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 DECLARATION OF JOSEPH R. MEHRKENS 
 
 I, Joseph R. Mehrkens, declare as follows: 

1.   I am a retired resource economist residing at 15450 Glacier Highway, Juneau, 

Alaska 99801. I periodically consult on natural resource issues in Alaska. 

2.   I received a B.S. in Forestry from the University of Minnesota in 1970 and a 

Masters of Science in Forest Economics from Michigan State University in 1975.  

 



 2 

3.   Since 1979 I have worked as an economist for the Forest Service, The Wilderness 

Society, the Alaska Department of Commerce and Economic Development, and Environmental 

Economics – Alaska (my former consulting business). 

4.   From 1979 to 1987 I was the Regional Economist for the USDA-Forest Service, 

Alaska Region.  My duties included economic assessments of the Tongass NF timber program –  

including the timber trade between Alaska and the Pacific Rim countries.  I also prepared 

congressional reports on the annual supply and demand for Southeast Alaska timber. 

5.   From 1987 to 1991 I worked for The Wilderness Society as an economist and 

lobbyist to help gain passage of the Tongass Timber Reform Act of 1990.  I testified before 

various congressional committees on the economic tradeoffs of the Tongass NF timber program 

– including taxpayer subsidies.  I also analyzed the annual President’s budget for the Tongass NF 

and made recommendations for change to the House and Senate Appropriations committees. 

6.   From 1991 to 2000 I was a part-time consultant on various projects including an 

expert witness on the Alaska Pulp of America consolidated income statements.  During this time 

I also commercial fished and worked full time for the Alaska Department of Law (1995-1998). 

7.   From 2000 to 2004, I worked for the Alaska Department of Commerce, 

Community and Economic Development.  I developed the framework for the Alaska Economic 

Information System – a web based system to access federal, state and local economic data.  I also 

reinitiated the Alaska Annual Economic Performance Report. 

8.   I worked as a part-time consultant from 2004 until I retired in May 2008.  My 

work included the determination of public subsidies for the Tongass NF timber program.  The 

subsidy work was initially completed under two contracts to the Southeast Alaska Conservation 

Council (SEACC), but the final products were also shared with the Natural Resources Defense 

Council, The Wilderness Society, EarthJustice and other environmental organizations.   
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9.   I have maintained a series of Excel spreadsheets and charts since 1987 and have 

included various versions and updates of these spreadsheets for clients such as SEACC. Under 

two contracts with SEACC in 2004 and 2007, I provided an up-to-date analysis of the cost of the 

Tongass Timber Program in terms of timber sale planning, preparation, administration and road 

construction, including the cost of purchaser road credits and purchaser-elect roads.   

10.   Prior to my contractual work, SEACC published a report titled, “Taxpayer Losses 

and Missed Opportunities.”  The report documented the public subsidies from 1998 to 2002 in 

terms of total dollars lost and the cost per Tongass timber dependent job.  The SEACC report 

evolved from a Freedom of Information Act (FOIA) request prepared by another former Alaska 

Regional Economist, Dr. Guy Robertson.  Dr. Robertson provided Forest Service information on 

timber receipts and expenditures, including the costs of road building.  The SEACC report 

simply subtracted timber and road expenditures from timber revenues to calculate the net dollar 

loss to taxpayers.  The SEACC loss calculations excluded road maintenance costs, and the 

estimated loss per timber job for 2002 was based on partial information – only two quarters of 

employment data.   

11.   My first contract in 2004 was designed to revise the 2002 information concerning 

timber employment and update the subsidy information for FY2003 and FY2004.  My update 

followed the same approach as economist Robertson and SEACC.  In addition, I included the 

prior analyses of two General Accounting Office reports released in 1989 and 1997, and the 

work of forest economist Randle O’Toole, “$64 million Dollar Question: How the Taxpayers 

Paid the Pulp Mills to Clearcut the Tongass National Forest” ( Table 17, page 28) (1993).  This 

supplemental information gave me consistent expenditure and revenue data from 1982 to 2002.    

12.   Subsequent FOIA requests were made by SEACC to gain the same type of 

information as provided by Dr. Robertson for my analyses for FY 2003 and FY2004.  Line item 
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expenditures for the timber and road programs were taken from Forest Service budget and 

accounting documents.  These expenditures were subtracted from timber receipts that are 

regularly published on the Forest Service web site.  This yielded the public subsidy or net loss in 

total dollars.  Tongass timber dependent employment numbers for 2002, 2003 and 2004 were 

taken from two draft Forest Service reports:  the ANILCA Section 706(a) timber supply and 

demand report for fiscal years 2001 & 2002, and the same report for fiscal years 2001-2005.   

Based on my past experience, the employment numbers in these reports were reasonable and 

accurate.  

13.   Using the total dollar loss and the Forest Service job employment numbers, I 

estimated net loss per Tongass timber dependent job for fiscal years 2003 and 2004, by following 

the same methodology/conventions from 1998 to 2002.  Simply, the net loss in total dollars is 

divided by the Tongass timber dependent job numbers reported by the Forest Service.  The only 

exception is that I used road maintenance costs in my estimates.  I also corrected the FY2002 net 

loss per job calculated by SEACC by using the more complete Forest Service employment 

information – an entire year versus just two quarters.   

14.   The subsidy analysis under my second contract with SEACC in 2007 was similar.  

A SEACC FOIA provided the same type of information on timber and roads expenditures for 

FY2005, FY2006 and FY2007.  Again timber receipts were taken from the Forest Service web 

site.  Tongass timber dependent employment was taken from another Forest Service draft Section 

706(a) report for 2006.  The subsidy in total dollars lost and the net losses per job for FY2005 

and 2006 were calculated as before.  

15.   The estimated subsidy for FY2007 and FY2008 had to go a couple of steps 

further.  While the expenditures for 2007 were actual expenditures, the FY2008 program costs 

were the approved budget authorities for the timber and road programs, i.e., the maximum 
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amount that can be expended.  Simply stated, actual expenditures for FY2008 were not yet 

available.  Also, the Tongass timber dependent job numbers for FY2007 and FY2008 were my 

independent estimates and are based on reduced logging in 2007 and the recent closure of the 

Ketchikan veneer mill in 2008.  Nonetheless, my methodology was similar to the Forest Service 

methodology in the agency’s 706(a) reports and similar to what I used as Regional Economist in 

the mid-1980s.  The employment estimates made by the Forest Service and me very closely 

tracked similar information reported by the Alaska Department of Labor and Work Force 

Development (ADOLWD).  I have used to ADOLWD information to validate my employment 

estimates as well as the Forest Service estimates. 

16.   To make the dollar losses consistent over time, I had to fill in missing information 

about overhead costs in support of the timber and road programs.  The overheads costs are 

expenditures for shared utilities, equipment, facilities, accounting, procurement, personnel, 

supervision, etc.  The overhead costs (now known as cost pools) were once an explicit line item 

in the budgeting and accounting documents – that is until FY2004.  From FY2004 to FY 2007 

the timber and roads construction cost pools were lumped together with all other programs, 

making a timber and roads estimate more difficult.  However, the FOIA information for FY2004 

did reveal the cost pool allocations for the roads program in the budget documents. 

Consequently, I used this explicit budget information to estimate the total road expenditures 

(including overheads) for 2004.  However, I could not do the same for the timber program.  For 

the timber program I had to use an independent estimate for the overhead costs.  This estimate 

was based on the ratio of actual overhead costs to direct timber program costs during FY2002 

and FY2003.  This ratio ranged from 49% to 51% and I used the lower percentage to be 

conservative.  It turns out this percentage is pretty consistent over time. 
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17.   Again, for FY2006 and FY2007 there was no explicit information on overhead 

costs.  However, the FOIA information for this period revealed the Regional Office and Tongass 

NF assessments for the cost pools (overheads) as a percentage of direct program costs.  The 

percentage applied to all resource programs – timber and non-timber alike.  I assumed these 

percentages have been applied to timber and road programs and they were the basis for the 

overhead costs for my FY2006 and FY2007 analysis.  I also used these percentages to revise the 

FY2005 timber overheads since it is based on real information and not an assumption about 

historic rates.   

18.   I used this information to produce Exhibit A to my declaration attached as Exhibit 

D to The Wilderness Society’s administrative appeal of the Record of Decision and Final 

Environmental Impact Statement for the 2008 Amendment to the Tongass Land Management 

Plan (appeal number 08-13-00-0028).  Exhibit A was based entirely on publically available 

information, including numerous Forest Service documents that are available as hard copy or 

online documents.  All information sources were documented in the spreadsheet, which was part 

of an Excel Workbook file I created entitled, “Final Tongass Budget Analysis 91-07.”  The 

FOIA documents are available in hard copy from the Forest Service or SEACC.  In my opinion, 

Exhibit A presented an accurate picture of Tongass costs, revenues, and jobs through 2007, and 

represents the best data available. 

19.   After I retired in 2008 I continued to be involved in issues related to timber 

economics.  In 2011 I helped to incorporate an Alaska non-profit corporation, the Greater 

Southeast Alaska Conservation Community (GSACC) and conduct extensive research work as a 

board member and volunteer on behalf of GSACC. 

20.   On June 11, 2012, I submitted a FOIA request on behalf of GSACC and requested 

information for fiscal years 2008, 2009, 2010 and 2011 showing expenditures and activity 
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outputs for timber-program related budget codes and work plan documents.  I also requested 

final fiscal year 2012 budget advice for the Alaska Region for timber-program related budget 

codes.  The requested information was similar to the information requested on behalf of SEACC 

in 2007 and 2008. 

21.   After reviewing the information provided pursuant to the FOIA request, I updated 

the Excel Workbook file I created for the 2008 TLMP Amendment Appeal, “Final Tongass 

Budget Analysis 91-07” to include budget information for fiscal years 2008 – 2012.  GSACC 

submitted the updated Excel Workbook file, now entitled “GSACC-EEA Tongass Budget 

Analysis 91-12” as Exhibit 202b to its comments on the Big Thorne Project Draft Environmental 

Impact Statement. 

22.   My methodology for calculating timber program costs for Exhibit 202b was 

similar to the methodology described in paragraphs 13 – 17.  I updated the 2008 program costs 

which were previously based on approved budget authorities with costs based on actual 

expenditures provided in the 2011 FOIA request.  As explained in paragraph 15, the cost figures 

for fiscal year 2012 are based on approved budget authorities rather than actual expenditures 

because the expenditure information was not yet available.  All other program costs displayed in 

the spreadsheets reflect actual expenditures. 

23.   I again added missing information about overhead costs in support of the timber 

and road programs.  From FY2010 to FY2012 overhead costs are based on constant percentages 

applied to timber and road related costs but with different percentages applied to the Regional 

Office (39%) and the Tongass National Forests (31%).  These percentages were derived from 

separate analyses of past actual cost pool expenditures for all programs reported by the Forest 

Service each fiscal years from 2006 to 2012. 
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24.   On September 25, 2012, I submitted an additional FOIA request seeking reports 

related to the administrative costs of NEPA preparation, sale preparation, sale administration and 

engineering support and any other documents or reports regarding average administrative cost 

reports, budget monitoring and cost monitoring.  The materials provided by the Forest Service 

did not include any budget preparation documents or reviews that support the agency’s 

administrative cost estimates for the Tongass timber sale program. 

25.   On January 15, 2013, I submitted a FOIA request on behalf of GSACC and 

requested information for fiscal years 2012 and 2013.  For FY 2012 I requested actual 

expenditure information for timber-and road construction budget codes.  For FY2013 I requested 

the final budget allocations for Alaska Region for the same budget codes as is FY2012.  Again, 

the final budget advice is used as a proxy for actual expenditures until the actual expenditure 

information for FY2013 is finalized and publically available. 

26.   Using the information described in paragraph 25 I once again updated the series 

of Excel spreadsheets described in paragraph 9 and replaced the final budget advice for FY2012 

with actual timber related expenditures for FY2012.  My methodology for calculating timber 

program costs was consistent with to the methodology used in prior updates as described in 

paragraphs 13 – 17.  This most recent Excel spreadsheet update is the basis for specific findings 

about the economic and financial analysis found in the Big Thorne Project (BTP) planning 

record.   

27.   More specifically I have reviewed the updated analysis of timber sale program 

costs based on a “snapshot” review of fiscal years 2010, 2011 and 2012.  The one page document 

does not provide any underlying data to support the cost assumptions, and omits substantial 

timber program costs, including, but not limited to overhead costs, transportation system costs, 
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post-project habitat treatment costs and numerous other public expenditures that would not be 

incurred but for the Tongass timber sale program.   

28.   The single most important failing of the BTP economic analysis is the lack 

credible information on the total costs to conduct the Tongass timber sale program.  The total 

unit cost to produce a thousand board feet of timber averaged $1,335/mbf from FY2010 to FY 

2012  (the base period used in the BTP financial analysis). 

29.   In comparison, the total unit costs of $1,335/mbf is 13 times greater than the 

purported agency unit costs of $101/mbf for the BTP economic/financial analysis (which has 

been recently amended to $103/mbf). 

30.   The much higher total unit cost of $1,335/mbf is based on actual U.S. Forest 

Service expenditures rather than agency estimates to prepare future Tongass budget requests.  

The latter is supposedly the basis for the unit costs of $101/$103/mbf used in the BTP financial 

analysis.  Again, the lower unit costs are not explicitly documented 

31.   In contrast, the $1,335/mbf is explicitly documented and is calculated from 

readily available agency information.  The $1,335/mbf includes costs for timber management 

and logging roads and includes estimated overhead costs.  It is also based on actual Tongass 

timber consumption. 

32.   With the exception of engineering support (the design and location of logging 

roads), the Forest Service also routinely ignores the total costs of road construction, 

reconstruction and maintenance in the BTP economic analysis.  Logging road related costs are 

substantial and create a financial liability that stems both past and new timber sales. 

33.   While there are many differing and valid arguments on how to account for road 

costs, the simple fact is if you ignore all Tongass road construction, reconstruction and 

maintenance cost over the period FY2010 to 2012, the average total unit cost is still $938/mbf 
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for Tongass timber — again about 9.5 times greater the purported agency costs of $101-103/mbf 

and used in the BTP economic/financial analysis. 

34.   While it is uncertain to the public just how the $101/$103/mbf unit costs are 

derived, it is very certain that they are inconsistent with real data reported by the Forest Service 

in the past.  Forest Supervisor Cole explained in a 2004 deposition that the unit costs were 

$101/mbf and pretty constant.  The BTP planning record states the $101/mbf is derived from 

information used to build annual budget requests.   

35.   In any case, Supervisor Cole’s unit cost have not changed over a long period of 

time and the BTP planning records simply reiterated the same unit costs as $29/mbf for timber 

preparation, $9/mbf for timber sale administration and $28/mbf for engineering support.  In 2012 

these values have been revised slightly upwards by Robert Vermillion to $20.78/mbf for timber 

preparation, $12.28/mbf for timber sale administration and $22.67/mbf for engineering support. 

36.   The first issue is how either set of unit costs (Cole or Vermillion) can remain so 

static after years of inflation – albeit relatively low inflation.  

37.   Past unit costs are indeed available from budget documents covering FY1981 to 

FY1990 (the last time period that unit costs were reported in public budget documents).  Simply 

inflating the historic past unit costs to reflect 2012 dollars indicates that BTP unit costs are 

substantially underestimated. 

38.   Comparing Vermillion’s revised unit costs to the inflated historic unit costs shows 

$20.78/mbf versus $38.41/mbf for timber preparation, $12.28mbf versus $25.89/mbf for timber 

administration and $22.87/mbf versus $60.87/mbf for engineering support. 

39.   While the forestry and engineering technology has no doubt improved over time 

there is nothing to suggest improved efficiencies of 46%-63% -- the gains needed to account for 

the lower unit costs used in the BTP financial analysis.  Moreover, if such technological 
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efficiencies are indeed real they have not been carried over into recent annual Tongass budget 

requests from Congress.  Simply stated, total program budget requests remain high.  Actual 

program expenditures are the best and most informative measures for disclosing economic 

impacts. 

40.   In the BTP, the Forest Service ignores overhead costs which are a substantial 

component in day to day operations.  Two past GAO audits of the timber program included 

overhead costs (now called cost pools).  To be consistent with the GAO methodology my 

subsequent spreadsheet analyses have always included estimates of overhead costs. 

41.   Again, using the budget data from 1981-1990, the proportion of overhead costs 

for timber preparation, timber administration and engineering support ranged from 16% to 63%.  

More recently, from FY2010 to 2012 the estimated overhead costs are 39% for the Regional 

Office related expenditures and 31% for Tongass National Forest expenditures.  These overhead 

percentages were applied to Timber Management (NFTM budget line item) and the Construction 

Maintenance Roads (CMRD budget line item).  In any case, overhead costs have always been a 

substantial cost of doing the business in the offering and selling of Tongass timber. 

42.   To ignore overheads in the BTP financial analysis is like rationalizing the cost of 

home ownership to only the costs for heat, utilities and maintenance, while ignoring major cost 

components such as the mortgage, insurance and taxes. 

43.   Timber related employment is overestimated in the BTP economic analysis.  

While the Forest Service correctly estimates the direct timber industry jobs, they inappropriately 

then add estimates for indirect and induced jobs. 

44.   Conventional economic impact assessments recognize the relationship between 

direct jobs and the additional indirect and induced jobs supported by the existence of the direct 

jobs in a local economy.  Indirect jobs are from local firms that are not part of the sawmill 
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industry but who supply the mills with goods and services used by mill operators, e.g., a fuel oil 

delivery jobs.  Induced jobs are the jobs created to support direct and indirect jobs, such as 

school teachers, retailers and local government employees.  However, the relationships between 

direct, indirect and induced jobs have been found to be invalid by Forest Service economists Dr. 

Guy Robertson and Dr. Lisa Crone – especially for small communities similar to those affected 

by BTP. 

45.   While the findings by Robertson and Crone are cited in the BTP planning records, 

their cautions and recommendations are ignored.  Thus, for the BTP, the Forest Service is using a 

sawmilling multiplier of 2.68 jobs/mmbf/sawn composed of 1.68 direct jobs and 1.0 jobs for 

indirect and induced – a 60% overestimation. 

46.   Estimating Tongass timber dependent employment has become increasingly 

difficult because of structural changes in the Southeast timber industry and changes in federal 

timber export policies. 

47.   The decline of the timber industry is now sufficient to withhold employment 

information that was previously available from traditional sources such as the Alaska 

Department of Labor and Workforce Development.  This is due to disclosure policies which are 

designed to prevent the identification of an individual firm’s employment and payroll 

information. 

48.   Good regional information is still publically available for direct Southeast logging 

and sawmilling for the years prior to 2011.  However, starting in 2011 region-wide logging jobs 

are combined with sawmilling and mining in order to not violate disclosure policies.  However, I 

was able to get timber industry employment information for logging and sawmills combined for 

FY2011 via a special request to the Alaska Department of Labor and Workforce Development. 
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49.   Using Alaska Department of Labor and Workforce Development employment 

information for years 1991-2001, I have been able to validate the employment data collected by 

the Forest Service in their periodic sawmill surveys and the implied multipliers for sawmill 

production. 

50.   To the agency’s credit, starting in 2002 the Forest Service had to adjust their 

employment estimates by taking into account the amount of timber supplied to sawmills from 

sources other than the Tongass NF. 

51.   As cited in the BTP planning record, prior to 2002 nearly all the saw timber was 

supplied from the Tongass National Forest, but during 2002-2012 the Tongass share ranged from 

59% to 87%. 

52.   Now, timber sale operators can elect to export up to 50% of the saw-log volume 

in a timber sale as round logs.  These exports were originally required to undergo primary 

processing in Alaska mills and supported local sawmill jobs. 

53.   To obtain better sawmill employment information and to compensate for the 

factors described in paragraphs 49, 51 and 52, the Forest Service conducts periodic mill surveys. 

More specifically, these surveys monitor saw-log consumption, export volumes and employment 

information.   

54.   Using the Forest Service sawmill surveys, an implied the number for direct jobs in 

sawmills averaged 1.68 jobs/mmbf of timber sawn from all sources from 2002 to 2010 (BTP 

planning record).  This multiplier is very consistent with previous multipliers derived from past 

Forest Service and ADOLWD information.  In contrast, a higher 2.68 jobs/mmbf multiplier is 

used in the BTP economic analysis and overestimates supported employment by 60%.  The 

overestimate is because it supposedly includes indirect and induced jobs, which again is contrary 

to the findings of their own agency economists. 



 14 

55.   Likewise, the Forest Service is erroneously using a logging multiplier of 2.26 

jobs/mmbf in the BTP analysis.  A multiplier without the indirect/induced jobs components 

should be about 1.80 logging jobs/mmbf.  The lower multiplier is also consistent with previous 

multipliers derived from past Forest Service and ADOLWD information prior to 2012.   

56.   Other anecdotal evidence supports the exclusion of the indirect and induced jobs 

from the BTP analyses.  The timber industry has repeatedly claimed that the prolonged industry 

contraction has resulted in the loss of more and more local vendors that once catered to the 

timber industry and the closure of rural schools, i.e., the indirect and induced jobs. 

57.   The whole premise for additional timber sales like the BTP is based on flawed 

methodologies which forecast how much Tongass timber sawmills will need, the volume of new 

timber sales to prepare for sale and the longer term future demand for Tongass timber. 

58.   The first wrong-headed methodology is commonly known as the Morse 

methodology and is named after former Forest Service economist.  It has been used since 2000 

and has consistently overestimated the need for additional Tongass timber sales as well as the 

amount of Tongass timber the industry is willing to buy. 

59.   The fundamental flaw in the Morse methodology is demonstrated by the trends in 

actual Tongass timber purchases and the utilization rates of mills sawing Tongass timber. 

60.   There has been a huge disparity (called a fall-down), between Tongass timber 

offered and the amount actually sold.  This disparity is part due to the Morse methodology.  

From 1997 to 2007, 948 mmbf of timber was offered for sale.  Of this amount nearly 45% of this 

timber volume did not receive a single bid from the industry.  Moreover, 23% of the timber sold 

ended up in cancelled sales. 



 15 

61.   The fall-down between volume offered and sold has abated somewhat since 2007 

but is primarily due to the chronic low level of mill activity and not any new policies to better 

bring timber offers like BTP more in line with actual demand. 

62.   In fact, the Forest Service now wants to offer and sell 600 mmbf in timber sales 

over the next few years.  In stark contrast, the Forest Service sawmill surveys show a persistent 

long term decline in installed and operable mill capacity and very low utilization rates 

63.   Installed and operable mill capacity has decreased from 453 mmbf in 2002 to 155 

mmbf in 2010.  If the Forest Service succeeds in selling the 600 mmbf of timber over the next 

few years, the backlog uncut timber under contract will be near or exceed a four year timber 

supply.  Such a backlog will even exceed the industry norms for big timber operations in the 

Pacific Northwest.  This backlog will certainly exceed the historic norms for Tongass timber 

industry. 

64.   Also important is the utilization rate for Southeast Alaska mills in terms of 

installed capacity.  Since 2002 this rate has been less than 11 percent  This is further evidence 

that BTP contribution of 131-148 mmbf towards the Forest Service goal of 600 mmbf of 

Tongass timber sold over the next few years is excessive and well beyond the industry needs. 

65.   Periodically the Morse methodology is reinforced by longer-term timber demand 

projections by Forest Service Research.  Five separate Tongass timber demand projections have 

been conducted covering various periods covering 1980 to 2025.  Similar to the Morse 

Methodology, each of these five demand projections has resulted in unrealistic future timber 

demands.  More importantly, each projection failed to materialize and is totally inconsistent with 

actual Tongass timber demands. 

66.   In each of the five timber demand projections, the Forest Service simply assumed 

that Tongass timber producers will remain competitive and maintain historic market shares.  
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