Valuing Kentucky’s
Woodlands and Their Owners

by Jeff Stringer, Billy Thomas, Bobby Ammerman, Alison Davis

The forest industry in Kentucky is a significant economic
force, estimated to have provided $14.6 billion dollars to
the state’s economy in 2015. While the forest industry is
credited for this economic contribution, it is family forest
owners who provide the timber resources that are respon-
sible for a significant portion of this $14.6 billion, a fact
that is often overlooked. This article provides information
on the forestry sector’s contributions to Kentucky in 2015
with a focus on the importance of woodland owners provid-
ing the timber resources that drive the sector.

2015 Economic Value of a Harvested

Woodland Acre in Kentucky

A large part of the $14.6 billion forestry sector contribu-
tion is based on the harvesting of Kentucky’s woodlands.
Economic, timber product output, and timber sales data,
the later provided by members of the Kentucky Association
of Consulting Foresters, were combined to determine the
economic impact of an average acre of harvested timber in
Kentucky. This includes revenues for landowners selling
timber and revenues from logging, milling, residual prod-
ucts such as bark, and secondary industries that use lumber
and other primary products. Therefore, every acre of timber
that is harvested yields significant returns, not just for the
landowner, but for the Commonwealth as a whole. Analysis
shows that each acre of woodland harvested in 2015 was
responsible for producing $23,964 in direct revenues and

a total economic contribution of $39,743 to Kentucky’s
economy (Figure 1). In 2015, the average value of stand-
ing timber was $0.29 per board foot or $1,030 of revenue
for the landowner for each acre harvested. The average
harvested acre also provided $794 in direct revenue for
the loggers who cut and haul the timber. The majority

of our timber is processed at mills in Kentucky resulting
in $5,294 in direct revenues for sawmills and $4,909 for
pulp and paper mills. By-products such as bark from the
mills also are an important revenue generator, yielding
$3,322 per acre of timber harvested. Finally, our second-
ary industries that manufacture finished furniture, furni-
ture parts, flooring, barrels, and a host of other products
contribute significant added value to the forest sector
yielding $8,615 per acre of harvested timber. In total,
one acre of timber harvested results in $23,964 to the
Commonwealth in direct revenue and a total of $39,743
including indirect and induced revenues. Does this mean
that every acre of woodland harvested in Kentucky is
worth $1,030? Not necessarily, because of a wide variety
of variables such as location, age, quality, quantity, ac-
cess, and market demand, the timber value of a woodland
acre will also vary. It is also important to understand the
significant economic contribution that each step in this
chain provides as well as the significant investments

in personnel and equipment costs that are required to
convert standing trees into the wood products we all use
every day.

Figure 1. Cumulative Direst Economic Impact of a Harvested Woodland Acre
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The Forestry Sector in 2015

The forestry sector, from logging to manufacturers

of finished wood products, had an estimated direct
economic impact of $9.1 billion and a total economic
impact of $14.6 billion in 2015. This represents a sig-
nificant increase over 2014 and an upward trend since
2012, when statistics were first compiled by the authors
for this sector'. This economic sector also directly em-
ployed 28,408 and contributed to total employment of
62,455, resulting in over $1.5 billion in earned income.
This sector includes 713 manufacturing facilities and
more than 1,200 logging firms. The presence of this
industry in 109 out of 120 counties as well as loggers
in 119 out of 120 counties indicates broad distribution
of the $14.6 billion and highlights the importance of
this sector to rural communities (Figure 2). However,
as indicated by the clustering of industries in urban
areas, forest industry is also an important economic
force in many of our metropolitan areas. These indus-
tries include sawmills, pulp and paper mills, and a wide
variety of secondary producers such as cabinet, barrel,
and flooring manufacturers. The number of facilities
increased slightly as 10 new facilities came online in
2015. Since the recession that started in 2008, the over-
all forestry sector has been steadily gaining ground with
increases through 2015.

Kentucky Log Values

The majority of our timber resource is harvested

as roundwood, ranging from veneer logs to $2,000
pulpwood, and the Kentucky Division of Forestry g g0
tracks the delivered prices for all of these. The e
2015 sawlog production estimate of 762 million c
board feet indicates that Kentucky remains one of ~ ®4%
the leading national producers of hardwood forest ~ $1,200
products. While the overall strength of the for- $1,000
estry sector increased in 2015, the year resulted 4800 |
in mixed pricing trends for many roundwood 8

products. Sawlogs used to produce lumber varied

Figure 2. Kentucky Wood Industries
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Source: Kentucky Master Logger Database and Kentucky Forest Products Industry Directory

2014 (greater than 30 percent for all grades) but all grades

plateaued in 2015.
Tie logs, used for the production of railroad cross ties

and stave logs for the production of barrels both continued

an upward trend in delivered log prices in 2015. Tie logs

increased compared to 2014 and oak tie logs reached almost

$400/MBF, outpacing non-oak tie logs, the first time this

Figure 3. Delivered Grade 1 Sawlogs Prices for
Major Species in Kentucky
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significantly by species. For example, grade one e f i e S /
logs (higher quality logs yield high quality lum- s200

ber) of yellow-poplar and black walnut exhibited o -
increases in delivered mill prices in 2015 (Figure S & & LS 7»“ s
3). Yellow-poplar increased by over 6 percent

and black walnut increased 22 percent, the latter g

continuing a significant upturn since the end of 51:800 /—_//

2013. However, other important species such <1200

as white oak, red oak, and ash remained stable $1,400

or declined in value in 2015. Red oak lost 13 $1,200 e

percent of its delivered log value for the highest $1,000 o

grade logs, and white oak decreased 11 percent $800 T/Q’/B\L——Q\\E_Q

in value. Delivered price for higher quality ash o600 e "

logs remained stable in 2015; however, lower 2:22

quality ash logs lost significant value in 2015. 4 2014 2015

Hickory had increased significantly in value in

"This article was based on “Forestry Economic Impact Report 2015,
University of Kentucky, Cooperative Extension Service, Department of
Forestry, FORFS 16-02. www.ukforestry.org
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Source: Kentucky Division of Forestry's Delivered Log Price Data comparison
between the 4th quarters of 2014 and 20135.




Figure 4. Delivered Tie Logs Prices in Kentucky
uarter ($/MBF)
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has happened since 2008 (Figure 4). Stave logs, high
quality white oak logs used to produce barrel staves, 2008-2015 by Q
reached $1,300/MBEF in the fourth quarter of 2015, g R :
a 27 percent increase compared to the fourth quarter .
of 2014 (Figure 5). This increase corresponds to the
increase in projected worldwide whisky sales and is
likely to continue.

Forestry Sub-sectors

The forestry sector is comprised of six sub-sectors,
including logging, primary milling (primarily
sawmilling), pulp and paper, secondary manufac-
turing (finished products and components), paper
converters (industries that make finished paper
products) and residues (primarily bark). While the : . = —
entire forestry sector saw an increase in 2015, there Pl 2008 ' 2012 2013
were significant differences in how each sub-sector —
performed. Sources above and below: Kentucky Division of Forestrys Delivered Log Price Data

Logging: Logging firms had a direct economic impact Figure 5. Delivered Stave Logs

of $169 million in 2015, an increase of 27 percent over Prices in Kentucky 2008-2015 by Quarter ($/MBF)
2014. While this is the smallest sub-sector it argu- —_— = e =
ably has the largest impact because of the harvest- o

ing and delivering the raw material for many of our

forest industries.

Primary wood manufacturing: Primary manufac-
turing, comprised primarily of sawmills producing
lumber, cross ties, and other dimensional products,
increased significantly, over 32 percent, compared
to 2014. This sub-sector increased production and
revenues without a similar increase in employment.

This indicates a capacity that has been under-utilized
over the last several years. b L "N
2 2012 2013 2014 2015 =

Secondary manufacturing: In contrast to primary

manufacturing, secondary manufacturing slipped to Wickliffe mill in November which is now scheduled to close

$1.84 billion from $2.04 billion in 2014, a 10 percent this summer. This sub-sector is expected to decrease signifi-

loss, with a reduction of approximately 1,000 employees. cantly in 2016.

The reduction in secondary industry production is impor- )

tant as this sub-sector provides considerable indirect and Paper converters: Paper converters use paper produced in

induced impacts (almost equal to the direct contribution) pulp and paper plants and manufacture-finished paper prod-

to Kentucky’s economy. ucts, including packaging. This sub-sector is large and grew in
2015. Many of these facilities are located in urban areas and

Pulp and paper: use paper that does not necessarily come from Kentucky.

Kentucky’s pulp _ o
and paper manu- Wood residue: Wood residues from both sawmilling and

facturing occurs [0S BRI  sccondary manufacturers, including bark and wood mulch,
, increased in 2015, providing a direct contribution of over $710
million, up 34 percent over 2014.

in two facilities:
one located in
Hawesville (Dom- [

tar Corp.) and Sub-sectors outlook: Most economic forecasting indicates

one in Wickliffe overall stability in 2016 for the sub-sectors with the exception
(Verso Corp.). of pulp and paper and logging. The idling of one of the two
Pulp and paper pulp and paper facilities in Kentucky in November 2015 may
decreased in 2015 e vt — result in a 30 to 40 percent reduction of this sub-sector in 2016

due primarily to " P"’l”t’;‘e"'r‘: mar ﬁ;;;;;ijffz " 1[2; » ;’Z Zf”e”ed by if the plant does not reopen. Likewise, logging may be volatile
the idling of the owing to the reduction in this market for Western Kentucky
loggers.
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Kentucky Wood Exports in 2015
Wood related exports increased in 2015 with $295 million
shipped compared to $272 million in 2014 (Table 1). While

Table 1. Top 5 Kentucky Wood, Paper, and Pulp
Exports in 2015 (Millions)

Wooden Casks (Barrels) $103,287,884
Oak Lumber $67,927,578
Hardwood Lumber $25,085,404
Ash Lumber $15,898,818
Railroad Ties $12,341,996

Source: U.S. Department of Agriculture Foreign Agricultural Services

Asia significantly increased its imports of Kentucky wood
products in 2015, Europe is still the leading export purchas-
er. Oaks continue to dominate Kentucky wood exports, led
by wooden casks (barrels) at over $103 million, followed by
oak lumber at over $67 million, accounting for over half of
all wood-related exports.

While woodland owners are critical to Kentucky’s eco-
nomic health, the woods they own provide many environ-
mental and societal benefits that largely go unappreciated.
These include ecosystem services, such as clean air and
water, carbon sequestration, biodiversity, and wildlife

habitat, not to mention providing Kentuckians and thousands

of visitors with recreational opportunities, aesthetic beauty,
and many other intrinsic values. In total, the contributions of
woodland owners to Kentucky is significant economically,
environmentally, and socially. Our state, forest industry, and
woodland owners all benefit from healthy, productive wood-
lands. Being better stewards of our resources is not only
good for our environment but also for the industries that rely

"

Direct and Total Impacts

Direct vs Total Impacts Economic analyses often use

d total to refer to the nature of the
n industry.

fers to the economic aqtiv-
) directly associated with an

the terms direct an .
economic impact of a give

Direct economic impact re
ity (ex. sales and employees

industry sector. ;
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on them. For those who are not woodland owners, we hope
you gained a better understanding and appreciation for the
contribution woodlands and their owners make to our lives
and the need to support sustainable woodland manage-
ment practices. If you are a woodland owner, thanks for all
you do for Kentucky, and if you need assistance in better
managing your woodland resources, visit www.ukforestry.
org or give us a call.

Data Sources:
A number of data sources were used in this analysis includ-
ing IMPLAN data for 2014 (IMPLAN is a nationally rec-
ognized economic modeling company that aggregates eco-
nomic statistics and develops industry specific multipliers
for calculating economic impact) that was adjusted to 2015
levels based on employment figures from the Kentucky
Forest Products Industry Directory, which is maintained by
the University of Kentucky, Department of Forestry Exten-
sion, and the Kentucky Division of Forestry (KDF). In
addition, other sources include the USDA Forest Service’s
Timber Product Output, KDF’s Delivered Log and Product
Prices, the Forest Inventory Analysis, provided jointly by
KDF and the USDA Forest Service, the Kentucky Master
Logger Program, and Kentucky Forest Industries Associa-
tion members also provided value data used in this report.
The authors thank Kentucky Division of Forestry (KDF)
personnel, particularly Stewart West, for providing neces-
sary and invaluable information to this report; Chris Oswalt
with USDA Forest Service’s FIA unit in Knoxville; Mark
Schuster, KDF coordinator of the Kentucky Master Logger
Program; members of the Kentucky Forest Industries Asso-
ciation; and Terrell Baker with the University of Kentucky
Department of Forestry.
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