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Abstract 
 
 
Laufenberg, Theodore L.; Brady, Bridget K., eds. 2000.  Proceedings: linking healthy forests 

and communities through Alaska value-added forest products. Gen. Tech. Rep. PNW-GTR-
500.  Portland, OR: U.S. Department of Agriculture, Forest Service, Pacific Northwest 
Research Station. 341 p. 

 
 
The Alaska forest products industry is experiencing significant changes in its structure due to 
economic, ecological, and social pressures.  Papers presented at this workshop brought together 
technical specialists and exhibitors from forest products industry, associations, universities, and 
private, state, and federal land management agencies.  Topics included: policy and management 
shifts necessary to link healthy forests, communities, and industries; silvicultural concerns for 
future forest potential; enhancing value in lumber, engineered timber products, processing of 
finished wood products, and special (craft and non-timber) forest products; and assessment of 
Alaska forest products industry’s competitive position within state, national, and in Pacific Rim 
markets. 
 
As the first technology transfer event of the Wood Utilization Research and Development Center, 
the Alaska Value-Added Forest Products Workshop set the stage for developing a strong 
research and development program for the new center.  The center’s mission includes working 
with community partners to identify and evaluate the opportunities for small businesses and 
examining how small businesses benefit the local economy.  The Alaska Wood Utilization 
Research and Development Center opened in Sitka in January 1999.  Congress directed its 
creation to identify and evaluate "value-added" activities that may provide a durable mix of 
employment, profits, and forest products industry in Alaska. The Center is a part of the USDA-FS 
Pacific Northwest Research Station.  
 
Keywords: forest products, Alaska, wood, timber, logs, economics, forest management, 
silviculture, land use, engineered products, lumber, special forest products, non-timber forest 
products, markets, international, secondary processing, value-added, forest health, Sitka spruce, 
yellow-cedar, western redcedar, hemlock, white spruce, red alder, small business, community 
development, research needs, industry capacity 



 

 

Preface 
 
These proceedings comprise the papers submitted to document the presentations at the Alaska 
Value-added Forest Products Workshop held in Sitka, Alaska on September 27-28, 1999.  As the 
first technology transfer effort for the Pacific Northwest Research Station (PNW) Wood Utilization 
Research and Development (R&D) Center, this workshop provided the outlet for a series of 
coordinated studies of the forest products arena.  The design of these studies yielded broad 
coverage of the dynamic issues of Alaska forest resources and the product opportunities and 
industries derived from them.   
 
During the first year to establish the Sitka center, we worked with Richard Haynes and Terry 
Shaw of the PNW management team on three objectives: 1) establishing the R&D program, 2) 
developing partnerships, and 3) hiring staff for the PNW’s newest location.  Our concept for 
expediting the development of the program of work for the center hinged on gathering current 
information from potential partners and soliciting ideas for the future needs of Alaska’s forest 
products industry while the hiring process took place.   
 
As we write this, the center has just become fully staffed and continues to develop their R&D 
programs.  They have the results of these first coordinated studies, and supportive collaborating 
partners, to give them background and guidance as they undertake the challenges of identifying 
and evaluating opportunities for forest products in Alaska.    
 
Given this opportunity, we’ll introduce the center’s staff and encourage you to contact them for 
advancing the discussions begun at this workshop: 
 
 Ken Kilborn, Team Leader   
 Bridget Brady, Information Support Specialist 
 Linda Christian, Forester 
 Dave Nicholls, Research Forest Products Technologist 
 Pete Tsournos, Research Economist 
 

Wood Utilization R&D Center 
Contact Information: Email: kakilborn@fs.fed.us 

Telephone: (907) 747-4308 
Fax: (907) 747-4307 

 
Our thanks and best wishes to each participant in this dialogue as we seek to achieve a 
sustainable balance in Alaska’s forests, industry, and communities. 
 
 
 
Theodore L. Laufenberg  
Acting Team Leader (January 1999 –December 1999) 
PNW Research Station, Wood Utilization R&D Center, Sitka, Alaska 
(Returned to Forest Products Laboratory, Madison, Wisconsin) 
 
 
 
Bridget K. Brady 
Information Support Specialist 
PNW Research Station, Wood Utilization R&D Center, Sitka, Alaska 
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Ecology, Economics, Politics, and the Alaska Forest 
Products Industry 

 
 

Gunnar Knapp 
Professor of Economics 

Institute of Social and Economic Research 
University of Alaska Anchorage 

Anchorage, Alaska 
 
 

Abstract 
 

Ecology, economics, and politics together define and constrain opportunities for the Alaska forest 
products industry.  
 
Ecology limits potential timber harvest paths and non-timber benefits over time.  One kind of 
ecological limit is the tradeoff between potential harvest levels over time.  Another kind of 
ecological limit is the tradeoff between timber harvests and non-timber forest benefits such as fish 
and wildlife and scenery.  The tradeoffs we make between ecologically possible levels of timber 
harvests over time and ecologically possible combinations of timber and non-timber benefits are 
political decisions.  Ecology sets broad limits to possible Alaska timber harvest paths over time.  
But within these broad ecological limits are narrower political limits that reflect the choices we are 
willing to make about tradeoffs over time and tradeoffs between timber and non-timber benefits. 
 
Economics--factors beyond our control that affect costs and prices--limits the profitability of 
different potential future paths for the forest industry.  "Economically possible" future paths for the 
Alaska forest products industry--those that could be profitable without public subsidies--are 
constrained by a number of factors.  We sell into world markets at prices that reflect world 
demand conditions as well as our competitors' costs.  Many of our costs are higher than our 
competitors' costs.  Because the Alaska forest products industry is small and not very diversified, 
we cannot utilize our timber as profitably as we could if the industry were larger and more 
diversified.  These economic constraints beyond our control mean that only some of the future 
paths for the forest products industry that are ecologically possible are economically possible. 
 
Politics, decisions made through the public policy process, also affects the forest industry in many 
ways. Politics sets physical limits on timber harvests, but may also provide subsidies to the forest 
products industry.  Political choices about when, where and how public timber is sold affect costs 
of harvesting and manufacturing.  Similarly, political choices on the total volume offered for sale, 
imposes its effects on the scale of the industry.  Primary processing requirements limit some 
potential uses of timber but make others more profitable by lowering costs of raw materials for in-
state manufacturing. Politics will continue to influence the Alaska forest products because most 
Alaska forests are publicly owned, and most Alaskans (and many other Americans) have strong 
interests in how Alaska forests are used. 
 
To create a healthy forest industry we should try to create an economic and political environment 
in which a healthy industry can evolve.  A healthy industry is more likely to evolve if (a) we can 
build a broad political consensus over a reasonable balance in the uses of Alaska's forests which 
accepts timber harvesting at a scale sufficient for profitable utilization of different grades of timber 
to evolve; (b) we can reduce the risk investors face as to their ability to acquire timber in the 
volumes they need, of the species and grades they need, at the times they need it, and at costs 
they can plan for; (c) public timber is sold to the highest bidder, so that timber is acquired by 
those companies that are able to make the most profitable use of it; (d) we avoid placing specific 
restrictions on how, when and where timber is utilized, and allow it to be used in ways which are 
most profitable and which can adapt to changing market opportunities; (e) we do not subsidize 
the forest industry; and (f) we invest in basic research on opportunities for wood utilization to take 
advantage of the resources we have and of changing technology and markets. 
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Introduction 

 
I wrote this paper in response to an invitation to discuss how ecological, economic and political 
factors affect the Alaska forest products industry. I will argue that these three factors; ecology, 
economics, and politics; together define and constrain opportunities for the Alaska forest products 
industry.  
 
Figure 1 illustrates this point. There are many different future paths for the forest products 
industry that are "ecologically possible" in the sense that Alaska forests could supply the needed 
raw materials.  The area within the large circle represents these paths.  Only some of these 
"ecologically possible" future paths are "economically possible," in the sense that timber 
harvesting and forest products manufacturing could be profitable over time without subsidies, 
given price and cost factors beyond our control.  Finally, there is a different set of future paths for 
the Alaska forest products industry which would be "politically possible" in the sense that the 
public policy process would permit or enable them to happen.   

 
Figure 1 

Potential Future Paths for the 
Alaska Forest Products Industry 

 

ECONOMICALLY  
POSSIBLE  

POLITICALLY  
POSSIBLE  

ECOLOGICALLY  
POSSIBLE  

 
 

To understand where the forest products industry could go, we need to think about all three of 
these factors--ecology, economics, and politics--and the nature of the constraints they impose.   
 
 

Ecology 
 
Let me begin with ecology.  By "ecology" I mean the limits to potential timber harvest paths and 
non-timber benefits over time imposed by nature.  One kind of ecological limit is the tradeoff 
between potential harvest levels over time.  For any given total area which will eventually be cut, 
the more we cut in any one year, the less we can cut in other years.  There is a maximum 
"sustainable" harvest level at which we can cut the same volume each year indefinitely.  Or we 
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can harvest higher "unsustainable" levels in some years, but then we will have to harvest at lower 
levels in other years. (Figure 2) 
 
 
 

Figure 2 
"Ecologically Possible1" Timber Harvest Paths Over Time 

 

timber 
harvests 

years 50 100 150 

maximum sustainable harvest 

unsustainable 
harvest paths 

 
 
 
 
Another kind of ecological limit is the tradeoff between timber harvests and non-timber forest 
benefits such as fish, wildlife, and scenery.  In general (although certainly not always), the more 
timber we harvest, the lower the levels of these non-timber benefits (Figure 3).  

 

                                                      
1 Note that I am not using the term "ecologically possible" to imply sustainability of either timber harvests or non-timber 
benefits.  I am only using it to imply possible combinations of timber harvests and non-timber benefits over time.  Not all of 
these ecologically possible timber harvests paths are necessarily sustainable. 
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Figure 3 

"Ecologically Possible" Levels of Timber Harvest 
and Levels of Non-Timber Benefits 
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Fish and Wildlife

Timber harvest level

Level of 
non-timber 
forest 
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Because there are tradeoffs between timber harvests and non-timber forest benefits, decisions 
we make about the future of the forest products industry have the potential to affect the future of 
other Alaska industries.  This makes it a lot more complicated to talk about the future of the 
Alaska forest products industry.  Like it or not, when we talk about where we could or should go 
with the Alaska forest products industry, we are also talking about where we could or should go 
with other industries too, such as fisheries and tourism.  No matter how much we wish we could, 
we can't just talk about what kind of forest products industry we want without thinking about what 
other kinds of industries we want. 
 
The tradeoffs we make between ecologically possible levels of timber harvests over time and 
ecologically possible combinations of timber and non-timber benefits are political decisions.  
Ecology defines the choices open to us, but politics determines what choices we make.  We may 
make these choices for what we consider ecological reasons, but they are nevertheless political 
choices. 
 
If you look at different timber ownerships in Southeast Alaska, you can find examples of very 
different political choices about how much and where within the total ownership area will 
eventually be cut, and whether to harvest timber in a sustainable or unsustainable way.  There 
are timber ownerships where most of the timber has been cut at a clearly unsustainable rate.  
There are other timber ownerships for which planned timber harvests are occurring at a 
sustainable rate.  And we have put a lot of timber permanently off limits to harvesting by declaring 
it wilderness, banning logging near spawning streams, and in other ways. 
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Figure 4 

Potential Future Paths for the 
Alaska Forest Products Industry 

POLITICALLY 
POSSIBLE 

ECOLOGICALLY 
POSSIBLE 

Harvesting some private lands 
unsustainably

Harvesting public lands substainably

Not harvesting some 
public lands

Harvesting all public lands 

Harvesting public lands unsustainably

 
 

To summarize, ecology sets broad limits to possible Alaska timber harvest paths over time.  But 
within these broad ecological limits are narrower political limits which reflect the choices we are 
willing to make about tradeoffs over time and tradeoffs between timber and non-timber benefits 
(Figure 4). 
 
 

Economics 
 
Let me turn next to economics.  By "economics" I mean external factors beyond our control that 
affect costs and prices and therefore profitability of different potential future paths for the forest 
industry over time.  I use the term "economically possible" to mean future paths for the Alaska 
forest products industry which could be profitable without public subsidies. 
 
"Economically possible" paths for the Alaska forest products industry are constrained by a 
number of factors.  To have an industry of any size, we have to sell into world markets for world 
market prices, because the internal Alaska market isn't very large and we face competition even 
in Alaska from other suppliers. World market prices reflect world demand conditions as well as 
our competitors' costs, neither of which we can influence.   
 
Many of our costs are higher than our competitors' costs.  Much of our timber is in remote areas 
where it is difficult and expensive to harvest.  Within Alaska, labor and transportation costs are 
higher than for many of our competitors.  And because we are farther away than our competitors 
from many of our markets we also face higher transportation costs in getting products to those 
markets.   
 
We also face a Catch-22 problem related to scale.  Because the Alaska forest products industry 
is small and not very diversified, we face higher costs and less profitable utilization of our timber 
than we would if the industry were larger and more diversified.  But these higher costs and less 
profitable utilization work against our becoming larger and more diversified. 



18 

 
Our cost factors tend to work against value-added manufacturing in Alaska.  I'm not intending in 
any way to suggest that value-added manufacturing can't work or that it isn't a worthy goal.  I'm 
simply saying that it's relatively easier for Alaska to compete in exporting round logs or low value-
added products such as cants.  
 
World market demand for forest products varies a lot over time, which causes prices to vary a lot 
too.  When world demand is strong, and world market prices are high, timber harvesting and 
forest products manufacturing is profitable even in higher cost areas like Alaska.  When world 
demand is weak and world market prices fall, many of these activities become unprofitable in 
Alaska while remaining profitable in other lower cost areas.  Changing prices make it difficult to 
create a stable forest products industry anywhere, but even more difficult in Alaska. 
 
These economic constraints beyond our control mean that only some of the future paths for the 
forest products industry that are ecologically possible are economically possible (Figure 5).  Part 
of what we need to do to think clearly about the future of our forest industry is to gain a better 
understanding of the nature of these economic constraints and possibilities.   
 
 

Figure 5 
Potential Future Paths for the 

Alaska Forest Products Industry 

ECONOMICALLY 
POSSIBLE 

ECOLOGICALLY 
POSSIBLE 

Harvesting small stands of timber in 
remote inaccessible areas

Harvesting large stands of 
timber in accessible areas

Exporting Round Logs

Exporting Baseball Bats

 
 
 

Politics 
 
Now I want to talk more about politics.  By "politics" I mean decisions affecting the forest products 
industry made through the public policy process and reflecting the relative interests and influence 
of different groups in that process.  I use the term "politically possible" to refer to the set of future 
paths for the Alaska forest products industry which our collective political choices would permit or 
enable to happen. 
 
The future paths for the forest products industry which are "politically possible" differ from those 
which are "economically possible."  (Figure 6)   Some economically possible futures are not 
politically possible.  For example, it would be economically possible to harvest large stands of 
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timber near urban areas, but it is not politically possible because of the tradeoffs we are willing to 
make between timber benefits and non-timber benefits. 

 
Figure 6 

Potential Future Paths for the 
Alaska Forest Products Industry 

ECONOMICALLY 
POSSIBLE 

ECOLOGICALLY 
POSSIBLE 

Harvesting large stands of 
timber near urban areas

Exporting round logs 
from public lands

Exporting round logs 
from private lands

Manufacturing cants 
for export

POLITICALLY 
POSSIBLE 

Subsidized harvesting of small 
stands of timber in remote 

inaccessible areas
Subsidized manufacture 

of baseball bats

 
 
 
Some future paths that are not economically possible--in the sense that they could not be 
profitable without subsidies--are politically possible if we would be willing to provide the necessary 
subsidies.  For example, it might not be profitable to harvest small stands of timber in remote 
areas without subsidies, but if we are willing to subsidize these harvests we can make it 
profitable. 
 
Between the extremes of physical limits on timber harvests and subsidies to the forest products 
industry are numerous political choices that affect the profitability of the industry through their 
effects on costs and/or markets.  When, where and how public timber is sold affects costs of 
harvesting and manufacturing--as does the total volume offered for sale through its effects on the 
scale of the industry.  Primary processing requirements limit potential uses of timber but make 
others more profitable by lowering costs of raw materials for in-state manufacturing. 
 
In summary, through our political choices we can change the potential future paths of the Alaska 
forest products industry away from those that are economically possible in the sense that they 
could be profitable without subsidies given constraints of costs and prices.  We can create an 
economic desert in which a forest products industry can't possibly succeed, or we can build an 
economic greenhouse of subsidies to grow an industry that could not succeed on its own.  It's not 
just ecology and it's not just economics.  Our political choices matter.     

 
Table 1 summarizes some of the most critical political choices affecting the future of the Alaska 
forest products industry.  We may try to make these choices objectively or scientifically, to do 
what is "best" for the forest or the forest industry or communities or the region.  But they are 
nevertheless inherently political choices because government makes them and they reflect the 
relative political interests and influence of different groups.   
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Table 1 

Critical Political Choices Affecting the Future 
of the Alaska Forest Products Industry 

 
Political Choice Significance for the Forest Products 

Industry 
How much more public land will be privatized? Most forest use decisions for private lands are 

made by the landowners rather than through 
the public process, and reflect the interests of 
the landowners. 

How much timber will be offered for sale from 
public lands?  Where, when and how will it be 
offered for sale? 

How much timber is sold, and where, when 
and how it is sold, directly affect raw material 
availability and costs for the forest products 
industry. 

What kinds of payments--such as stumpage 
fees, taxes and subsidies--will be made 
between the forest products industry and 
government? 

These kinds of payments directly affect 
economic viability through their effects on 
forest products industry costs and revenues. 

What restrictions will be placed on the uses of 
timber harvested from public and private 
lands? 

Use restrictions--such as in-state 
manufacturing requirements--directly affect 
both economic returns to forest owners as well 
as raw material availability and costs for the 
forest products industry. 

What restrictions will be placed on timber 
harvesting practices? 

Restrictions on harvesting practices directly 
affect industry costs and volume available for 
harvest. 

 
No biologist or economist can tell us the right answers to these political choices.  Scientists can 
help us understand the choices we face, and the opportunities, and the nature of the tradeoffs.  
But they can't choose for us.  When they try to do so (i.e. when scientists don't clearly distinguish 
between science and politics) they put public trust in science at risk.   
 
Where are these political choices made?  In many arenas.  Political choices affecting the Alaska 
forest products industry occur at the federal, state and local level, and within the executive, 
legislative and judicial branches. Different levels of government and different branches of 
government may be involved in resolving the same issue, sometimes in opposition to each other. 
 
Many of the political choices affecting the industry were made long ago and are broadly accepted 
as permanent, such as the creation of the Tongass and Chugach National Forests, and the 
Alaska Native Claims Settlement Act.  Others issues are seemingly never resolved, with 
dissatisfied interest groups continually trying to modify or reverse current policies--as with the 
endless debate over the management over the Tongass National Forest. 
 
The pervasiveness of politics is frustrating both for those on the apparent winning and losing 
sides of many forest issues.  The losers lament that decisions were "political" rather than 
"scientific."  The winners lament that issues don't stay settled, and the losers keep coming back 
to try again, or trying to win in other arenas. 
 
I want to suggest that politics won't and can't go away as a factor influencing--or buffeting--the 
Alaska forest products industry.  Politics won't and can't go away because most Alaska forests 
are publicly owned, and most Alaskans and many other Americans have strong and legitimate 
interests in how Alaska forests are used, and many of those interests conflict with each other.  
Alaskans and other Americans will continue to use their rights to participate in the political 
process, at different levels, to try to influence those decisions.  That's democracy. 
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Allowing the Forest Products Industry to Evolve 
 
Now I want to express some of my own opinions about the political choices we face.  I expect and 
respect that you may disagree with some of my opinions.  Part of what we need to do is 
recognize that we don't all agree, and listen to each other, and search for compromises.  My 
purpose is not to convince you that I am right in any of my specific opinions, but rather to suggest 
a way of approaching the issues. 
 
I want to try to tie what I've been talking about back into what this conference is about.  How do 
we link healthy forests, communities and industries in Alaska?   
 
I think we should try to create an economic and political environment in which healthy industries 
and healthy communities can evolve--rather than having government or universities or community 
planning efforts to try define them and then create them through grants or loans or subsidies or 
special contracts.  Sometimes this works.  But our most successful industries evolve as many 
different ideas are tried, and some of those ideas succeed. 
 
If you find somewhere a thriving value-added forest products industry making baseball bats which 
is contributing to a healthy economy and a healthy community, it's probably not because the 
government or the university or community planning efforts came up with the idea and provided 
advice or grants or loans or subsidies or special contracts to get it started.  Instead, it's probably 
because someone thought "I could make money by making baseball bats here"--and tried it--and 
made money and kept going and growing.  For every idea that worked there were others that 
didn't work.  And some of the difference between them may have had to do with things that you'd 
never think about in an economic study and which the people who tried the ideas may not have 
thought about either.  What really led to economic development was an economic and political 
environment in which investors envisioned opportunities and were willing to take risks. 
 
Governments and universities and community planning efforts are just not very good at predicting 
in advance what economic ideas will really be profitable.  Part of what makes companies and 
industries successful has to do with things that economic studies are just not very good at dealing 
with, such as the management skills of people trying to make the industry work.  And economic 
studies are not very good at guessing what actual costs and prices will be, or how they may 
change in the future as technology and costs and markets and competition change.  There is no 
substitute for actual economic experiments. 
 
 

Creating a Favorable Environment 
 
What kind of economic and political environment will allow a healthy forest products industry to 
evolve in Alaska?  I'll offer a few suggestions. 
 
A healthy industry is one which is profitable, which does not depend on subsidies, which is able to 
adapt to continuing change in markets, which is able to take advantage of continuing innovations 
in technology, which does not cause long-term degradation of the environment, and which earns 
and enjoys public support by providing employment, a fair share of taxes, and participation in the 
community. 
 
A healthy industry is more likely to evolve if we can build a broad political consensus over a 
reasonable balance in the uses of Alaska's forests that accepts timber harvesting at a scale 
sufficient for profitable utilization of different grades of timber to evolve. 
 
A healthy industry is more likely to evolve if we can reduce the risk investors face as to their 
ability to acquire timber in the volumes they need, of the species and grades they need, at the 
times they need it, and at costs they can plan for.  One way of reducing this risk is to find ways of 
reaching decisions about public timber supply policy that are less time-consuming, less subject to 
legal challenge, and more predictable.  Another way is to provide for sale of long-term stumpage 
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rights, and allow companies to trade those rights so that timber can go to those companies that 
are most successfully able to make use of it when they need it.  
 
A healthy industry is more likely to evolve if public timber is sold to the highest bidder, so that 
timber is acquired by those companies able to make the most profitable use of it. 
 
A healthy industry is more likely to evolve if the public agencies which control public timber supply 
have a stake in its success, for example if they are partly funded by timber sales. 
 
A healthy industry is more likely to evolve if we avoid placing specific restrictions on how, when 
and where timber is utilized, and allow it to be used in ways which are most profitable and which 
can adapt to changing market opportunities.  
 
A healthy industry is more likely to evolve if we do not subsidize it.  Industries that do not depend 
on subsidies are less likely to evolve in an environment where subsidies are provided.  
Subsidized activities compete for timber with those that don't or wouldn't depend on subsidies.  
And industries that do not depend on subsidies will enjoy broader political support than those that 
do. 
 
A healthy industry is more likely to evolve if we invest in basic research on opportunities for wood 
utilization to take advantage of the resources we have and of changing technology and markets. 
 
 

Healthy Communities 
 
Finally, let me briefly talk about healthy communities.  Healthy communities are built, in part, on 
healthy industries.  If we can create economic and political conditions in which healthy industries 
can evolve, we help to create conditions for healthy communities to evolve. 
 
Healthy communities have diversified economies, which make them less subject to booms and 
busts as market conditions change in different industries.  Alaska communities will be healthier if 
supported by forest products, fishing, tourism and other industries together rather than by any 
single industry. 
 
Healthy communities are able to adapt to change.  No community can stay fixed in time.  Healthy 
communities must expect that some industries will decline, and seek to create an environment 
that is favorable for others to grow. 
 
Healthy communities have a say in the political decisions that affect their future.  Alaska 
communities will be healthier if they have a role--a real role--in making political choices about the 
forests and other natural resources in their region. 
 
Finally, people in healthy communities talk to each other, listen to each other, respect each other, 
and look for ways to address each others concerns about the political decisions which affect their 
futures.  That is one way in which everyone can participate in building healthy communities.  
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