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Abstract

In spring and summer of 2008 and 2009, sawmill production capacity and utiliza-
tion information was collected from major wood manufacturers in southeast Alaska.
The estimated mill capacity in southeast Alaska for calendar year 2007 was 292,350
thousand board feet (mbf) (log scale), and for calendar year 2008 was 282,350 mbf
(log scale). Mill production in calendar year 2007 was estimated at 31,717 mbf (log
scale), and for calendar year 2008 was 23,666 mbf (log scale). Wood products
manufacturing employment in southeast Alaska dropped from 133 in 2007 to 94 in
2008 as two large and one small operation became idle.

Keywords: Alaska sawmills, mill capacity, timber usage.

Introduction

Two federal acts have sought to ensure a timber supply specifically from the
Tongass National Forest. The Alaska National Interest Lands Conservation Act
(ANILCA 1980) in section 705 (a) provided funds to maintain a constant supply of
timber from the Tongass at a rate of 4,500 million board feet (mmbf) per decade. A
decade later, section 101 of the Tongass Timber Reform Act (TTRA 1990) amended
ANILCA by deleting section 705 and inserting a new section 705 (a):

Subject to appropriations, other applicable law, and the requirements of
the National Forest Management Act of 1976 (Public Law 94-588), ... the
Secretary shall, to the extent consistent with providing for the multiple use
and sustained yield of all renewable forest resources, seek to provide a
supply of timber from the Tongass National Forest which (1) meets the
annual market demand for timber from such forest and (2) meets the

market demand from such forest for each planning cycle.

' Susan J. Alexander is the regional economist, U.S. Department of Agriculture, Forest
Service, Alaska Region, P.O. Box 21628, Juneau, AK 99802; and Daniel J. Parrent is a
wood utilization specialist, Juneau Economic Development Council, 204 Siginaka Way,
Sitka, AK 99835.
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Morse (2000) developed procedures, as directed by the 1997 Tongass Land and
Resource Management Plan (USDA FS 1997: 37) “to ensure that annual timber sale
offerings are consistent with market demand.” The Morse methodology is based on
an inventory adjustment process where uncut volume under contract is considered
inventory, timber sales are considered additions to inventory, and harvest is consid-
ered a deletion from inventory. Morse’s methodology specifically relies on estimates
of installed and operable mill capacity, industry rate of capacity utilization, share of
raw material provided by the Tongass, and other parameters. Sawmills in southeast
Alaska have been assessed each year since 2000 (with the exception of 2001) to
provide information for the annual demand calculations. Three previous capacity
reports (Brackely and Crone 2009, Brackley et al. 2006a, Kilborn et al. 2004) have
summarized these southeast Alaska wood manufacturer assessments from 2000 to
2006. This report presents results from mill assessments for 2007 and 2008.

In this annual assessment of sawmills in southeast Alaska, mill capacity is
defined as the amount of net saw-log volume (Scribner log scale) that could be
processed by the mill, as currently configured, during a standard 250-day, two-
shifts-per-day, annual operating schedule. This estimate of maximum capacity is not
limited by the availability of employment, raw material, or markets. The estimate of
capacity is for primary manufacture from net saw-log volume (i.e., used to manu-
facture lumber, cants, veneer, music bolts, etc.). Chips from utility logs, products
from wood residue, or secondary manufacture from logs already accounted for are
not considered primary manufacture from saw logs.

The forest products industry in southeast Alaska has undergone considerable
changes in the past decade. The capacity reports have become an important source

of information for scientists in assessing future demand for Tongass timber.

Background

Originally, the 20 largest and most active sawmills in the region were included in
the wood manufacturing assessment, which began in 2001 (for calendar year 2000).
These 20 mills represented the majority (an estimated 80 percent) of total capacity
of all wood products manufacturing in southeast Alaska at the time. In 2007, the 20
original mills became 22 with the partial subdivision of one mill. Of those 22 mills,
11 were active in 2008, 4 were idle, and 7 had been decommissioned or were no
longer in production (i.e., “uninstalled”). There have been no new large mill in-
stallations since 2000. A new manufacturer will be added to the assessment when

equipment is installed, an inventory of logs is onsite, and product is produced.
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In spring and summer of 2008, and again in 2009, information for the previous
calendar year was collected directly from producers. Sampling was conducted onsite
in most cases with the remainder conducted via telephone interviews. Respondents
were asked to supply information relative to any equipment purchases or modifica-
tions that would affect sawmill capacity, and the volume of logs that were processed
during the respective calendar years. Estimated wood manufacturing capacity, mill
production, and wood manufacturing employment in southeast Alaska have declined
steadily since the initial survey for 2000 (table 1).

The last of the long-term sale volume from the Tongass National Forest was
harvested in 2000. Data from 2002 through 2008 are characterized by independent
sales to locally owned sawmills from Forest Service lands, in addition to volume
from state and private timber sales. Although capacity utilization has averaged about
9 percent since 2002, employment and total capacity has declined considerably. In
2007, the U.S. Forest Service Alaska Region began appraising small-diameter Sitka
spruce (Picea sitchensis (Bong.) Carr.) and western hemlock (7'suga heterophylla
(Raf.) Sarg.) for shipment to the Lower 48 States, but the effects are difficult to
assess (table 1). Log shipments to both domestic and foreign destinations were less
in both 2007 and 2008 than they were in 2005, when there was no limited interstate
shipment policy.

Estimated wood
manufacturing
capacity, mill pro-
duction, and wood
manufacturing
employment in
southeast Alaska
have declined
steadily since the
initial survey for
2000.

Table 1—Comparison of southeast Alaska mill assessment results, calendar year 2000 through 2008“

Estimated Volume not included in mill Total volume

installed Estimated production not included Percentage
Calendar mill mill Manufactured Log exports’ in mill mill
year capacity  production productsb Domestic Foreign production utilization Employees

————————— Thousand board feet (Scribner log scale) — — — — — — — — — Percent Number

2000 501,850 87,117 46,079 6,787 28,094 80,960 17.4 321
2002 453,850 39,702 9,164 115 2,540 11,819 8.8 160
2003 369,850 32,005 763 400 3,893 5,055 8.7 155
2004 370,350 31,027 509 1,412 9,748 11,669 8.4 148
2005 359,850 34,695 0 3,937 15,547 19,485 9.6 136
2006 354,350 32,141 7,620 2,517 1,836 11,973 9.1 123
2007 292,350 31,717 4,015 214 3,410 7,639 10.9 133¢
2008 282,350 23,666 2,882 1,390 4,449 8,721 8.4 94

“ Information for 2001 is not available.

b Primarily chips manufactured from utility logs (produced from logs that do not go through the sawmill).
“ Annual calendar year log exports from the Tongass National Forest to domestic and foreign destinations.

¢ Includes 35 positions reported at the reopened Ketchikan Renaissance Group veneer mill, which was open for a few months in 2007,
and inactive again in 2008. These positions lasted about 4 months so were prorated to 10 full-time equivalents.
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Information collected in 2008, as in other years, was as follows:

e Mill name

¢ Owner’s name(s)

e Mill location

e Mill description

*  Estimated mill capacity

*  Estimated mill production

e Mill employment

*  Sources of logs processed by the mill
*  Products produced

e Market information (where sold)

Results and Discussion

A summary of basic sawmill information for 2008, including mill name, location,
description, and number of employees is presented in table 2 for both active and
inactive sawmills. Mill employment is the number of full-time equivalent personnel
employed during the year, both salaried and non-salaried. Mill employment dropped
from 133 in 2007 to 94 in 2008 as the Ketchikan Renaissance Group veneer mill,
Silver Bay, Inc., and part of the breakup of Northern Star Cedar all became idle in
2008. Although the Ketchikan Renaissance Group veneer mill equipment was
auctioned off in October 2009, it is included in this list because it was installed and
still capable of operation in 2008.

Table 3 lists those mills from the original assessment that are no longer in
operation and are considered uninstalled as of 2008. Sawmills are classified as
uninstalled when they are idle and deteriorate to the point that they cannot be re-
paired and operated with a reasonable investment of time and funding, or when they
are dismantled.

Mill capacity and production for mills active in 2007 or in 2008 are listed in
table 4.

Each year, the U.S. Department of Agriculture, Forest Service, Alaska Region
estimates logging and sawmill employment related to the Tongass National Forest
timber program in ANILCA (1980) 706(a) Timber Supply and Demand reports.
Through 2001, the reports assumed all sawmill and pulp mill employment was
dependent upon timber supplied from the Tongass National Forest. Beginning in
2002, this assumption no longer held. Data from Kilborn et al. (2004), Brackley et
al. (2006a), Brackley and Crone (2009), and this research note showed that federal

timber supplied 73 percent of the wood sawn in southeast Alaska mills in 2002,
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Table 3—Sawmills uninstalled as of 2008 in southeast Alaska included in original survey in 2000

Mill name Location Description

Alaska Fibre Petersburg Portable circle-saw mill, horizontal band resaw, edger

Annette Island Sawmill Metlakatla Conventional carriage, single-cut band-saw headrig, linebar resaw,
(Ketchikan Pulp Co. gang edger/resaw, trim saw, log debarker, and merchandiser
Hemlock Mill)

Chilkoot Lumber Co. Haines Conventional carriage, 8-ft band headrig, 6-ft and 7-ft band

resaws, debarker, chipper, edger

Gateway Forest Products Ketchikan Twin band mill with end-dogging carriage, resaws, edgers, trim
(lumber) saw, log debarker, and merchandiser

Herring Bay Lumber Ketchikan Conventional carriage, circle-saw headrig, resaw edger, trim saw

Kasaan Mountain Kasaan Conventional carriage, circle-saw headrig, circle-saw linebar
Lumber and Log resaw, edger, log debarker

Metlakatla Forest Products Metlakatla Conventional carriage, circle-saw headrig with top saw, horizontal

resaw, edger, log debarker, and merchandiser

Table 4—Estimated sawmill capacity and production for southeast Alaska, calendar years 2007

and 2008
Estimated mill Estimated mill Estimated utilization
capacity production of installed capacity
Mill name 2007 2008 2007 2008 2007 2008

D&L Woodworks

Icy Straits Lumber and
Milling Co.

Ketchikan Renaissance
Group veneer mill

Northern Star Cedar
Pacific Log and Lumber
Porter Lumber Co.
Silver Bay, Inc.

St. Nick Forest Products”
The Mill

Thorne Bay Enterprises

Thorne Bay Wood Products

Thuja Plicata Lumber
Viking Lumber Co.

Western Gold Cedar
Products

Total

Thousand board feet (Scribner log scale)

1,750 1,750 75 75 4.3 4.3
22,500 22,500 1,500 1,110 6.7 4.9
30,000 30,000 474 0 1.6 0

5,000 5,000 22 0 0.4
39,600 39,600 5,044 3,476 12.7 8.8
12,500 2,500 500 150 4 6
65,000 65,000 3,789 0 5.8 0

1,000 1,000 100 500 10 50

8,500 8,500 40 15 0.5 0.2

3,000 3,000 25 40 0.8 1.3

5,000 5,000 600 700 12 14

7,500 7,500 250 300 3.3 4
80,000 80,000 19,000 17,000 23.8 21.2

6,500 6,500 300 300 4.6 4.6

287,850 277,850 31,719 23,666 11 8.5

“ Formerly W.R. Jones and Son Lumber Co.
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59 percent in 2003, 64 percent in 2004, 65 percent in 2005, 62 percent in 2006, 53
percent in 2007, and 75 percent in 2008. These proportions have fluctuated as tim-
ber supply from the Tongass has declined, and the independent sawmills in the
region have turned to other land ownerships for timber. In 2007 and 2008, no mills
in the study reported getting timber from Native Corporation lands or from federal
lands other than the Tongass. Sources of logs processed in the region’s wood
manufacturing facilities are shown in table 5.

An average stand in southeast Alaska has about 10 percent Alaska yellow-cedar
(Chamaecyparis nootkatensis (D. Don) Spach), 6 percent western redcedar (Thuja
plicata Donn ex D. Don), 57 percent western hemlock, and about 27 percent Sitka
spruce saw logs (derived from van Hess 2003: table 13). Table 6 shows the break-
down of mill production by species for 2007 and 2008. The proportions of produc-
tion by species are about what one would expect, given the breakdown of species by
grade in an average stand in southeast Alaska and the rules governing timber sales
on national forest land. Timber from state lands can often be exported, and there are
no restrictions on exports from private lands. The U.S. Forest Service in Alaska
appraises Alaska yellow-cedar with foreign market pricing structures, under the
assumption that it will be exported to foreign markets, as allowed under section 318
of the Consolidated Appropriations Resolution, 2003 (Public Law 108-7), although
not all of it is exported from federal timber sales. As can be calculated from table 6,
about 2 percent of wood sawn in 2007 and 2008 was Alaska yellow-cedar. Purchas-
ers often sell this species as unprocessed whole logs to overseas markets. However,
even if a given species or diameter is appraised for out-of-state shipment, the
purchaser can still process the wood in local sawmills if they choose. The propor-
tion of mill production that was western redcedar in 2007 was about 17 percent, and
in 2008 about 20 percent. Individual timber sales will not necessarily have the same
proportions of species as an average stand. Purchasers can apply for an export
permit after a timber sale is sold for species appraised for local manufacture, but
they generally have to pay an extra fee (due in part to the difference between
appraised price and actual sale price). The percentages of western hemlock and
Sitka spruce in stands are roughly reflected in the proportions of these species
processed by sawmills in southeast Alaska in 2007 and 2008.

In 2008, one sawmill reported 2,882 thousand board feet (mbf) of manufac-
tured product not included in mill production. This category includes products from
logs that do not go through the sawmill, such as chips, firewood, poles, and so on.

In this case, the volume consisted mostly of chips made from utility logs. The
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volume consisted of 288 mbf of Sitka spruce, 2,520 mbf of western hemlock, and
74 mbf of western redcedar. Almost all of this volume was shipped to Washington
(99.7 percent). The remainder was small local sales of firewood.

As Brackley and Crone (2009) noted, information on the production of shop
lumber began to be collected in 2005. Information on the production of dimension
lumber, cants, and “other” products is also gathered. Evans (2000) defined shop
lumber as lumber that is further processed into products such as door and window
parts. In general, shop lumber is worth more than dimension lumber (Brackley and
Crone 2009). In the past 4 years, 25 to 30 percent of lumber produced in southeast
Alaska has been shop lumber. Dimension lumber is used for framing, joists, planks,
and so on. Dimension lumber was 37 percent of production in 2007 and 47 percent
in 2008 (table 7). Cants and flitches are large slabs of wood that vary in dimension,
and are meant to be cut into other products. In 2007 and 2008, about 30 percent of
sawn production was in the form of cants, flitches, railroad ties, and large timbers.
The “other” category in table 7 is primarily cedar shakes, shingles, and bolts,
although it can also include music wood and other miscellaneous products.

In the past, lumber from Alaska was often shipped to foreign markets. How-
ever, shipments of finished products milled in southeast Alaska to domestic markets
have become significant compared to prior decades, when virtually all production
was shipped overseas. Table 8 summarizes data gathered from sawmill operators in
southeast Alaska from the mill assessments that began in 2000 (Brackley and Crone
2009, Brackley et al. 2006a, Kilborn et al. 2004). Information about where manu-
factured products from southeast Alaska are sold and how those end-markets shift is
important in estimating long-term derived demand for those products. Morse (2000)
listed domestic market sales of lumber products from southeast Alaska as a monitor-
ing issue. Morse (2000) stated that when domestic sales became significant, that
shift suggested the need for a revised long-term derived demand assessment. Owing
in part to the increase in sales to domestic markets brought to light through the mill
surveys, Brackley et al. (2006b) recalculated long-term derived demand for Tongass
timber previously estimated by Brooks and Haynes in 1997 (Brooks and Haynes
1997).

Detailed information about the destination of wood products manufactured in
southeast Alaska in 2007 and 2008 is presented in table 9.

Shipments of
finished products
milled in southeast
Alaska to domestic
markets have be-
come significant
compared to prior
decades, when
virtually all produc-
tion was shipped
overseas.
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Conclusion

The mill capacity findings in this study reflect recent national trends. According to
Balter (2009), the ongoing recession is leading to a major reconfiguration in the
forest products sector in the United States. Nationwide, overcapacity in lumber and
panel manufacturing has led to mill closures. In the short run, depleted cash re-
serves and restricted access to capital will limit new investment. Balter (2009)
projects that a slow housing recovery is widely anticipated. He sees emerging
markets for timber in wood-biomass energy applications, such as pellets, electrical
generation, biofuels, and carbon markets. Alaska wood products markets are closely
tied to North America and the Pacific Rim, and are deeply affected by tight credit
and low profit margin issues. However, development of wood-biomass energy could
open up new markets for small and lower quality wood. In addition, when wood
products markets improve, remaining wood manufacturing facilities will be well

situated to take advantage of rebounding demand for lumber.

Metric Equivalents
When you know: Multiply by: To find:

Board feet, log scale 0.0045 Cubic meters, logs
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