costs lower for residents of the communities.

All told, without the pulp mills, the economies of Sitka and Ketchikan would
shrink by about one-quarter and some costs of living for remaining residents would
increase significantly. Property values in Sitka and Ketchikan would decline

sharply.
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Sawmills have comparatively high indirect and induced impacts. They too have
generally well paid, resident workforces and they too represent important industrial
property tax bases. Among the various components of the forest products industry,
remote logging camps have the lowest level of indirect and induced impacts. Still,
remote logging operations do provide a significant market for many Southeast

Alaska service and supply businesses.
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Introduction

For nearly 40 years the forest products industry has been a mainstay of the Southeast
Alaska economy. Construction of pulpmills in Ketchikan and Sitka in the 1950's
marked the birth of a large scaie industry in the region. These mills were and
remain Alaska's largest manufacturingg operations. Through the 1960s and 1970s,
the region's forest products industry prospered, enjoying a steady supply of timber
and a relatively stabie world market.

Tne 1980s were a turbulent and eventful time for Southeast Alaska's forest products
industry. Tne industry began the decade with strong markets, record high levels of
employment and a bright future. But then the market for the region's forest
products began to decline, primarily as a resuit of decliningJapanese demand.
Timber harvests on the Tongass National Forest dropped by 50% over the next five
years. Employment in Southeast Alaska's forest products industry declined by 1,000

jobs.

Meanwhile, the emergence of Native corporations in the Southeast Alaska forest
products industry prevented even more dramatic cuts in employment. Timber
harvests on privately held iands increased almost ten fold between 1980 and 1985.
Tnis supported logging employment in the region, but because the timber was
exported as roundlogs (with no value-added processing) it did not prevent
employment in the forest products industry overall from declining further.

International markets began to improve in 1986 and the region's forest products
industry began to recover. While the private timber harvest stabilised, the Tongass
harvest doubled within three years. Employment in the industry increased by 1,400
jobs within those same three years. Another jump in Native-owned timber harvest
in 1989, along with steaailv increasing Tongass timber harvests, pushed
employment in the industry to a record high of over 4,000 jobs by 1990.

With the 1990s, however, there is once again uncertainty' regarding the future of the
forest products industry'. Restricted access to timber supply, declining pulp markers
and the declining Native timber harvest may all paint a bleak future for the
industry. On the other hand, dramatic increases in lumber prices and declining
timber supplies in the lower 48 states potentially bode well for Alaska's forest
products industry.

Purpose
Tne purpose of this study is to measure the current status of Southeast Alaska's

forest products industry - and how it fits into the regional economy. This study
updates two previous and similar research efforts conducted in 1990 and 1991. Tne
primary measure of industry activity considered in this study is direct employment.
Direct employment includes all labor involved in accessing the timber (road



building), falling the timber and transporting it to tidewater, ship loading,
transporting the logs to sawmills or pulpmills, and finally processing the iogs into

lumber or pulp.

Direct employment does nor include labor involved in regular supplying of remote
camps, other transportation support of logging communities (air taxi employment,
for example), or labor employed in sales of logging equipment or contracted service
of such equipment. These and similar types of labor are classified as indirect or

support sector employment.

This study presents a complete picture of forest products industry employment in
Southeast. Measures of timber industry employment are published reguiariv bv the
Aiaska Department of Labor (ADOL). ADOL estimates of timber industry
employment in Southeast exclude important components of the industry such as
logging road construction, log trucking, and marine transport of the logs to sawmiils

and pulp mills.

Most existinggmeasures of Tongass timber harvest-related employment exclude any
discussion of Forest Service employment. The USFS employs nearly 935 peopie in
Southeast Alaska. A significant portion of this employment exists because part of
the Tongass is managed for commercial timber harvest. Forest Service emriovment
is an important component of the forest products industry and the regional
economy and therefore is included in this analysis.

Methodology
The employment and payroll data presented in the study has been estimated using a

combination of ADOL data, USDA Forest Service employment and payroll data,
timber harvest figures, and information generated from a survey of businesses in
the Southeast Alaska timber industry. ADOL data analyzed in this studv reflects
fourth quarter 1991 and the first, second and third quarters of 1992, and is therefore
consistent with USFS timber harvest figures which are measured on ar. October

through September fiscai year.



Summary of Findings

The forest products industry directly generated an annual average of 3,600 private
sector jobs in 1992. Tongass National Forest timber resources accounted for about
70% of these jobs, timber harvests on private lands accounted for the remainder.

Workers in the forest products industry earned approximately S146 million in
wages arid salaries during 1992. This includes payroll for loggers, road builders,
stevedores, sawmill workers, and pulpmill workers.

Tne forest products industry accounted for over one-third (34%) of all private
basic industry employment in Southeast Alaska in 1992.

Including timber harvest-related U.S. Forest Service employment, the forest
products industry generated over 4,000 jobs and S167 million in pavroil in 1992.
Tne Tongass National Forest accounted for 2,950 jobs and S124 million in payroll.

Among all basic industries in Southeast Alaska, including government basic
industry, the forest products industry accounted for 24% of ail employment in

1992.

Over the last two years, employment in Southeast Alaska's forest products
industry declined sharply. Southeast Alaska's forest products industry has lost
more than 600 jobs and SIS million in payroll since 1990. Tnis decline is due to
reduced timber harvests on both private land and on the Tongass.

Tne first harvest of Southeast Alaska private timber is nearly complete
(subsequent harvest will not be available in the near future), with an overall
decline in annual harvest of 89 million board feet between 1990 and 1992. Timber
harvests on the Tongass National Forest have also shown a marked decrease of

100 million board feet during this period.

The long term outlook for the forest products industry is uncertain and will
depend on international market conditions and on the availability of timber on

the Tongass National Forest.



Chapter |. Employment and Payroll
IOin the ForgstyProducts Industry

Southeast Alaska's forest products industry includes two principal components, the
Tongass National Forest component and the private Native corporation
component. In terms of employment and economic impact, the Tongass National
Forest plavs the lead role. Timber harvests from private lands account for over half
of the iogging activity in Southeast Alaska. Further, because most private timber is
exported as unprocessed rounalogs, the private harvest has not had a great impact
on the region's sawmills and pulpmills (though private timber has been a
significant source of pulpwood over the last few years).

Thus chapter examines employment in these two components of the forest products
industry. Separate analysis is warranted because they impact the region's economy
in unigue wayvs and they face different futures.

The Tongass Forest Products Industry

History of the Industry' in Southeast Alaska
Tne forest products industry has a long history in Southeast Alaska, dating back to

the I2te 1800s when timber was harvested for local construcnon purposes. Tne 16.9
million acre Tongass National Forest, the nation's largest national forest, was
created in 1909. For the next forty-five years, only high grade stands of timber were
harvested, almost exclusively for local use, including in support of the region's
minms and seafood Lndusrrv. Annual timber harvests averazea about 30 to 50
million board feet, though more was harvested during World War Il to meet

defense construction needs.”

Tne modern forest products industry has its roots in the 1950s, when the puir
industry was drawn to Southeast Alaska. In the 1950s, territorial officials recognized
that Southeast Alaska's timber resources had the potential to stimulate significant
growth in the region’s struggling economy. But it was aiso clear that only 50% of the
resion's overmature timber would meet sawmill standards. It was evident that
large-scale utilization of the region's timber resources (and therefore economic
development for the region via its forest resources) couid only occur through

development of a pulp inaustry.

1Rogers, George W., Alaska in Transition: Tne Southeast Region. Johns Hopkins Press, Washington.
D.C.. 1967.



Development of Alaska's two puiprnills was the result of years of effort by Forest
Service and territorial officials to attract puip manufacturers to Southeast Alaska.
For many years, distance from markets and snipping costs, high labor and
construction costs and other factors had combined to frustrate prospective

developers.

In the end, it was the assurance of long term timber harvesting contracts that
induced puld manufacturers to make the hufje investment required in Southeast
Alaska. In 1954, the Ketchikan Puip Company completed construction or a S52
million (the equivalent or about SI.S billion in 1991 dollars) facility near Ketchikan
Five years later, Alaska Lumber and Pulp Company completed construction of
pulpmill near Sitka. Tnat investment totaled So5 million, or approximately S2

billion in 1991 dollars.

Construction of these mills marked a turning point in the economic development
of Ketchikan and Sitka, in particular, and Southeast Alaska in general. Each mili

employed about 350 workers, ana hundreds of additional jobs were created in the

region's logging and sawmiiiing industries. Almost overnight, the forest products
industry became Southeast Alaska's leading industry.

Since the 1960s, the forest products industry has piaved a leading roie in Southeast
Alaska's economy. Tne pulpmills remain the largest employers in Ketchikan and

Sitka.
Tongass National_Forest Timber Harvest
1970-1992*

1970 1972 1974 1976 1978 1980 1982 1984 1985 1908 1990 1992

‘fiscal year harvest. ineluoet unllty volume. Source: U.S. forest Service

-Rogers, p. 75.



Tongass timber harvests began declining in the mid 1970s and bottomed out ten
vears later at under 300 million board feet, less than half the peak vears' total. It was
fortunate for the pulpmiils that at this time Native harvests began supplying a
significant volume of pulp loss. Tne dim prospect of increases in Tongass timber
harvests to the ieveis of the 1970s, coupled with declining Native timber harvests, is
a source of great concern about the industry's future.

Ln the 19S0s and 1990s, legislative and resource management issues have been as
important as market conditions among the forces shaping the region s forest
products industrv. Per example. Section 705(a) of the Alaska National Interest
Lands Conservation Act (ANILCA.) authorized the Forest Sendee to spend at least
S40 million annually to make available for annual harvest a timber supply of 450
million board feet of timber. The fund was to be used for timber saie preparation
and administration, reforestation, pre-commerciai thinning, road construction, and

engineering support.

Other provisions of ANILCA had exciuded 5.5 million acres of the Tongass from
timber harvest, inducing a significant volume of high value, old growth timber
stands. Tne intent of Section 705(a) was to offset this icss by adding marginal timber
to the available Tongass timber resource base by pre-roading. Tne trade-off was
more profitable timber in environmentally sensitive areas for marginal timber
stands, located in less sensitive areas, that would be made more economic through
access improvements financed bv the S40 million Tongass Timber Sugdlv Fund.

Tnen, the 1990 Tongass Timber Reform Act repealed Section 705(a) of ANILCA and
placed an additional 1.1 million acres of land off limits to logging and established
iOC-root buffers along spawning streams. The Act also eliminated the Tongass

Timber Suppiv Fund.

The net effect of ANILCA and the Tongass Timber Reform Ac: was to significantly
reduce the available Tongass dmber resource. Further, by placing off-limits high-
value timber stands, these acts nave aiso reduced the overall quality of the Tongass
dmber resource. Finally, the Timber Reform Ac: also mandated certain changes in
Tongass management practices that (depending on how the Act is interpreted) could
aiso impact timber availability of the remaining commercial forest land base.

1990 and 1992 Employment in the Tongass Forest Products Industry

In 1990, the date of the last update study, harvest and processing of Tongass National
Forest timber generated an annual average of approximately 2,500 jobs. Payroll
earned by workers in the Tongass forest products industry totaled SI112 million.

In 1992, Tongass-related timber industry employment decreased due to a significant
decline in the annual harvest. The 1992 estimates indicate that Tongass National
"orest timber harvests generated an annual average of 2,500 jobs with a payroll of
S103 million, a ten percent deciine from 1990.



Included in Tongass forest products industry empiovment are approximately 900
pulpmill jobs accounting for S40 million in payroll. These figures do not include
puipmill employed loggers or sawmill workers. Pulpmill employment has
increased since about 1985 but is still below the peak years of the early 19SQs when
employment topped 1,000 jobs. Increased mill efficiency has reduced labor

requirements since then.

The puigmiils are the largest single empioyers in Sitka and Ketchikan and Alaska's
largest manufacturing employers. Pulpmill employment did not change
significantly between 1990 and 1992 (again, due to the very limited ability of the
mills to adiust production levels according to timber supgdlv and market conditions).

Sawmills generated the annual equivalent of 537 jobs during 1992, and did not
change significantly from 1990 (though there was some deciine from the 1991 level
as a resuit of closure of the Chiikoot Lumber mill in Haines). Sawmill workers
earned approximately S21 million in wages and salaries, about the same as in 1990.
(More recent data is expected to indicate some decline in sawmili employment due
to the closure of the Klawock sawmill operation).

Logging on the Tongass National Forest generated an estimated annual average of
S40 jobs during 1992. Tongass loggers earned S34 million in wages and salaries. Tne
Tongass timber harvest decreased by about 100 million board feet from 19cri to
approximately 370 million board feet (including utility volume) in 1992, according
to preliminary U.S Forest Service data.3 Tnis is a 22% decrease over the 1990
harvest of approximately 471 million board feet and a 2% increase over the 1991
harvest of approximately 364 million board feet. Logging employment on the
Tongass decreased by approximately 260 jobs from 1990 to 1992, based upon

McDowell Group estimates.

Timber harvest-related road construction accounts for approximately 120 jobs
(annual equivalent) to the Tongass forest products industry. Tnese construction
jobs accounted for about S5 million in payroll earned during 1992.

Other basic components of the Tongass forest products industry added an additional
110 jobs and nearly 54 million in payroll. This includes log scalers, towing and

stevedoring workers.

3Tne USFS reported a total Tongass timber harvest of 369.7 million board feet dunng FY 1992. which
began October 1, 1991 and ended September 30, 1992. Dunng this same penod a year eariier, the totai
harvest was 36*1 million board feet. Calendar year totals for 1991 and 1992 may vary somewhat from
these totals. The source of this data is a draft report of the 1°°2 Timber Supply and Demand Rgp.Ctrj,

prepared by the USFS.



Tne Tongass Forest Products Industry
Employment and Payroll in 1992

Annuai Average

Industry Component Employment Total Payroll
Puhrmiils 906 539.7 million
Sawmills 537 S$2Q.8 million
Logging S40 533.9 million
Road constraction 120 5 5.0 million
Towing, Stevedoring

anc Other 110 5 4.0 million
Tongass Industry Total 2,515 S10S.4 million

Forest Service Employment Related to Tongass Timber Harvests

It is not ocssibie to determine exactly how Forest Service emcioyment would be
affected by a reduction in the Tongass commercial timber resource base.
Reallocation of federal funding to other types of Tongass management activities
couid mirigate Forest Service employment reductions. But in the present situation
a very significant portion of Forest Ser/ice employment in Southeast .Alaska is the
direct resuit of management of a portion of the Tongass as a commercial timber
resource. This employment would decline with a declining timber resource base.

Tne Forest Ser/ice generated 935 full-cime equivalent positions in Southeast Alaska
in 1992. Workers in these positions earned an estimated 543 million in oavroll
annually. .Among these 935 workers, the Forest Service estimates that 448 are
directly involved in timber saie preparation, implementation and management. |If
there were no Tongass amber harvest these jobs would not exist. These Forest
Ser/ice workers earned an estimated 520.8 million in annuai payroll in 1992.

Though timber harvest and forest products industry employment declined overall
in 1992, USFS employment in the region increased by 155 jobs, with timber related
USFS emoloyment increasing by 114. .According to the Forest Service,

this increase from fiscal vear 1990 to 1992 was generated by "Congressional direction
to accelerate the timber sale oreoararions to meet the 3 vear shelf volume

requirement of long term timber sale contracts."”

w'USDA Forest Ser/ice, .Alaska Regional Office, Office of Program, Planning and 3udge:ing
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Total Tongass Forest Products Industry
Estimated Employment and Payroll in 1992

Annual Average

Employment Total Payroll
Private Sector total 2,513 S103.4 million
U.S. Forest Serl/ice 448 S20.S million
Grand Total 2,961 S124.2 million

Timber Harvest on Private Land in Southeast Alaska

Suw.l—w ...... a Arest products industry entered an important phase with the
1971 Alaska Native Claims Settlement Act (ANCSA). ANCSA granted Alaska
Natives surface and subsurface title to 40 million acres of land in Alaska, including
over 600,000 acres in Southeast AiasKa. ANCSA also provided for formation of
regional and village corporations to manage these lands. Southeast A.laska's
regional corporation and 12 village corporations gamed title to some of Southeast
Alaska's richest timber stands.

Because of delays in transferring title from the federal government to the Native
corporations, it was not until about 19S0 that timber harvest on Native-owned lands
began in earnest. Within the next five years, timber harvest from these private
lands increased to about 300 million board feet annually.

Fortunately for the logging industry, private timber harvests were increasing just as
the Tongass timber harvest was declining due to weak market conditions. While
private timber owmers faced the same weak market, they nonetheless found it in
their best interest to harvest. Further, timber harvested from private land in
Southeast is not subject to the same primary manufacturing restriction that is piaced
on Tongass timber. According to federal law, Tongass timber cannot be exported out
of Alaska in an unprocessed condition. Many international buyers find unprocessed
"sawlogs'" a more attractive commodity.

Tnroughout the 19SQs timber harvests from private land in Southeast Alaska
increased and, by 1983, the private timber harvest exceeded the Tongass timber
harvest. 2ne private harvested had reached 520 million board feet by 1989,
including 420 million board feet of export sawlogs.5 Tne economic impact of this

:L'SAF provided preliminary numbers that will be used in the 10,2 Timber iNpplv tnd Demand Reporu
prepared by the USrS. pg. 10



harvest induced abour 1,300 logging, road buiiding and stevedoring jobs and an
estimated 552 million in payroll.

The 1992 harvest from private land totaled approximately 420 million board fee:.
including 333.3 million board feet of sawlogs which generated approximately 1.100
forest products industry related jobs and an estimated S43 million in payroll.
Economic considerations have made it impractical to harvest timber on a sustained
vield basis, and some private land owners have already completed their first harves
of timber.

Summary of Employment and Payroll in Southeast Alaska's
Forest Products Industry?

In 1992, Southeast Alaska's forest products industry accounted for abour 34% of the
region's private basic economy, measured in terms of employment. The industry
employed approximately 3,553 workers in 1992, and accounted for a direct annuai
payroll of over 5146 million. The U.S. Forest Service generates another 44S timber-
narvest related jobs in Southeast. Quite cieariv, the future of the forest products
industry is of erea: concern to residents of Southeast Alaska.

Total Southeast Alaska Forest Products Industry
Estimated Employment and Payroll in 1992

Annuai Average

EmDIlovment Total Payroll
Tongass Totai (Private Sector) 2,513 5103.4 million
U.S. Fores; Service 448 5 20.S million
Private Timber Harvest 1,070 5 42.9 million
Grand Total 4.031 S167.1 million

Source: Toneass-relLtea anc private timber Harvest employment numoers are McDowell Grou:
esnmates. L'SrS numbers -rovidec by the Sorest Service,

Outlook for the Forest Products Industry in Southeast

The economic impact of private (Native corporation) timber harvests in South’

is declining. Approximately nine of the twelve village corporations have cut -.1
their merchantable timber as of 1992. One of the village corporations could harvest
timber for another three years at current harvest levels, and the regional

10



corporation can continue tc harvest at current rates for another eight to ten vears.0
Employment in this sector of the forest products industry peaked during 1989-90,
and is now declining and the long term outlook is for further deciine.

There is much less certainty regarding the outlook for the Tongass forest products
industry. In the near term, the industry is faced with weak World markets for pulp
and continuing concern over timber availability. At the same time, the industry is
enjoving record high prices for lumber (brought about by increased demand as a
result of Hurricane Andrew recovery efforts in Florida, increased housing starts
nationwide, and bv supply constraints in the Northwest).

In the iong term, constraints on timber supplies from the Pacific Northwest states
tdue to Sported Owi protection measures and other factors) could possibly
strengthen Alaska's position as a domestic arid international timber supplier.
Again, however, the issue of land and timber availability will piav a determinant
roie in how Southeast Alaska responds to increased demand for forest products.

There is renewed concern regarding the ability of Southeast Alaska's pulpmills to
maintain operations is the midst of weak international markets and reduced timber
supplv. Puipmills do not have the ability to scaie their operations according to
timber supgs v or market conditions. Mills must operate 24 hours a day or not at all.

While the mills have survived market declines in past years without extended shut
downs, there is concern that the combination of weakening markets and timber
suddlyv constraints will force the permanent shut-down of the puipmills. The resuit
would be the loss of over 90C iobs in Sitka and Ketchikan, pius hundreds of support
jobs. Month-iong shutdowns of both the Ketchikan Puip Corporation mill and the
.-.laska Puip Corporation miil this last spring have rueied these concerns regarding
the health of the Southeast Alaska forest products industry,

It is difficult to anticipate how additional Congressional action regarding the
long2ss National Fores: will affect future management and timber harvests. For
the present it is clear that Southeast Alaska's forest products industry employment is

threatened.

OKnapp, Gunnar, N.inve Timber- Harvest? in Southeast Alaska, prepared for the U.S. Forest Service,
October 1989.
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Chapter II. QOverview of the Southeast
Alaska Economy

In 1992, the fores: products industry generated the annuai equivalent of
aoproximateiv 3,600 jobs, and accounted for more than one in three private basic
industr/ jobs in Southeast Alaska, Timber harvest and manufacturing from the
Tonsass National Forest accounted for about 62% of the forest products industry in
Southeast.

In 1992 Southeast Alaska's, seafood industry generated the annuai equivalent of
4,100 jobs including 2,700 in seafood harvesting and 1,400 in seafood processing.
Tourism added an estimated 2,200 jobs to Southeast's basic economy. Mining
accounted for approximately 350 jobs in Southeast Alaska in 1992 (the Greens Creek
Mine closure will reduce mining employment in Southeast .Alaska by 2CO jobs in

19931.

Southeast. Alaska’s
Private Basic Economy

(Measured in terms of annual average” employment)
1992

All Other Private Basic Industry: 27/, 200johs

Forest Products: 34% joDs
)

Toursim: 21Vo. 2200 Tonaass-Related:
Private Harvest: 11001005



Scate and federal government continued to be an important components in
Southeast Alaska's basic economy in 1992. State government was the largest basic
industry in Juneau but piaved a comparatively smaller role in the economy of the
rest of the region. State government employed about 5,600 workers in Southeast in
1992, including about 4,600 in Juneau. For purposes of this study it is assumed that
approximateiv 35% of state government employment in Southeast was basic
inaustrv in 1992. The remainder has been considered part of the suppor: secror.

Federal government accounted for about 2,800 jobs in Southeast Alaska. About
2.000 of these federal jobs served the national interest and were therefore basic
industry. AIll other federal jobs served only the iocai population - such as postal
workers - and were part of the support sector. The Forest Service and the U.S. Coast
Guard were the largest federal basic industry employers in Southeast.

In spite of recent declines, the role of the forest products industry among ail basic
industry, including government, was substantial in 1992. The forest products
inaustrv including related Forest Service employment accounted for nearly one-
quarter (24%) of all basic industry employment in Southeast Alaska.

. Sogtheast Alaska’s
Total Private and Government Basic Economy
(Measured in terms of annual average employment)
1992

All Other: 1% 200jobs

Tourism: 13% 2200 jobs Mining: 2% 350jobs
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It is bevond the score or this study to measure the indirect and induced impacts of
the forest products industry on the Southeast economy. However, it is important to
note that the industry does have important secondary impacts and that indirect and
induced impacts vary from one segment of the industry to another. The pulpmills
have by far the greatest impact. They provide hundreds of high-paying, almost
endrelv resident jobs which account for a high level of local spending.

Further, pulpmiiis represent an important property tax base in Sitka and Ketchikan.
The puipmills add millions of dollars to iocai government coffers either through
property tax payments or through purchases of public utilities. These property tax
payments and high volume purchases of public utilities help keep local
government and public utility costs lower for residents of the communities.

All told, without the pulp mills, the economies of Sitka and Ketchikan would
shrink by about one-quarter and some costs of living for remaining residents would
increase significantly. Property values in Sitka and Ketchikan would decline

sharply.

Sawmills have comparatively high indirect and induced impacts. They too have
generally well paid, resident Workforce and represent an important industrial
property tax bases. Among the various components of the forest products industry,
remote logging camps have the lowest level of indirect and induced impgacts. Still.
remote logging operations do provide a significant market for manv Southeast

Alaska service and supply businesses.
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small mils

Pulp mill closure may
open up timber supply

T ANCHORAGE
A - The U.S. Forest Service decision

to cancel Alaska Pulp Corp.’s long-term timber con-
tract may be a financial disaster for the Sitka compa-
ny, but it could be a godsend for some small sawmills.

The cancellation will cost the Japanese-owned
company 2.1 billion board feet of Tongass timber re-
maining under the contract and threaten more than
700 jobs.

_But when the news came a week ago, Dan Fanning
said he was celebrating .xight alongsidejfre, environ-
mentalists.

Fanning operates a small sawmill in Hoonah that
cuts about 500,000 board feet of timber a year from
the Tongass National Forest.

He makes it over into lumber and finely grained
wood for musical instruments.

Fanning said he isn’t an environmentalist. Rather,
he calls himself pro-industry.

"I am pro-industry because everyone has to
work," he said. "' If they don’t have jobs, then they are
onwelfare and that don’t benefit America."”

But Fanning said he’s had trouble getting enough
wood for his sawmill because the Forest Service has
told him the timber supply in his part of the forest
was dedicated to Alaska Pulp.

According to Fanning, cancellation of the contract
will usher in an era of enlightenment for the timber
industry - and he may be one of the beneficiaries.

"Starting off, it will be economic disaster,” said
Fanning, expressing concerns for workers who may
lose their jobs with Alaska Pulp.

"But after people relocate and find other jobs, |
think there will be new opportunities for independent
loggers and the wood-products business,” he said. "It
won't be on the same scale. But it will support the
economy for the people who live here.”

For Fanning, it may mean a steadier timber sup-
ply that would allow him to double the size of his oper-
ation and hire a few employees.

Many see the Forest Service decision as a disas-
trous blow to the economy of Southeast Alaska, where
more than 2,500 people make their living off the for-
est. But other small mill operators join Fanning in his
optimism.

Less timber probably will be cut from the forest
overall and total employment may fall, they said.

But small mills snould sprout and prosper, foster-
ing a more diverse wood-products industry that could

cushion the Southeast economy from doomsday pre-
dictions and sustain the region's economy indefinite-
ly, they said.

Alaska Pulp and Louisiana-Pacific Corp.'s Ketchi-
kan division have dominated the timber industry
through 50-year contracts, signed in the 1950s. Huge
volumes of timber, approaching 350 million board-
feet a vear. are dedicated to the two comoanies.

T Thily dominhbioh of e it bas kiRt & loRg

that smaller businesses with the potential for employ-
ing nearly as many people have been stifled, the
small mill operators said.

Alaska Pulp lost its contract for Tongass timber
because it closed its Sitka pulp mill Sept. 30. That ac-
tion laid off about 400 workers. The company still has
a Wrangell sawmill employing about 240 people.

The company is thinking about replacing the pulp
mill with a more efficient and less polluting fiber-
board plant. But the Forest Service said it can’t con-
tinue providing timber under the long-term contract
without a firm commitment to build the new plant.*

If the company wants more timber, the Forest Ser-
vice said, it will have to compete with other bidders
under the timber-sales program the agency uses in
every other national forest.

. Bob Loescher, vice president for natural resources
at Native-owned Sealaska Corp., said Native-owned
enteiprises are ready to do business with the Forest
Service. ¢

i “We havethe capital tojhveatMtfWel
employ* rtth f'jfItAQ& gfiTiOf
said. "

Alaska Pulp had 17 years left onits contract. Dur-
ing that period, the Forest Service would have been
obligated to provide it with 2.1 billion board feet of
timber at rates that independent purchasers say are
running about half of what they pay - when they can
get the trees.

"l don't mind paying a fair price,” said Jerry
Jones, a small operator on Prince of Wales Island in
the heart of Louisiana-Pacific’s cutting area.

"But when they give it away to the contract hold-
ersdand they won'’t sell it to me, it really hurts,” Jones
said.

Without a steady supply of timber, Alaska Pulp is
weighing what to do with its Wrangell sawmill. Also
hanging in the balance of that decision is the fate of
about 500 loggers who cut Alaska Pulp’s trees,

John Haugh, an Alaska Pulp director, said no deci-
sion will be made until company officials review their
options in the aftermath or the Forest Service deci-

sion.

Alaska’s all-Republican congressional delegation
has blasted the Forest Service action as an economy-
killer for the Panhandle and a betrayal of President
Clinton's commitment to jobs.

Sen. Ted Stevens said though small logging opera-
tions may prosper in the void left by Alaska Pulp’s
contract cancellation, they won’t make up for the po-
tential job losses.

But Ronald Jones, a natural resources professor at
Sheldon Jackson College in Sitka, said he expects the
Forest Service decision to be a boon to Southeast.

"Small business creates more jobs than big busi-
ness and small business has been run out of tne for-
est," Jones said.

“The long-term contract created all the reasons
for market failure,” Jones said. "It created a monop-
oly and eliminated competition. What | see is a more
robust and diverse forest economy - and that’s the
best thing that could happen.”

Ubo-UniwtfKity o fAsIMH M /tftbe.-said the contract-
“cancdlEmoh doesnTYiec&safllyfn&rt thin foAlaskrf”

Pulp, either.
"If APC can put together a fiberboard plant that

doesn't use as much timber, it probably will be more

profitable than a lot of small mills," he said. "I don’t
think it needs the long-term contract. APC could actu-

ally emerge much stronger."
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Tongass
report
gets nod

P ARCHORACE - an expertpan

el commissioned by the Forest
Service has given high marks to a
report stating that wildlife species
may disappear from the Tongass
National Forest unless a timber-
management plan is revised.

The review concentrated on a
report by state and federal biolo-

gists in 1992 That report, which re-.

ceived a cool reception by officials
and never was released formally,
challenged tiinber harvests pro-
posed in a 10-year management
plan.

The Forest Service said it re- .

ceived the peer review last week.

The biologists favored scatter- i

ing 40,000-acre blocks of old
growth throughout the Tongass, to
keep migration corridors for wild-
life. The recommendation would
have required a change in harvest
plans.

The Forest Service put its man-
agement plan on hold and request-
ed review from a team including
biologists, a forester, a lawyer ana
a resource economist. Experts

from Canada and the Lower 48;:

states spent more than a year on
the review.

The Forest Service is required
to maintain viable populations in
each forest. The review group con-
cluded that some species required
large tracts.

"We ought to accommodate
them and harvest in special ar-
rangements that will allow them to
survive," said William Lidicker, a
review panel member and an
integrative biology professor at
the University of Caliromia-Berke-
ley.

Lidicker said he believed the bi-
ologists’ report did not go far
enough. The review panel called

for other changes. in harvest pracg:
biease turn o?%eport, agéo AG
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tices, as well as studies of wildlife

population and genetics.

Gary Morrison, a Forest Ser-

vice supervisor, said it would be
up to the agency to decide what
changes - if any - should be
made.

“Whether we accept the recom-
mendation is still two or three
steps away,” Morrison said Fri-
day. The agency will weigh the
timber industry’s thirst for
Tongass logs against recommen-

dations for wildlife protections.

Logging is a mainstay of the
Southeast economy, generating
thousands of jobs. Timber industry
officials say they are able to log
the forest without significant harm
to fish and wildlife.

Morrison said annual harvest
could drop by as much as 25 per-
cent, if recommendations in the
192 report were carried out. The
report said populations of brown
bear, marten, flying squirrels and
other species could be damaged if
logging was done at the scale pro-

Lowell Suring, the Forest Ser-
vice biologist who led a committee
that wrote the wildlife report, hts
said certain species could disap-
pear from large areas of the
Tongass. Disappearance could
contribute to eventual extinction,
Suring said.

Preserved tracts within the for-
est would reduce the chance that
wildlife would seek isolated islands
of old growth, crowding each other
and eventually dying out, Suring
said.



