HAMPTON AT WILLAMINA 1S #1

SENECA, WEYERHAEUSER MILLS FOLLOW

By

Henry Spelter
pproximately 720

sawmills produce most of

the softwood lumber in

the U.S. The largest 200

of these, ranked mostly
according to 2002 production, are dis-
played in the table on the ensuing pages.
Where the actual production statistic was
not released, it was estimated by sub-
tracting from capacity any lost volume
due to downtime. In a few instances
where neither production nor indications
of downtime were available, capacity
was used to compile the listing.

This year the Hampton mill in
Willamina, Ore. came out on top.
According to a company source the
385MMBF output would have been even
greater but for some downtime taken
during the year. The highly regarded
independent producer Seneca Sawmill in
Eugene, Ore. came in second. It, howev-
er, dropped its third shift in April 2003.
Weyerhaeuser’s Cottage Grove, Ore.
complex rounds out the top three. The
long-time leader, the Simpson complex
in Shelton, Wash., was estimated to have
fallen to fourth due in part to downtime
taken in the course of the year.

Downtime was a common theme in
2002. Lumber prices were weak and
operating rates among the top 200
reflected this. For the 180 mills where
both capacity and production were avail-
able, capacity utilization was 94%.
Dividing reported Canadian and U.S.
output by their total capacities shows an
even lower 90%. And in the 2000-02
period, overall capacity use averaged
less than 89% compared to 92% in 1997-
99. The 3.2% difference is one measure
of the excess that overhangs the soft-
wood lumber industry today. Another is
the amount of lumber production lost to
closures and downtime. Between July
2002 and June 2003, curtailments
reduced output by approximately 3.4 bil-
lion feet or 4.6% of capacity.

Capacity has been building for a num-
ber of years. One Canadian lumber offi-
cial attributes the buildup as having been
induced during 1996 to 2001 by the Soft-
wood Lumber Agreement. In the four
years between 1996 and 2000, Canadi-
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Hampton’s mill at Willamina, Ore. produced 385MMBF in 2002.

an/U.S. capacity surged by some 9 bil-
lion BF. Growth since then has been
negligible.

A more global view shows that since
the mid 1990s the U.S. dollar appreciat-
ed by about a third relative to its trading
partners. The Canadian dollar also
gained, but somewhat less. That handi-
capped North American exporters in
Japan, Europe and the Caribbean. Off-
shore exports are a relatively small por-
tion of total activity and their signifi-
cance is easily overlooked, hut their
effects on the margin have been major.
The 1.2 billion feet that Canadian
exporters have lost since the mid-1990s,
coupled with the 1 billion foot drop in
U.S. exports would have offset the 3.2%
shortfall in capacity utilization. Together
with less pressure from importers, these
would have changed the course of recent
lumber markets in North America.

One measure that should have braked
imports was the combined duty/dumping

27% tariff that the U.S. government
imposed on most Canadian producers in
May 2002. However, Canadian exports
grew by about 2%, as lumber prices fell
to historic lows. We don’t know what
this would have been without the tariff.
Once upon a time a country could pro-
tect its industries from foreign competi-
tion by unilaterally enacting tariffs. In
the contemporary era things are more
complex, bounded by procedures and
conditions that must be met before a tar-
iff is final. In this case the determina-
tions were immediately challenged,
which created uncertainty as to their ulti-
mate outcome. Thus Canadian producers
faced a choice of curtailing and risk
competitors filling the resulting vacuum
or maintaining business as usual, swal-
lowing the extra costs in the hope that
they would eventually he returned.
Attorneys assured Canadian producers
that their case was solid. On that basis it
appears that Canadian producers — » 71
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227 MMBF
220MMBF
219 MMBF
213MMBF
210MMBF
210MMBF
210MMBF
208MMBF
202MMBF
200MMBF
190 MMBF
190MMBF
186 MMBF
182MMBF
181 MMBF
180MMBF
180MMBF
180 MMBF
180MMBF
180 MMBF
178 MMBF
176 MMBF
175MMBF
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160 MMBF
160MMBF
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156 MMBF
154MMBF
150MMBF
150 MMBF
147MMBF

Hampton AffiliateSmmsrmsrmsmamisessanes Willamina,
Seneca SaWMIll wumvesmessrsessmsesssssrmcssnsnens EUGENE,
Weyerhaeuser CO. wmummaminsnCottage  Grove,
Simpson Timber Co... e Shelton,
Stimson Lumber Co., .Forest Grove,
Weyerhaeuser Co. . ..Aberdeen,
Weyerhaeuser Co. ..Longview/Gr.Mtn.,
Weyerhaeuser Co... e Di€rKS,
Simpson Timber Co. ..
Simpson Timber Co....
Hampton Affiliates .. Tillamook, OR
neeeneRANAIE, WA

Sierra Pacific INdUStri€S smmmmmsmmimsnemlincoln, CA

Hampton AffiliateS.es

Weyerhaeuser CO. waussrmsnes T Wright City, OK
Weyerhaeuser CO.umummmmnimsssrsmssensas «Bruce, MS
Sierra Pacific INdUSEIes .uwmmmene e QUINCY,  CA
Weyerhaeuser CO. wummmsFernwood/McComb, MS
Weyerhaeuser CO. wusesasea R— Philadelphia, MS
Weyerhaeuser CO. wmusunsasm Ayden/Greenville, NC
Nextor Fraser PaperS.uuumisasnmnAshland,  ME
Roseburg Forest ProductSussusmsssmess Dillard,  OR
International Paper COrp. s Riegelwood, NC
Weyerhaeuser Co. uummsmsmsmnsesisas we Plymouth,  NC
Weyerhaeuser CO. wuus smesnneeaRaymond, WA
Louisiana-Pacific Corp. ...csewe... Chilco  (Athol), 1D
Hampton Affiliates .uemmsressrnssss R Morton, WA
Potlatch Corp. Warren, AR
[O70] o P PE——— McDavid, FL
West Fraser Timber CO iwnsississssrasisnennas JOYCE, LA

International  Paper
Weyerhaeuser CO. wummsmrmssessssammanmassran: OR
Weyerhaeuser CO. wummummsnmeEUgENe/Coburg, OR
Weyerhaeuser Co. wujmaunaee ENUMClaw/Snoq., WA
Douglas Co. FOr Prod .ueessasssasmanesa Winchester,  OR
Riley Creek LUumber COumuummsssansssanmansss LAClEdE, 10
RSG Forest Products Mist, OR

Potlatch Corp.

Prescott, AR
Georgia-Pacific COrp. uumassesesss C00s  Bay, OR
Baxley, GA
.Estacada, OR
Anderson, CA

International Paper Corp. .. wuleola, AR

Rayonier
RSG Forest Products ..

Sierra Pacific Industries..

Jordan Lumber & Supply Co...w...Mount Gilead, NC
Tacoma,WA
Weyerhaeuser CO. ausmsmmsismrssisrssissrses Warrenton, OR

MankeLumber

Potlatch COrpseseesss e LEWISEON, ID

Louisiana-Pacific ~ Corp. e TR Moyie Springs, ID

Floragon Forest Prod INC..esassass. e Molalla, OR
Louisiana-Pacific Corp.. .. — .Gwinn, Ml
New South INAUSHIES musmurssssrsrsssasreensans Camden, SC
RSG Forest ProductSmumssmmssussssasnanMolalla, OR

Vaagen Brothers Lumber wau. weannes COIVille, WA
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63 140 MMBF
64 140 MMBF
65 138 MMBF
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73 130 MMBF
74 130 MMBF
75 130 MMBF
76 130 MMBF
77 130 MMBF
78 130 MMBF
79 126 MMBF
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85 125 MMBF
86 124 MMBF
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89 122 MMBF
90 120 MMBF
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94 118 MMBF
95 115 MMBF
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98 115 MMBF
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Harwood Products ..esssses ~iBranscomb,CA
«INew Boston, TX
Diboll, TX

. Silver Creek, MS

International Paper Corp..sesmss
Temple-Inland
Joe N. Miles & Sons ...

Stimson LumberCo.. «u PriestRiver, ID

Hood Industries .. .Waynesbhoro, MS
Sierra Pacific Industries wen BUMNEY, CA
Pineland, TX

Seattle-SNoh0MiSh wsetusmssmssicsnsianss .Snohomish, WA

Temple-Inland
Bibler Brothers wsesssmsmmassssnaas RUSSEllVille, AR

Newberry, SC
Joe N. Miles & SONS .uaserans JR— Bogalusa, LA

International Paper Corp

Langdale Forest Products CoO..sumemValdosta, GA
Mead WestvaCo Coltonton, AL
Dequincy, LA
Buna, TX
Gilchrist, OR
Curt Bean Lumber CO. wusmrssrmmararasimns Glenwood,AR

Temple-Inland

Temple-Inland

Crown Pacific

Gulf Slates Paper ussessssssmsisans - Moundville,AL
tRoseburg,OR

Stimson Lumber Co. ...nCoeur d’Alene-Dearmond, ID

Swanson Bros

Georgia-Pacific Corp. -ussssemumammPhilomath, OR
.Augusta, GA
International Paper COrp.sess F—— Meldrim, GA
J.D. Lumber

Weyerhaeuser Co.

International Paper Corp

| PriestRiver,ID
FPineHill, AL
Dodson, LA
Georgia-Pacific  COrp. usssumsssmseans .....El Dorado, AR
Beaver, WA
(O ()11 I == To] | o — IPortAngeles, WA

Weyerhaeuser Co.

Portac ..

International Paper Corp..eussssrasiness Franklin, VA
Noli,OR
Trinity River LUMbDEr CO u.uvumsrsenrunsas, .. Weaverville, CA

Swanson-Superior

Louisiana-Pacific  COrp..sssmisrsen .. Deer Lodge, MT
International PaperCorp. . R Gurdon, AR
Bibler Brothers Idabel, OK
Deltic Timber Corp Waldo,AR
Glide, OR
New South INdUSEIES wmsasens s snanan Conway, SC

TreeSource

Rayonier : Swainsboro,GA

Brookings, OR
Holden,LA
«Shuqualak, MS

. Darrington, WA

South Coast LUMDET w.eermeesis -

Weyerhaeuser Co

Shuqualak Lumber Co..
Hampton Affiliates ...
International Paper Cop... .Maplesville, AL
. Sampit, SC
Bonners Ferry, ID
Perry, GA
‘White Swan, WA

International PaperCorp. ..
Louisiana-Pacific Corp...
Tolleson Lumber Co.
Yakama For Plod

International Paper Corp., .-Henderson, TX

Sierra Pacific INdUStIeS . smesmsesmmnermnssee Camino, CA
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DR Johnson Lumber CO. wusmun-Prairie City, OR
International Paper Corp. Moundville/Tuscaloo, AL
Pope & Talbot Spearfish, SD
Anthony Timberlands wuusmmmemsnnee Bearden, AR

Georgia-Pacific  COrp.cmsemesNew Augusta, MS
Tolleson Lumber Co. wmmsmstsssersassssanan ..Preston, GA
Pacific LUMDEr CO. wuumuessmsassssssspmsmnenmenss FOItUNG,  CA

Temple-Inland Rome, GA

Georgia-Pacific COrp.amsmmemmes:Bay  Springs, MS
Georgia-Pacific COrp..mmesmssemasnsCOlUMbia,  MS
Springfield, OR
Superior Lumber Co. mumumessmeneemnseeGlendale, OR

Rosboro

Travis Lumber Co. ummummsmsmmennnaMansfield, AR
Friesen Lumber Co. smummmmssemenananSt.  Helens, OR
Sierra Pacific INdUSLIIeS umsursmesiChinese Camp, CA
Plum Creek Timber CO. musimesws Kalispell/Evergr, MT
Ola, AR
West Fraser Timber CoO. .aumessmsmssnms HUttig, AR

Deltic Timber Corp.

Georgia-Pacific COrp. wwesmmmsns Cross — City, FL
Sierra Pacific Industries w...Shasta Lake/Redding, CA
Grayson Lumber Corp Marianna/Cypress, FL
Hankins Lumber Co.. .Grenada, MS
Scotch Lumber CO. s Fulton, AL
~.New Bern, NC
e Bauman, OR

wAlbertville, AL
Mead WestvaCo. summmmummmsmsinnns Greenville,  GA

Weyerhaeuser CO0..
Weyerhaeuser Co.

Bowater Lumber Co0.uw

Georgia-Pacific  COrp.ummmmmummiemsaFayette, AL
Georgia-Pacific COrp. mmmssmmsesssProsperity,  SC
wsennnaCarlotta,  CA
Gulf Lumber Co. Mobile, AL

Pacific Lumber CO. uusmsissessnas

RSG Forest Products ssssessremsaneeKalama, WA
Cal-Tex Lumber Co. s Nacogdoches,  TX
Mead WeStvaCo. cmmsrasessmasseasss e SUMMerville, SC
International Paper Corp.ummmemmemOpelika, AL
International Paper COrp. mmmsssssssswmsesee: FOIKStON, GA
Packaging Corp..usmmusmmsssnsmneACkerman,  MS
Weyerhaeuser CO. i ummamenees- Barnesville,  GA
Georgia-Pacific COrp. s Warrenton,  GA

Portac Tacoma, WA

International Paper Corp.sussssmsmenssCamden, TX
Potlatch Corp. Bemidji, MN
Anthony Forest Products wwsuseissemssdrbana, AR
Potlatch Corp

Saint Maries, ID

Gilman Building Products Co. .ummsmmesDudley, GA
Pineland, TX

Gilman Building Products CO.usmeeesisns Fitzgerald, GA

Temple-Inland

International Paper COorp. mwsmseswne Whitehouse, FL
Louisiana-Pacific COrp. mmmumssseenensss Saratoga, WY

New South INAUSEIES mummuessassersrasmaseenen Graham, NC

Louisiana-Pacific COrp. cumusmsssemmnmmsBelgrade, MT
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76 MMBF
76 MMBF
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TAMMBF
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73MMBF
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72MMBF
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71IMMBF

Sierra Pacific INAUStIEeS ummmemnm SUSANVille, CA

Hood INAUSIES wmmssomtssssmsorsisseneammnCOUSNELR, LA
International Paper COrp.uuume. «utCitronelle, AL
Springfield, OR

Sierra Pacific Industries wnStandard, CA

Rosboro

Plum Creek Timber CO. wumumsmssmsasssasinns FOItine, MT
Anthony Timberlands .mwmusmsssanan.Malvern, AR

Boise Cascade LaGrande, OR

TreeSource Tumwater, WA

Boise Cascade

Yakima, WA
Floragon Forest Prod Inc wanananMolalla, OR
Harrigan Lumber Co. ... Monroeville, AL
James River Timber Corp. wmmeammwn=0Old Town, ME
Jasper Lumber Co...eummmessmmnmman W, Jasper, AL
Merritt Bros Lumber CO.urummmsesmassssassan . Athol, 1D
Moose River Lumber Co. mummaM00Se River, ME
Plum Creek Timber CO.uuwwwmweCoOlumbiaFalls, MT

R.Y. Timber Livingston, MT

Weyerhaeuser CO0., e assmnnaMillport, AL
Wilkins KaiSer OlSeN wmsmsmssssrasssassrasssnasss Carson, WA
Gilman Building Products CO.uwmswnaiake Butler, FL
Stimson Lumber Co.uwemmussanseas COIVille/Arden, WA
Sierra Pacific INAUSEIES mummmmsmenmnmiArcata, CA
International Paper COrp. v S€ab0ard, NC

Buse Thr. Sales Everett, WA

Collum's Lumber Products wmusmsamsAllendale, SC
Bennett Lumber Co.umirmmussmmmsasanPrinceton, 1D
Georgia-Pacific  COrp.ammmunmresesmreanen Palatka, FL
Blackshear, GA
Croman Ashland, OR
Georgia-Pacific Corp. ROS— wAhoskie, NC

Gilman Building Products Co

Gilman Building Products CO..usmsssmasese: Maxville, FL
J D Irving/Highland .sesemssssmssmsesannanDixfield, ME

Rayonier Eatonton, GA

RSG Forest Products. ... Kalama, WA
Stimson Lumber CO..maeenetCoeUr d’Alene-Atlas, 1D
T. R. Miller Mill CO. ursvessuusrnassassusan e BrEWtON, AL
Welco Lumber Co. et Marysville, WA
Boise Cascade Kettle Falls, WA
Frank Lumber CO. .usassreaas J——— Mill' City, OR
Chesterfield Lumber CO.uuwmnas. e Darlington, SC
H. W. Culp Lumber CO.umummrsssassaeas New London, NC
International Paper COrp..smssssssasssss Springhill, LA
Stimson Lumber Co. wuwmanmessssssastan Clatskanie, OR
Redwo0d EMPIre urssseraresassassanes .. Cloverdale, CA

Southern Lumber CO. wmumssmmsnrsnasrns Hermanville, MS

Georgia-Pacific COrpamsssmsmmummanDUdley, NC




68 ™ chose the latter course, resulting
in the higher flow of imports.

The dumping portion of the tariffs
especially may have had unintended
effects: “Under the current process for
determining anti-dumping penalties,
Canadian companies named in the anti-
dumping action can reduce future penal-
ties by trimming their per-unit costs. The
easiest way to reduce costs is to produce
more lumber, thereby spreading produc-
tion costs across more units.” (Steven
Rogel, Weyerhaeuser annual report) A
look at the data hears this out: The six
companies against whom a dumping
duty was calculated increased their out-
put by 1.5 billion feet. Canadian produc-
tion as awhole increased by 1.3 billion
feet, which means that those whose per-
formance had no bearing on the dumping
calculations decreased their output by
0.2 billion feet.

Cost cutting in Canada to offset as
much ofthe tariffas possible was a priori-
ty. One company also took an opposite
tack, adding resources to upgrade product
mix to obtain even higher realizations.
Some took advantage ofthe favorable
hedging environment in which persistent-
ly strong housing induced substantial pre-

miums in forward markets. Such steps,
together with the refunded preliminary
duties, help explain the ability of Canadi-
an mills to sustain exports despite the bur-
den of the tariffs and low prices.

In recent months relief for U.S. lumber
producers arrived from changes in
exchange rates. Since January, the Cana-
dian dollar increased by about 12% while
the euro rose even more. This was signifi-
cant because, unlike the contested duties,
these represented firm, nonrefundable
increases in the cost of doing business.
This has added about US$25/MBF to
Canadian costs and, unlike the tariffs, it is
having a more orthodox effect. For the
first quarter of 2003, Canadian exports to
the U.S. fell by 9%. Closures and curtail-
ments picked up in May heralding further
declines. Imports from non-Canadian sup-
pliers also dropped by 4%, which was a
sharp turnaround from prior trends. Thus,
as one industry observer concluded
“Clearly, money is more effective at con-
trolling imports than is legislation.”
(Crows, May 9,2003)

Recent difficulties have accelerated
trends towards consolidation and concen-
tration of production in the hands of large,
integrated producers. The biggest mill in

the U.S. listing is topped by at least two
sites in Canada, one of which is about to
be transformed to a 600MMBF per year
operation. The industry, however, is still
highly disaggregated with 81 companies
represented in the top 200. Even though
the largest among them accounts for 22
plants, they constitute just 16% of the top
200’s output. It takes the first dozen com-
panies, who own 102 mills, to reach the
60% output mark. Closures are also
remaking the list, as mills in Alabama (I-P
Moundville), Mississippi (I-P Morton),
Montana (L-P Belgrade), Washington
(Vaagen Republic, Weyerhaeuser Enum-
claw), and Wyoming (L-P Saratoga) were
or will be shut down. One new mill, in
Aberdeen, Wash., however, is likely to
make the list next year.

These events are beginning to change
the balance of market forces. Looking
ahead, the increased pace of curtailments,
the continued strength in housing, the
possibility of labor disruptions and espe-
cially the weakness in the U.S. dollar por-
tend an upward turn in lumber prices. 1

Henry Spelter, an occasional contributor
to Timber Processing is an economist
located in Madison, Wisconsin. He can be
reached at hspelter@wisc.edu
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