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Testimony before House and Senatte Resources Comirttees of the Nineteenth Alaska Legislature

I'm Tom Boutin, State Forester and Director of the DMR Division of Forestry. Thank you for inviting fa to
talk with you today. |want to specifically thank you for inviting all of the players to the table. DNR asked
that the United States Fish & Wildlife Service, the University, the Mental Health Land Trust and other
landowners be invited. We also wanted the Department of Fish and Game to come because we look to
them to answer questions such as what will be the impact of the bark beetle on fish habitat, wildlife habitat
and water quality; and we work with them to mitigate the effects of logging on those values since logging
followed by reforestation is the only large-scale response that has been available to DNR. Also, Fish and
Game and the United States Fish and Wildlife Service have participated in a group of scientists and land
managers called INFEST that has been looking at the infestation and | think the perspective that Fish and
Game has is important here today.

DNR also wants to thank you for inviting the environmental community. Environmental interests have had
a key role in determining what options are available to public land managers who are trying to respond to
the bark beetle.

There's a briefing paper in your packet that the Division of Forestry updated for this hearing. We have
briefing papers on most of our initiatives and issues. We began updating this one when we happened to
learn that the Society of American Foresters had planned meetings on this issue.

The State of Alaska owns about 2.1 million acres of land in the Kenai Peninsula Borough. Half of that is in
state parks, refuges and critical habitat areas. Of the 1.1 million that is in the public domain, 449,000
acres are forested land. Of that 449,000, over half is West of Cook Inlet and 201,000 is on the Kenai
Peninsula and Kalgin Island. Most of that forested land is in Lutz, Sitka and white spruce and most of the
spruce is heavily impacted by the spruce bark beetle.

The goals that DNR has had in its bark beetle program are to accelerate reforestation, maintain diverse
forest types and ages to support a wide variety of public uses, and capture the economic value from
infested trees before they decay. The key feature of our program has been timber sales.

Out of the 201,000 acres on the Kenai Peninsula and Kalgin Island, timber sales for fiscal years 94, 95
and 96, totaled about 8,750 acres in 25 sales. Our 5 Year Schedule for the Kenai Borough proposes
sales on about 28,000 acres. Of that acreage, 19,000 is on the Kenai Peninsula. Priorto 1994, DNR sold
an average of 200 acres of timber sales per year on the Kenai Peninsula. In timber volume we’ve sold
between 30 and 40 million feet of salvage timber on the Kenai since 1994, up from a program of less than
one million feet per year.

This sort of increase in a public timber sale program has required additional public process. We asked
Borough Mayor Don Gilman to put together a panel of citizens to review our 5 Year Schedule. We
committed to complying with every recommendation upon which the panel reached a consensus (of which
there were 18). We addressed concerns underlying other recommendations on which there was no
consensus as best as we could. We transferred money to the Alaska Department of Fish and Game so
that a habitat bioiogisf could be on the ground during the silvicultural prescriptions and the timber sale
lay-out. We borrowed a silviculturalist from the United States Forest Service. We committed to having a
public meeting in communities near every timber sale and the habitat biologist and the silviculturist came
to every one of those meetings and explained our program. We met with media in Anchorage and on the
Peninsula. We had most of the Peninsula media on our timber sales. When a large sale, Kalgin Island,
received no bids, we got together with the timber industry to design a sale that would sell, got an okay
from the Department of Fish and Game on that design; and then it did sell. We asked the United States
Forest Service to bring research people up from Portland to record how timber in different stages of
beetle-caused decay held up for conversion to lumber, chips and veneer. We provided the logs and most
of the staff for the recovery study. We passed the study results on to the Alaska industry and used them
in our sale appraisals.



We have programs that do not include timber sales and we have also used those programs to respond to
the bark beetle. Our forest stewardship program helps private landowners determine objectives for their
forested land and what must be done to meet those objectives. As you might imagine, the bark beetle is a
major feature of that program on the Kenai Peninsula. Our Urban and Community Forestry program holds
meetings and workshops, and distributes information for homeowners to use in combating the ‘etle. Our
fire prevention program has held numerous defensible space workshops for rural homeowners on the
Peninsula. We produced a paper for the tour companies on the Kenai Peninsula to use to explain the
beetle epidemic to their customers.

With this record Mr. Chairman, you could think that everyone cheered us on. But there has been some
unhappiness. On September 22,1994, Trustees for Alaska and four other groups appealed our 5 Year
Schedule in Anchorage Superior Court. The case is known as Alaska Sportfishing v. DNR. For a period
of time the plaintiffs asked for a stay on each of our timber sale auctions but the stays were denied. |think
there were 10 sales altogether for which the judge said we had done a good job and that the plaintiffs
were unlikely to win on the merits of their case.

Individual sales have been added to the complaint and the list of appellants has expanded to nine groups.
For the first 18 months there was constant churning of motions and filings; DNR had to catalog, index and
file over 10,000 pages of documents. On June 5,1995 the Court ruled in DNR’s favor on a motion to
recover expenses in the case and Trjstees sent a check for good funds. Final oral arguments are now
scheduled for next month and a decision could come this year.

We have also had a number of administrative appeals of our Kenai Peninsula timber sales, which have all
been denied, and one appeal of our coastal consistency finding on the Falls Creek Sale, for which the
Coastal Policy Council ruled in DNR’s favor. |cannot honestly say that these administrative and judicial
appeals have materially delayed any timber sale or our program as a whole but we certainly have spent
time on them that would have been spent on another part of the program had they not come.

Mr. Chairman, | think DNR has figured out how to responsibly and efficiently meet the new statutory
public process requirements that came at the same time as the update of the Forest Resources and
Practices Act. | don't think anyone in the timber industry believes that DNR could be doing more to
respond to the bark beetle given the funding and responsibilities we have. But | want you to know that 5
Year Schedules, Forest Land Use Plans (which are required for every timber sale), public meetings and
field trips, appeals and litigation amount to significant expense for the sale of dead and dying spruce trees
that are also short, sparse, small and a great distance from much of a market.

I need to mention the market from a land manager's perspective. Jack Phelps will talk about the market
in some detail, and | share his long-term optimism, but right now owners of low grade timber are suffering.
Pulplog prices have dropped from 35 to as much as 75 percent since the very high prices of last fall.
Companies that were actively ouying Alaska wood for Lower 48 pulpmills have gone home. The
remaining Alaska pulpmill is reported to be in very serious trouble. There are large decks of unsold low
grade logs in Southeast and within the Kenai Peninsula Borough.

DNR has had a number of timber sale auctions at which there were no bids. In the Interior those sales
seem to be picked up later, but beetle-killed timber sales in Haines are not selling and one sale on the
Kenai did not sell.

Mr. Chairman, DNR's timber sale program as a whole returns more money to the state than it costs. The
state has no deficit timber sale program. But salvage sales do not usually pay for themselves. In
particular, Kenai sales only pay for part of the reforestation costs and usually do not pay for all of their
preparation and administration. Reforestation of salvage sales is not required by the Forest Resources
and Practices Act and private landowners requested and DNR recently completed regulations that set out
the procedure for exempting salvage sales from reforestation. However, DNR has committed to
reforesting all timber sales to the stocking standards in the law even in the case of salvage sales.

On the Kenai we have one buyer for beetle-killed timber but all landowners are very fortunate to have that



one. Because if that firm had not developed their market, | doubt that anyone would have done so and the
market would have completely shut us down at the present time. As itis, | know of a number of firms in
Southeast and in Southcentral that have extraordinarily large decks of low-grade logs. In this sort of
market, Lower 43 pulpmills will not give a new supplier an order at any price. Markets always change but |
don't know ‘hat we can find a good market in time for much of the dead and dying spruce that can be
offered.

I would like to cover just a few more topics. One is fire and the bark beetle. While the situation is not
simple at all, and you have probably heard that, there is one simple fact. The Miller's Reach fire, the fire in
Big Lake last June, was in no way involved with the spruce bark beetle. The spruce bark beetle was not a
feature of that fire. Our briefing paper includes an attachment that describes the wildfire implications of
the bark beetle epidemic.

I need to make itclear that DNR has nnt accomplished this alone. The Alaska Legislature enacted
HB121, sponsored by Representative Bill Williams, to allow expedited sale of salvage timber. HB212,
introduced by Representative Jeanette James and throroughly worked on by both Resources Committees,
allows a more expedited puDlic process. Both of the bills were signed into law by Governor Knowles.
Governor Knowles put money for salvage timber sales on the Kenai Peninsula into his capital budget.
Governor Knowles’ office has helped DNR work out some timber sale issues in a way that allowed us to
proceed when some of those same issues on earlier timber sales had come to wreckage three years ago.
We now get together in the Governor's office and work these things out.

The United States Forest Service has given DNR money and expertise that itjust could not have found
any other place. Funding to do the job came along with the Forest Service silviculturalist that | mentioned
a moment ago. That silviculturist went right to court with us and you cannot ask for a better partner than
that. The Forest Stewardship and Urban and Community Forestry programs are totally federally funded.

The Alaska Department of Fish and Game has helped at critical moments. Commissioner Frank Rue
weighed in on our Falls Creek timber sale in a way that allowed it to proceed. He told the very new
administration that sale had been done well and should proceed. Therefore, the appeal sitting on my then
new boss’ desk was denied and | think Trustees were put on notice that what they had begun in court
would be concluded in court. | hope you can appreciate how important that was to the Division of Forestry
at that point in time.

The timber industry, and particularly the Alaska Forest Association, has provided expertise, support and
patience, especially patience, for our timber sale program. They have provided affidavits on a moment’s
notice time after time to help in our defense against Trustees. They've stood with us on our initiative to
move to operator reforestation with our best customer, the firm that found a market for Kenai timber that |
talked about earlier, showing all foresters some innovation in meeting reforestation requirements. | need
to also mention that that firm is reforesting areas that it is not required to reforest even while experiencing
a severe market downturn. When a judge makes an example out of a timber operator that showed a
wholesale disregard for the law and the environment | say great. But Ir.inge when the media beats up
the timber industry in general because | think of firms like this one, a firm that found a market for dying
timber that we public land managers are stuck with and is now accomplishing reforestation on the Kenai
out of its own profits.

The DNR Commissioner and his office have provided constant support for our Kenai program. Deputy
Commissioner Marty Rutherford has traveled to countless late-night public meetings on the Kenai to
explain our timber sales. She has brought her baby to more than one all day Saturday meeting.

The Department of Law has been an exceptional partner in our timber sale program. The attorney
assigned to us is a professional forester and he worked in the woods before going to law school. Our
foresters believe in him and he works at least as hard as we do. Last spring we gave the Attorney
General a gallon of maple syrup and told him the Division of Forestry would see that he never runs out so
long as this Assistant Attorney General is assigned to us.



Finally, | need to say that | am quite proud of the Division. Going from 200 acres a year to several
thousand while being sued in court is not easy. And | think we’'ve lost six or seven foresters to budget cuts
during the same period of time while forest practices on private land has required greater and greater
amounts of work. During the same period we have improved our documents to where | think they are
becoming both responsive and bullet proof. We'll see what the judge tells Trustees and us later this fall.

There are some things that we have been unable to do. One of those is that we have not been able to
find a wildlife manager who believes that the spruce bark beetle epidemic will be detrimental to wildlife in
the long term. Likewise, we have not been able to find a fisheries biologist that believes that the epidemic
will have a long term impact on fish habitat or water quality. Also, the wildlife managers and fisheries
biologists we know are reluctant to say that logging, even if done well, will have fewer impacts than letting
the epidemic run its course.

| have an excerpt here that | want to read. Itcomes from a memo that Fish and Game Commissioner
Frank Rue wrote to the Governor last July, and while it's probably not good to take it out of context, | think
it summarizes very well what fish and wildlife managers have been telling foresters about the beetle
epidemic on the Kenai for some time. He wrote:

However, from a fish and wildlife perspective, the loss of large mature spruce trees will not have an impact
on fish and wildlife species of primary interest to Alaskans. Fire and bark beetles are an integral part of
the boreal forest and the animals that live there depend on the periodic renewal of the forest. We are not
aware of any state strategy to deal with bark beetles, other than logging the trees before or after they are
dead. However, this has its own problems.

Mr. Chairman, | think you can see why DNR has not relied on impacts to fisheries or water quality, lost
wildlife habitat, or for that matter lost tourism dollars, danger to recreation sites and real estate devaluation
to justify our Kenai salvage timber program. DNR produces net revenues as well as jobs from state
resources but it has to deal in the real world of appeals and litigation. If we don't have at least a
consensus among credible professionals for what we propose then we head in another direction. As
stated a moment ago and at the top of our briefing paper, our goals for the state’s bark beetle program are
to accelerate reforestation, maintain diverse forest types and ages to support a wide variety of public uses,
and capture economic value from infested trees before they decay. Only Trustees and their clients seem
to disagree with that.

I'll wrap this up Mr. Chairman by telling you where DNR will go from here. We will continue to prepare and
offer the sales in the 5 Year Schedule of Timber Sales as the budget permits so long as there are buyers
for our sales. That includes the Kenai Peninsula salvage sales in the Governor’s capital budget that was
signed into law last summer. We will continue to reforest all of our timber sales including salvage sales.
At the same time, the prospects for doing as much timber production in the future as we have done in the
past are quite small. As | stated earlier, we've lost six foresters to budget cuts since FY94 when our Kenai
salvage program began. We lost a total of seven positions, not all of them foresters, in this fiscal year
alone. At the presenttime | have been directed by the Legislature to come up with a way to replace
Division of Forestry foresters doing Forest Practices Act inspections with a program in which timberland
owners would hire certified consultants. Budget realities faced by this state government dictate these
sorts of examinations even if | had not been specifically directed to do so by the Legislature. The
estimated 5 or 6 forester positions that we would be able eliminate (all but one of them currently filled by
the way) once the program of certified consultants is up and running also lay out timber sales from
Ketchikan to Kenai. So our timber saie program, including Kenai salvage sales, is definitely not on the
increase and may decrease significantly in the future.

W e will continue to participate with the United States Forest Service in their annual forest insect and
disease survey. We will continue to contribute to the group of scientists called INFEST that is looking at
the bark beetle epidemic from an historic and scientific perspective. We will continue to distribute
information to homeowners and landowners on bark beetle remediation and defensible space. These
efforts are pretty much all federal funds so | cannot choose to cut them instead of timber sales.
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Over the years | have talked to many groups in public meetings about the beetle infestation and our
program - the Exxon Valdez Oil Spill Trustee Council, the Resource Development Council, the Board of
Fisheries, various chambers of commerce and many others - and | will continue to do that. We will
continue to keep the Board of Forestry involved. We will continue to defend the state vigorously in court.

Finally, Mr. Chairman, along with what we are doing on state land, DNR is also directly involved in
silvicultural responses to the bark beetle infestation o., orivate and municipal land because we have
responsibility for the Forest Resources and Practices Act. And therefore the private landowner response

has brought an increased workload to DNR.

Thank you again Mr. Chairman. |would be happy to answer any questions you might have.



TONY KNOWLES Bob King

Governor Press Secretary
P.O. Box 110001 Claire Richardson

Juneau, Alaska 99811-000' Deputy Press Secretary
NEWS RELEASE 907*463*3500
FAX: 907*465*3533

FOR IMMEDIATE RELEASE: October 16, 1996 96-282

KM)W.I"J3£SJEO_ND_$._TLO_C.D-W-CERMS_QEJCPCJVIJIi.LVV.ORKERS
Proposes Change to Protect Severance Pay, Unemployment Insurance

Following through on the comments of Ketchikan mill workers, Gov. Tony Knowles
has proposed a change in the unemployment insurance program to protect the

workers' severance pay and unemployment insurance benefits. Knowles heard the

comments when he met in Ketchikan last week with workers affected by Louisiana

Pacific's (LP) planned closure of its pulp mill.

"The existing rules effectively penalize workers who receive severance pay and
on
that's wror J, Knowles said. "When | met with mill workers in Ketchikan last

week, they asked me if anything could be done. Yes, there is. This change will

help timber workers affected by LP's decision to close its mill work through this

transition and find new jobs."

L/noer current regulations, lump sum severance payments are deducted from
weekly unemployment insurance benefits over a number of weeks based on the

worker's weakly wage. This effectively precludes the payment of unemployment

insurance benefits for that number of weeks. Knowles' proposal would treat

severance payments the same as other lump sum separation payments, and

deduct them only in the week it is received. This would allow affected workers to

receive unemployment insurance benefits for all weeks in which they are

otherwise eligible.

is subject to public comment, but in order to speed up the
included with other regulatory changes already

The new regulation

process, the proposal has baen
under review. Public hearings are scheduled for Oct. 28 in Fairbanks, Oct. 29 in

Anchorage, and Oct. 31 in Juneau. The comment period ends Nov. 5.

regulation change stems from the work of the governor's ongoing
local leaders in

The proposed
Coordinated Response Partnership between the state and
Ketchikan. The partnership is assessing needs of Ketchikan workers, families and
small businesses following LP's announcement of a March closure of its pulp mill.
Knowles also formed a task force to draft a regional business plan for a viable,

sustainable timber industry as part of a diversified Southeast economy.

Contact: veronica Slajer: 907-225-5500 in Ketchikan or 907-465-2503 in Juneau



Alaska State Legislature

Official ltusiriess State Capitol
Juneau, AK 99801-1182

SENATE RESOURCES COMMITTEE

Chairman: Senator Loren Leman
Vice Chairman: Senator Drue Pearce
Senator Steve Frank

Senator Rick Halford

Senator Robin Taylor

Senator Georgianna Lincoln

Senator Lyman Hoffman

AGENDA
Joint Senate/House Resources Committee
1:00pm - 3:00pm
Friday, September 27,1996

STATUS OF SPRUCE BARK BEETLE INFESTATION
IN SOUTHCENTRAL ALASKA
1 Call to Order by Chairman Leman

2. Introductions
by Jerry Boughton, Chairman, Alaska Society of American Foresters

3. Overview by Dr. Ed Holstein, U.S. Forest entomologist and forest health
specialist
4. International Perspective by Dr. Patrick Moore, Director of the Forest Alliance

of British Columbia and F.L.C. Les Reed, President, F.L.C. Reed and
Associates Ltd.

5. Organization Perspectives: Status/Responsibilities
Dept, of Natural Resources - Alaska - Tom Boutin
Ninilchik Native Corp - Greg Encelewski, Forester
U.S. Forest Service - Larry-Hudson,Forest Supervise d
~-Alaska Center for the Environment - Cliff Eames w<ri\tv-
UAF - Alaska Coop Extension - Mike Faustibend
Alaska Forest Association - Jack Phelps, Executive Director
DF&G Division of Habitat - Lance Trasky, Division Director

C. Open Discussion and Questions

7. Adjoumn
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A laska Forest A ssociation, Inc,

111 STEDMAN SUITE 200
KETCHIKAN, ALASKA 99901-6599
Phone 907-225-6114

FAX 907-225-5920

Testimony ofJack E. Phelps
Executive Director, Alaska Forest Association

Regarding Beetle Killed Timber in Alaska
Offered before the
Joint House and Senate Resources Committees
September 27,1996

Mr. Chairman, members of the committee:

My name is Jack Phelps and | am Executive Director of the Alaska Forest Association. | am a
member of the Society of American Foresters, and | have worked in the forest products industry off and
on since 1969. The Association represents the timber industry throughout Alaska. To that end, we support
efforts that enhance economic opportunities by making the forest resources of Alaska available for
sustained harvest. We believe that timber harvests are an appropriate management tool for public land
managers to maintain forest health and provide public benefits from publicly held land.

Today | will be discussing with you the market situation with respect to Alaska timber generally,
and beetle killed and beetle damaged timber in particular. I also want to talk about the constraints that
complicate the problem of marketing beetle killed timber from public lands in Alaska, and offer some

thoughts on what you might be able to do about them.

As you have heard from the various experts who have testified today, and as you can leant from
reading some of the printed material that has been distributed to you, the spruce beetle problem in Alaska
is widespread and crosses all ownership boundaries. As you might expect, the private landowners have
been the most responsive to this forest health situation. Regional and village Native coqtorations own large
tracts of beetle-infested land. Those firms have been logging and reforesting their beetle-infested land for
die last six to eight years. They have been able to sell into several niche markets for boih round logs and

chips.

Alaska white spruce has some qualities that make it a very desirable commodity in some markets.
For example, the principle purchaser of white spruce on the Kenai peninsula today is .Anchorage based
Circle DE Pacific which has a chip handling facility on Homer Spit. The company sells wood chips to two
Japanese paper companies for use in newsprint and high quality bond paper. Since 1993, the company has
progressively increased its shipments from 100,000 Bone Dry Units (BDUSs) in that year, to 135,000 BDUs
diis year. It expects to increase shipments yet again in 1997, to 150,000 BDUs. The port facility is capable

of handling twice that volume.

SERVING ALASKAS FOREST INDUSTRY



Circle DE Pacific’s customers find the Alaska chips particularly desirable because of their white
color. There are economic and environmental advantages to using chips that do not have to be bleached.
Alaska has an advantage in this market, in that the year round, ice free port of Homer is 2.5 days closer
to Japan than the U.S. west coast is. A potential competitor for this market is Russia, and it behooves
Alaska to develop the market as much as possible, so that we can maintain a competitive edge. One factor
important to that purpose is timely timber sales. To be best suited, the spruce must be harvested soon after

its demise if it is from a beetle infested stand.

The Alaska Forest Association has recently released a study of the Pacific Rim market for Alaska
timber which | have provide for you today along with my written comments. It shows that the countries
of the Pacific Rim are expected to increase imports of timber and lumber over the next several decades.
It shows that the traditional sources of supply for this market, particularly the Pacific Northwest, are not
in a good position to respond to the growing market. It also shows that the often predicted increase in
supply from the American Southeast is unlikely to develop, leaving a significant opportunity for another
American region, such as Alaska, to step to the plate. Our geographic position is a decided advantage.
Direct competition from countries like New Zealand and Chile is likely to be minimal, since the type of
timber available from them differs considerably from that grown here. Scandinavia and Russia, however,
are direct competitors. Given our geographic advantage over the former we should be able to compete

effectively, if other constraints do not hamper our efforts.

All is not rosy, however, on the market side. As you are probably aware, currently the market is
in a serious slump. Pulp prices, especially, have been extremely low in recenc months. Those companies,
such as Circle DE Pacific, who have long term agreements with purchasers can weather such a slump. It
is tougher on others. Nor is the price of chips the only problem. Low quality sawlogs have experienced as
much as a 2/3 drop in market value since last. But the market is cyclical, and to whatever degree we can
avoid it, we ought not to allow short term problems to dissuade us from working to develop long term

markets for Alaska’s timber.

Artificial constraints (that is, non-market constraints) placed on developing timber resources on
public lands in Alaska remain a concern to the industry. Most people believe that higher logging costs in
Alaska are at least partly to blame for our inability to take full advantage of the market opportunities. Part
of the problem is that beetle-caused deterioration in the wood reduces its value, but it is also true that
environmental protections are greater in Alaska and those protections cost money. Right now the entire
cost of the protections is absorbed by the owner of the tree.

Due to changes in state law made in 1990, state timber sales are subject to incredibly burdensome

and expensive public process. The state estimates that it has one public meeting and produces about 50
pages of new documentation for every million board feet of timber it offers. Now bear in mind that this
isn’t Tongass National Forest old growth, so what we have done is add huge extra costs to what is often
extremely marginal timber. The Nineteenth Legislature took some steps in the last two years with HB 121
and HB 212 to provide some reliefto this problem, and we especially appreciate the work your respective
committees did on those bills, but the problem still remains. proklJi -Ut.L wuev LCa " |
c'-'lI-rr

Let me point out something about scale here. Legislators deliberated about whether the Forest Land



Use Plan exemption in HB212 should be 10 acres or 20 acres. There’s little doubt in my mind that an
exemption of 20 acre timber sales or an exemption for salvage sales would have brought a veto. But at the
same lime, some people who want more treatment of the spruce bark beetle epidemic talk about logging
hundreds of thousands or even millions ofacres. | think public support for an increase of that magnitude
is going to be difficult to generate. But even if you could get the public support tiiere certainly will be
strong resistance from the Alaska Department of Fish and Game. Then again, you will have to look at some
fundamental changes in the law because it is the law that gives direction to managers of public land. The
law also gives public land managers a place to hide from decisions, which is what they often seem to want.

On the Federal side, we have an even bigger problem. The Chugach National Forest suffers from
the same inertia that has paralyzed timber sale programs ir national forests all across the country. Congress
provided an opportunity to change that recently when it passed the salvage timber law late last year.
Instead ofresponding and addressing a widespread forest health problem, the Clinton Administration chose
to find a legal way to avoid obeying the law. The result here in Alaska was that the Forest Service got a
lot of people excited about sales that never happened, and which | personally doubt were ever intended

to happen.

The problem on Federal lands is complicated by the fact that much of the spruce beetle infestation
on federal land occurs on lands which are not managed for timber resources at all (park lands, wildlife
refuges, and other BLM lands). One action | think Alaska should take is for the Legislature to work with
Governor Knowles to press the federal government to take action on its lands that will aid in restoration
of forest health while creating some economic opportunities for Alaskans. It is time for Alaskans to speak
up with a loud and consolidated voice. My association stands ready assist you, even as we are working
with the governor to get a better recognition by the national administration of the needs of Alaska’s forests
and her people. Recent actions by the White House have been less than encouraging, but we are not yet

ready to give up.

I am available to answer any questions you might have.
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Executive Summary

1. Global demand for wood products is expected to continue expanding in the future,
based on population growth and economic growth, and the associated demand for
housing, furniture, paper, and other wood products. Growth in consumption of forest

products in the Asia-Pacific Rim region is expected to be particularly strong.

2. 'imber harvesting in traditional supply regions has been decreasing rapidly. The Pa-
cific Northwest and Russia have experienced dramatic reductions in timber harvesting,
and Southeast Asia and British Columbia are expecting similar futures. The (J.0.
South, long viewed as a possible source of replacement for PNW timber, may have
reached a plateau. Global demand for wood products is expected to increase much
faster than supply from traditional regions, creating a “gap” which must be filled
through increased supply from other regions, increased consumption of substitute
products (non-wood) and greater conservation efforts. Shortages in timber supply in

other regions are expected to increase the demand for forest products from Southeast

Alaska.

3. Japan is by far the major market for Alaska’s forest products exports. Japanese de-
mand for wood imports is expected to remain strong in the future, with increased lum-
ber imports replacing log imports in many cases. Other Asian markets, such as Korea

and China, also present good possibilities for expanded expons of Alaskan wood

products in the future.

4. The wood processing industry in Southeast Alaska is almost totally dependent on the

Tongass National Forest for supply of timber.

5. The forest products industry is extremely important to the economy of Southeast

Alaska, and the KPC pulp mill is critically important to the survival of the industry in

that region.

6. “Meeting market demand” for timber in Southeast Alaska means much more than sim-
ply supplying timber to the currently operating mills To meet market demand, the
Tongass National Forest must provide some level of security of future timber supply,
provide a mix of logs that fits the needs of the existing processing facilities (both
closed and currently operating), and make available timber at delivered costs which

permit manufacturers in the region to operate at a profitable level over the course of

the business cycle.
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The Tongass National Forest has had an Allowable Sales Quantity (ASQ) of 450 mil-
lion board feet, sawlog volume, in the past. This is a maximum volume, not a target
volume, and since 1980 the TNF timber sales program has actually achieved only
about 2/3 that amount. The ASQ level in the Preferred Alternative is only about 65%
of the former level, when adjustments <Wi made for inclusion of utility logs. If past
failures to sell a volume equal to the ASQ are continued in the future, the much lower
ASQ being considered in the Revised TLMP Supplement is expected to produce less

than halfofthe volume in the previous ASQ, at best.

The Forest Service has repeatedly acknowledged the need for timber processors in
Southeast Alaska to maintain a 3-year supply of timber, in order to be able to operate
profitably over the course of the business cycle, In spite of this acknowledgment, the
volume remaining under cont tct at the end of FY1995 was only about 321 MMBF,
including volume which was unavailable because of litigation. This is equivalent to

only about one year’s consumption for KPC and the independent mills, based on aver-

age consumption rates during 1985-1994.

Uncertainties due to legal actions and the actual performance of the Forest Service in
meeting the FY 1996 timber sales objectives make it difficult to perform precise calcu-
lations, but we estimate that the Tongass National Forest would have to sell or release
approximately 480 MMBF per year (spruce and hemlock, sawlog plus utility) during
FY1997-FY 2000 in order to build a 3-year supply of volume under contract. This as-
sumes operation of the Wrangell mill, and all other existing mills, at average operating
rates for the last decade, but does not include plans for an MDF plant or any other
new facilities or expansions of existing facilities. This also assumes that the TNF fully
achieves the FY 1996 timber sales targets, and that all volume currently under contract
is released from litigation. Because ofthe cedar component (assumed to be only 12%,
based on Forest Service estimates), the TNF would have to sell or release about 540
MMBF per year during FY1997-2000, to achieve a 3-year supply of timber under
contract by the end of that period. Achieving the 3-year supply target sooner would

require a more aggressive sales program.

The Forest Service has expressed concerns over protection of other resources if it
adopts an ASQ above the 357 MMBF per year described in the Preferred Alternative.
Note that even this level of ASQ contains about 60 MMBF oftimber which is unlikely
to be economic to harvest at current market conditions or those expected in at least

the coming decade. Because full achievement of any level of ASQ is doubtful, based
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on past experience, the only way that the Forest Service can build a 3-year supply of

timber under contract, and thus stabilize the industry in Southeast Alaska, is to adopt

an accelerated ASQ for the first decade.

While an accelerated ASQ for the first decade would result in a slightly lower long-
term sustained yield, it is essential for survival ofthe wood products processing indus-
try in Southeast Alaska. Besides, if the industry does not maintain its competitiveness
in the near term, ifthe KPC pulp mill and sawmills and several independent mills can-
not survive, then the “long-term sustained yield” is meaningless. Sustained yield must
be based on both biologic and economic criteria. W ithout a stable supply of economi-
cally priced timber which is available to meet the pricing cycles (i.e., a reasonable sup-
ply of timber under contract), the industry in Southeast Alaska will collapse, and the

“sustained yield” will drop to zero.

END OF SUMMARY



Demand for Timber in Alaska

Introduction
/

The following paper has been prepared to provide the reader with an understanding of the
demand for timber in Southeast Alaska. Rather than focus on the number and capacities of
surviving mills in Southeast Alaska, we first review the international markets for timber and
forest products. By placing demand for Southeast Alaska timber in the context ofthe expected
global supply of and demand for wood products, it becomes obvious that market demand will
be more than adequate to absorb any expected level of production from Southeast Alaskan
producers. The second half of this paper focuses on consumption of timber in Southeast
Alaska, and in particular the supply problems facing the industry there due to inadequate timber
under contract, and the inability of the Forest Service to meet the established goals of their

timber program.



Problems with Global Timber Supply

During the last 5 to 7 years, there has been growing concern among industry experts tliat the
future world supply of wood will not be adequate to meet, anticipated demand. Of particular
relevance to the Alaskan forest products industry has been the huge decline in timber harvests
in the U.S. Pacific Northwest and the anticipated decline in timber production in British Co-
lumbia. The U.S. South, long viewed as having the potential to greatly increase timber pro-
duction, appears to have reached its peak potendal already. The decline in timber production
from traditional regions such as the U.S. Pacific Northwest is expected to put increasing pres-
sure on forest ecosystems in other, less protected regions. In addition, these large reductions in
timber supply are expected to result in increased prices for timber; this will hurt consumers, but
will likely make the Alaskan producers more competitive in global and regional markets.

Pacific Northwest Timber Sunplv

Available timber supplies have been significandy reduced in the U.S. Pacific Northwest over
the last 6 years. Because this situation has deteriorated so quickly, we believe that the earlier
forecasts of demand for Southeast Alaska timber by the Forest Service underestimated the

impact from PNW timber supply reductions.

In the five state region of Washington, Oregon, Idaho, Montana, and California, timber har-
vests fell by more than 10 billion board feet between 1989 and 1995, a 44% reduction. By far
the greatest decline was on federal lands, where harvest volumes dropped by 82%. Timber
harvest on siate-owned lands in the same region also declined significandy, falling by about
35%. Contrary to popular belief harvesting on private lands has not accelerated to offset the
decline in public timber harvests, despite much higher log prices. In fact, private harvests fell
by almost 19% on private lands in this region over the same time period.

In British Columbia, timber harvests have not fallen nearly as drastically. Although the 76.5
million cubic meters harvested in 1995 was about 16% below the peak year of 1987, this was
only about 5% below the average volume harvested during the past decade. However, most
forecasts of timber harvesting in B.C. (see later section) anticipate a reduction of another 10-

20% over the next 5 years or so.

The Tongass Land Management Plan Revisionlstates: To establish expectations about demand
over the planning cycle, this analysis relies principally on market studies by Forest Service

1 USDA Forest Service. 1996. “Tongass Land Management Plan Reiasion: Revised Supplement to
the Draft Environmental Impact Statement”, Alaska Region, R10-MB-314a, March 1996— hereafter

referred to as the “Revised Supplement”.



economists (Brooks and Haynes, 1994)2. In that report, Brooks and Haynes stated
“...changes in PNW timber harvests can be expected to have only a slight positive impact on
Alaska in the 1990s.”1 However, this report used actual data only through 1992, and the timber
supply situation in the Pacific Northwest worsened considerably after that date. For example,
total timber harvest in the 5-state Pacific Northwest region-declined about 28% between 1989
and 1992; between 1992 and 1995, the total harvest dropped an additional 23%. More im-
portantly, timber harvests from federal lands, which is primarily older, fine-grained timber,
declined by about 50% between 1989 and 1992; between 1992 and 1995, federal harvests

again declined, dropping 64%!

Timber harvest on the Tongass National Forest has also fallen in recent years, dropping from a
oeak of 471 million board feet (MMBF) in FY 1990 to only 211 MMBF in FY1995. In addi-
tion, private timber harvests in Southeast Alaska have declined sharply from the record 532
MMBF harvested in FY1989, to only 254 MMBF in FY1995. Total timber harvest in Alaska
peaked atjust over 1.1 BBF in FY 1989, and declined to 752 MMBF in FY1995

Environmental Consequences of Reductions in Pacific Northwest Timber Harvest

Greatly reduced timber harvesting in North .America may have unintended negative environ-
mental consequences in other parts ofthe world. This view is supported by two recent studies,
John Perez-Garcia (1995)J used the Global Trade Model at CINTRAFOR4 to estimate
changes in global trade patterns in response to habitat preservation in the U.S. Pacific North-
west and British Columbia. Using the model, Perez-Garcia estimated that 60% of the reduced
wood production would be replaced with logs from other regions. Because of the relatively
high stocking levels in the Pacific Northwest (i.e., large volume oftimber per acre harvested), a
larger land area "-anywhere from 12% to 80%-may be harvested in other regions to compen-
sate for the reduced timber production in the PNW and BC regions." Perez-Garcia also noted
that "Greater harvest coming from other regions indicates that perhaps greater environmental
degradation will occur in those regions, particularly if forest management techniques practiced
in the substitute regions do not consider other environmental factors in their implementation.”

Looking at the same issue, Roger Sedjo (1995)5 used a different Timber Supply Model, one

: Brooks, David J. and Richard W. Haynes 'Timber Products Output and Timber Harvests in Alaska:
Projections for 1992-2010", USDA Forest Service, Pacific Northwest Research Station, General Tech-

nical Report 334, June, 1994,
3 Perez-Garcia, John M. "Global Economic and Landuse Consequences of North American Timberland

Withdrawals", Journal of Forestry, Vol. 93, Number 7, July, 1995, p. 34-38.
4CINTRAFOR is the Center for International Trade in Forest Products at the University of Washington

in Seattle.

5Sedjo, Roger A. "Local Logging Global ESects", Journal of Forestry, Vol 93, Number 7, July, 1995,
p. 25-28.



developed by Resources for the Future, a Washington, D.C.-based think tank. Sedjo's model
indicated that in the first 20 years of the forecast period, 1990-2010, about two-thirds of the
harvest shortfalls created in the Pacific Northwest would be offset by increased harvest in other
regions. Sedjo suggests that two areas in which timber harvests may increase are Russia and
the Amazon region of South America, increasing the potential for environmental damage in
these regions. As noted in the CINTRAFOR study, a much greater area of land must be har-
vested in Russia to produce an equivalent volume of timber which might be produced in other
areas, such as the Tongass National Forest, because of the much lower volumes per acre in
Russia. Logging in the tropical rain forest, while not the primary cause of deforestation in this
region, can open access for shifting cultivation, which is generally regarded as the primary
culprit in deforestation. Again, the point is that ifwell-regulated log harvesting on the Tongass
Forest is replaced with logging in areas with less environmental safeguards, the potential for
damage to endangered habitat and species may increase.

Both Sedjo's and Perez-Garcia's models assumed that increased harvesting of timber in other
regions would offset only 60-70% of the expected decline in timber harvest in the Pacific
Northwest and B.C. In other words, the forecasted supply of timber in the global markets is
expected to be less than market demand, and prices for timber and wood products are likely to
increase. Increased prices harm consumers of wood products, and make it more difficult to
produce needed housing for the growing world population. In addition, higher prices can
induce greater substitution of non-wood materials in construction, which generally have been
shown to require much greater inputs of energy, and hence place a greater burden on global
resources than does the use ofwood.

Since both of these studies were done, the federal timber sales program in the U.S. West has
continued to decline, to levels even lower than forecast in these studies. If the harvest of tim-
ber in Alaska from the Tongass National Forest also decreases below the level of the early

1990s, this will simply exacerbate a bad situation.
U.S. South Sawtimber Supply Also Under Pressure

Another disturbing point in Sedjo's analysis is that one region which is expected to increase its
harvest substantially to offset declines in the Pacific Northwest is the U.S. South. This is not
unusual. For years, the U.S. Forest Service has been forecasting continued expansion in timber
liarvests in the U.S. South. For example, as recently as 1995, the Forest Service forecast that
softwood timber harvests in the U.S. South would increase from 5.28 billion cubic feet in 1991
to 6.27 billion cubic feet in 2000 and to 7.08 billion cubic feet in 2020.6 In fact timber harvest-
ing and production of wood products in the U.S. South has expanded dramatically during the

6 USDA Forest Service. “The 1993 RPA Timber Assessment Update”, Rocky Mountain Forest
and Range Experiment Station, General Technical Report RM-GTR-259, March, 1995, p. 38.



last 10-15 years. However, recent research has called into question the ability of the Southern
U.S. pine forests to support continued increases in timber harvests, particularly in the larger

sawtimber category.
Recent research by Frederick Cubbage of North Carolina State University (1996)7found that:

"Annual removals of softwood timber exceeded annual growth in most of the large
softwood producing states, including Alabama, Arkansas, Georgia, Louisiana, Missis-
sippi, South Carolina, and Texas Urbanization, water quality protection, wetland
protection, endangered species restrictions, public opinion, and landowner objectives
also may limit the availability or increase the costs of timber supply:in the South.

....These data indicate that the South is experiencing increasing softwood timber scar-

city..."

Consultants D A Neilson & Associates and Resource Economics Inc., in a private multi-client
study, put forward the proposition that softwood timber supply in the U.S. South has likely
peaked. In 1993, they predicted that softwood timber removals in the South would increase
from 145 million cubic meters (MMCM) in 1990 to 153 MMCM in 1995, but then fall off to

147 MMCM by 2000.8

The well-known consulting firm Resource Information Systems Inc. (RISI) also has been
pessimistic on the possibility of increasing timber harvests in the U.S. South. Their annual
forecast summary (December, 1995) stated that "Over the next five years, the South's pine
sawtimber resource is expected to become even more constrained, and the competition for
wood will remain intense.” Because of this competition, RISI believes that sawtimber prices in
the U.S. South will close the gap with Pacific Northwest timber prices, thus losing part of their

competitive advantage.9

An even more pessimistic view was put forward by Colberg (1996). He asserted that since the
forest inventory data analyzed by Cubbage is collected only once per decade for each state (on
a rotating basis), the situation is actually much worse in some states than assumed by Cubbage
and others. Because of his research involving close scrutiny of timber supply in smaller wood-
sheds, Colberg found that in counties with greater competition for timber supplies in the South,

"Removals are often twice the amount that is growing, with calculated growth/drain

7 Cubbage, Dr. Frederick. "Timber Supply and Prospects in the South", in Proceedings: International
W oodfiber Conference. May 13-14, 1996, Omni Hotel at CN N Center, Atlanta, Georgia.

3D.A. Neilson and Associates and Resource Economics Incorporated, Pacific Rim Wood Suddlv and

Demand: A Global Perspective. 1993 Multi-client study.

9 Resource Information Systems Inc., "Annual Forest Products Review”, December, 1995, Boston,

M A



ratios for pine sawtimber averaging 0.55 to 0.70....In many ofthe South's major timber
producing areas, we see an emerging gap between softwood supplies, and demand.
The trees we will need for the next fifteen to twenty years are not in the ground, and
growing.... In areas where competition is greatest, a softwood shortfall will occur be-
tween the years 2005 and 2010. Thereafter, the decline will be dramatic, with as much
as a 50 percent reduction in softwood volumes available for industry use."10

Timber Production in British Columbia

Because so much of British Columbia's timber is owned by the Provincial Government
(approximately 95%), it is difficult to predict how much timber will be available in the future.
However, virtually all experts believe that the volume available in the future will be significantly
less than that harvested during the early 1990s.

RISI predicted that the Annual Allowable Harvest (AAC) in B.C. would fall to 68 MMCM in
2000, a 4.3% reduction from 1994 levels (note: AAC does not include private harvest).1l
'laver forecasted provincial harvests at 67 MMCM in 2000.12 Apsey and Reed forecasted that
B.C. timber supply will drcp from more than 79 MMCM in 1993 to 63 MMCM in 2010.13
Taylor (1996) predicted a B.C. timber harvest of 65.3 MMCM in 2000, while Neilson and REI
(1993) were the most pessimistic, expecting a harvest of only 58 MMCM in 2000. A recent
study by Price Waterhouse estimated that the AAC in British Columbia would drop to 59
MMCM over the next 5-10 years.}¥4 Given the current uncertainties facing the industry in B.C.,
and the various political initiatives being developed, the harvest level in B.C. could go even
lower. Promnitz (1995) asserted that "...there is little rational to argue against the provincial
harvest going from 75 to 50 million cubic meters per year."13

This expected drop in timber production in B.C. should have a significant impact on the de-

"Emerging Trends in Southern Timber Supply and Demand Relationships", in
Omni Hotel at CNN Center,

10 Colberg, Ralph E.
Proceedings: International Woodfiber Conference, May 13-14, 1996,

Atlanta, Georgia.

11 RISI, 1995, ref. cited.
Haver, Jerry. "U.S. Pacific Northwest and Pacific Rim Wood Trade" in Proceedings: 2nd Annual

Pacific Rim-World Wood Products Marketing Conference", Hyatt Regency Hotel, Vancouver, B.C.,

March 31 - April 2, 1996.

13Aspev, Mike and Les Reed. 1994. 'W orld Timber Resources Outlook: Current Perceptions, A

Discussion Paper”, Council ofForest Industries, December, 1994.

14 Price Waterhouse, 1995. “.An Analysis of Recent Forest Policy and Land Use Initiatives in

B.C.: Implications for Timber Supply, Jobs and Provincial GDP", prepared for the Forest A Ili-
ance, Sept., 1995.

15 Promnitz, Lawrence C. "Solid Wood Products Markets: A View From the North", in Proceedings:

M arketing Lumber, Chips, and Other Manufactured Forest Products o fthe Pacific Rim", Jay Gruenfeld

Associates 12th Annual Seattle Conference, M arriott Hotel, Sea-Tac Airport, December 6, 1995.



mand for Alaskan forest products inJapan. B.C. has greatly increased lumber exports to Japan
in recent years, jumping from 1.7 billion board feet in 1990 to 2.4 billion board feet in 1995.
Reduced timber supplies in B.C. mean that less lumber will be produced. Even with the poten-
tial re-direction of some lumber supplies from the U.S. market to Japan (due to the lumber
import quota imposed by the U.S.), the volume of lumber available for Japan from B.C. will be
lower in the future. One possible substitute for this supply could be increased lumber exports
from Alaska— dependent, of course, on the existence of a stable supply of timber to support
the mills in Alaska.

Some Regions Do Have Potential to Increase Supply

Another area often cited as having the potential to greatly expand its timber production is
Scandinavia. However, despite having substantial growth in excess of harvesting, the potential
to expand timber production in this region is relatively insignificant in comparison with the
reductions in timber harvest in western North America in the first half of the 1990s. For exam-
ple, Pelkonen (1996)% estimated that timber harvests in Finland may increase from 37 million
cubic meters (MMCM) in 1990 to 39.5 MMCM in 20G0 and to 41.5 MMCM in 2010. In
Sweden, softwood harvests are expected to increase from 42 MMCM in 1990 to 46 MMCM

in 2000 and to 50.5 MMCM in 2010.

This potential increase of 14 MMCM pales in comparison with the anticipated drop in timber
supply in other regions. For example, Aspey and Reed1/ predicted that timber supply in west-
ern North America will decline by 93 MMCM between 1992 and 2010. In addition, the in-
crease in timber production in Scandinavia has only limited relevance to the Asia Pacific mar-
kets, despite the recent impressive gains in shipments of logs and lumber to that region. Be-
cause ofthe very high freight costs, Scandinavia will tend to remain only a marginal supplier to

the Asia Pacific i: larkets.

Because of its huge standing inventory of timber, Russia is often cited as one nation which has
great potential to increase its timber harvests and exports to the international markets in the
coming dec?"  Forest Service economists Brooks and Haynes speculated on the possibility of
increased T in timber production by the mid-1990s, stating thar this weakens the case for
expectations of expanded lumber production in Alaska. Other experts disagree on the outlook
for Russian timber production, believing that the political and economic instability, as well as
the formidable challenges in trying to develop the infrastructure in the Russian Far East, make
it doubtful that Russia can even maintain its timber production at historical levels. For exam-

16 Pelkonen, Amo. "Scandinavian Market Outlook", in Proceedings: 2nd Annual Pacific Rim-W orld

W ood Products Marketing Conference". Hyatt Regency Hotel, Vancouver, B.C., March 31 - April 2,

1996.
‘7 Aspey and Reed, 1994. ref. cited.



pie, Kudryashov (1996)18 reported that the annual harvest in the former Soviet Union dropped
to only 160 million cubic meters in 1994, down 59% from a recent peak of 386 MMCM in

1990.

Apsey and Reed forecasted that Russian wood output will bounce back to 230 MMCM in
2010 and 285 MMCM in 2020. However, McKenzie disagreed, believing it will take at least
another 20 years for the situation to stabilize in Russia. A considerable number of U.S. com-
panies have explored the possibility of developing iog and/or lumber export projects in Siberia
and the Russian Far East, but with few exceptions these projects have all ground to a halt.
Weyerhaeuser’s failure in this region is perhaps the best known example. In addition to the
problems frequently mentioned with trying to develop Russia’s forest sector, international
environmental groups have targeted this region as an important battleground in trying to pre-
serve the world’s forest ecosystems. This will serve as a further barrier to development.

New Zealand and Chile are typically cited as countries with great potential to increase their
timber harvest in the coming decades, and there is little doubt that this will occur. The increase
in harvest in New Zealand and Chile is expected to be about 20-22 MMCM by 2010, and by
perhaps another 10-15 MMCM by 2020. However, these radiata pine producers do not com-
pete directly with Alaska timber in most markets, because, as Haynes and Brooks pointed out,
they generally supply lower quality logs and lumber.9 And as pointed out in the section on
Market Demand below, global demand is expected to far outpace even these significant in-

creases in supply.

Market Demand

In The Irland Group’s report to the Tongass National Forestin 1992, they stated:

‘The Pacific Rim market for wood products is huge and will grow in size
through the year 2011. Markets are so large that Alaska’s industry will
not be constrained by market size or long-term growth trends.”

We concur with The Irland Group’s (TIG) analysis, that the constraining factors on Alaska’s
expons are the availability and reliability of timber supply and the costs of production in South-
east Alaska. However, given the Forest Service’s past effoits to quantify demand for Alaskan

BKudryashov, Valentin. ‘Wood Products Development in Russia”, in Proceedings, 2rd Annual
Pacific Rim-World Wood Products Marketing Conference, March 31-April 2, 1996, Vancouver,
B.C.

19 Brooks and Haynes, 1994, ref. cited., p. 12.

‘0The Irland Group. ‘Timber Demand Scenarios for Tongass nationni Forest 1991-2010.” Report

to Alaska Region USDA Forest Service, June 23, 1992.
8



wood products in terms of the outlook for forest products in the major markets, we feel that it
is important to review the outlook for demand for softwood lumber and other forest products.

Global Timber Demand Expected to Increase Faster Than Supply
t

The most widely quoted forecast of global wood demand has been one made by the Food and
Agricultural Organization (FAO, 1991).2L Based on the past relationship between population
growth and world wood consumption (1950-1990), they forecasted that total global wood
demand would increase from 3.4 billion cubic meters in 1991 to 5.1 billion in 2010. According
to a recent study by the international consulting firm Jaakko Poyry, 55% of the total demand
for wood is for fuelwood, 30% is for sawlogs, and 15% for roundwood pulpwood.2

The FAO report indicated that industrial wood consumption, (includes sawlogs and pulplogs),
both softwood and hardwood, is expected to increase from 1.6 billion cubic meters to 2.7
billion cubic meters, or an average increase of about 55 million cubic meters per year. Total
wood consumption, including for fuelwood, is expected to increase by an average of 86 million
cubic meters per year. Dr. Wink Sutton (1993) pointed out that this is greater than the total
annual timber harvest of British Columbia, and that effectively this means that"... in each ofthe
next 19 years we will need to find globally the equivalent of an extra British Columbia just to
satisfy the increasing wood demand."Z3 Sutton suggests that “the future demand for wood
could be even higher than the FAO has predicted....due to the improving global economy,
especially in Asia, and a possible move to more bio-energy."

A number of studies have been completed over the last 5 years, by industry experts and gov-
ernment agencies, almost all of which indicate a growing deficit between global timber supply
and demand. For example, Apsey and Reed, in their comprehensive 1994 study, used a more
conservative approach in forecasting timber demand. Where the FAO forecast an annual
increase in industrial roundwood consumption of about 2.7 percent, Apsey and Reed assumed

only a 1.5% increase24 For softwood, this indicates an increase in global demand of more than
340 MMCM, from 1.04 billion cubic meters in 1992 to 1.38 billion in 2010. Even this conser-
vative approach proves impossible to fill, however, as they forecast that softwood supply in
2010 will only be around 970 MMCM. This would leave a "gap", or shortfall in supply, of

approximately 410 MMCM.

21 FAO, 1991. “1989:2010 - Wood & Wood Products”, Rome, 1991, 39 pp.

“ Jaakko Poyry Consulting. “Solid Wood Products Competitiveness Study Report”, prepared for
the American Forest and Paper Association, 1995.

23 Sutton, Dr. W.R.J. (Wink). "The World's Need for Wood", in Proceedings: The Globalization of
Wood: Supply, Processes, Products, and Markets," Forest Products Society Proceedings No. 7319,
November 1-3, 1993, Portland, Oregon

21 Apsey and Reed, 1994, ref. cited.



In an earlier study, Neilson and REI (1993) analyzed the Pacific Rim wood supply and demand
outlook, including all ofNorth America in the "Pacific Rim".23 They forecasted a 20% increase
in demand for timber in their study region between 1991 and 2001. However, they estimated a
total wood supply for this region of only 1.17 BCM in the year 2001, compared to a demand
ofalmost 1.5 BCM. This deficit of 327 MCM, pointed out the authors, was equal to 78% of
the total current U.S. industrial wood harvest. According to the authors, there is simply no
available resource which can offset this magnitude of decline.

Not all timber supply forecasts are quite so pessimistic as those just cited. Nilsson (1995)%
summarized 19 international studies of Wood supply forecasted to 2010 for regions which
comprised approximately 70% of the world's timber supply. The average pessimistic outlook
forecast a net reduction in supply of 144 MMCM by 2010, while the average optimistic out-
look forecast an increase in supply of 310 MMCM. However, even the optimistic supply
forecast would be inadequate to keep pace with increases in wood demand, which were fore-
cast to increase by an average of 375 MMCM by 2010.

Virtually all recent studies of global wood supply and demand agree that demand for wood
products is expected to increase faster than supply. Other recent studies which document the

very positive outlook for demand include:

- An analysis of Pacific Rim roundwood supply and demand (international trade in logs) has
recendy been completed by the international forest consulting firm Jaakko Poyry. McKenzie
(1996)27 summarized their findings with the following figures:

Pacific Rim Roundwood Balance

Year Import Export Balance
Demand Supply
\dureinmillionadkicneers

1990 53.0 48.5 - 45

1996 70.5 34.0 -36.5

2002 98.0 34.0 -64.0

25 D.A. Neilson & .Associates and REI, 1993, ref. cited.

26 Nilsson 1995, as quoted in Wood Markets Quarterly, Third Quarter, 1996, International Wood
M arkets Research Inc., Vancouver, B.C., Canada.

7 McKenzie, Colin. "Trends in the Global Supply and Demand ofWood", in Proceedings: Marketing of

Forest Products: competing in the global markets, May 7 & 8, 1996, Santiago, Chile. Jay Gruenfeld

Associates and Fundacion Chile.
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— Pelkonen analyzed trends in the global lumber trade, and forecasted a substantial increase
in demand.Z8 He believes that global lumber consumption will increase from 300 million cubic
meters in 1993 to 369 MMCM in 2005. More relevant to Alaska is his forecast of increased
lumber imports in the Far East (Japan, China, Korea, etc.), which are expected to grow from
8.7 MMCM in 1993 to more than 14 MMCM in 2005. North America, which exported 14.7
MMCM in 1993, is expected to be a net importer, of some 2 MMCM of softwood lumber, by
2005. This represents a dramatic shift from past trade patterns, and points out the potential
difficulty in forecasting future wood demands based on past trends.

It is interesting to note that the average value of Alaska’s lumber exports in FY1995 was $702
per MBF, which surpassed the previous year’s record high. At the same time; the volume of
lumber exports from Alaska fell by 40% compared with the previous year.

— While it is always difficult to forecast pulp and paper markets, there are a number of experts
who believe that the near term outlook for pulp is relatively bullish, despite the downturn in
prices in early 1996. For example, Roger Wright (1995)2 pointed out that in this cycle, there
are a number of factors limiting new investments in capacity (typically, new capacity oversup-
plies the market, leading to lower prices):

* Limited fiber supply in many regions
» Environmental impact statements or assessments, which are now lengthy and
expensive.
 High real interest costs.
 High capital costs compared with current stock prices.
 Senior executive remuneration systems that are based on value creation (and short-
term performance).

— A number of studies have been done on the increasing demand for paper during the coming
5to 15 years. Haggblom (1995)j0 forecasted that world paper consumption will increase from
253 million tons in 1993 to 402 million tons in 2010, an average annual inaease of 2.8%.
Other studies indicate a demand for pulpwood increasing from 2.2-2.5% per annum, because
of increasing demand for pulp and paper products.

In the past 2 years, global pulp prices have been on a wild roller-coaster ride, moving from very
low levels in mid-1994 to record highs in the first half of 1995, only to fall back again in late
1995 and early 1996. While the pulp markets currently appear to be strengthening again, these

28 Pelkonen, 1996. Ref. cited.
23W right Roger. "The Outlook for Pulp & Paperin Global Markets", in Proceedings, Alberta's Forest

Industry: Competing in a Global Economy, Sept. 21, 1995.
30 Haggblom, Rainer. “The Future of Paper”, in Proceedings. Pacific Paper '95, October 15-18,
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wild fluctuations point out the need for Alaskan pulp producers (now only Ketchikan Pulp
Company) to maintain an adequate supply of uncut timber under contract, so that they can
respond quickly to market changes. In order to survive the low periods of the price cycle,
KPC must have the ability to make greater than average profits during the market peaks.

Outlook for Alaska’s forest products markets

Japan is by far the largest market for wood products from Alaska. The 1995 ANILCA Sec.
706(a) Reportjl pointed out that in FY1995, “Japan received 96 percent of the total value of
Alaska’s lumber exports.” In addition, “Japan also received most of Alaska’s log exports,
accounting for 74 percent of the total dollar value in FY 1995.” While Japan has experienced a
prolonged economic recession in recent years, the long term outlook for forest products ex-
ports to this market is quite positive.

Japan has long depended on wood imports, but lately that dependence has increased. For
example, Japan’s imports of lumber increased from 5.2 MMCM in 1985 to 11.8 MMCM in
1995, an increase of 128%. Over that same time period, Japan’s reliance on imported wood
has grown from 64% of total consumption to 78% of consumption. Widman points out that
there is little reason to anticipate increased domestic production of timber in Japan, despite the
fact that 67% ofthe land base is forest. Since 1990, timber harvests in Japan have fallen 18%,
from 29.3 MMCM to just over 24 MMCM in 1995.2 A study by the University of Washing-
ton’s CINTRAFOR Group reinforces this oudook. They pointed out that because of rapidly
rising wages in the forestry sector, and the aging work force, “It is unlikely that Japan can
economically secure the labor force it needs to maintain current production levels, much less
increase harvests significantly in the future.”3% Perhaps more importantly, they also stressed
that “Timber production, however, is viewed as less and less important by the Japanese people
relative to competing resource values such as relation, environmental conservation, and

watershed management.”

It is significant to note that housing starts in Japan have remained relatively high over the last 4-
5 years, despite a severe recession in the Japanese economy. Housing starts in calendar year
1995 in Japan totaled 1.47 million units, down only 4.4% from the average of the past decade
(2.54 million). However, wooden housing starts in 1995 represented 45.3% of the total,
slightly higher than the average 0f45% during the past decade. Because the average house in

1995, Vancouver, B.C.
3LUSDA Forest Service, Alaska Region. ‘Timber Supply and Demand 1995", . ANILCA 706(a)

Reportto Congress Number 15. January, 1996.
32Widman's World Wood Review. “Japan: Imported Wood to Increase!”, June, 1996, p. 6
33 Robertson, Guy and Tom W aggener. “Japan’s Forest Production for Increasing Self-

sufficiency: A ReassessmentofNear-term Capacity and Economic Potential. CINTRAFOR News,

Vol. 9, Number 1, March, 1994.



Japan has been increasing in size, total area of wooden housing construction in 1995 was 73.8
million square meters, or about 4% above the decade average.3

While most Japanese houses still use the post and beam construction method, the production of
homes using the 2x4 platform method has been increasing rapidly. Powles (1995)3% pointed
out that with the rapid growth in 2x4 platform housing in Japan, that market will soon be larger
(in terms of annual housing starts) than Canada! Most industry analysts assume that increased
use of the 2x4 construction method in Japan will lead to greater demand for North American

produced forest products.

Most forecasts of Japanese wood demand estimate even greater dependence on imported
forest products, and greater reliance on imports of processed products, rather than raw logs.
For example, Haver (1996)]6, forecasted that Japanese domestic timber production will decline
from an estimated 24 MMCM in 1995 to 22.0 MMCM in 2000. Imported logs are expected
to decline slightly from the 20.9 MMCM imported in 1995 (down sharply from 29.1 MMCM
in 1990) to 20.5 MMCM in 2000. The decline in log imports and domestic log production in
the next five years will be made up through greater imports of softwood lumber. Haver fore-
casts that lumber imports will increase from 10.8 MMCM in 1995 to 12 MMCM in 2000, an
11% increase. [Note: Haver's forecast on lumber imports is conservative compared with
Brooks and Haynes (1994)j7, who forecasted that softwood lumber imports would increase
23.7% between 1995 and 2000.]

At the same time that Japan is expected to become increasingly dependent on imported lumber,
the supply of lumber produced in the Pacific Northwest and Canada is decreasing. This de-
crease in lumber supply, is based on a decreasing trend in timber supply. Haver forecast that by
2000 timber harvest would drop to 8.4 BBF in Oregon and Washington (from 10 BBF in
1990) and to 13.4 BBF in British Columbia (from 16.5 BBF in 1990).

While Japan has been the dominant market for softwood lumber exports from Alaska, there are
indications that demand for solidwood products in other rapidly expanding Asian markets may
also increase in the future. Currently, Korea and Taiwan receive only 2% of the volume of
Alaska’s lumber exports, although these markets account for 4% of the value, because the
average price per MBF is much higher, especially for Korea. Note: a good portion of this
lumber is higher value spruce, used for making musical instruments. There are good indica-

34 Japan Wood-Products Information and Research Center (JAW IC). ¢Wood Supply and Demand

Inform ation Service, March, 1996.
3% Powles, John. "The Oudook and Future Trends for Global/Ofishorc Lumber Markets", in

Proceedings, Alberta's Forest Industry: Competing in a Global Economy, Sept. 21, 1995.

36 Haver, 1996, ref. cited.
37 Brooks and Haynec, 1994 ref. cfied, Table 4, p. 19.
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tions that demand in Korea may be expanding in the future. For example, Powles3 stated that
"Korea has a tradition of living in wooden housing, largely quashed in the post-war period, and
today 90% of the houses are made from cement. But there is still a desire on the part of Kore-
ans to have a wooden house.” Jaakko Poyiy also expect expansion in wood product imports in
Korea: for example, they forecasted that softwood lumber imports will increase from 120,000
cubic meters in 1993 to 540,000 cubic meters in 2004.3

China is also viewed as a market with great potential for forest products imports, fueled pri-
marily by China’s rapid economic growth and inadequate domestic wood supply. China used
to be a major importer of unprocessed logs.' For example, as recently as 1988 China imported
a total of approximately 9.5 million cubic meters of logs, including 5.0 MMCM (over one
billion board feet) from the USA Because of limited wood supply, they are expected to be a
major importer again in the future, both of logs and other products. For example, Jaakko
Poyry forecasted that China’s imports of softwood lumber will triple, from 0.5 million cubic
meters in 1993 to 1.5 million meters in 2004.

To summarize on Asia, most experts agree that there will be an increasing demand for lumber
imports in the Asian markets, and there will be decreasing supply available from western North
America. Thus, the demand for softwood lumber from .Alaska should certainly be much
greater in the future than it has been in the past, provided a stable source of economic raw
material supply for the industry can be assured.

3B Powles, 1995 (ref. cited)
39 Jaakko Poyry Consulting, 1995, ref. cited.
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Timber Supply in Southeast Alaska

In analyzing market demand, much of the previou >work by the Forest Service has focused on
the existing capacity for processing logs in Southeast Alaska, and in estimating the amount of
timber which must be supplied to keep those mills operating at current levels. As we have
demonstrated in previous sections, the limiting factor on demand for wood products from
Alaska in the future is not a lack of demand in Alaska’s primary markets. As pointed out by
The Irland Group and many others cited previously, the level of global demand for wood
products, and in particular the Pacific Rim. demand, is much greater than the likely available
supply. The major impediment to greater production of wood products in Southeast Alaska is
the availability and cost of timber to supply mills in that region, as well as operating costs. This
applies both to existing mills and other mills which might be built/re-opened if a reliable supply

oftimber was available.
Dependence on Tongass National Forest Timber

The sawmills and existing pulp mill in Southeast Alaska depend almost entirely on timber from
the Tongass National Forest, Timber from the Tongass accounted for only 42.7% of die total
harvest in Southeast Alaska in FY1995, but was the source for almost all logs processed do-
mestically. Only about 3% ofthe forest land in Southeast Alaska is privately owned, but these
lands liave supplied about 50% of the timber supply in this region in recent years.

Private timberlands in Alaska, with very few exceptions, are owned by Alaska Native Corpora-
tions. Of the timber harvested from lands owned by these Corporations, virtually all sawlogs
and most of the pulp logs are exported. Exports of unprocessed logs from the Tongass are not
permitted (except for cedar), but there are no restrictions on exports of logs from private or
state lands in .Alaska. This “split” market permits exporters to offer much higher prices than
the .Alaskan mills, and the situation is not likely to change in the future. Besides the fact that
most logs from private lands are exported, the harvest on these lands in Southeast Alaska has
been decreasing in recent years, from a high of 522 MMBF in FY1989 to only 254 MMBF in
FY1995. The third source of timber, State of Alaska timber sales in Southeast Alaska, has
produced only small volumes in recent years, with harvests averaging about 9 MMBF over the
last 5 years. In FY1995, only 5.8 MMBF of timber was harvested from these lands.

We believe that Morse (1995a)40 is correct in pointing out that “...other timber supplies are
expected to be available only intermittently and in small quantities.” If there is to be a viable
forest products industry in Southeast Alaska, it will have to be based on a reliable supply of
economically priced timber from the Tongass National Forest.

40 Morse, Kathleen. 1995a. ‘Tongass National ForestTimber Sale Program Market Assessment”,

USDA Forest Service, Region 10, Alaska, Ecosystem Planning and Budget. December, 1995.
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Volume Under Contract

One of the primary reasons for the decline in lumber production in Southeast Alaska has been
the failure of the Forest Service to sell sufficient timber to allow manufacturers to maintain an
adequate volume of timber under contract. The Forest Service claims that it has attempted to
provide a supply of purchased but unharvested timber (volume under contract) equal to about
3 years of timber consumption. For example see Morse4l and the 1995 ANILCA Report.&2
Arrasmith (1995)43 points out that Section BO.62, of the Ketchikan Pulp Company (KPC)
Long-Term Timber Sale Contract requires that “Forest Service shall seek to specify sufficient
offerings to maintain a current timber supply in all offering areas that totals at least three years

of operations.”

The Forest Service cites several reasons for seeking to provide industry with the opportunity of
maintaining a supply of timber under contract equal to about three years consumption, includ-

ing:

m  First, this allows the industry ample time to plan an orderly and systematic harvest
schedule that meets all timing restrictions and permit requirements.

m  Second, it allows the industry to better manage its financial resources and to secure
financing on the basis of longer term timber supply.

m Third, it allows time for the necessary infrastructure (roads, log transfer facilities,
and logging camps) to be put in place prior to timber harvest.

m  Finally, an ample timber supply gives the industry more opportunity to sustain itself
through market cycles.4

Maintaining a three-year supply of timber under contract is especially important in Alaska,
which has a lengthy perm'..ting process for timber harvesting and infrastructure development.

And of course, adverse winter weather can add extensive delays to logging projects. We
concur with the Forest Service’s opinion that a 3-year supply of timber is necessary to maintain
a healthy industry in Southeast Alaska, and point to Oregon and Washington as a region where
failure to supply sufficient quantities of timber has resulted in the closure of a great number of

sawmills and plywood mills.

41 Morse, 1995a, ref. cited, p. 9.

42 USDA Forest Service, 1996, ref. cited, p. 3.
43 Arrasmith, Dave. “ O ffering Volume to KPC from the former APC Contract Area in Relation to

KPC Long Term Contract Timber Volume Needs”, USDA Forest Service, Region 10, Alaska,
Ketchikan Area, Tongass National Forest, July, 1995

44 Morse, 1995, ref. Cited, p. 9-10.



An analysis of timber supply in Washington and Oregon indicates the delicate balance between
federal timber volume under contract and mill closures. Table I and Figure 1 show that the
volume of uncut timber remaining under contract from federal lands in Oregon and Washington
has fallen from 12.8 billion board feet in 1986 to only 1.4 billion board feet in 1995. Dividing
the volume remaining by the total harvested from federal lands during that year gives an ap-
proximation of the number of years of volume remaining. Despite the huge decrease in vol-
ume remaining under contract, the number of years of harvest remaining has remained rela-
tively steady, averaging just under 1.9 years of harvest over the last decade. Of course, years
of harvest remaining has remained steady because of the continuing closure of sawmills and
plywood mills in the region. The industry in this region has adjusted capacity, keepin* a rela-
tively constant supply of federal timber under contract while increasing its dependence on
private and state timber supplies.

In Southeast Alaska, as previously stated, alternative sources of timber are simply not available.
Ifthe industry is unable to maintain the necessary volume of timber under contract (in Alaska’s
case, both industry and the Forest Service agree that maintainin' ? years of timber consump-
tion under contract is necessary), then some adjustment in consumption, through mill closures,
should be expected. This is exactly what has happened in Southeast Alaska, and what will
continue to happen unless more timber is made available in a timelv manner.

Ketchikan Pulp Company’s maximum harvest rate is 1925 MMBF per year (under section
B0.52 of the Long-Term contract), although the actual average harvest rate for the period
March 1, 1989 through February 28, 1994 was 185.4 MMBF. Arrasmith estimates that a three
year supply of timber for KPC’s operations should be between 556.2 to 577.5 MMBF. As of
June 1, 1995, KPC had only 193 MMBF under contract, or about 33% of the needed supply.

As of November, 1995, KPC had only 187 MMBF under contract, and 40.9 MMBF of that
total was enjoined in the AWRTA v. Morrison lawsuit. Thus, KPC had only about one-fourth
to one-third of the volume under contract, and available, that the Forest Service considers

necessary,

The independent mills in Alaska have been in a similar situation. Morse (1995b)43 calculated
the volume needed to supply the independent mills at capacity, and their FY1995 log con-
sumption. Including the Wrangell mill, the independent mills needed 256 MMBF of sawlogs to
operate at capacity, and consumed approximately 144 MMBF in FY1995 (includes the esti-
mated processing rate if Wrangell was re-opened). Morse estimated that the Wrangell mill
could process roughly 50% of the average timber sale (the remaining being pulp logs), while
the other independent mills could process 75%. According to Morse, this means that the total

45 Morse, Kathleen. 1995b. “Tongass National Forest - Independent Sale Program M arket As-

sessment”, USDA Forest Service, Region 10, Alaska, Ecosystem Planning and Budget, June,
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Table 1. Volume Under Contract and Mill Closi res, Washington and Oreqon
|

Year Volume Remaining Total Harvest Years of Mill
For. Serv. BLM Volume Washington Oreqon Total Harvest Closures
Remaining Remaining (number)

MMBF MMBF MMBF MMBF MMBF MMBF

1128 4371 5499
1986 10749 2104 12853 '1232 4892 6124 2.10 3
1987 9967 2129 12096 1423 4566 5989 2.02 13
1988 9960 1700 11660 1486 4926 6412 1.82 19
1989 7073 1189 8262 1141 4333 5474 1.51 20
1990 5455 1013 6468 817 2718 3535 1.83 38
1991 53451 925 6270 704 2554 3258 1.92 39
1992 38171 616 4433 461 1886 2347 1.89 29
1993 28241 175 2999 322 1463 17851 1.68 19
1994 19471 1251 2072 200 688 8881 2.33 14
19951 13071 1161 1423 150 654 8041 1.77 7

............ 1 1 1 | ' | 1.887261321

Source: Harvest and Volume Remaining from D. Warren, Production, Rrices, etc., January, 1996
Mill Closures from Paul F. Ehinger &Associates, 1996
1 1 1 1
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timber sales volume needed for one-year’s operation ofthese mills was 414 MMBF at capacity,
or 238 MMBF at FY1995 operating levels. A three year supply of timber under contract
would then be equal to 1240 MMBF at capacity, or 714 MMBF at FY1995 operating rates.

At the time Morse’s paper was written (as of May, 1995), the independent mills had only 127,3
MMBF under contract, or between 10% to 18% of what the Forest Service believed to be an

adequate, 3-year supply.

Incredibly, the actual situation facing these independent mills was even worse, as 53.9 MMBF
of the 127.3 MMBF under contract was enjoined pending appeal in the AWRTA v. Morrison
lawsuit. This means that only 6 to 10% of the necessary volume under contract was actually
under contract and available to the independent mills at that time. It is no wonder that a poten-
tial buyer for the Wrangell mill broke off negotiations! What rational business person would
conceive of purchasing a mill with such an unstable timber supply?

Note: A later paper by Morse4 provided a lower estimate of timber sales volume needed
to meet the 3-year supply goal. In that report, Morse estimated that a 3-year supply for all
mills, including KPC mills, would range from 1.69 billion board feet (at capacity) to 912
MMBF (at average consumption rates for the past decade). We believe that this approach
of going back a full decade presents too low of an estimate of volume needed to meet
actual consumption. Morse’s argument is that by going back a full decade, one accounts
for business cycles in both the lumber and pulp markets. We would suggest that a histori-
cal perspective such as this should go back even further. For example, the total timber
harvest from the Tongass National Forest averaged 495 MMBF during the 1970s, and for
the period 1970-1994 averaged 408 MMBF (Fig. 2).4

We would argue that the much lower volume of harvest from the Tongass during the early
1990s, (311 MMBF per year average for the period FY1991-1995), does not indicate that
demand for Tongass timber is much lower than in the 1970s. Certainly, total consumption of
wood products in the world is at least as high as during the 1970s, and alternative sources of
timber supply are much less available. Rather, the lower harvest levels reflect primarily the
decline in average timber sale volumes and subsequent loss of manufacturing capacity in

Southeast Alaska.

What is the likelihood that this situation will improve, and that Alaskan mills will be able to
maintain a 3-year supply of timber under contract in the future? Judging by the alternatives
described in the Revised Supplement, the outlook is extremely bleak. Table 2 attempts to
estimate, in a rough fashion, the expected volume of timber remaining under contract at the end

46Morse, 1995a, ref. cited.
47 From Brooks, David J. and Richard W . Haynes. 1990. 'Tim ber Products Outputand Timber

Harvests in .Alaska: Projections for 1989-2010", PNW Res. Sta, Gen. Tech. Report PNW -GTR -

261, Dec., 1990.



Table 2. Volume Under Contract Tongass National Forest

FY95 FY96 FY97 FYS8 FY99
KPC Volumes in MMBF Scribner
Volume released (1) 159 205 170 143 279
Volume consumed (2) 172 172 222 222 222
Volume remaining (3) 221 253 201 122 179
independent Sales
Volume sold (1) 102 118 128 103 99
Volume consumed (2) 78 78 114 114 114
Volume remaining (3) 100 140 154 143 128
Total
Volume released /sold (11 261 323 2981 246 378
Volume consumed (2) 250 250 3361 3361 336!
Volume remaining (3) I 3211 3941 3561 2661 3081

i | |
(1) FY95 from Timber Supply and Demand 1995 (ANILCA Report) I
FV96 from Morse 1995a (as planned)
FY97-99: Alternatives 2. 7 and 9 Timber Sale Action Plan, Revised Supplement p. 3-174
(2) Average volume of logs consumed 1985-94, including Wrangell. From Morse. 1995a
Note: Independent Sales program actual for FY95. est. FY96, includes Wrangell for FY97-

(3) Volume remaining under contract, including volume enjoined I |

Fig. 2
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Source: USDA Forest Service (Warren; Brooks and Haynes)
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0ofFY1999, assuming the most optimistic scenario. This table assumes:

B Volumes sold or released in FY1996 and 1997 will be as described by Morse
(19953).

B Volumes sold or released in FY98 and FY99 Will be as described in the Timber
Sale Action Plan for Alternatives 2, 7, and 9 in the Revised Supplement

B Volumes consumed in FY96 will be the same as FY95 actual, and volume in
FY97-99 will be the same as the decade average (1985-94) as described in Table 2
ofMorse (1995a)

These assumptions are somewhat optimistic for several reasons:

B Dave Arrasmith4 Planning Staff Officer for the Tongass, pointed out that the
maximum volume which could be provided to KPC inFY96 was 174 MMBF, and
in FY97 about 156 MMBF, which is a total 0f45 MMBF less than assumed in Ta-
ble 2 above.

B Recent estimates of the Independent Sales volume indicate FY96 will be substan-
tially less than the 118 MMBF assumed here.

B The assumed timber sales volume for FY98-99 was based on the Timber Action
Plan for Alternatives 2,7, and 9. These Alternatives have the highest Allowable
Sales Quantity (ASQ) level of the alternatives considered, and the Forest Service
has already stated a Preferred Alternative which has a substantially lower timber

sales program.

Why has the Forest Service failed to provide the volume oftimber which they have stated
is necessary for the industry in Southeast Alaska to survive? One problem is “falldown”,
or the difference between what the Forest Service plans to harvest, and the much lower
volume that actually makes it through the timber sale pipeline, survives appeals, and is
eventually harvested. The second problem is the fact that the Allowable Sales Quantity,
the maximum timber volume that the Tongass is permitted to sell, is declining.

Falldown

One problem which has plagued the forest products industry in Alaska over the last 5-10
years is “falldown”. The Forest Service defines falldown as “the difference, usually a
reduction, between the number of acres planned for timber harvest and those actually
harvested."4 So-called “hard” falldown occurs when previously unmapped areas which

48 Arrasmith, 1995. Ref. cited.
49 USDA Forest Service. ‘Tongass Land Management Plan Revision: Revised Supplement to the

Draft Environmental Impact Statement”, Forest Service Alaska Region R10-MB-314a, March

1996, p 2-11.
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are unsuitable for timber production are identified during the planning process. “Soft”
falldown occurs when reductions are made due to project planning, design, or layout. The
primary cause of “soft” falldown, according to the Forest Service, is “an incomplete re-
view of site conditions prior to designing or implementing a project.” Falldown typically
ranges from about 5 to 20%, according to the Forest Service. The Irland Group estimated

the falldown loss at closer to 25%.

Allowable Sales Quantity

Allowable Sales Quantity is “the maximum amount of timber that may be sold from the
area of suitable land covered by the Forest Plan within a given decade”, typically ex-
pressed in average annual terms. The Forest Service has stated repeatedly that the ASQ is
a ceiling, not a required or targeted volume. This is exactly the problem with the ASQ.
The industry in Southeast Alaska cannot depend on the Forest Service for a known vol-
ume of timber, because the industry never knows how far below the ASQ the actual sales

volume will fall.

The ASQ of the Current Plan is 450 MMBF (sawlog). During the period 1980 - 1995,
only about 68% ofthe ASQ was sold/released, on average. According to the Forest
Service, many factors can result in actual sales offerings falling below the ASQ, including
“lack of funding, new resource issues that need to be addressed, changes in timber mar-
kets, sales held up by appeals or lawsuits, or any of the falldown factors previously dis-

cussed.”®

For example, according to the Forest Service, since 1991, “over 11 billion board feet has
been appealed or litigated.” Considering that the total volume sold or released since 1991
was 1.7 billion feet, this means that 65 % of the timber supply has been appealed or liti-
gated. Ifthe Forest Service is serious in wishing to maintain a 3-years supply of timber
under contract, it has to take into account the extensive appeals of timber sales which have
become a regular occurrence. This has not been done in the current Tongass Land Man-

agement Plan Revision.

In the ten alternatives being considered in the Revised Supplement to the DEIS, (9 alter-
natives plus a “preferred” alternative), ASQ ranges from zero to a high of 689 MMBF per
year. [Note: maximum potential supply, given the available area for timber management,
is 704 MMBF. Total potential biological yield on the Forest is approximately 1.56 billion
board feet.]5L The Tongass National Forest has approximately 10 million acres of forest

50USDA March, 1996, p. 2-11.
51 USDA Forest Service, Alaska Region. March, 1996. Tongass Land Management Plan Revision,

Revised Supplement to the Draft Environmental Impact Statement, Proposed Revised Forest Plan,

p. 1-8.



lands, yet only 3 of the alternatives considered by the Forest Service have any lands in the
High Timber Yield category. Approximately 24% of the forest lands on the Tongass are
considered unproductive, that is, not capable of growing commercial timber. Alternative
7, which has the highest ASQ of any considered, considers 1.9 million acres, or about 19%
of the forested land on the Tongass, to be available in the*High Timber Yield Category”.

In the Preferred Alternative, the total ASQ is 357 MMBF. Note that this volume includes
sawlog plus utility, not just sawlog volume. The Forest Service states that “sawlog plus
utility volumes are roughly 15-17 percent higher than sawlog by itself.”2 Some industry
representatives claim this percentage is too low, but for discussion purposes we will as-
sume here that it is correct. This means that the previous ASQ of450 MMBF (sawlog)
would have been equal to 518-526 MMBF if expressed as sawlog plus utility. Thus the
ASQ in the Preferred Alternative is roughly 31-32% lower than in the past.

The comparison between past ASQ levels and likely future levels as detailed in the Re-
vised Supplement needs to be clarified further. In the Revised Supplement, ASQ is ex-
pressed in 2 pans, called “non-interchangeable components, or NIC’s”:

“The NIC I portion ofthe ASQ represents the amount that is projected to be eco-
nomical to log, given ground conditions, market conditions, and available logging
technology. The NIC B portion is that amount projected to be economically or

technologically marginal to log.”

In the Preferred Alternative, about 60 MMBF ofthe total 357 MMBF ASQ is classified as
NIC Il, and therefore is unlikely to be offered except under unusual conditions. Thus the
total volume becomes 297 MMBF, sawlog plus utility, or a reduction of about 42-44%

from the previous ASQ.

In the Tongass Forest Plan Review, the Forest Service discusses its rationale for choosing
the Preferred Alternative.5§ They state that “...changes are warranted to improve the
current plan’s protection of wildlife viability, fish habitat, and karst and cave resources....
(which) led them away from Alternatives 2, 7, and 9.” These Alternatives (2, 7, and 9)
had the highest ASQ levels. Presumably, the Forest Service planners decided that if tim-
ber harvesting proceeded at the level of the estimated ASQ in these alternatives, there
would be insufficient protection for the other resources. Even ifthis is correct, there is an
apparent failure to account for the fact that actual harvests over the last 15 years have
been only about two-thirds of stated ASQ. It is unclear whether the concern over protec-
tion of other resources is based on impacts of actual harvest levels equal to the ASQs
described, or to the likely much lower harvest levels (relative to ASQ) which historically

52TLMP, Revised Supplement, p. 2-12

53USDA Forest Service. Tongass Forest Plan Review, Issue 12, April, 1996, p. 11.
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have occurred. This again points out the problem with using an ASQ, or maximum sales
quantity allowed, rather than a minimum volume expected.

Another issue which needs clarification in the Revised Supplement is the quantity of cedar
included in the ASQ. According to the Forest Service, the NIC | Component of the An-
nual ASQ will contain only about 6% cedar (red or yellow) in the first decade (see Table
3-60 in the Revised Supplement). Some alternatives indicate a slightly lower percentage
of cedar, but the overall component of cedar on the Tongass is about 12%, and timber
harvests in recent years have been averaging even higher. It is unclear whether the volume
of cedar indicated in the Revised Supplement (about 6% of the total harvest) is only that
portion deemed “economic”, or whether there is an error in Forest Service estimates.

Eecause cedar is not sawn by the major mills, and is not usable in the pulp mills, these
Forest Service logs may be exported. However, while this may allow operators to make a
profit, it does not help the domestic mills remain productive. If the ASQ does not take
this into account, it makes it even more difficult for timber processors in Alaska to wood

their mills.
Continuing Slide in Timber Sales Program?

Forest products producers in the lower 48 are continually upgrading their mills, making
the investments necessary to remain competitive. It is difficult for mill owners in South-
east Alaska to justify making investments, when there remains such great uncertainty over
the future timber supply for those mills. If anything, Forest Service efforts to resolve
problems with the Tongass Land Management Plan, and to ensure a steady supply of
timber for Southeast Alaskan producers, have been counter-productive. It appears that
the longer the planning process continues, the less timber will be made available.

There are roughly 10 million acres of forest land on the Tongass National Forest, and an
additional 6.9 million acres of non-forest land. Prior to the passage of the Tongass Tim-
ber Reform Act in 1990, there were approximately 4.1 million acres classified as commer-
cial forest land on the Tongass, available for producing timber on a sustainable basis.

Initial withdrawals for Wilderness, stream buffers, etc., reduced this to 3.42 million acres.

The 1991 SDEIS reduced this to 2.54 million acres classified as “tentatively suitable”, and
the Revised Supplement reduced this category further to 2.32 million acres. The Alterna-
tives being considered have total suitable forest land areas which are even smaller, ranging
from 73,000 acres to 2.08 million acres. Alternative 6, which has an ASQ very close to
the Preferred Alternative, classifies only 1.44 million acres as suitable forest lands. That is
43% less than the “tentatively suitable” acres selected in the 1991 SDEIS, and is 65% less
area than was available during the 1980s. It represents just 14.4% of the total forest land

area on the National Forest.
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The decrease in National Forest timber supply seems to be on a continuing slide, and
Forest Service reports which estimate demand for timber in Southeast Alaska indicate that
this may continue. In reports published in 1993-94, after the closure of the Alaska Pulp
Mill, Forest Service analysts examined the demand for timber “with” and “without” the
APC mill operating. Perhaps not surprisingly, most of the Alternatives now receiving
serious attention treat the former APC volume as if it did not exist; that is, instead of
utilizing volume previously reserved for APC to meet the demand for lumber and pulp
production, the proposed ASQ in the preferred Alternative is 32% below the former ASQ.
The most recent estimates of demand for Tongass timber (Morse, ref. cited), include
estimates of log consumption needs both with and without the Wrangell sawmill operat-
ing. The Wrangell sawmill is currently not operating, and will not operate unless a buyer
can be found. By publicly discussing timber supply needs as if the Wrangell sawmill did
not exist, the Forest Service is contributing to the viewpoint that sufficient timber will
likely not be made available for that mill in the future. As The Irland Group pointed out
in their report to the Forest Service, “A TNF (Tongass National Forest) ASQ based on an
assumed low level of demand will become a self-fulfilling prophecy.”3

Failure to meet demand
Section 101 ofthe Tongass Timber Reform Act states:

“...the Secretary shall... seek to provide a supply of timber from the Tongass Na-
tional Forest which (1) meets the annual market demand for timber from such for-
est and (2) meets the market demand from such forest for each planning cycle.”

The Revised Supplement mentions that Forest Service planners’ “expectations about
demand” rely on the 1994 forecast by Brooks and Haynes, which we believe to be rela-
tively conservative in its outlook on demand for Alaskan timber. However, according to
the Revised Supplement, only Alternatives 7 and 9 “would have the capability of providing
sufficient raw material that would meet projected demand for lumber and pulp.” Since the
Forest Service is already moving towards a Preferred Alternative that contains an ASQ
well below Alternatives 7 or 9, it is apparent that they have no intention of trying to meet
market demand for Tongass timber.33

Thus, even if the Forest Service actually sold/released all of the volume indicated in the

Preferred Alternative ASQ (for NIC 1), they would still not be supplying sufficient timber
to meet their own relatively conservative estimates of market demand. And a timber

4 The Irland Group. 1992. Ref. cited.

5 The ASQ for NIC | in the Preferred Alternative is 297 MM BF. This is about 37% less than die

ASQ for NIC | in Alternative 9 (474 MMBF), and is about 48% less than Alternative 7 (577

MMBF).
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program which actually achieves the ASQ is far from certain. “Given the uncertainties
inherent in developing ASQs,” says the Forest Service, “shortfalls between the ASQ and
timber sales should be expected.” As a ceiling on timber sales volume, the ASQ does
absolutely nothing to assure the forest products industry or potential investors that a stable
supply of timber will be made available.

Conclusion

In summary, we believe that it is important for the Forest Service to recognize the fol-
lowing in their final revision of the Tongas's Land Management Plan:

1 The forest products processing industry in Southeast Alaska is totally dependent on
the Tongass National Forest for its raw material needs.

2. The forest industry is extremely important to the economy of Southeast Alaska, and
the KPC pulp mill is critically important to the survival of the forest products industry.
This has been recognized since the Tongass Timber Act of 1947, when the House

Committee on Agriculture stated:

“A large-scale development of the timber resources in southeastern Alaska,
involving the establishment of important business enterprises and the em-
ployment of many persons for extensive operations on a year-round basis,
is essential to the maintenance of a prosperous and stable economy in the

Territory.”3%

3. Supplying sufficient timber to meet market demand means much more than just sup-
plying the currently operating mills. As The Irland Group pointed out, because log
consumption has been constrained by supply in Southeast Alaska, “We cannot simply
equate market demand with past or present consumption...If current consumption
were taken as a measure of demand, it would be an underestimate.”37 There is more
than adequate demand in Pacific Rim markets to absorb Alaska’s wood products, pro-
vided sufficient volume of economically accessible timber is made available. Meeting
market demand, as The Irland Group pointed out, includes:

m establishing a level of security about future supply that does not now
exist on the Tongass.
m providing a mix of timber that is responsive to the needs of processing

facilities for timber size, grade, and quality.

56 H.R. Rep. No. 873, 80th Congress, 1st Session (July 10, 1947).
1992. “Adequacy of Supply Study for the Tongass”, Appendix at page 49.
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B making timber available at delivered costs that allow for profitable
processing over the market cycle.

4. After years of arguing over the Allowable Sales Quantity, it has become obvious that
the ASQ has little meaning in establishing security about future timber supplies. Be-
cause the Forest Service has consistently failed to make available a volume of timber
equal to the ASQ, the processing industiy will have no security of supply unless the
ASQ is set high enough in the Revised TLMP to insure that the actual sales volume
will be at a level high enough to supply the mills’ requirements.

5. The Forest Service needs to recognize that the timber sale program must account for
the relatively high percentage of cedar and pulp logs that exist in some units, and to
supply a sufficient total volume to insure an adequate supply of spruce and hemlock

sawlogs.

6. Uncertainties due to legal actions and the ac'ual performance of the Forest Service in
meeting the FY1996 timber sales objectives make it difficult to perform precise calcu-
lations, but we estimate that the Tongass National Forest would have to sell or release
approximately 480 MMBF per year (spruce and hemlock, sawlog plus utility) during
FY1997-FY2000 in order to build a 3-year supply of volume under contract. This as-
sumes operation of the Wrangell mill, and all other existing mills, at average operating
rates for the last decade, but does not include plans for an MDF plant or any other
new facilities or expansions of existing facilities. This also assumes that the TNF fully
achieves the FY1996 timber sales targets, and that all volume currently under contract
is released from litigation. Because of the cedar component (assumed to be only 12%,
based on Forest Service estimates), the TNF would have to sell or release about 540
MMBF per year during FY1997-2000, to achieve a 3-year supply of timber under
contract by the end of that period. Achieving the 3-year supply target sooner would
require a more aggressive sales program.

7. The Forest Service has expressed concerns over protection of other resources if it
adopts an ASQ above the 357 MMBF per year described in the Preferred Alternative.
Note that even this level of ASQ contains about 60 MMBF of timber which is unlikely
to be economic to harvest at current market conditions or those expected in at least
the coming decade. Because mil achievement of any level of ASQ is doubtful, based
on past experience, the only way that the Forest Service can build a 3-year supply of
timber under contract, and thus stabilize the industry in Southeast Alaska, is to adopt

an accelerated ASQ for the first decade.
8. While an accelerated ASQ for the first decade would result in a slightly lower long-

term sustained yield, it is essential for survival of the wood products processing indus-
try in Southeast Alaska. Besides, if the industry does not maintain its competitiveness
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iii the near term, if the KPC pulp mill and sawmills and several independent mills can-
not survive, then the “long-term sustained yield” is meaningless. Sustained yield must
be based on both biologic and economic criteria. Without a stable supply of economi-
cally priced timber which is available to meet the pricing cycles (i.e., a reasonable sup-
ply of timber under contract), the industry in Southeast Alaska will collapse, and the

“sustained yield” will drop to zero.

END OF REPORT
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Introduction

It is a genuine pleasure to have an opportunity to speak to Commonw ealth
North. This is my fourth working trip to Alaska in three years and | hope it will be

followed by other visits in the near future.

Before proceeding with the main text, may | say that my attraction to Alaska
goes hack nearly 30 years when lcame here on an assignment to study the feasibility
of a land bridge railway to the Lower 46. Before that time | had already worked in
Canada's Northwest Territories, and had developed a Strong SenSibi”tytOtheNorthem-
ness of these upper latitudes. This Nordicity, as we call it, has been a shaping force
in Canada's poetry, landscape art, history and its cultural identity more broadly. Itis
easy to be seduced by the North, by its panoramic and monumentalized character of
wealth and beauty, its sense of loneliness and replenishment. Indeed, one can reach

a state of resonance with the landscape of the North, as nowhere else on earth.

At the same time there is a danger that we take it for granted. Having made our

homes here, it seems to me that mankind has a reciprocal or companion role to play

in the ultimate destiny of the North.

To the extent we accept this philosophical imperative, or that we deny it, then

we are faced with two options, or two roads if YOU rike.

Accordingly, my objective in the next few minutes is to paint two pictures which

1
represent choices for those charged with stewardship ofAlaSkasrenewable resources.
And luse the term stewardship in the inclusive sense to embrace all the citizens, not

just senior officials and leaders in the community. We are all accountable.

The first step in my presentation is to describe the existing forest emergency,
namely the insect infestations in Alaska's south central forests. The second is to
identify some means to mitigate these losses and to rehabilitate the damaged areas.
The third step is to speak of the cost of doing nothing, of simply allowing Ihe forest to
die and ignoring the consequences. Finally, | will sketch out the kind of strategic

thinking which can crystallize your goals and define an action plan for the future.



Two Basic Propositions

The departure point for this discussion is based on two propositions. First, a
conviction that Alaska's land and its related values are unique on this globe. The
vastness, diversity and majesty of your landscape is legendary. Together with its fish

and wildlife, you have bounty without parallel on this globe.

Second, there is no such thing as a static equilibrium. Overlaying this bounty,
which we think of primarily in spatial terms as attributes we can see and fee! and

experience today, is a temporal cycle of hirth, growth, aging and decay.

A Forest Emergency

The spruce bark beetle is the current manifestation of decay and death in the
forest. The losses to-date are staggering. Over 1 million acres were infested in 1995
and possibly another million have slipped off the edge. The pace of the insect appears
to be accelerating. As many as 100 million trees have already been killed. The

volume loss is believed to be 10 billion board feet or 50 million m 3.

This emergency condition is unprecedented in the State’'s forests, insofar as

historical records are available.

Extensive losses to timber stands are followed automatically by wildfire,
destruction of wildlife habitat and of associated values. These range from the Native
food chain and life style to the destruction of scenic watersheds, impaired tourism and
recreation activity, and broader negative impacts or. the economic and social fabric of
the State of Alaska. Even the fiscal viability of the public treasury is coming under

increased strain.

Fortunately, there are clear choices which offer the possibility of lessening the

damage and dislocation. But first, the downside risk.



The Global Downside Risk

The decisions lo be taken in this State, even the decision to do nothing, must
necessarily recognize realities and public perceptions elsewhere in the world. The first
reality is that exemplary forest stewardship has recently become the pre-requisite for
respect and goodw ill in the international community. Conversely, any country which
neglects its renewable resource legacy should expect condemnation from its

customers, whether these are buying fish, forest products, or wilderness recreation.

wonder if the people OfAlaSka reahze the enormous pressure now being piled
on resource managers beyond your boundaries. The cries forcorrective action reached

a peak at the environmental summit in Rio a few years back, and have scaled new

ha'ghts of indignation in 1S96.

So itisunthinkable today, whether in Sweden, Oregon, Indonesia, Brazil, British
Columbia, or even in Siberia, to ignore the destruction of forests, wildlife habitat and
related features. | say this gently but firmly. Alaska is now in a dass by itself. A
resource without parallel is suffering a grave emergency, with virtually no public

concern and with minimal government action.

One is remlnded Ofa book by Alston Chase, Playing God in Yellowstone. Let

nature take its course if you will, but eventually disaster will strike. It is absolutely

predictable.

The Global Promise

It is time to consider The Rising Star in Alaska's Future. Let us turn quickiy to
the positive side, to the opportunities for mitigation of forest losses and to rehabilitation
of widespread damage of watersheds and landscapes. Here again there is a global

context for decision making, but this time with generous implications for Alaska.



Timber shortages have emerged around the world in the last decade. Here is
the essential picturein capsule form for the main producing regions, taken from a W orid

Timber Resources Outlook,a200-page analysis which lco-authored a few months ago.

British Columbia log production peaked in 1987 at 90.6 million m3, has since
fallen to 75 million m3and is projected to drop as low as 60 million m3by 2010. The

rest of Canada is a mixed picture, with declines in softwood timber availability roughly

offset by hardwood increases.

The harvest in the US Pacific Northwest peaked at neariy 150 million m3in the
late 1980's, is now well below 1CO0 million m3, and is expected to fall below 60 minion
m3by 2010. The production of softwood logs in the Mountain States wilt drop by half,
the North region will mark time, and the latest word is that the US South could
experience a decline of 50 million m3or 30 per cent by 2010. Increases in hardwood

log production are in doubt and will certainly not do much to offset the softwood losses.

Russian production of roundwood had been in the range of 360-400 million m 3
for several decades, more or less on a plateau. In the early 1990's this dropped by
two-thirds and observers can see only modest recovery in the period to 2020. The
Russian Far East has shared in these declines. Although log exports to Japan have
hegun to inch upward, total production in the RFE continues downward. ThiSmeans

that their wood processing industry is on its knees.

The Old natural tropical forests in Southeast AS|a were heavily overcut and are
now in process of reducing output by 50 per cent. Other tropical virgin forests are also

edging downward in volume produced. The traditional consumers of tropical forest

products are scrambling for other suppliers.

The Nordic countries are fairing better and could actually add 10-20 million m 3
over the next 20 years, as could some other European producers. But these increases

are very modest compared to declines elsewhere.



5

This leaves Fast Growing Plantations to cushion the fall in timber harvest
globally. However, I do not believe that they can even begin to dose the supply gap
w hich is projected. Meanw hile the use of domestic fuelwood in Third World countries

is still climbing as population gains continue. These users are now encroaching more

and more on industrial timber lands and even on plantations.

This pessimistic picture of timber deficits is shown in accompanying charts. The
end result of course will he three major shifts in the marketplace. The world's
populations will learn to economize further in the consumption of solid wood and wood
fibre products. Substitution willoccuron a major scale. Prices of timberfands. logs and

forest products will increase sharply and reach historic record levels.

| believe that this wood price escalation is excellent news for Alaska. Long
considered economically unattractive, the softwood and hardwood forests of south
central AJaska will now be operable. In the first instance, markets will be available for
dead and dying timber, much of which could be salvaged to permit prompt reforestation
and watershed restoration. At the same time, plans can be made todevelop an orderly

harvest of ii.c mature and over mature green timber, which incidentally is most

susceptible to insect attack.

The obvious course of action for Alaskan entrepreneurs is to begin feasibility
studies immediately for a variety of projects. At the top of the list will be engineered
wood products, such as 0SB (oriented strand hoard) and M DF (medium density fibre

board). Consumption of these has been growing at 5-8 per cent annually.

The second product is wood pulp made by either of two processes, bhoth of
which are closed loop systems ‘with no liquid effluent. BCTM P or bleached chemical

thermo mechanical pulp is a refiner groundwood product used primarily in newsprint.

A newer wood pulping system employs alcohol rather than chlorine for cooking
and bleaching. A large pilot plant using the ALCELL method has been built in New
Brunswick by Repap and they have plans to build a world scale ALCELL mill in the

same province.



The ORGANOSOLY process developed by Dr. Laszlo Paszner atthe University
of BC is more attractive in several ways. It has a higher percentage recovery than
bleached kraft pulp, 58 per cent rather than 44 per cent. In addition, ORGANOSOLYV
can use low quality wood of any species and itproduces a variety of by-products such
as ethanol, xytitol sweeteners, lignin, extractives and fertilizers, thus contributing

importantly to mill revenues by achieving high value added levels.

Ideally, the processingwould be done in an integrated complex, making possible
the economical use of all grades of wood as well as fibre which would otherwise create
a waste disposal problem. Production and export of pulpwood chips for Japan could

generate cash flow in the earty stages of a venture such as this.

The benefit-cost analyses should consider the full range of factors, including the
fiscal trap facing the State Treasurer, declines in the tourism and fishing sectors, fire
catastrophes which will endanger human life and personal property, and the threats to

Native people who are terribly exposed by inaction.

Cost of Doing Nothing

The cost of d0|ng nothing will far outweigh the funds eventually expended on
control Of the insect, salvage efforts, and the restoration Of economic and social
damage. The do nothing option will have the following end results.

1. Catastrophic wildfires are the natural sequel to insect depredations.

2. Destruction of private property, parks and recreation areas.

3. Unprecedented damage to forested watersheds, accompanied by the

erosion of land and major reductions in fish and wildlife populations.

4, Foregone options to diversity the income and employment base of the

State.
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5. Loss of potential State revenue from timber sales, hunting, fishing, tourism,
etc., at the very time when the State is pondering a report titled Alaska's

Growing Fiscal Gap.

6. Impairment of the Native lifestyle which depends significantly on healthy,

Stable, renewable resources.

7. Similar impairment of the non-Native use and enjoyment of the recreation

and scenic values, and of nature’s bounty generally.

8. Damage to the international reputation of Alaska as a wise trustee of forest

lands and related endowments which are the envy of every country.

Yes, the stakes are enormous. Your appreciation of them willexpand as non-

sustainable oil revenues experience inevitable decline.

A Strategic Approach

In my report to the State of Alaska in August 1993, I dosed with a plea for
strategic thinking to cope with the crisis which was evident to the International Panel
on Forest Heafth. Here are the items on my action plan today, with oniy minor changes

from the original report.

1. Treat the beetle epidemic as the emergency it is

. in terms of budgets, staffing, infrastructure
2. Prepare an integrated strategic plan

. include timber and non-timber assets

« balance preservation, protection. and Conservation

* recognize biological realities, capabilities and constraints

. develop an ecosystem management approach



. strive for both rehabilitation of degraded values and enhancement of
thrifty resources
. give due regard to succeeding generations

. reflect community values througliout

Establish explicit goals
. forest health
. forest use and enjoyment
+ habitat, recreation and tourism
» production of fish, wildlife, timber

 expanded and enhanced yield, to replace implicit status quo thinking

Strengthen mechanisms for cooperation, coordination
. within Department of Natural Resources
. among all State agencies
¢+ across ownership boundaries

« across State and federal jurisdictions

Build constituency support
» residents and visitors

« non-government agencies

State and federal officials
¢ private sector
+  media

+ educators, students

Examine the revenue potential
. timber sales, licences, leases
¢+ permits, game tags

. cost recovery for services, 'where feasible
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7. Review legislation, regulation
« for relevance In current circumstances
+ toreduce costs of compliance

» for accountability purposes

8. Address Information gaps
. as they have already been identified
Inventory
* growth and yield
prompt regeneration
Impacts on biodiversity, especially spruce genetics
+ de-mystify these concepts
sustained yield of timber
periodic allow able cuts
the benefits of departure from even flow of timber harvest
multiple use
+ the advantages of landscape mosaicfor biodiversity
vegetation age classes

forest types

o. Activate a Citizen's Forest Land Advisory Council
¢« togenerate policy advice
« todevelop an agenda for action

« tomonitor progress under the Strategic Plan

10.  Tablu an Annual Report on the Status of Alaska's Renewable Resources
» addressed to the House and Senate
» distributed simultaneously to the public

Reipv

S8
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Concluding Comments

Perhaps it needs to be said again. The resources associated with Alaska's

forest land are impressive by any measure. They are world class: majestic, vast,

diverse and accessible.

It follows that these values deserve world dass stewardship on behaff of the
State's titizens. This willnot happen in the absence of strategic thinking, a process in
w hich all of you can and should participate. Itopens up the debate about assumptioas,

goals and values.

Strategic planning is not simply a complicated forecast. Quite the contrary. A

strategist looks at the direction in which events are headed and asks a simple question:

Is that where we want to go?

The strategist's role is to influence events, to foster innovation, and to design a

different future which corresponds totheneeds and aspirations of the entirecommunity.

In reality, you can choose your future here in Alaska. One choice is the path of
inaifrerence and drift. The other is the path of true destiny, to be taken by those

gripped with a new vision and a sense of urgency.

So lclose with the admonition. Follow The Rising Star in Alaska's Future. In

the words of Carl Sandburg:

NOTHING HAPPENS, WITHOUT FIRST, A DREAM



Cook Inlet Chapter
SHETY Juneau Chapter

R i - Ketchikan Chapt
AVERGN Alaska Society of American Foresters etchikan hapter
FRSIERS Sitka Chapter

190 Stikine Chapter

Yukon Chapter

To: Meeting Participants

For several years the Alaska Society of American Foresters (SAF) has been
tracking the devastating spruce beetle epidemic that is impacting Alaska's
forests. This forest health problem i3 continuing to accelerate. Ccstly
impacts to all healthy forest resource values are inevitable across federal,
state, local and private forest jurisdictions.

Alaska SAF has been involved in a number of briefings, workshops, and papers
regarding this issue. However, because of the continued acceleration of this
problem and less than matching response to protect forests from infestation
and/or rehabilitation of impacted areas, Alaska SAF is compelled to facilitate
renewed discussion of this subject and to act as a catalyst for consideration
of options to restore health to these forests.

To accomplish this, SAF is arranging for meetings with several entities
including; the Kenai Peninsula borough, Fort Richardson and Elmendorf,
Anchorage Municipality, and the State Legislature, where local government
leaders and the public can learn the extent and impacts of the spreading
infestation. These forums w ill serve to provide updated infestation

inform ation, provide a forum for considering options to reduce impacts or
rehabilitation actions, what programs are available to assist coordinated
actions, and what various organizations are doing or can contribute to evaluate
and deal with this situation.

Alaska SAF is providing F.L.C. Reed; former chief of Federal Canadian Forestry
Service in Ottawa, international Forestry Consultant and Forestry Professor
Emeritus of UBC; and Dr. Patrick Moore; a funding member of Greenpeace,
President of Greenpeace Canada for 0 years, seven year Director of Greenpeace
International, a current Director of the Forest Alliance of British Columbia,
and internationally recognized environmental author to provide assistance with
these discussions. We are fortunate to have these two high credential forestry
experts to assist these discussions and provide perspective on the scope of
this Alaskan forest health issue.

Enclosed is an initial packet of information for these discussions. It is
likely that additional information w ill be made available at the meetings.

We are very pleased at the positive response regarding the need for these
meetings, and look forward to enlightening and productive discussion that will
pave the way to coordinated actions.

Jerry L. Boughton John Sandor Maynard Nuss
Chair, Alaska SAF Project Committee Chair Executive Secretary
John Hall Dan Golden Wayne Nicolls

Consulting Forester Resource Consultant Legislative Liason



“REALIZING THE POTENTIAL OF ALASKAN FOREST RESOURCES”
An Agenda for Action /Executive Summary)

The objective of this report is to make a positive contribution to the health of

Alaska's forests at a time of unprecedented loss due to the spruce bhark beetle.

This report's recommendations deal primarily with forest policy, planning and

program implications of the insect epidemic. Highlights of the report are itemized below .

1. The spruce bark beetle epidemic has created a grave emergency in Alaska's forests.
Mortality is so extensive thatin some cases no new spruce willgenerate unaided for
several decades. In other cases conversion to grass will be more or less
permanent. Loss of forestsdamages othervalues society holds important, including

recreation and wildlife.

2. The State iscommended for mounting the Forest Health Initiative in a timely manner,

but it is just the opening phase in a program of containment and restoration.

3. The cost of doing nothing will far outweigh the funds expended on control,

mitigation, salvage and restoration.

4. It is essential that the public be made aware of the risks of inaction, and the
educational work has already begun under the Forest Health Initiative. Ithas begun
to galvanize action through the appointment of the International Forest Panel and

other means.

5. The recommended action plan contains these items
a. Prepare an integrated strategic plan
b. Treat the beetle epidemic as the emergency it truly is
c. Establish explicit goals for forest health

d. Strengthen mechanisms for coordination



e. Build constituency support, public education is imperative
f. Examine the potential for various forms of revenue

g. Review legislation and regulation

h. Address information gaps

i. Strengthen and activate the Board of Forestry

. Consider an additional Citizen's Forest Advisory Council which embraces more

constituents

Itis recommended that an initial budget for comprehensive implementation of the

above is about $15-20 million annually.

Additional professional staff are required to carry out a full program.

Capital items necessary to provide logistical support might come from the Exxon
Settlement Fund. The precedent has already been set for using large sums, $37
and $41 million, to preserve heavily damaged forests, even without having

management plans in place. The logic of returning to this fund, for restoration of

forest health on much larger areas, is very appealing.

A side benefit of the Forest Health Initiative will be the sale of dead and dying timber

worth as much as $20 million annually.

ltwould be risky, ifnot dangerous, to delay implementation of the foregoing agenda

for forest health.

F.L.C Reed. Professor Emeritus of Forest Resources Management. UBC
12471 Phoenix Drive. Richmond. B. C.
Canada. V7E 6B4
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A POSITION STATEMENT
ON
SOUTH-CENTRAL AND INTERIOR ALASKA’S

DETERIORATING FOREST HEALTH

I. Summary

The largest spruce bark beetle epidemic in North America is resulting in substantial and expanding impacts
to wildlife, fisheries, recreation, and timDer resources, as well as loss of critical old-growth habitat, inthe white
and Lutz spruce forests of Southcentral and Interior Alaska Continued extensive tree mortality and
associated resource impacts constitutes the greatest ecological crisis facing Alaska forests today.

An aggressive forest restoration and forest health maintenance program involving federal, State, local and
private forest managers is necessary to fuily recognize the severity and extent of impacts to forest resources
and to develop coordinated forest management actions to restore damaged ecosystems and prevent
unnecessary additional ecological impacts.

The Society of American Foresters fully supports coordinated multi-ownership forest health planning at the
landscape scale, research to identify spruce beetle induced impacts to ail forest resources, and development
of a forest industry as the funding mechanism to subsidize implementing planned forest health actions.

Il. Definition of Issue

Forest health in Southcentral and Interior Alaska is rapidly deteriorating. The spruce beetle epidemic is
manifesting unprecedented rapid forest change within the white, Lutz and Sitka spruce forest types. Spruce
beetle induced mortality is in many instances eliminating all live forest cover (main canopy) in major portions
of large drainages. Impacts associated with forest tree canopy losses are occurring to all resources that
require a forested landscape [ie. wildlife, fisheries, watersheds, scenic vistas, etc.]. Many of these infested
forest stands do not meet current definitions of 'ecologically functional* old-growth and lack of regeneration
following infestation has potential to convert these stands to otherthan conifer forest cover for an extended
period of time. Loss of old-growth habitat from spruce beetle infestation inthe white, Lutz and Sitka spruce
forests of Alaska (Southeast included) is occurring at a rate of 6-8 times the combined rate of all other forest
change agents (fire, timber harvest, urban sprawl, etc.). This long-term beetle induced loss of old-growth



habitat will have a significant impact on maintaining current biological diversity in Southcentral and Interior
Alaska

Lack of fully recognizing ecological impacts co I pled with lack of a viable forest industry to provide cost effect
management options has. resulted in little direct action to address this declining forest health problem to date.
Meanwhile, hundreds of thousands of acres of 4{aska forests are being subject to ever-increasing negative
impacts, losing future resource potential, and rapidly losing economic value that could fund positive
management actions.

Long-term loss of old-growth habitat, substantial forest conversion, and associated resource impacts inthe
naturally fragmented landscape patterns ofSo-ithcantral and Interior Alaska, coupled with little direct action
to contain the epidemic or rehabilitate previously impacted areas, make this situation the most ecologically
critical issue to sustained ecosystems facing Alaska’ forests today.

lll. Background

Southcentral and Interior Alaska have hundreas of thousands of acres of white and Lutz spruce forest types
that are simultaneously entering a mature, decadent condition and consequently becoming highly productive
spruce beotle habitat. This, coupled with recent favorable weather conditions has increased spruce beetle
population growths to epidemic proportions.

Systematic monitoring of insect conditions by the U.S.D.A. Forest Service has documented that the area of
active spruce beetle infestation is growing at an exponential ratB and will likely exceed 1 million acres by the
summer of 1994.

There is currently a lack of research documenting specific resource impacts from this forest health crisis.
Impacts to wildlife and streamside stability ar* observable, but documentation of these through research
studies or published monitoring is limited.

IV. Discussion

Spruce beetle populations have shifted from endemic to epidemic levels. Halting the infestation in the near
term is unlikely. However, concerted efforts by all landowners and resource managers can significantly slow
the buildup, restore already impacted areas, and minimize future resource impacts from this insect.

The only recognized effective treatment to reduce hazard and risk of spruce beetle induced resource damage
at the landscape scale is to maintain a mosaic of species and age types. Maximum resource values can be
maintained using coordinated restoration and Dreverttion silvicultural treatments. While economics should not
be the major driver for addressing Alaska forest health problems, clearly, economics should not be ignored.
The fact that implementation of forest management to address forest health will not only assist to pay for the
needed forest health treatments, but meet other stat3 goals such as rural economic development is
significant Particularly with wood product values anticipated to rise, the potential for significant economic
returns from implementing forest health treatments, and consequent loss of these values through inaction,
should not be ignored.

The Society of American Foresters has recently published a National Task Force report ‘Sustaining
Long-Term Forest Health and Productivity’. This report describes the need to address the sustainability of
healthy forests by considering social or human forces as well as considering scientific and economic forces.
Acoordinated effort applying positive management actions to deal with this Alaskan forest health crisis would
be consistent with the recommendations of this report to sustain long-term forest health and productivity in



our ecosystems. Lack of action allowing continuation of increasing forest health decline would be inconsistent
with sustained ecosystem productivity.

V. Recommendations
The Alaska Society of American Foresters recommends and fully supports:

(@ Coordinated multi-interest forest health planning at the landscape scale.

(b) Research to identify spruce beetle induced impacts to all forest resources.

(c) Development of a forest industry as the funding mechanism to subsidize planned forest health
actions.

The Alaska Society of American Foresters should actively highlight the need for assertive management
actions to address declining forest health in south-central and interior Alaska to local, state, and federal
officials. This implies implementation of ecologically and silviculturally sound management approaches that
will assure maintenance of the health of the forest as well as it’s biodiversity.

The Alaska Society recommends using the 1994 National Convention to highlight the National significance
of this extensive forest health problem and promote understanding and support for assertive ecological
management applications within the American Forestry profession.

This position was approved by the Alaska Society of American Foresters Executive Committee on November
7, 1993 and will expire November 7, 1996.
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1. BACKGROUND

The largest spruce bark beetle epidemic in North. America is resulting in substantial and expanding impacts
to wildlife, fisneries, recreation, and timber resources, as well as loss of critical mature forest ecosystems, in
white, Sitka, and Lutz spruce forests of south-central and interior Alaska. Increased spruce beetle activity is
also ocurring in the coastal Sitka-spruce stands of Prince William Sound and Southeast Alaska, although of
lesser magnitude than infestations further north. This epidemic constitutes one of the most significant forest
health declines currently impacting Alaska forests.

Historical descriptions from miners, fur traders and settlers (Lutz 1960, Johnson 1975) indicate common
and extensive fires in these Alaska forest types in the mid-to late 1800’s. Fire was a major natural change
agent that helped maintain species and age class diversity on the landscape. Stand development following
these early fires, and effective fire suppression since the 1950's, has created hundreds of thousands of acres
of white, Sitka, and Lutz spruce forest types that are simultaneously becoming mature, decadent and highly
susceptible to spruce beetle damage today.

Ina 1987 timber inventory, the Kenai Peninsula was estimated to have 364,000 acres of white/Lutz spruce
type, of which 220,500 acres was considered commercial timberland, - that is producing over 20 cubic feet
of wood per acre per year (Van Hees and Larson, 1991). This inventory estimated that on the Chugach
National Forest portion of the Kenai Peninsula, mortality exceeds annual growth and that 57% of this mortality
is estimated to have been caused by the spruce bark beetle. Van Hees (1992) noted dramatic increases in
spruce bark beetle populations on the Kenai Peninsula since the 1987 inventory.

Systematic monitoring of insect conditions by the U.S.D.A. Forest Service has been in effect since the
1950%. Entomologists monitoring the spruce beetle infestations have bean predicting substantial population
increases for a number of years (Holsten 1990). Rapid beetle population incu .ses to epidemic levels have
occurred inthe last 4 years. Statewide, acreages of active spruce beetle infestation from the U.S.D.A. Forest
Service annual forest insect and disease aerial surveys (USDA Insect Conditions Reports; 1989,1990,1991,
1992) are:

1989 - 177,000 acres
1990 - 232,000 acres
1991 - 375,000 acres
1992 -- 600,000 acres

The current infestation of 600,000 acres is located in three principal geographic locations. These are the
Kenai peninsula, the Copper River basin, and the Yukon River basin. This infestation is the largest area of
active spruce beetle infestation ever mapped in Alaska and constitutes the largest existing spruce bark beetle
Infestation in North America.

This epidemic spans a variety of private as well as state and federal land ownerships. Addressing this
situation will require coordinated land management actions. Significant ownerships of infested forest types
include; the Bureau of Land Management, the U.S. Fish and Wildlife Service, the U.S. National Park Service,
the State of Alaska, the U.S.D.A. Forest Service, several boroughs, and privately owned forest lands. Some
of these ownerships have few or no forest management specialists to address this problem, (ie. The State
Division of Forestry currently has less than 2 full time forestry people dedicated to planning and implementing
forest health treatments on the Kenai Peninsula.)



Efforts to address this problem to date include:

..During 1991 and 1992, the U.S.D.A. Forest Service coordinated a comprehensive forest health
protection and restoration effort for the Cooper Landing area of the Kenai Peninsula. The majority of
that project has been implemented.

..As part of a State Forest Health Initiative, the State Division of Forestry completed a general Forest
Health plan for the Western Kenai Peninsula and Kalgin Island in 1992. Seven project areas were
identified in that plan to receive management actions. The first of the seven areas (Falls Creek) is
planned for project implementation, but the project is receiving criticism from the preservationist
community. Also as part of this initiative, the Division of Forestry has established a citizen working
group to consider management actions in the Copper River basin.

..The U.S.D.A. Forest Sen/ice has begun a planning effort for the Seward Scenic By-Way andHope
portions of the Kenai Peninsula. These actions constitute the extent of coordinatedplanning and
implementation efforts to date in spruce beetle impacted areas.

These actions have thus far resulted in approximately 3,000 of the cunent 600,000 acres (0.5%) receiving
actual ground treatments.

2. DISCUSSION

Maintenance of healthy forest ecosystems has become a national issue in recent years. A national strategic
plan has been developed by the U.S.D.A. Forest Service to address concerns of forest health (USDA, 1993).
The current national forest health monitoring programs by the U.S.D.A. Forest Service and the Environmental
Protection Agency give strong emphasis to maintaining forest health along with forest biodiversity, all within
the context of sound ecosystem management. Many existing silvicultural practices have strong application
within this context.

Public perception regarding the spruce bark beetle problem in Alaska has been documented (Daniels 1991,
Kruse 1991). Study respondents overwhelmingly were in favor of prevention of spruce beetle outbreaks,
mitigation of associated impacts as well as providing management actions that would restore the health of
the impacted forests. Publics surveyed inthis study expressed a willingness to subsidize reforestation actions
if necessary.

The Society of American Foresters has recently published a National Task Force report 'Sustaining
Long-Term Forest Health and Productivity, (Society of American Foresters, 1993). This report describes the
need to address the sustainability of healthy forests by considering social or human forces as well as
considering the scientific and economic forces. This Task Force Report includes 26 recommendations on
ecologically sound approaches to maintaining or improving forest health. These fall in four broad areas of
action:

-Advocate ecosystem management.

-Integrate ecosystem management into educational programs.
-Promote ecosystem management research.

-Coordinate between land owners and the public.

A coordinated effort applying assertive management actions to deal with this Alaskan forest health crisis
would be consistent with the recommendations of this report to sustain long-term forest health and
productivity in our ecosystems. Lack of action allowing continuation of Increasing forest health decline would
be inconsistent with sustained ecosystem productivity and biodiversity.



Not all resource disciplines are actively furthering the ecological significance of these forest alterations.
Changes inforested wildlife habitat and/or old-growth habitat has not been raised as an issue in Southcentral
or Interior Alaska The limited and naturally fragmented landscape patterns of Southcentral and Interior Alaska
make this loss of forest habitat a much more critical issue to sustained ecosystems than loss of habitat in
southeast Alaska where the forested landscape is broader and more continuous. Yet, habitat loss has been
raised as a major issue in Southeast Alaska and virtually not acknowledged in Southcentral or Interior Alaska.

Lack of fully recognizing the ecological impacts coupled with lack of a viable forest industry to provide cost
effective management options has resulted in little direct action to address this declining forest health
problem. Meanwhile, hundreds of thousands of acres of Alaskaforests are being subjected to ever-increasing
negative impacts, losing future resource potential, and rapidly losing economic value that could fund positive
management actions.

Forest economic development is often billed as the rationale for 'logging”. While economics should not
be the major driver for addressing Alaska forest health problems, clearly, economics should not be ignored.
Implementation of forest management to address forest health can not only assist to pay forthe needed forest
health treatments, but contribute to other state goals such as rural economic development and economic
diversification. Particularly with wood product values anticipated to rise, the potential for significant economic
returns from implementing forest health treatments, and consequent loss of these values through inaction,
should not be ignored. The U.S. imports nearly thirty (30%) percent of its wood fiber, much of which comes
from countries with less stringent environmental guidelines than our own (Salwasser, MacCleery, and
Snellgrove). Advocating non-use of the large and growing inventory of beetle killed spruce, while supporting
the harvest of green trees from foreign sources, may be considered environmentally irresponsible.

The previous lack of viable timber markets in Southcentral and Interior Alaska have prevented development
of a forest industry to utilize industrial wood recovered in siivicultural management activities. Without an
industry to provide a reasonably cost effective vehicle to support forest management actions, few silvicultural
management actions have been taken to assist ecosystem manipulations. The recent national rise in
industrial wood product values has set the stage for ecosystem and silvicultural management that could
subsidize assertive forest health enhancements. Markets are rapidly developing for a variety of forest
products from Alaskan forest types including house logs, veneer, dimension lumber, and chips. Al indications
are that market values will increase in the future.

3. STATEMENT OF FINDINGS

Forest health in Southcentral and Interior Alaska is rapidly deteriorating. However, the greatest forest impact
is potential long-term change in forest cover from spruce bark beetle induced tree mortality over extensive
portions of the white, Sitka, and Lutz spruce forest types.

Spruce beetle populations have shifted from endemic to epidemic levels in many areas of Alaska Spruce
beetles have and always will be a feature of these ecosystems, however, the notion that this infestation is or
should be managed as a totally 'natural’ event is erroneous. While several environmental factors such as
annual weatner conditions, host susceptibility, changes in predator and parasite populations, etc., continue
to influence beetle population changes, past and future human intervention (such as fire suppression,
clearing activities, or simply increased habitation) has removed this situation from a 'natural’ setting. Even
ifthis event was natural, impacts are occurring which could be either positive or negative depending on the
affected resource and the desired future condition. Consideration of human needs and influences to establish
an appropriate desired future condition for these impacted forest types is ecologically appropriate.

Spruce beetle induced mortality is currently occurring on over 600,000 acres inthese forest types (USDA,
Insect Conditions Report-1993). In many instances this mortality is eliminating all live forest cover (main



canopy) in major portions of large drainages. Impacts associated with forest tree canopy losses are occurring
to all resources that require a forested landscape (ie. wildlife, fisheries, watersheds, scenic vistas, etc.).

Many of these spruce beetle impacted forest stands will not meet current definitions of 'ecologically
functional” old-growth (USDA, Ecological Old-Growth Definitions-1992) following beetle infestation. This
long-term loss of old-growth habitat will have a significant impact on maintaining current biological diversity
in Southcentral and Interior Alaska

Natural regeneration of spruce inthese impacted stands is spotty at best. Without assertive reforestation
actions, long-term forest conversion from spruce to hardwood stands or grass dominated areas could occur
on many sites. This conversion will drastically alter current landscape patterns, substantially reducing
forested wildlife habitat for the long term. Cover and large organic material input to anadromous streams will
be significantly altered overtime. From a human ecology standpoint, fire risk and hazard are increasing and
causing substantial concern in rural communities as well as in the larger urban forest interface areas such
as the Anchorage bowl.

Research on impacts of the bark beetle on the timber resource and control methods exists (Werner and
Holsten, 1983; Werner, Hard, Holsten, 1988; Holsten and Werner, 1990; Hard, 1989), but more emphasis is
needed in this area There is currently a lack of research documenting impacts to non-timber resources
associated with the spruce bark beetle infestation. Impacts to wildlife and stream side stability are observable,
but documentation of these through research studies or long-term monitoring are limited. The emergency
nature of this beetle epidemic dictates use of an adaptive management approach based upon known
research.

Lack of action and continued forest health decline will result in:

-Increasing loss of wildlife habitat for mature forest species.

-Continued riparian area degradation.

-Substantial long-term conversion from forest to grass or hardwoods (lack of spruce
regeneration).

-Increased community fire hazard & associated increased fire suppression costs.
-Degradation od aesthetic quality of forested landscapes.

-Degradation of developed recreation areas and increased trail maintenance costs for removal
of hazardous and down trees.

Continued focus of habitat loss in Southeast Alaska (primarily the Tongass National Forest) with little
expressed concern for habitat loss in Southcentral or Interior Alaska is a serious wildlife management
oversight. Applying fundamental habitat relations and fragmentation concepts, it is clear that hundreds of
thousands of acres of tree mortality (with little natural regeneration) to forested habitat in a naturally
fragmented environment (Southcentral and Interior situation) has tremendously more impact than
one-thirtieth of that amount of acres being converted to young forest conditions a less fragmented
environment (Southeast situation). Wildlife species respond only to habitat changes, regardless if those
changes are human induced (timber harvesting) or from another change agent (spruce beetles). Ecologically
sound resource management philosophy must be founded upon biological and ecological reasoning rather
than development versus non-development opinion. Strong focus needs to be directed to maintaining the
biological diversity through sound ecological management (including silvicultural) procedures.

4. CONCLUSIONS

Lack of forest management, non-recognition of the biological/ecological impacts, and lack of expressed
professional concern have all contributed to this forest health problem.



Halting the infestation in the near-term is unlikely; however, concerted efforts by all landowners and
resource managers can significantly slow the buildup, restore already impacted areas, anu minimize future
resource impacts from this insect.

Once forests are dead, ecosystem management options are limited. If, however, silvicultural treatments
are considered not only for restoration of damaged areas, but also for damage prevention of currently
uninfested areas, a variety of silvicultural optioi is are available to meet various resource objectives. Maximum
ecosystem values can be maintained by coordinated ecosystem restoration and enhancement planning, and
assertive silvicultural treatment application.

Coordinated ecosystem enhancement and restoration planning has the capability to provide:

-Restoring damaged wildlife habitat (forage and cover).

-Restoring damaged riparian area integrity (cover and stream bank stability).
-Providing immedioie reforestation.

-Reducing potential fire hazard to communities.

-Preventing additional uncontrolled impacts (reduced mortality).

-Providing rural community development Gobs).

The most generally accepted treatment to reduce hazard and risk of spruce beetle induced resource
damage at the landscape scale is to maintain a mosaic of species and age types. Considering public
habitation and use of the forests, eliminating fire suppression and allowing catastrophic and unrestricted
wildfires is not a viable option. Active ecosystem management, through application of appropriate silvicultural
techniques to create a future desired landscape mosaic is the most plausible solution.

An aggressive forest restoration and forest health maintenance program involving federal, state, local and
private forest managers is necessary to fully address the severity and extent of impacts to forest resources
and to develop coordinated forest management actions to restore damaged ecosystems and prevent
unnecessary additional ecological impacts. Tnis conclusion is consistent with the recommended option of
the Kenai Peninsula Borough report (Hall 1992) addressing forest health management needs for the Kenai
Peninsula

5. RECOMMENDATIONS
The Alaska Society of American Foresters fully supports:
1) Coordinated multi-interest forest health planning at the landscape scale,

2) Research to identify spruce beetle induced impacts to all forest resources,

3) Development of a forest industry as the funding mechanism to subsidize implementing planned
forest health actions.

Following the lead of the National SAF Task Force report on Sustaining Long-Term Forest Health and
Productivity, it is recommended that the 26 specific recommendations from that Task Force Report be
implemented in Alaska using ecologically sound approaches to maintaining or improving forest health. These
recommendations will be applied through the following four broad areas of action:



-Advocate ecosystem management,

-Integrate ecosystem management into educational programs,
-Promote ecosystem management research,

-Coordinate between land owners and the public.

The Alaska Society of American Foresters should actively highlight the need for assertive management
actions to address declining forest health in Southcentral and Interior Alaska to local, state, and federal
officials. This implies implemention of ecologically and silviculturally sound management approaches that will
assure maintenance of the health of the forest as well as it’s biodiversity.

The Alaska Society recommends that agencies charged with managing sustainable forest resources
establish adequate organizations with appropriate expertise to develop site specific silvicultural treatments
to accomplish those goals.

The Alaska Society recommends that the U.S.D.A. Forest Sen/ices Pacific Northwest Research Station
prepare a white paper evaluating the significance of the loss of old-growth habitat in south-central Alaska
resulting from continued forest health decline.

The Alaska Society recommends using the 1994 National Convention to highlight the National significance
of this extensive forest health problem and promote understanding and support for assertive ecological
management applications within the American Forestry profession.
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ROLE OF DISTURBANCE BN
ECOSYSTEM MANAGEMENT

key premise of ecosystem

Amanagement (based on natural

Avariability) is that native species
have adapted to. and in pan, evolved with
natural disturbance events. Species loss
and ecosystem change have been observed
in areas where "natural” disturbance
regimes have been substantially altered.
Disturbances, large and small, are
responsible for the way current landscapes
appear and function today. Disturbances
of various kinds and intensities will
determine the structure, composition, and
function of future landscapes. Alaska
ecosystems are shaped/produced by
disturbances. Just note the effects of
giaciation, earthquakes, tidal waves, fire,
flooding, etc. Disturbance events such as
fire, insect and disease outbreaks create
and maintain a shifting mosaic of landscape
patterns. Both fire and flooding are
responsible for spruce and birch
regeneration in south-central and interior
Alaska; large scale windthrow is important
in southeast Alaska. Fire bums across the
landscape in an irregular and uneven
manner. The burned surface may or may
not be essentially the same as the pre-
burned surface. Succession after fire '
Alaskan forest ecosystems is comple .id
related to site, fire, climate, type anc >eof
the vegetation present before fire, and
plant species available for sprouting or
invasion after fire. Alaska insect
communities, probably one of the largest
components of forest ecosystems, are also
"creatures” of disturbance as well as agents

of disturbance. Arctic/boreal insects are
characterized by having few species and
large population numbers. These insects
are opportunistic in their behaviors. They
respond quickly to disturbances in climate,
food, and breeding material. The spruce
bark beetle for example, responds quickly
to large scale blowdown, fire scorched
trees, or spruce impacted by flooding.
Large beetle populations can be produced
by such breeding material, leading to
potential outbreaks.

'S agents of disturbance, spruce

"peetles are one of the most

important mortality agents of mature
spruce stands in Alaska. There are a
variety of impacts associated with
outbreaks to forest resources, both timber
and non-timber. These impacts can be
viewed positively or negatively depending
on the forest resource in question. Some
of the impacts associated with spruce
beetle infestations include, but are not
limited to:

(1) Loss of merchantable value of killed
trees: The value of a spruce as sawtimber
is reduced within three years of attack in
south-central Alaska as weather checking
and increased sap-rots occur. The value of
a beetie killed tree as houselogs, chips, or
firewood continues for some time; (2)
Long term stand conversion: To best
regenerate both spruce and birch, a site
disturbance (i.e. fire, windthrow, flooding,
etc.) is required which results in a seed bed
comprised of bare mineral soil with some
organic material. Ifthere is adequate seed
source, such site disturbances provide



excellent sites for regeneration. However,
what is occurring on many sites in south-
central Alaska after spruce beetles have
"opened up" the canopy is a scarcity of
regeneration establishing due to minimal
ground disturbance. Under such
conditions, grass and other competing
vegetation quickly invade the site and delay
future re-establishment of tree species; (3)
Impacts to wildlife habitat: Those
wildlife species that are dependent on large
diameter spruce stands are negatively
impacted. Those wildlife species that
benefit from early successional stage
vegetation, such as willow and aspen, will
benefit from spruce beetle infestations as
stand composition changes; (4) Impact to
scenic quality: Recent studies have
demonstrated that there is a significant
decline in scenic quality of spruce beetle
impacted stands and that scenic beauty is
an important forest resource. Along scenic
corridors such as National Scenic Byways,
maintaining or enhancing scenic quality
necessitates minimizing impacts from
spruce beetle infestations; (5) Fire hazard:
There is concern that fire hazard of spruce
beetle impacted stands will increase over
time as dead trees fall and dry grass
accumulates, thus increasing fuel loading.
Recent Alaska studies have shown that
more than 35 tons per acre of large woody
debris accumulates on the forest floor 5-10
years after a spruce beetle outbreak. In
contrast, approximately 2 tons per acre of
large woody debris accumulates in
uninfested stands; and (6) Impact to
fisheries: If salmon spawning streams are
bordered by large diameter spruce and if

Status of Insects..

these trees are subsequently killed by
spruce beetles, there is a concern as to the
long term availability of large woody debris
in the streams. A continual supply of large
woody debris in spawning streams is a
necessary component for spawning habitat

integrity.

p~here are avariety of techniques that
f£|| can be used to prevent, mitigate, or
reduce impacts associated with
spruce beetle infestations. However,
before pest management options can be
developed, the resource objective(s) for a
particular stand, watershed, landscape, etc.
must be determined. The forest manager
must evaluate the resource values and
economics of management actions for each
stand in light of management objectives.
The beetle population level must also be
considered becau: population levels will
determine the priority of management
actions and the type of strategy to be
invoked. Properly applied silvicultural
practices as well as fire management in
south-central and interior Alaska, can
maintain the forest diversity needed to
provide the range of products and
amenities available in the natural forest.



SPRUCE BEETLE
Dendroctonus rufipennis Kirfav

Spruce beetles continue to impact vast
areas in Alaska. Spruce beetle activity
increased by 40% over levels detected last
year (Fig. 1). Approximately 892.831
acres of on-going and newlv infested areas
were detected this year: the highest level of
activity on record. The most extensive
areas of spruce beetle infestations continue
to be in the Copper River .Area-170,767
acres and south-central .Alaska-683,281

Fig. 1. Alaska Spruce Beetle Activity
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acres. Southeast Alaska's Sitka spruce
forests are being impacted by 16.500 acres
ofbeetle infestations. The white spruce
forests of interior Alaska currently have
22.283 acres of on-going infestations.

L reas of specific interest include:
South-central and Interior Alaska

Spruce beetle activity on the Chugncil
National Forest doubled this vear—more
than 32,433 acres of on-going and newly
infested acres were aerially detected vs.
12.715 acres in 1994 Spruce beetle

activity in the Tumagain Arm area is
increasing: scattered activity (100 ac) in
the Girdwood area. 200 acres in the
Twenty Mile area, and approximately 850
acres scattered from Sawmill Creek to
Ingram Creek, including Seattle Creek.
Spruce beetle activity has intensified in the
Sixmile River drainage where more than
1,635 acres ofbeetle-caused spruce
mortality are located from the Hope-Y to
Sunrise. More than 1,500 acres of on-
going infestations occur near Hope from
Bear Creek to Palmer Creek. Inthe
Moose Pass area, beede infestations are
occurring on more than 4,500 acres from
+e north side of Trail Lake to Crown
Point. Nearby on Kenai Lake, more than
5,900 acres are infested. Spruce beetle
activity is still apparent in the Granite
Creek, Summit Lake, Cooper Lake, and
Upper Russian lake, and along
Resurrection River near Boulder Creek.

On the rest of the Kenai Peninsula
south to and including Knchemak Bay,
hark beetle activity is intense. From Pt.
Possession south to Tustumena Lake,
more than 50,000 acres of beetle infested
spruce stands were detected; the heaviest
beetle activity located between Skilak and
Tustumena Lake. From Tustumena Lake
south to Homer and including the Fox
River drainage, spruce beetle activity is
extremely intense and widespread. More
than 400,000 acres of spruce are infested
with many stands having more than 60%
mortality. The southeast portion of
Kachemak Bay from Sheep Creek to
Seldovia is experiencing a dramatic
increase in spruce beetle infestations: more
than 36,000 acres of Sitka spruce are
currently impacted vs. 11,440 acres
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detected last year. The Kachemak Bay
outbreak had its origins in a blowdown
event in 1981. By 1984, approximately
200 acres of infested standing spruce were
detected; this rose sharply in 1988 and has
increased ever since (Fig. 2). Ofinterest is
the rapid spread of beetle activity southeast
along the Bay. More than 12,000 acres are
infested (40% mortality) in the China Poot
Lake area and 600 acres of scattered beetle
kill are appearing near Seldovia with
another 700 acres near Pori Graham.

Fig. 2. Kachemak Bay Spruce Beetle
On-going -;nanew rtferanoni ay ynt

A .significant increase impniceimetle
activity was noted onthe wesLside-Qf
Cook Inlet from Tuxedni Bay up to the
McArthur River and the West Forelands
where more than 35,000 acres of Sitka and
white spruce are infested. Scattered
infestations are increasing slightly in the
Judd Lake and Hiline Lake areas near the
Skwetna River. Further west and inland,
the lliamna Lake spruce beetle outbreak
intensified on more than 60,000 acres; a
substantial increase over last years levels.
Spruce beetle activity is heaviest south of
Pile Bay on the west side of the lake.
Beetle activity appears to be increasing in
the Pedro Bay .Area. Beetle activity in the
Lake Clark area, from the northeast end of
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the lake to the Pass has intensified. .Almost
all of the spruce has been killed on more
than 19.000 acres.

Spruce beetle activity more than
doubled in the Anchorage.Bowl area:
more than 8,000 acres of spruce beetle
activity were noted. Areas heaviest hit
include: Fire Island-3,700 acres; Bear
Valley/Rabbit Creek-500 acres; Kincaid
Park—800 acres (Fig. 3) North of
Anchorage the majority of the spruce
stands in the Eagle River (4,671 ac.) and
Eldutna River (2,800 ac.) drainages au
heavily infested. Further north along the
Glenn Highway, spruce beetle activity is
apparent and heavy on more than 7,000
acres from Chickaioon to Sheep Mtn.
Lodge.

The Copper River Basin area continues
to support more than 170,767 acres of
fin.-gQin& spni£C-bcetle.infestatiQns.
Heavy spruce beetle activity continues
around: Klutina Lake (13,500 ac.); Tonsina
Lake (7,000 ac.); along the Richardson
Highway from Tonsina to Copper Center
and down the Copper River to its
confluence with the Chitina River. There
is also light spruce beetle activity scattered
over 3,300 acres from Glennallen north
along the Glenn Highway

W hite spnifc.forcatb5,of intcriQLAlaska
were slightly impacted this year
Approximately 6,695 acres of light
infestations continue to occur along the
Yukon River south from Koyukuk to
Kaltag. Another 4,085 acres of spruce
beetle activity were noted east of Delta
Junction. Further south along the
Kuskokwim River, there are more than
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3.000 acres of infested spruce from
McGrath downsiream to Devil's Elbow.
An additional 1,500 acres of infestations
were located along the Big River and
4.000 infested acres of spruce up the South
Fork of the Kuskokwim River to Farewell
Lake.

Southeast Alaska

-jr-"v uring 1995 in southeast Alaska,

8 Ispruce beetle infestations

JL-/ encompassed approximately 16,500
acres. Four areas were impacted
substantially, although other scattered
areas were affected to a smaller degree.

The spruce beetle outbreak in.Glacier
Bav National Park has shifted eastand
up in elevation (1500 ft.), from its historic
location in lower Glacier Bay. The new
infestation along the west side ofthe ridge
between Gustavus and Excursion Inlet
totaled approximately 2,200 acres. A
small amount of scattered spruce mortality
occurred farther west at Dundas Bay and
Berg Bay. The new area affected is nearly
five times greater than the 1994 level. The
historic outbreak in lower Glacier Bay has
impacted more than 30,000 acres, resulting
in mortality as high as 75 percent from
outbreaks over the past decade and a half.
Wood rotting fungi, such as FONTIQEIS
pinicola, have rapidly infested beetle-killed
trees, resulting in bole breakage and
numerous forest canopy gaps. Secondary
plant succession follows in these gaps,
among the many jackstrawed tree boles
and tops. Observations to date on Lester
Island indicate a predominance of hemlock
regeneration in these disturbed/altered
stands.

Status of insects

The Haines area experienced_the_nmst
substantial spruce beetle pressure in
southeast Alaska as the outbreak
continues for the sixth consecutive year.
Over 8,400 acres along drainages of the
Chilkat, Klenini and Kelsall Rivers have
new or ongoing infestation, which is up
from 3,600 acres in 1994. The majority of
this area is located on state lands, but the
infestation continues north into Canada.
Salvage efforts have been increased in the
Haines area by State personnel.

Spruce beetle activity on National
Forest and Private land along the Taku
River is in ilS-Second.year, and has
shown an increase in active infestation,
from approximately 75 acres in 1994 to
over 3,900 acres in 1995. The beetle
activity there follows a large windthrow
event that occurred inthe fall of 1990.
The beetle effects this year were
compounded by heavy black-headed
budworm defoliation in the same area.

New spruce beetle activity was

identified on National Forest land in the
region of theJitMie.River delta,
including Dry Island, Farm Island, Rynda
Island and scattered patches up the river.
Wit!. 2,040 acres impacted, this is the
largest new infestation in southeast Alaska.
As on the Taku River, the beetle activity
was found in association with black-headed
budworm. Scattered, small scale spruce
beetle activity occurred on Admiralty
Island at Whitewater Bay, Gambier bay,
Ward Creek and south of Greens Creek.
Other minor beetle activity occurred on
Baranof at Branch Bay and near Sitka west
of Deep Inlet.
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State Spruce Bark Beetle Programs September 11,1996
DEPARTMENT OF NATURAL RESOURCES DIVISION OF FORESTRY
OVERVIEW

Goals. The goals of the state’s bark beetle programs are to accelerate reforestation, maintain
diverse forest types and ages to support a wide variety of public uses, and capture economic value

from infested trees before they decay.

Al sales are designed to protect and enhance forest diversity and support multiple use. Sale
design is based on vegetation, land uses, habitat values, beetle impacts, access, and economic
feasibility.  Site-specific prescriptions are done for each sale. In the Kenai and Copper River
areas, DNR has helped fond Department of Fish and Game habitat biologists to help design the
sales to protect or enhance fish and wildlife values.

Infested area. In cooperation with the US Forest Service, DNR annually maps insect infested
areas statewide. Based on these surveys, about 2.5 to 3 million acres have been infested with
spruce bark beetles statewide since 1989. In 1995, active outbreaks were mapped on roughly
900,000 acres statewide. Surveys for 1996 have been completed, but we have not yet analyzed
the data. Spruce bark beetles are endemic wherever there is Sitka, white, or Lutz spruce.
However, in southcentral Alaska and in the Haines area, severe bark beetle outbreaks have
occurred for several years and are expected to continue for at least several more.

Economics of state timber sales. The amount of timber actually purchased and cut depends
largely on timber markets. The beetle-killed wood is suitable primarily for pulp or chips, and
markets for these products are currently low. Two recent sales, the Aurora sale on the Kenai
Peninsula and the Thunder Creek sale in the Haines State Forest received no bids due to weak
markets. DNR may delay some salvage sales ifthere is no market for the wood.

DNR requires that all timber sales bear the cost of harvesting, roads, and site preparation. In
addition, the sales will bear varying proportions of the costs of contract administration and
replanting. For some sales, such as those in the Moose Pass area where timber values and
volumes are high, revenue will probably exceed total cost. On small sales, the state will pay most
of the replanting and administration costs. The main benefits are that dead and dying wood will
be salvaged to provide jobs and wood products, and replanting will accelerate forest regrowth in

infested areas.

DNR staffing for timber sales is quite limited. In the Kenai area, we have two full-time forest
management positions, and pan of two additional positions. In the Haines area one foll-time
position and one part-time position have forest management responsibilities. No positions in the
Copper River area have operating fonds for forest management. The DNR timber salvage



program depends heavily on capital funding from the legislature, and when fire risk is low, we
also use fire-fighting technicians to help prepare timber sales, and we borrow staff from
throughout the state to help with salvage sale layout when other duties allow.

Can harvesting control the beetles? State timber sales cannot control the widespread beetle
outbreak in southcentral Alaska or Haines. In smail areas where infestation isjust starting,
harvests may slow the spread or reduce the percent of trees attacked. Diverse vegetation types
and ages may be the best long-term remedy for beetle outbreaks.

Reforestation. The Alaska Forest Resources and Practices Act (AS 41.17) does not require
reforestation on timber sales that are salvage operations like the harvests in beetle-impacted areas.
However, DNR has publicly committed to reforesting all state timber sales. Some sites will
regenerate naturally after site preparation; most areas will need planting. We will replant with
native tree species grown from local seed sources. The timber purchaser pays site preparation
costs. Wnere feasible, DNR requires the purchaser to pay planting costs.

Do bark beetles increase the risk of wildfire? Predicting the risk of fire is complex. Fire
hazard varies with the time since the beetle attack and the type of ground cover. However, the
best defense against wildland fire is a mosaic of different age classes of green vegetation. For
residential areas, DOF holds informational meetings to help landowners reduce fire hazards. A
summary paper by Fire Management Officer John See describes how beetle infestation affects fire
risk and is available from DOF. A new USFS study shows that increased fuel loads and grass
cover following a beetle epidemic could result in intense fires that would be difficult to control.
Landowners may need to remove dead and dying trees and replant with fire resistant vegetarion to
minimize the hazard from wildland fires in the wake of a spruce bark beetle infestation.

Beetle-killed trees were not a factor in the Miller’s Reach #2 fire in June, 1996. In contrast, the
Crooked Creek fire on the western Kenai Peninsula did bum through beetle-killed spruce. The
volume of dead vegetation in the fire area directly affected the spread and intensity of the fire,

which included active crown fires.

Sustained yield. Under the Alaska constitution and jtate law, DNR must manage renewable
resources for sustained yield. In general, we must achieve and maintain in perpetuity “a high level
annual or regular periodic output of the various renewable resources of forest land and water
without significant impairment of the productivity of the land and water” (AS 41.17.950(17)).
The Supreme Court firnher determined that this permits timber cutting “at a level that cannot be
sustained over a rotation only in unusual circumstances.... Such circumstances might include such
things as salvage cuts where trees have been killed or damaged...." (SEACC v. Alaska, 1983)

To date, DNR salvage harvests have not exceeded the allowable cut for each decade.

Public involvement. Stare law requires that DNR provide for meaningful public participation in
the timber sale process. The public process is lengthy and expensive, but it is also essential on
public land. Public concerns have affected the sale process and sale design, and reinforced DNR's



commitment :0 careru! nar/est me reforestation.

In all areas, the Division of Forestry prepares a Five-Year Schedule of Timber Saies (FYSTS)
annually. The schedule provides an overview of state proposals for timber harvest, reforestation,
ar.c transportation. A Forest Land Use Plan (FI UP) is also prepared for each individual sale.
Schedules and pians are subject to review by agencies and the public before DNR adopts them.
In addition to these requirements, DNR has made special efforts to involve the public in forest
management in each of the areas with severe beetle infestations as noted below.

KENAJAREA

State land ownership and allowable cut. The State of Alaska owns approximately 2.1 million
acres of land in the Kenai Peninsula Borough, or 20% of the total area. Halfthe state land is in
state parks, refiiges, and critical habitat areas. Ofthe 1.1 million acres of the state public domain,
449,000 acres are forested land: 248,000 acres west of Cook Inlet, and 201,000 acres on the
Kenai Peninsula and Kalgin Island. The state has selected an additional 410,000 acres of land in
the Chugach National Forest that may be state-owned in the future. The estimated annual
allowable cut for the Kenai Peninsula is 1,652 acres; for the west side of Cook Inlet and Kalgin
Island, itis 1,816 acres. Allowable cuts are regulated over a ten year period. Therefore, 16,520
acres could be harvested each ten years on the Peninsula, and 18,160 acres on Kalgin Island and

the west side.

State forest land affected by bark beetles. In 1S93, about 90,000 acres of state land on the
Kenai Peninsula was infested by bark beetles, and the beetle infestation is still expanding from
previously infested stands. Beetles also infest state land on Kalgin Island and state land west of
Cook Inlet. The most heavily impacted state land is on the western Kenai Peninsula south of

Tustumena Lake to Homer and Kachemak Bay, and in the Moose Pass area.

Affected forests include stands of white spruce, Lutz spruce, and Sitka spruce in either pure
stands or mixed stands with birch, cottonwood, or aspen. In infested areas, future stands are
likely to be more open, have more grassy areas, and where hardwoods are present, have more

hardwood-dominated stands.

Proposed forest management Priorto 1994, DNR sold an average of 200 acres of timber sales
per year. Starting in 1994, in response to the infestation, the amount of state timber offered has
greatly increased. In 1994 and 1995, DNR sold 17 salvage sales totaling 6,857 acres on the
Kenai Peninsula and Kalgin Island. Seven sales and a personal use area are scheduled for offering
in FY 96. The FY 96 offerings total 1,885 acres. DNR is proposing timber saies on
approximately 27,880 acres of land in the Kenai Borough affected by bark beetles over the next
five years. This includes about 19,020 acres on the Kenai Peninsula. One salvage sale prepared
by DNR in the Moose Pass area also included Mental Health Trust land.



Additional public outreach. DNR has made special efforts to involve the public in forest
management decisions in the Kenai area.

« Establishing a citizen's advisory pane! led by the Kenai Peninsula Borough mayor that reviewed
all sales on the FY 94-98 Five-Year Schedule, including the FY 95 and FY96 sales. DNR
adopted all the unanimous recommendations or the panel, and made many changes to respond to
recommendations that weren't unanimous.

» Holding public meetings on timber sales in nearby communities and scheduling field trips to the
larger proposed sales.

% Involving the public in development of a Forest Health Management Plan for the Kenai.

* Working with the US Forest Service and a citizens' advisor/ committee during joint federal-
state forest management projects for the Cooper Landing and Moose Pass areas.

» Meeting with media representatives and including them in field trips to harvest areas.

* Preparing a handout on the infestation for tour companies that use the Kenai Peninsula.
 Steadily improving the Five-year Schedules and Forest Lana Use Plans to ensure that the
public gets clear, complete information on planned sales.

How will timber sales aflect other land uses? Tourism and recreation: Most of the sales
including those in the Falls Creek-Ninilchik area and on Kalgin Island wiil have little impact on
recreation and tourism. These sales are in fiat, low country off the main road system. They
receive little current recreation use or tourism, and will not be visible to road travelers. Harvested
areas will be visible to air traffic between Anchorage and Homer.

Sales in the Moose Pass area have the greater potential to affect scenery, recreation, and tourism.
Large beetle-killed areas also have the potential to affect these activities. The TISFS analyzed
recreation and scenic impacts on state and federal land. The state is using this information to

design sales to minimize these impacts.

Fishing: Protecting fish habitat and water quality is the main goal ofthe state’s Forest Resources

and Practices act. The Act prohibits harvesting within 100 feet of anadromous and high value fish
streams on all state land. On the Kenai, we use wider buffers for key areas, such as the Ninilchik

River corridor. Buffers and required best management practices prevent significant impacts to

fish habitat.

Wildlife habitat and use: Kenai forest lands also provide upland wildlife habitat and areas for
hunting and wildlife viewing. Whether we harvest timber or not, the composition of Kenai forests
and habitat will change as beetles kill extensive areas of spruce. By encouraging regrowth of
mixed hardwood-spiuce forests and accelerating regeneration, more diverse stands will be grown.
Timber haavests should have a neutral to beneficial impact on habitat for most

wildlife species. DNR is funding the Department of Fish and Game to participate in the design of
state timber sales.

Timber sale access. Timber access is one of the most controversial issues for the Kenai forests.



ADF&G has expressed concern on the impacts of new access on wildlife, especially bears. DNR
proposes no new permanent roads for state timber sales. Temporary roads and winter roads will
provide access. Most access will use existing trails, such as seismograph lines. Temporary roads
will be put to bed after harvesting and reforestation is complete. The timber purchaser pays road
construction ~nd maintenance costs during the life of the sale. In the Moose Pass area, we are
considering designing some sales for helicopter logging to minimize road access.

Timber harvest methods. DNR designs harvest methods for each sale based on the extent of
beetle damage and opportunities for natural regeneration. In general, we propose salvaging the
dead, dying, and immediately threatened spruce trees. We will leave most hardwoods, smaller
spruce, seed trees, stream buffers and leave areas for wildlife, and trees that aren't threatened by
beetles. In some areas, beetles have killed nearly all trees, and the harvest will approach a clearcut
patch. In others, many trees will be left.

Appeals and litigation. On September 22, 1994, Trustees for .Alaska and four other groups
appealed the FY95-99 FYSTS in Anchorage Superior Court. There was no administrative appeal
of the schedule. On October 25, the same groups asked the Anchorage Superior Court for an
emergency stay of the auction of eight small timber sales. The Court denied the stay and the sales
were auctioned. Trustees added the eight sales and the Falls Creek sale to their original lawsuit
and expanded the list of appellants to nine groups and one individual. Since then, the individual,
petitioned the court to withdraw from the suit and the court granted his petition.

On November 30, 1994 the same groups appealed the Kalgin Island FLUP to the DNR
Commissioner. The Commissioner denied the appeal and Trustees requested reconsideration of
the denial. The Department of Lav/ counseled that reconsideration canr.ot be granted under
current statutes. Trustees asked the Anchorage Superior Court for an emergency stay of the
auction; the court denied the stay on January 11, 1995.

Trustees et. al and another individual filed appeals of the Falls Creek Sale with DNR in January,
1995. The DNR Commissioner denied both appeals. Trustees filed for an emergency stay; but
their request was denied by the court February 7, 1995 and the sale was auctioned.

On June 5, 1995, the Court ruled in DNR's favor on a motion to recover expenses in the Trustees
case. The Court ordered the appellants to pay the State S4,931 as the reasonable costs of
preparation of the record filed to date.

Judge Souter denied two motions by Trustees on November 1, 1995. He denied a motion to add
the FY 96-00 Five-Year Schedule to the case, stating that it is inappropriate to roll multiple
appeals into one case, and that a court appeal of the FY 96-00 Schedule would require a separate
case. He also denied a motion to submit an over-length briefand add 470 pages of new material
to the record. He directed them to rewrite their briefand strike any references to their addendum.
Oral arguments and a decision on the case are pending.



One person appealed DNR's coastal consistency finding on the Falls Creek sale to the Coastal
Policy Council. The CPC reviewed the appeal and decided in DNR's favor on all counts.

On September 13, 1995, Trustees for Alaska appealed the final finding for the Crown timber sale
to the Commissioner of Natural Resources. The Commissioner denied the appeal and DNR

auctioned the sale.

In a separate case, two individuals appealed DNR's forest management program to the Superior
Court. They alleged that DNR was not harvesting enough timber to meet Constitutional direction
to maximize use. The court ruled on all but one count in fall, 1994, and decided in DNR's favor
on each count. Alaska Husky Wood, Inc. filed a similar case against the state in April, 1996.

The state asked the court to consolidate this with the earlier case and the court agreed. A

decision on the case is pending.

COPPER RIVER AREA

State land ownership and allowable cut. The State of Alaska owns 3.3 million acres of land in
the Copper River Basin, of which approximately 30,000 acres is commercial timber. The
estimated annual allowable cut on state land is approximately 200 acres per year. Vegetation
mapping for state land in the Copper Basin is limited.

State forest land affected by bark beetles. In 1996, about 230,000 acres cf land on all
ownerships in the Copper Basin was infested by bark beetles. The infestation is still expanding in
most areas. Most beetle activity is on federal or Native corporation land, however, state land is
significantly impacted in some areas. Acreage figures for the amount of infested area on each
ownership in 1996 are not yet available. Many areas are intensively infested with most of the
white spruce killed by beetles. Many ofthe stands are pure white spruce and may convert to alder

where the spruce are killed.

Proposed forest management. In FY 96, DNR received capital funds from the legislature for
timber salvage, and we have expanded our timber sale program in the infested areas. We propose
to offer a number of salvage sales over the next several years, beginning with about 300 acres of
salvage in FY97. DNR also prepared about 6 MMBF in salvage sales for BLM on roughly
4,200 acres of federal land in the Copper Basin.

Timber sale planning and public involvement DNR is currently identifying areas with
potential for timber salvage and reforestation. We have also met with other landowners and
interest groups to identify forest management issues that will be addressed through the Five-year
Schedule of Timber Sales and Forest Land Use Plans for salvage sales. DNR began working
with the public on these issues in 1994, but suspended the work temporarily due to lack of

funding.

The first of the salvage sales will be included in the FY 97-01 Five-year Schedule and will be



proposed for sale late in FY 97. The FLUPs will address describe the proposed harvest location
and methods, address multiple use issues, identify access, and describe the reforestation strategy.

HAINES AREA

State land ownership and allowable cut. DNR manages the 270,410-acre Haines State Forest.
Within the Forest, 49,231 acres are commercial forest land available for timber harvest. The
annual allowable cut on this land is 6.96 million board feet per year (an average of roughly 370
acres per year).

State forest land affected by bark beetles. The 1996 survey mapped about 16,000 acres of
infestation, about 10,000 acres ofwhich is state land in the Haines State Forest. It appears the
total infested area is continuing to expand. About 51% of the commercial timber base - 25,039
acres - has been significantly infested by the spruce beetle. The beetles have killed from 50% to
99% of the spruce in these stands. A total of about 35,000 acres of state land has been infested
since 1989 in the Haines area. The main forest type is a mix of Sitka spruce and hemlock. Future
stands are likely to be dominantly hemlock in much of the infested area. The hemlock in this area
is highly decadent, with 60% of the hemlock timber volume being pulp quality.

Proposed forest management. On average, DNR has sold approximately 29 MMBF of timber
from the Haines State Forest from 1993-1995. In FY 96, DNR received capital funds from the
legislature for timber salvage. With these funds we offered the 14.4 MMBF Thunder Creek
salvage sale from 565 acres of infested iand. Lynn Canal Conservation Society appealed this sale
to the Commissioner of DNR. The Commissioner denied the appeal and the sale was offered, but
not purchased due to low markets for pulp. Several small salvage sales were also prepared and
sold with this funding and we are continuing to offer small salvage sales. We expect to offer
about 25 MMBF over the next five years.

Reforestation. All large sales require the purchaser to replant with Sitka spruce grown from a
local seed source. On the small salvage sales, DNR provides the seedlings and contracts for

planting.

Additional public involvement. DNR manages the state forest under the Haines State Forest
Management Plan. The plan was adopted in 1996 after extensive public input.

OUTREACH TO PRIVATE LANDOWNERS

DNR also manages federal-funded programs in Forest Stewardship and Urban and Community
Forestry. Four staff members in southcentral Alaska work in these programs. They assist
communities and individuals with forest management plans, consult on forestry issues, and
disseminate information on protecting private homes and trees from fire and insects.



The Forest Stewardship program provides landowner assistance through site visits, written plans,
public workshops, and federal cost-share programs. Since starting, 156 stewardship plans have
been prepared covering 13,600 acres of private land, and most of these address spruce beetle
concerns. Spruce beetle abatement techniques used by individual landowners include sanitation
harvesting, trap trees, pruning, and pesticide application. DNR Forest Stewardship staff have
also conveyed grants to help five Alaska Native corporations in southcentral Alaska. The grants
provide for muitiple-use planning, and spruce beetle impacts have been a major consideration in
preparing the plans.



