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Prospects for the region’s

western softwoods industry

General market prospectsfor forest products outlet for our region’s timber, but it is a particu-
havebeentreatedin a numberof extensivestudies larly significant one since it representsthe domi.
within the frameworkof an expandingand pro- nant consumptionuse of the western softwoods
gressingnational economy. Given what we have grown here.Currently nearly 90 per cent of the
learned about our regional timber situation, we cubicvolume of timbercut in the region goesinto
shall seein this final articlehow theseover-all find- lumber, about 8 per centinto other whole wood
ings apply to conditionsin our own area. uses (poles,posts,mine timbers,etc.), and about

The national studies foreseeexpansionin tim- 1 per cent into pulpwood. Productionof veneer
ber productiongenerallyaswell asin mostspecific
lines of timber products.Presumablyan economy
with a rapidly growing population,with an even Chart 1—Projectionsof UnitedStateslumber
more rapidly growing appetitefor raw materials consumptionto 1975
and with a suitably improving level of technology
would demandmorewood from its forest industry
sector.This prediction,of course,assumesthat the
cost of obtaining the expandedquantitiesis not
prohibitive. All the studieshaveattemptedto take
some account of the impact of possibleprice
changeson demand.’

PROJECTED NATIONAL DEMAND AND
ASSOCIATED PRICE EFFECTS

Projectionsfrom threestudiesof lumber pros.
peelsare summarizedin Chart 1. Lumberproduc-
tion is not, of course,the only outlet or potential

See for example:

Davs, John, The outlook for the Canadian forest indus-
tries; Ottawa, Royal Commks~onof Canada~s Economic
Prospects, 1957. 261 p.

Guthrie, J. A. and Armstrong, G. R., Western forest in-
dustry, an economic outlook; Baltimore. Johns Hopkins Press,
PcE :he.~for Resources for the Future, Inc., 1961. 324 p.

Stanford Research Institute, America’s demand for wood
1929-1915; Tacoma. Weyerhaeuser Timber Co., 1954. 94 p.

U. S. Forest Service, Timber resources for America’s
future; WashIngton, D. C. Govt. printing office. U. S. Dept.
of Aqriculture, Forest research report no. 14, 1958. 713 p.

logs and bolts is still relativelyminor in our re-
gion, but it hasexpandedin recentyears.

The projectionsmadein thesestudiesare con-
ditional statements,rather than predictions. for
theyare basedon severalmajor assumptionsabout
the state of the economy, its productivity, and
level of activity. Most of the studiesassume:(1)
that the addedvolume of materialscalledfor will
beforthcomingonly at higherrealprices,and (2)
that the higherprices, in turn, will stimulatethe
substitutionof other materials for wood and the
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redesigningof wood-usingproductsto getby with
less wood.Theseconditionswould largelyextend
long-termtrendsof the past.

By 1975, all these projections agree, United
Stateslumberconsumptionshouldincreaseseveral
billion board feet abovethe midcentury level of
about 41 billion feet. Interestingly, however,the
amount of lumber actually consumedper year
since thesebasedatawere projectedsuggests,if
anything, a downward drift, with sharp fluctu-
ationssuperimposedfrom yearto year.

By and large, the studies claim that United
States lumber production can expand only by
drawingon more of the highercost sources,with
accompanyinghigherpricesandsomesubstitution
of competing materials. Most studiesagreethat
the largestshareof any projectedincreasein lum-
ber production in the United Statesmustbe sup.
plied by western softwoods,which currently ac-
count for two-thirds of the nation’slumber supply.
Theseforestsof the West will probably haveto
supply virtually all the expandedoutputto 1975.
The Rocky Mountain Statesin generaland our
region in particular have substantialmarginal
forestlands; industrymustextenditself into these
lands in responseto growing national demands
and to the eventualdepletion of the good accessi-
ble old growth stands locatedprincipally in the
Pacific Northwest.

Improvedtechnologyandmachineryhelp push
at this margin from the otherside, to makefor-
inerly bypassed stands commercially feasible.
Additionally, the relatively small and scattered

marketfor lumber in the Mountain Statesis ex-
pected to grow fairly rapidly during the years
ahead.

Thesetrendsall suggestthat prospectsfor con-
tinued expansionof the timber industry in our
districtaregood.

HOW MUCH EXPANSION
POTENTIAL?

Any attempt to project regionaloutput quanti-
tatively is hazardousat best.Wecanderivea very
crude indication of the possiblemagnitudeof ex-
pansionby applying a projectedprice increaseto
the scheduledevelopedin the first article of this
series.The resultsareshown in Chart 2. For our
purposeswe might reasonablyassumethat the

Chart 2—Conjectural relationship between
the region’s lumber production and
real price of lumber

real price of lumber will rise about 20 per cent
from current levelsto 1975. If othercircumstances
remainunchanged,suchanincreasewould expand
theeconomicrangeof profitabletimber operations
in thedistrict. The correspondingoutput increase
of roughly a tenth or moreis physically feasible,
but it pushesoutput fairly closeto the maximum
sustainablelevels of sawlogproductionas assessed
in earlierForestServicestudies.

Howevergeneral,this projectionshouldempha-
size that several of the basic factors that have

This article is the third and last of a series
based on a study recently published by the
Federal Reserve Bank of Minneapolis. Read-
ers interested in obtaining copies of the
original 64-page study, The Timber Econ-
omy of the Ninth District West, by Clar-
ence W. Nelson. may secure them at $1.00
per copy by writing Publications Section,
Research Department, Federal Reserve
Bank, Minneapolis, Minnesota (55440).



stimulatedregional timber expansionin the post-
warperiodare likely to operateover the next dec-
adeor longer. The magnitudeof expansionis not
limited by physical factors,sincethe physical po-
tential is extremely large relative to current use.
The magnitudeof expansionwill be limited prin-
cipally by the opportunitiesfor profit, and these,
in turn, are strongly influencedby productprice.

PRODUCT AND AREA OUTLOOK:
A MORE COMPLICATED PICTURE

As we havealreadystressed,to speakof a single
generaldemandfor timber greatly oversimplifies
the case. In practice, we havea wide variety of
gradesof raw materialsanda varietyof products,
each of which has a somewhatdifferent market
outlook. Furthermore,some of the forest mate-
rials availablein the district presentspecialprob-
lems,andconditionsvaryfrom areato areawithin
the district.

Estimatesof sustainableproduction prepared
for a 1959ForestServicestudy(seeTable1) pro-
vide a more realistic insight into expansionpros.
pects.Theparticularproduct breakdownshown is
not a predictionof what is likely to happen.But it
does reflect a division of logs among a varied
grouping of industries that appearedto Forest
Service analysts to offer balancedutilization of
materialandto correspondto a desirablemanage.
ment programif applied to all forests.

In general,we cannote from Table1 thatmost
of the physical expansionpotential lies in smaller
size and lesserquality products.Expansionfactors
are very largefor poletimberproductsin all areas
and very small for sawtimberproducts.The data
in Table 1 also illustrate projectionsfor specific
areaswithin thedistrict, asfollows:

Western Montana
In westernMontana, the sawtimberpotential is

largely used up. Somelocalities, as pointed out
earlier, havemore headrigcapacity than timber
production potential. Hence, the Forest Service
envisionssome reduction in sawmill capacity in

western Montana. Indeed,the industry in general
expectslittle expansionin lumbering in that area.

Table 1 also indicatesthata considerablejump
in sawlogoutputwould be allotted to veneerpro.
duction in westernMontana.Attuned to the rapid-

TABLE 1—ESTIMATEDSUSTAINABLE ANNUAL PRO-
DUCTION COMPARED WITH ACTUAL 1957
PRODUCTION FOR VARIOUS FOREST PRODUCTS

Estimated Expansion p.rmissibl.
Product production to .stima+ed sustain-

1957 able production
Western Montana levels
Lumber and

dimension 8 12MM bd. ft.” — 62MM bd. ft.
Veneer 8MM bd. ft. + 72MM bd. ft.
Large poles

(30’&longer) OMMbd.ft. + l5MMbd.ft.
Subtotal 830MM bd. ft. + 25MM bd. ft.

Small poles
(less than 30’) 93M pieces + 407M pieces

Pulpwood 4M cords +I,230M cords
Fiberboard 0 + 20CM cords
Fence posts 270M pieces +3.330M pieces
Chemical wood 0 + 88M cords
Fuelwood 94M cords + 6M cords

Subtotal 8,264.5M Cu. ft. +1 l4,975.5M cu. ft.
(cu. ft. equivalent)

Eastern Montana
Lumber and

dimension 130MM bd. ft. + 185MM bd. ft.
Veneer 0 + 48MMbd.ff.
Large poles

(30’& longer) 3MM bd. ft. + I7MMbd.ft.
Subtotal 133MM bd. ft. + 250MM bd. ft.

Small poles
(less than 30’) 91M pieces + 309M pieces

Pulpwood 23M cords + 961M cords
Fiberboard 0 + 160M cords
Fence posts 4MM pieces +2,836M pieces
Chemical wood 0 + 92M cords
Fuelwood 86M cords — 0

Subtotal 9,252M cu. ft. +91.363M cu. ft.
(cu. ft. equivalent)

Black Hills
Sawtimber products 50MM bd. ft. + 35MM bd. ft.
Poletimber products 12M cords + 108M cords

ider Forest Service recommended management pro-
gram.

= 1,000; MM = 1,000.000.
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lv expasidingplywood market, veneer production expansionof sawtimbercuttings in easternMon-
clearly offers the bestprospectsfor growth in the tanawould be contingent on the developmentof
wood-using industr in that section. The area’s industriesalso usingthe small treesbecause:(1)
industry hasalreadyset its sightswell beyondthe the costs of developingthesestands(whichtend to
veneerlog consumptionlevel suggestedin Table1. be moreremotefrom mill sitesthan thosein west-

The problem of dividing the available larger em Montana’) can be sharedby severalusers,and
material sawtiniber-size logs) in western Mon- 2 balancedcutscan be madein accordwith the
tanabetweenvarious possibleuseswill have to be over-all managementplan. The indicated expan-
workedout by the timber processorsin response sion potentialof 185 million boardfeet of lumber
to marketcriteria. Since thereis no oversupplyof would supply roughly ten moderate-sizesawmills
large logs, competitionwill probably force con- 80,000boardfeetperday lumber output).
siderable readjustmentin the industry’s opera. ~everaInew types of operation,including fiber-
tions. boardand chemicalwood plantsnot now present

Most western Montana plywood producers in Montana,are visualizedin the ForestService
prefer to take large logs, but they do not require projection; these would take advantageof ma-
the best grade logs, since the sheathingplywood terials in someof the sizesand gradesnot usable
producedat theseplants doesnot demandclear in more conventionaloperations.But the sector

logs. Most would preferto sell or tradeclear-type with the most impressiveexpansionpotentialhere,
butt logs to sawmillsandto usethe cheaperlarge as in westernMontana,is pulpwood.
common logs in their plywood plants. As a result

f ~. - . Black Hills
0! tnese conaitmons, mumoer mitis may move
toward the use of small common and large clear Timber output in the Black Hills currently falls
logs exclusively, well below capacity.A privatesurvey of possibili.

Market adjustmentsamong speciesmay be in ties for sawmill expansionin the Black Hills in-
the offing, too. Increaseddemandfor Douglas-fir dicatesthat at least onenew sawmill of moderate
and especially for larch to meet expandingply- Sizecould besupportedby the availabletimber. As
wood and dimension requirements,accordingto in Montana,competitiveelimination of marginal
the views of some industry authorities,will even- mills is likely to continue.Here, too, the unused
tually boost pricesof thesespeciesabovethose of pulpwood or poletimberpotential is still substan-
ponderosapine, reversing the traditional prefer. tial.
encesand price relationships.

The smaller material (poletimber) in western PULPWOOD RESOURCES AND
Montanashowsvery largeexpansionpossibilities. REGIONAL PULP AND PAPER
In Table 1, mostof this is recommendedfor allo-
cation to pulpwood, which we shall discuss later. INDUSTRY

The outlookfor pulp-makingis harderto evalu-
Eastern Montana ate than are the prospectsfor lumber and whole

The potential for sawtimberexpansionis rela- wood products.We do know that demandsfor
Lively greaterin easternthan in westernMontana. wood fiber products are universally expeete(l It)

The figuresin Table1 indicate that productionof continueexpandingsharply and that this district
lumber could be doubled at the very least,while has very large suppliesof pulpwood available at
increasingthe cutting of sawtimber-sizetrees for low cost at the site. ~\cvertheless,the economicsof
veneerand largepoleoperations.Actually, accord- pulp- and paper-makingare much different from
ing to the ForestServicecalculations,someof the thoseof lumber,and onecannotforeseethe extent
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to which the nationalpulpamid paper industry will
chooseto dependon district wood sourcesby the
year 1975.Wesaw in the caseof softwoodlumber
that if time economy wantsto obtain the increased

(luantities projected, the Rocky Mountain States,
including our timber region, must share more
heavily in its production. Thepulp and paperin-
dustry, however, facesdiversealternativesboth as
to location andas to type of raw material.

Oily in the last decadeor so hasthe pulp and
paper industry chosento locate its pulp-making
facilities in the MountainStates.Mills in Wiscon-
sinhaveusedsomesoftwoodpulpwoodfrom Mon-
tanaand Colorado rather than shifting come of
their own operationsto the siteof readily avail-
ablesoftwoodsupplies.Oneof the big drawbacks
of the mountainareahas been its distancefrom
major markets; a mill located in the Mountain
Stateswould havebeen in poor position to com-
petewith Pacific Coastmills for coastalmarketsor
with LakeStatesmills for midwesternand eastern
markets.Thus the Mountain Stateshavebeende-
cidedlysecondaryin competitiveattractivenessfor
investmentduring the postwarperiod. Meanwhile,
majorexpansionsof facilities haveoccurredin the
Southand in time Pacific Northwest.Althoughpulp-
wood suppliesin theseareashavebecomeincreas-
ingly committed to existing plants, ample head-
room still existsfor expansionin bothareas,espe-
cially in the South.

If nationalpulp requiremmientsgrow as much as
expected,2considerablepulping capacitywill have
to be added.But sinceplant sizes and capitalre-
quirementsin the paper industry are very large,
location decisions must be based on a careful
weighing of many market, raw material, and op.
erating factors. Projections made in the studies
we havecited earlier indicatea near doublingof
pulpwood consumptionover the quartercentury
1950to 1 975, asshown in Chart3.

2 Current pulp output levels actually exceed a number of
vinteqe 1950 expectations for qrowfh. Lumber production, in
contrast, has fallen well short of most projections made a
decade ago.

Chart 3—Projections of United States pulp-
wood consumption and production to 1975

Assumingan averageindicatedrateof growth,
the pulpwood consumptionwould haveto expand
by 13 million cords annually between1960 and
1975 in order to turn out an additional 19 to 20
million tons of paperand boarda year. This ex-
pansion would require the equivalentof roughly
60 largenew pulp andpaperplants (300,000tons
annualcapacity).

Justhow much of this new capacitymight find
its way into our districtby 1975 is an opt-n ques-
tion. The StanfordResearchInstitute’sprojections
for major regionssuggestthatabout 60 per cent
of the expandedoutput will come from forests
of the South.About 20 per cent will comefrom
westernstates,mainly arising from expanded use

of mill residues.The greatbulk of the western
states’ pulp-making capacity is locatedin coastal
WashingtonandOregon,andmostof thefutureex-
pansionis expectedto occur there. Westernpulp-
wood requirementsare projectedby SRI to rise
from six million cords in 1960 to nine million
cordsannuallyby 1975.

Giventheanticipatedgrowth in nationaldemand
and the prospectthat populationgrowth and in-

(Continuedon pap,e 10)
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conditions.

idespreadprecipitation throughoutmuch of beexi tlepressedby Iu~serpricesfor cattle andsome
the districtduring May correctedthe subsoilmois- otherfarmproducts.Nonagriculturalemployment,
turedeficienciesandprovideda strongstartto the for example,is up only 1 percent from year-ago
new crop season.Stockwater reservoirsalso were levels,andthe district’s index of departmentstore
refilled by the run-off. Surprisingly,thedriest part salescontinuedweak through April.
of theregionby late May wasthe ChippewaFalls Nevertheless,most of the largerbusinessfirms
areaof Wisconsin. In the extremewesternareas in the areaare planning to expandoutputduring
heavysnow fall in the mountains in late winter this secondquarterand, assumingnormal crops
and early spring increasedthe snowpack much this summer,theregion shouldfarequite well.
above normal, thus insuring generousirrigation in districtbanking,a morevigorousdemandfor
water suppliesin 1964. loanswas observablein recentweeks,particularly

In most areas,the district’s over-all economyis demandsat countrybanksfor loansto financenew
seenas expandingmoderately.Total personalin- cropoperations.Commercialand industrial loans,
comeshave leveled off recentlybut were still 4.5 however,have increasedonly moderatelythrough
per cent aheadof April 1963. Bank debitshave lateMay, reflectingin part a lack of credit demand
continued to expand, rising about 13 per cent for businessinventory buildup. Recentincreasesin
aboveyear-agolevels.Thelatestdataon construc- all loans and lack of a comparabledeposit re-
tion as measuredby new building permits and sponsehaveresultedin a slight increasein loan-
contractawardssuggestincreasedactivity. Statis- depositratios.At country banks this ratio of 51.9
tics on the industrial use of electric power also percent is nearthepostwarpeakof 52 reachedin
continueto improve, indicating higher industrial June,1961.This trend,along with a trendtoward
output in the region. Finally, iron ore shipments net purchasesof federal funds by district banks
from the Lake Superiorports got off to an early and some increasein borrowings at the Federal
start with 3.7 million tons shipped during April ReserveBank of Minneapolissuggesta slight de-
comparedwith only a half million tonsshippedin dine in bank liquidity duringrecentweeks.
April 1963.

On the otherhand,somedistrict measurescon— The following selectedtopics describeparticular
tinue to show a lack of vigor. Farm incomeshave aspectsof th~districi~current economic scene.
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FEED GRAIN PROGRAM totaled $44 million, more than twice the advance

Farmerparticipation in the 1964 Feed Grain of lastApril and one-thirdmore than the average
Program will add an estimated$107 million to April increase.Loans at countrybanks,reflecting
district farm income through acreagediversion in part a heavierdemandfor farmcredit in order
payments.As shown in the tablebelow, a larger to carry out 1964 operations,rose $27 million to
proportion of farms participated in the program accountfor mostof the increasein thedistrict. The
in thedistrict than in theUnited Statesas a whole. rise at city banks,thoughnot assizable,wasnever-
Thosedistrict farmers in the program, however, theless strong relative to comparableperiods in
typically took a smaller proportion of their base thepast; thegain totaled$17 million, abouttwice
acreageout of production than the over-all aver- the usual increase. While loans to brokers and
age. dealersand “all other loans” advanced,loansto

nonbankfinancial institutionswere steady, in con-
trast to their usual decline. Both thesetrendsac-

1964 FEED GRAIN PROGRAM PARTICIPATION countedfor the relatively strongerperformanceof

Proportion total loans. Commercial and industrial loans at
of base

Proportion acreage city bankswerealso up, butthe risewasrelatively
of total divert.d Diversion small.

Proportion base on partici- payments
of farms acreage pating (millions The April advance in district bank loans was

participafing dverted farms of dollars) partially offset by a contra-seasonaldecline of $16

million in investments, a declinewhich occurred
Minnesota 57% 26% 37% 59 for the mostpart at city banksandreflectedsales
tviontana 40 28 of Treasurysecuritiesmadeto accommodateloan
North Dakota 65 30 40 21 expansionas well as to compensatefor reserve
South Dakota 49 22 37 20 losses.As a resultof the dropin investments,total
4 States 55 26 38 107 creditat district memberbanksadvancedonly $28
U. S. 41 26 44 923 million during the month, somewhatmore than

lastyear but lessthan the averageApril increase.

In general,the larger farmsfound the program The April increasein loans,coupledwith a de-
advantageous;the55 percentof thedistrict farms chime in deposits,brought loan-to-depositratios to
participatingaccountedfor almost 70 percent of higher levels.At countrybanksthe ratio increased
thedistrict’s feedgrain acreage.Peracrediversion to 51.9percentat theendof April, only one-tenth
paymentsrangedfrom a low of $11 in North Da- of a point below thepostwarpeakof 52.0 percent
kota to $26 in Minnesota. The district average reachedin June1961. At city banksthe loan-to-
amountedto $18 peracre,as comparedwith ana- deposit ratio rose to 57.6 per cent, still several
tional averageof $27 peracre. pointsbelow the peakof 61.7 percentattainedin

May 1960.

BANK CREDIT
Outstandingloans at district member banks,

aftershowingonly a normal seasonalrise during
March,movedup somewhatfasterinApril (March
25 to April 29) as both country and city banks
expandedloan portfolios abovethe seasonalrate.
The gain in loans, excluding interbank loans,

Statistical review available
-‘I -

Copies of -f-he 1963 Annual Sfatisticai Review,
presenting date for prindp~Istatistical series
rclatinq ~othe Ninth Federal Reserve di~rct,
are now availab’e from the Research Depart-
ment of this bank.
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Prospectsfur the region’s westernso/i’u;oud~zruiu~tiy:

continuedfrom page7)

dustrial developmentwithin theRocky Mountain. chargedfor theoperation. Location requirenielits
GreatPlainsareawill also continue,the likelihood thereforeincludenot only central accessto a suf-
that additional pulp- and paper-makingcapacity ficiently large supply of timber or mill residues
will he located in the region seemsgreat.Mon. but also location alongsidea stream coursewith
tana’sfirst pulp andpapermill has now beenop- adequatewaterflow.
cratingfor some six years,anda secondonewas From all theseviewpoints. westernMontanaof-
proposedat about the sametime, although actual fers the best sitesin the region. All mill sites are
constructionhas beendelayedindefinitely. Plant closer there than they are in other parts of our
expansion,now an accomplishedfact in western region to blocks of timber and to largerconcentra-
~\lontana,indicatesthat for sometypesof pulpand tions of sawmillsfrom which chippedmill residues
paperproductionthepointof profitability hasnow may be taken. in easternMontana, for example.
beenreached, streamflows are not quite aslargeor regular,and

The Forest Serviceconcludedfrom its studyof otherwisesuitablesites are locatedin open areas
Montana’scapabilitiesthat under its hypothetical far from blocksof timber. Somesitesalreadyhave
allocationof productsmorethantwo million cords too much existing pollution (e.g., the Billings-
of pulpwood could be cut on a sustainablebasis. ham-din area),accordingto surveysmadein con-
Since the state’s live pulpwood cut is small, and junction with the United StatesPublic HealthDe.
sincethe new pulpmiii operatingat Missoulauses partmentand the MontanaBoard of Health.The
only sawmill residues,practically no inroadshave Black Hills uplift has no really adequatestream
beenmadeon the immensepotentialof live timber. flow for pulping; private interests have investi-

gatedwithout apparentsuccessthe possibilitiesof
Potential pulp mill sites a smallmill (50 tonsperday) usingwell water to

In contrastto the fairly generalavailability of augmentlocal streamflow.
sawmill sites,the numberof sitessuitablefor pulp Althoughwe havetalked in termsof suppliesof
mill operations is relatively restricted. For one live pulpwood, the actualpotential raw material
thing, under foreseeablecircumstancestherecan basefor pulp operationsis larger.For thewestern
be no suchthing asa small pulpmill. In orderto statesa~a whole, abundantsawmill residuesoffer
be efficient and competitivetoday,pulp mills nmust a far better opportunity for expansionthan do
be constructedon a large scalewith a minimum whole wood log-. In Montana.somecapacity for
suitablecapacityof at least200 tonsof pulp a day. expandeduseof mill residualsexists.The Waldorf-
Capital requirementsfor such a mill would be Hoernerplant at Missoula, with a 500-ton daily
greater than $5,000,000,conipared with about pulpcapacity,requiressome250,000unitsof chips
$500,000to $1,500,000 for a medium sawmill per year. Existing Montana sawmills, mostly in
(100,000boardfeet perday) andless than$100,. the northwesternpart of the state,conceivably
000 for a small stud mill, couldproducemorethan twi-e this amountat their

Furthermore,pulpmills needvery largevolumes currentoperatingcapacities.
of water, not so much for the processitself as for While the economicsof procurementremain
diluting the wastesthat ultimately must be dis. unknown,vaststoresof deadwoodexist, andmuch
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of this wood is suitable for pulping. Testsby the lugging costs, this potential is not quite as large
CSI)A Forest ProductsLaboratoryshow that the as was originally expected.Continuedexpansion
deadtrees retain excellent pulp properties,even in sawmill operationsdependsto a largeextenton
after long periodsin dry storageon the stump. thesuccessof thenew sawmillsdesignedto handle

In short, the supply of raw material for pulp- the smallersize lodgepolepine. There is room for
making in the district’s west is enormous.Eventu- developmentof variousotherwholewoodproducts
ally, given continuednational growth, severalof usinglarger treesizes.
tile potential pulp mill sites will be actively occu- In the Black Hills area moderate sawnmill ex-
pied. The paceof expansion,however,will prob- pansionis possible,and the substantialpulpwood
ably continueto be slow, largely becauseof the or poletimberpotential is largelyuntapped.
relative remotenessof our areafrom major mar- Even if correct in general direction, the fore.
kets. going survey of expansionpossibilitiesoverlooks

a number of coniplexities. Product markets for
SUMMARY OF PROSPECTS AND

lumber and many derivedwood productsare sub-
IMPLICATIONS ject to strong cyclical fluctuations.Purchasers of

The available unused timber volumes in ~ public timber mustyield to the constraintsarising
regioncould supportan increasingharvestof wood fromn public policy (for example,policies of mnak-
from all major areasin responseto growing na- ing sales in small quantitiesso as to maintain
tional demands.The form and location of added existingmills) andmay thusnotheableto commit
processingcapacitywill vary, with the bestoppor- large capital investmentsfor future expansion.
tunity for pulp expansionin westernMontanaand Natural catastrophes(such as the spruce bark
perhapsthe best opportunity for additional new beetle infestation) may createpressuresfor tem-
sawmill capacity in eastern1\Eontana. porary expansionin particularspeciesor products.

As we mentioned before, western Montana ~ Thus, the real-world marketdoesnot allow for

close to saturation— and in somesections,over- steadyand predictableintroduction of new plant
capacity— in sawmillcapacity.Tile ForestService capacity.Ownersmay completecapitalexpansion.
haswarnedthat thehigherquality speciessuchas plannedto takeadvantageof expectedlonger.term
ponderosapine actually arebeingtakenat a great- growth in demand, only to face a slump in the
er than sustainablerate in this sectorof Montana. market and depressedproduct prices for two or
But evenwith thesequalificationsthepotential for threeyears.The inroadsthat may be madein the
expansionin wood volume is considerable.Saw- meantimeby wood substitutes,new uses,or wood
mill nunmbersactually may declineunder the cir- products from areas outside the district may
cumstances,but a largervolunme of wood process. throw other difficulties in the way of profitable
ing is possiblenevertheless, operation. I)eeisions in the past have had to be

The picture is different in eastern Montana, niadein just this sort of environment.No mnatter
wherethe greaterroomfor expansionhasbrought how stronglypast trends suggestthat the future
a relatively faster growth in sawmnills since 1950. marketwill ultimately grow, decisionsto investin
The potential is still large; but becauseof the such facilities inevitably involve a gamble.
rough topographyandincreasingdevelopmentand — CLARENCE W. NELSON
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